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PART |

This Annual Report should be read in conjunctiothwiie consolidated financial statements and aceoyipg notes included in this report.

” o, ” w

Unless otherwise indicated, references in this AahReport to “Teekay Offshore,” “we,” “us” and “out and similar terms refer to Teekay
Offshore Partners L.P. and/or one or more of itbsdiaries, except that those terms, when usekisnAnnual Report in connection with the
common units described herein, shall mean spetiifi@ekay Offshore Partners L.P. References s Aninual Report to “Teekay
Corporation” refer to Teekay Corporation and/or anpe or more of its subsidiaries.

In addition to historical information, this Annugkport contains forward-looking statements thabive risks and uncertainties. Such forward-
looking statements relate to future events andperations, objectives, expectations, performaimancial condition and intentions. When
used in this Annual Report, the words “expect,téimd,” “plan,” “believe,” “anticipate,” “estimatednd variations of such words and similar
expressions are intended to identify forward-logkétatements. Forward-looking statements in thisuah Report include, in particular,
statements regarding:

. our distribution policy and our ability to make badistributions on our units or any increases iartprly distributions
. growth prospects of the offshore and tanker mayl

. our potential additional shuttle tanker, floatingrage and off-take (d¢SQO) and floating production, storage and offloadiog (
FPSO) projects;

. the recent economic downturn and financial crisithe global market, and potential negative effeat®ur customers’ ability to
charter our vessels and pay for our servi

. the completion of the acquisition of tVoyageur SpiriFPSO unit;

. the expected commencement date and estimatedfdeBS® projects

. the expected delivery dates of newbuilding vessetonversions of existing vesse

. offshore and tanker market fundamentals, includireggbalance of supply and demand in the offshodetamker markets
. our competitive advantage in the shuttle tankerketa

. the expected lifespan of our vess:

. the expected costs of newbuildings and vessel coiores;

. the estimated sales price or scrap value of ves

. estimated capital expenditures and our abilityurdfthem:

. expected increases in vessel operating expenseshan@r rates for our vesse

. our ability to maintain and expand long-term relaships with major crude oil companies, including ability to service fields
until they no longer produc

. the derivation of a substantial majority of reveifioen a limited number of custome

. our ability to leverage to our advantage TeekaypGratior' s relationships and reputation in the shipping stidu
. our continued ability to enter into fix-rate time charters with custome

. obtaining offshore projects that we or Teekay Coapon bid on or that Teekay Corporation is awart

. our ability to maximize the use of our vessels|luding the re-deployment or disposition of vessgldonger under long-term time
charter;

. the ability of the counterparties to our derivatoantracts to fulfill their contractual obligatiar
. our expected financial flexibility to pursue acdtiiss and other expansion opportuniti

. anticipated funds for liquidity needs and the sudfncy of cash flows

. the future valuation of goodwil

. our expectations as to any impairment of our ves

. our insurance coverage is adequ

. the expected cost of, and our ability to complyhwgovernmental regulations and maritime self-ratpuly organization standards
applicable to our busines

. the expected impact of heightened environmentalqaiadity concerns of insurance underwriters, retgutaand charterer
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. anticipated taxation of our partnership and itss@ibries and taxation of unitholde

. our general and administrative expenses as a petdniipany and expenses under service agreementetivéhaffiliates of Teekay
Corporation and for reimbursements of fees andsaafst eekay Offshore GP L.L.C., our general par{oetheGeneral Partnel);

. our ability to avoid labor disruptions and attraot retain highly skilled personnel; a
. our business strategy and other plans and objsdirduture operation:

Forward-looking statements are necessarily estenafiecting the judgment of senior managemenglirerknown and unknown risks and are
based upon a number of assumptions and estimatearthinherently subject to significant unceriamand contingencies, many of which are
beyond our control. Actual results may differ maetky from those expressed or implied by such fadvimoking statements. Important factors
that could cause actual results to differ matsrigtlude, but are not limited to, those factorscdissed below in Item 3key Information: Risl
Factors and other factors detailed from time teetimother reports we file with the U.S. Securitisl Exchange Commission (or tBEC).

We do not intend to revise any forwdambking statements in order to reflect any chamgeur expectations or events or circumstancesnlag
subsequently arise. You should carefully review emasider the various disclosures included in Ariaual Report and in our other filings
made with the SEC that attempt to advise intergséeties of the risks and factors that may affectlusiness, prospects and results of
operations.

Item 1. Identity of Directors, Senior Management ad Advisors
Not applicable

Item 2. Offer Statistics and Expected Timetable
Not applicable

Item 3. Key Information
Selected Financial Data

Set forth below is selected consolidated finanaral other data of Teekay Offshore Partners L.Pitaraibsidiaries for the fiscal years 2008
through 2012, which have been derived from ourtaeddionsolidated financial statements.

The following tables should be read together vatig are qualified in their entirety by referencg(&) Item 5: Operating and Financial Review
and Prospects, included herein, and (b) the hestbconsolidated financial statements and the apaoing notes and the Report of
Independent Registered Public Accounting Firm timefwhich are included herein), with respect to tbasolidated financial statements for
each of the fiscal years ended December 31, 2Gd0dh 2012.

From time to time we purchase vessels from Teelap&@ation.

In June 2008, we acquired from Teekay Corporat®imterests in two 2008-built Aframax-class ligitig tankers, th&PT Exploreand the
SPT Navigator together with their charter contracts. In Septen#909, we acquired from Teekay Corporation itsrest in an FPSO unit, the
Petrojarl Varg,along with its operations and charter contract®pril 2010, we acquired from Teekay CorporationR80 unit, thé=alcon
Spirit, together with its charter contract. In Octobet@0wve acquired from Teekay Corporation @idade de Rio das Ostrgsr Rio das
Ostras) FPSO unit, along with its operations and chartatracts. In October 2010, we also acquired fraakay Corporation a newbuilding
shuttle tanker, thAmundsen Spiriton charter to Statoil. In October 2011, we aapia newbuilding shuttle tanker, t8eott Spirit, from
Teekay Corporation.

These transactions were deemed to be businessaicns between entities under common control. Adicgly, we have accounted for these
transactions in a manner similar to the poolingntérest method, in which our financial statemearter to the date the interests in these ves
were actually acquired by us are retroactively stéjd to include the results of these acquired l&sEbe periods retroactively adjusted include
all periods that we and the acquired vessels wette inder common control of Teekay Corporation laad begun operations. As a result, our
applicable consolidated financial statements refleese vessels and the results of operationseofgbsels, referred to herein asEiepdown
Predecessgo, as if we had acquired them when each respectigssel began operations under the ownership of Ye@&goration. These
vessels began operations on October 1, 208%8rpjarl Varg), January 7, 2008%PT Explorer)March 28, 2008 SPT Navigato) , April 1,

2008 (Rio das Ostra3, December 15, 2009Halcon Spirit), July 30, 201§Amundsen Spiritand July 22, 2011 %cott Spirit). Please read
Item 18 — Financial Statements: Note 2 — Dropdoved@cessor.

On October 1, 2010, we agreed to acquire Teekagdztation's interests in two entities, which eachlmawnewbuilding shuttle tanker, the
Nansen Spiriand thePeary Spirit. We acquired thélansen Spiribn December 10, 2010 and tReary Spiriton August 2, 2011. As these
entities were considered variable interest entfirés to their acquisition by us, our consolidafedncial statements reflect the financial
position, results of operations and cash flowshefeary Spirittrom October 1, 2010 to August 2, 2011, andNla@sen Spirifrom October 1,
2010 to December 10, 2010, the datesRbary Spiritand theNansen Spiritvere acquired by us from Teekay Corporation. Sulseito our
acquisition of the entities which own these twoseds, these entities continue to be consolidatediimesults as we hold voting control.

Our consolidated financial statements are preparadcordance with United States generally acceptedunting principles (@GBAAP).
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Income Statement Data:
Revenue:
Operating expense
Voyage expensed)
Vessel operating expens® (0.
Time-charter hire expens
Depreciation and amortizatic
General and administrati\to
Goodwill impairment charg
Write down of vessel
Loss on sale of vesse
Restructuring charg
Total operating expens:
(Loss) income from vessel operatic
Interest expens
Interest incomt
Realized and unrealized (loss) gain on derivative
instruments
Foreign currency exchange gain (Io®
Other income- net
Income tax recovery (expens
Net (loss) income from continuing operatic
Net income (loss) from discontinued operati
Net (loss) incomu
Non-controlling interests in net (loss) income from
continuing operation
Non-controlling interests in net income (loss) fron
discontinued operatior
Non-controlling interests in net (loss) incot
Dropdown Predeces¢'s interest in net (loss) incor
General Partner’s interest in net (loss) incomanfro
continuing operation
General Partner’s interest in net income (losanfrc
discontinued operatior
General Partn’s interest in net (loss) incon
Limited partner’ interest:
Net (loss) income from continuing operatic
Net (loss) income from continuing operatior
per:
Common unit (basic and dilute®
Subordinated unit (basic and dilute®
Total unit (basic and dilute®
Limited partner’ interest:
Limited partners’ interest in net income (loss)
from discontinued operatiot
Limited partners’ interest in net income (los:
from discontinued operations pi
Common unit (basic and dilute
Subordinated unit (basic and dilute®
Total unit (basic and dilute®
Limited partner’ interest:
Net (loss) incomi
Net (loss) income pe
Common unit (basic and dilute®
Subordinated unit (basic and dilute®
Total unit (basic and dilute(®
Cash distributions declared per u

Balance Sheet Data (at end of year):
Cash and marketable securit
Vessels and equipme®

Year Ended December 31

2008 2009 2010 2011 2012
(in thousands of US dollars, except per unit, anil fleet data
$ 931,39 $ 805,97 $ 840,66: $ 873,50: $ 926,13
199,88 96,87: 113,50¢ 106,37 116,11:
237,61¢ 248,02¢ 255,56: 279,96: 284,71.
132,23 117,20: 89,79¢ 74,47¢ 56,98¢
151,36! 165,14( 174,86 176,48: 193,38
64,19: 59,03¢ 61,19: 71,50¢ 74,39¢
149,12¢ — — — —
— — 9,441 36,86¢ 23,43(
— — — 171 1,117
— 5,00¢ 11¢ 3,924 1,11¢
$ 934,42! $ 691,28 $ 704,47 $ 749,77 $ 751,25
(3,03)) 114,69: 136,18t 123,73 174,88t
(90,219 (49,367 (36,576 (36,216 (47,799
4,22¢ 1,232 84z 65¢ 1,025
(193,34} 51,94« (55,66¢) (159,74 (26,349
9,82¢ (11,18 941 1,50( (319
11,817 9,431 6,81( 3,681 1,53¢
62,09( (13,792 9,71¢ (6,679) 10,47;
(198,629 102,96:- 62,25¢ (73,06%) 113,46!
8,08( 17,83¢ 16,60¢ (23,807 9,55(
$ (190,549 $ 120,80: $ 78,86! $ (96,87) $ 123,01
4,42: 48,74¢ 29,24( 19,52% 58
6,06¢ 8,741 8,13¢ 2,92 —
10,48¢ 57,49( 37,37¢ 22,45¢ 58
(182,07) (419) (16,685 (15,075 -
19t 2,16: 3,72¢ 3,29: 10,19¢
(19) 36C 63€ 1,10z 85¢
17¢€ 2,528 4,35¢ 4,39¢ 11,05t
(21,176) 52,47: 45,97; (80,817 103,21:
(0.72) 1.5¢ 1.04 (1.29) 1.4¢
(1.02) 1.5¢ - - -
(0.89) 1.5¢ 1.04 (1.29) 1.4¢
2,03¢ 8,731 7,83¢ (27,83)) 8,691
0.07 0.2¢ 0.1¢ (0.4%) 0.1z
0.1C 0.2¢ — — —
0.0¢ 0.2€ 0.1€ (0.45) 0.12
(19,149 61,20¢ 53,81: (108,64¢) 111,90:
(0.65) 1.8t 1.2z (1.79) 1.52
(0.92) 1.8C - - -
(0.76) 1.8¢ 1.2z (1.79) 1.5z
1.65 1.8C 1.8¢ 1.9¢ 2.04
$ 138,62: $ 109,40 $ 166,48: $ 179,93 $ 206,33
2,244,101 2,120,68! 2,299,50 2,585,58! 2,454,62.



Total asset 2,755,14
Total debt 2,096,10!
Non-controlling interestb 201,38
Partner’ equity and Dropdown Predeces’s equity 84,557
Accumulated other comprehensive (loss) ince (22,587
Common units outstandir 20,425,00
Subordinated units outstandi 9,800,001

Cash Flow Data:
Net cash provided by (used il

Operating activitie! $ 198,31¢

Financing activitie: 123,18t

Investing activities (311,744
Other Financial Data:
Net revenue® $ 731,50
EBITDA ™ 4,93(
Adjusted EBITDA® 330,30!
Expenditures for vessels and equiprr®) 74,12
Expenditures for dry dockin® 29,07t
Fleet data:
Average number of shuttle tankd® 36.7
Average number of FPSO Un(®) 1.8
Average number of conventional tank(®) 10.7
Average number of FSO un® 5.C

Le total de la trésorerie et des équivalents dmtetie correspond a une seule position.

2,651,06!
2,045,05!
219,69:
151,89:

(712)

27,900,00
9,800,001

$ 162,36:

(200,36()

8,78¢

$ 709,10t
365,32¢
312,14:
14,26(
41,86¢

35.€
2.C
11.C
5.C

2,842,621
1,717,141
212,60:
556,82¢
745

55,237,50

$ 286,58
(211,600
(17,909)

$ 727,15!
296,05!
362,97¢

40,64¢
23,631

35.2
2.C
11.C
6.C

3,144,72!
2,029,07!
78,92¢
444,66!

(554)

70,626,55

$ 254,16, $
35,31¢
(276,029

$ 767,12 $
133,75t
390,96¢
148,48
26,407

36.5
2.1
10.€
5.2

3,053,39.
1,769,63;
72,95(
661,15:
(58)

80,105,10

267,49
(206,00
(35,08%)

810,02t
354,47
405,23¢
87,40¢
19,12:

35.t
3.C
6.C
5.C
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1)

(2)
3)

(4)

(5)
(6)

Voyage expenses are all expenses unique tdiaypar voyage, including any bunker fuel expengest fees, cargo loading and
unloading expenses, canal tolls, agency fees amanéssions

Vessel operating expenses include crewing, repailsmaintenance, insurance, stores, lube oils aminzinication expense
Substantially all of these foreign currencylexege gains and losses were unrealized and nietcsigttcash. Under GAAP, all foreign
currency-denominated monetary assets and liakiliiech as cash and cash equivalents, accountgatélee accounts payable, advances
from affiliates, deferred income taxes and longrtelebt are revalued and reported based on theilimgvaxchange rate at the end of the
period. Starting in November 2010, foreign curreagghange gains and losses includes realized aedlized gains and losses on the
Cross currency swap

Net (loss) income per unit is determined by divigdiret (loss) income, after deducting the amoumtetbf(loss) income attributable to t
Dropdown Predecessor, the non-controlling interaststhe General Partner’s interest, by the wetyhteerage number of units
outstanding during the applicable period. We alieche limited partners’ interest in net (loss)ame, including both distributed and
undistributed net (loss) income, between continwipgrations and discontinued operations basedeoprtiportion of net (loss) income
from continuing and discontinuing operations t@katet (loss) income

Vessels and equipment consists of (a) vesselssataess accumulated depreciation and (b) advanteswbuildings

Consistent with general practice in the shigpimdustry, we use “net revenues” (defined as regsrness voyage expenses) as a measur
of equating revenues generated from voyage chdadeevenues generated from time charters, whiststasus in making operating
decisions about the deployment of vessels and peeformance. Under time charters and bareboatasisathe charterer typically pays
the voyage expenses, whereas under voyage chanteacts and contracts of affreightment the shipaviypically pays the voyage
expenses. Some voyage expenses are fixed, anentiander can be estimated. If we, as the shipovpagrthe voyage expenses, we
typically pass the approximate amount of these msg® on to the customers by charging higher ratdsrithe contract or billing the
expenses to them. As a result, although revenoes diifferent types of contracts may vary, the ‘reetenues” are comparable across the
different types of contracts. We principally us¢ reenues, a non-GAAP financial measure, becdysevides more meaningful
information to us than revenues, the most diremtijmparable GAAP financial measure. Net revenuesalamewidely used by investors
and analysts in the shipping industry for compafingncial performance between companies in thpphg industry to industry
averages. The following table reconciles net reesmwith revenue:

Year Ended December 31

2008 2009 2010 2011 2012
Revenues 931,39: 805,97 840,66: 873,50. 926,13
Voyage expense 199,88 96,877 113,50{ 106,37° 116,11:
Net revenue 731,500 709,10t 727,15! 767,12: 810,02

(7)

EBITDA and Adjusted EBITDA are used as supplatakfinancial measures by management and by exdtasers of our financial
statements, such as investors, as discussed

. Financial and operating performancEBITDA and Adjusted EBITDA assist our managemert svestors by increasing the
comparability of the fundamental performance ofrom period to period and against the fundamerggigpmance of other
companies in our industry that provide EBITDA orjé@sted EBITDA-based information. This increased pamability is achieved
by excluding the potentially disparate effects kestw periods or companies of interest expense,,tdgpseciation or amortization,
which items are affected by various and possibhngiing financing methods, capital structure antbhisal cost basis and which
items may significantly affect net (loss) incomevieen periods. We believe that including EBITDA adjusted EBITDA as a
financial and operating measure benefits investo(a) selecting between investing in us and ottnezstment alternatives and
(b) monitoring our ongoing financial and operatibstaength and health in assessing whether to moatio hold our common unit

7
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. Liquidity . EBITDA and Adjusted EBITDA allow us to assess #fdity of assets to generate cash sufficienetwise debt, make
distributions and undertake capital expenditurgseBninating the cash flow effect resulting frohetexisting capitalization of us
and other items such as dry-docking expenditureskiwg capital changes and foreign currency exchagains and losses (which
may vary significantly from period to period), EBYA and Adjusted EBITDA provide a consistent measafreur ability to
generate cash over the long term. Management hiseésformation as a significant factor in deterimg(a) our proper
capitalization (including assessing how much delim¢ur and whether changes to the capitalizatimukl be made) and
(b) whether to undertake material capital expemédgand how to finance them, all in light of exigticash distribution commitme!
to unitholders. Use of EBITDA and Adjusted EBITDA kquidity measures also permits investors to ssser fundamental ability
to generate cash sufficient to meet cash needsgding distributions on our common uni

Neither EBITDA nor Adjusted EBITDA, which are nonABP measures, should be considered as an alteertativet (loss) income,
operating income, cash flow from operating actdgtor any other measure of financial performandggoidity presented in accordance
with GAAP. EBITDA and Adjusted EBITDA exclude sonmjt not all, items that affect net (loss) income aperating income, and
these measures may vary among other companieeforerEBITDA and Adjusted EBITDA as presentedhiis Report may not be
comparable to similarly titled measures of othenpanies.

The following table reconciles our historical colidated EBITDA and Adjusted EBITDA to net (losstiome, and our historical
consolidated Adjusted EBITDA to net operating cistv.

Year Ended December 31
2008 2009 2010 2011 2012
(in thousands of US dollar

Reconciliation 0“EBITDA” and “Adjusted EBITDA” to “Net (loss)

incom¢”:

Net (loss) incom $(190,549 $120,80: $ 78,86: $(96,87) $123,01!
Depreciation and amortizatic 151,36! 165,14( 174,86: 176,48: 193,38:
Interest expense, net of interest incc 85,98¢ 48,12¢ 35,73¢ 35,557 46,77:
Income tax (recovery) expen (62,090 13,79: (9,719 6,67¢ (20,477
Depreciation and amortization and interest expemseof interest

income related to discontinued operati 20,21¢ 17,46¢ 16,31¢ 11,90¢ 1,77¢

EBITDA $ 4,930 $36532¢ $296,05! $133,75¢ $354,47:

Write down of vessel — — 9,441 36,86¢ 23,43(
Loss on sale of vesse — — — 171 1,112
Goodwill impairment charg 149,12¢ — — — —
Restructuring charg — 5,00¢ 11¢ 3,92¢ 1,11¢
Unrealized loss (gain) on derivative instrume 175,45t (113,57() 5,61¢ 107,86( (39,539
Realized loss on interest rate sw 21,47( 51,08« 49,22¢ 58,47¢ 58,59¢
Foreign exchange (gain) lo® (9,84)) 11,24: 3,09( 3,081 11,01:
Amortization of ir-process revenue contra (20,839 (6,957) (577 (1,079 (12,636
Write down of vessels and loss on sale of vessédsed to

discontinued operatior — — — 54,06¢ 7,67¢

Adjusted EBITDA $ 330,30 $312,14: $362,97¢ $390,96¢ $405,23¢

Reconciliation 0" Adjusted EBITD.” to“ Net operating cash flc”:

Net operating cash flo $198,31¢ $162,36: $286,58¢ $254,16: $267,49:
Expenditures for dry dockin 29,07¢ 41,86¢ 23,63 26,407 19,12:
Interest expense, net of interest incc 85,98¢ 48,12¢ 35,73¢ 35,55} 46,77:
Current income tax expense (recove 1,00¢ 5,58: 6,03¢ 7,29 (1,669
Realized loss (gain) on interest rate sw 21,47( 51,08« 49,22+ 58,47¢ 58,59¢
Change in working capit: (6,987 (8,937 (34,469 11,29¢ 17,447
Restructuring charg — 5,00¢ 11¢ 3,92¢ 1,11¢
Other, ne (1,759 5,61¢ (4,739 (6,827 (4,169
Interest expense, net of interest income relatetisimontinued

operations 3,18¢ 1,43( 83t 681 531

Adjusted EBITDA $330,30¢ $312,14: $362,97¢ $390,96¢( $405,23¢

(i) Foreign exchange (gain) loss excludes the uizeghgain of $10.7 million (2011 — loss of $1.6llmh, 2010 — gain of $4.0 million, 2009
and 200¢- $nil) on cross currency swaps, which is incorporatednrealized loss (gain) on derivative instrunsentthe table

(8) Expenditures for dry docking are disclosed @ash basis. Expenditures for vessels and equipexehides non-cash investing activities.
Please read Item }+ Financial Statements: Note — Supplemental Cash Flow Informatic

(9) Average number of vessels consists of the geenamber of owned and chartered-in vessels thag iweour possession during a period,
including the Dropdown Predecessor and those toditnued operation:
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(10) Vessel operating expenses and general anchadrative expenses include unrealized gain (losgjerivative instruments. Please read
Item 18- Financial Statements: Note — Derivative Instruments

(11) Non-controlling interests includes redeemable nonmiling interest. Please read Item 18 — Financiateé®nents: Note 15 (b) —
Commitments and Contingencit

Risk Factors
Our cash flow depends substantially on the abilitiyour subsidiaries to make distributions to us.
The source of our cash flow includes cash distitimst from our subsidiaries. The amount of cashsoisidiaries can distribute to us

principally depends upon the amount of cash thexegee from their operations, which may fluctuaterf quarter to quarter based on, among
other things:

. the rates they obtain from their charters and emtdrof affreightment (whereby our subsidiariesycan agreed quantity of cargo
for a customer over a specified trade route withgiven period of time’

. the price and level of production of, and demanddoude oil, particularly the level of productiahthe offshore oil fields our
subsidiaries service under contracts of affreigintty

. the operating performance of our FPSO units, wherebeipt of incentive-based revenue from our FRS&IDs is dependent upon
the fulfillment of the applicable performance cride

. the level of their operating costs, such as th¢ @osrews and repairs and maintenar
. the number of othire days for their vessels and the timing of, anthber of days required for, dry docking of vess

. the rates, if any, at which our subsidiaries maxglble to redeploy shuttle tankers in the spot ma&eonventional oil tankers
during any periods of reduced or terminated oibpiaiion at fields serviced by contracts of affreéfgant;

. delays in the delivery of any newbuildings or véssmdergoing conversion and the beginning of paytsender charters relating
those vessel:

. prevailing global and regional economic and pdditiconditions;
. currency exchange rate fluctuations; i
. the effect of governmental regulations and maritgek-regulatory organization standards on the condubusiness

The actual amount of cash our subsidiaries havidade for distribution also depends on other fegteuch as:

. the level of their capital expenditures, includiog maintaining vessels or converting existing es$or other uses and complying
with regulations

. their debt service requirements and restrictiondistributions contained in their debt instrume!

. fluctuations in their working capital neec

. their ability to make working capital borrowingsic

. the amount of any cash reserves, including resdordature maintenance capital expenditures, wagldapital and other matters,
established by the Board of Directors of our Gelneaatner at their discretio

The amount of cash our subsidiaries generate froenadions may differ materially from their profit loss for the period, which will be
affected by non-cash items. As a result of this thedother factors mentioned above, our subsidiariay make cash distributions during
periods when they record losses and may not matediatributions during periods when they recordimsome.

We may not have sufficient cash from operationsetoable us to pay the current level of distributieam our units or to maintain or increase
distributions.

The source of our earnings and cash flow includess dlistributions from our subsidiaries. Thereftine,amount of distributions we are able to
make to our unitholders will fluctuate based onlthesl of distributions made to us by our subsiésrOur subsidiaries may not make quar
distributions at a level that will permit us to migin or increase our quarterly distributions ia fhture. In addition, while we would expect to
increase or decrease distributions to our commdthalders if our subsidiaries increase or decrehsteibutions to us, the timing and amoun
any such increased or decreased distributionswilhecessarily be comparable to the timing anduanof the increase or decrease in
distributions made by our subsidiaries to us.

Our ability to distribute to our unitholders anyshave may receive from our subsidiaries is or malirhited by a number of factors, including,
among others:

. interest expense and principal payments on anybtedeess we incu
. distributions on any preferred units we may is:
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. restrictions on distributions contained in any of ourrent or future debt agreemet

. fees and expenses of us, our general partneffiliatas or third parties we are required to reimde or pay, including expenses we
incur as a result of being a public company;

. reserves our general partner believes are prudensfto maintain for the proper conduct of ouribess or to provide for future
distributions.

Many of these factors reduce the amount of casmase otherwise have available for distribution. Waymot be able to pay distributions, and
any distributions we do make may not be at or almawrecurrent level of quarterly distribution. Thet@al amount of cash that is available for
distribution to our unitholders depends on seviaetors, many of which are beyond the control obusur general partner.

Our ability to grow and to meet our financial needsay be adversely affected by our cash distributfmiicy.

Our cash distribution policy, which is consisterithwour partnership agreement, requires us toilige all of our available cash (as defined in
our partnership agreement) each quarter. Accorgliglr growth may not be as fast as businessesdimest their available cash to expand
ongoing operations.

In determining the amount of cash available fotritigtion, the Board of Directors of our GenerattRar, in making the determination on our
behalf, approves the amount of cash reserves s, including reserves for future maintenaresgetal expenditures, working capital and
other matters. We also rely upon external finansiogrces, including commercial borrowings, to faod capital expenditures. Accordingly, to
the extent we do not have sufficient cash resesvese unable to obtain financing, our cash distidn policy may significantly impair our
ability to meet our financial needs or to grow.

We must make substantial capital expenditures toimta@n the operating capacity of our fleet, whickeduces cash available for distribution.
In addition, each quarter our general partner is geired to deduct estimated maintenance capital exgitures from operating surplus
which may result in less cash available to unitheld than if actual maintenance capital expendituregre deducted.

We must make substantial capital expenditures tiotaia, over the long term, the operating capagftgur fleet. We intend to continue to
expand our fleet, which would increase the levedwf maintenance capital expenditures. Maintenaapéal expenditures include capital
expenditures associated with dry docking a vessetlifying an existing vessel or acquiring a newsebso the extent these expenditures are
incurred to maintain the operating capacity of fiegt. These expenditures could increase as at mafstthanges in:

. the cost of labor and materia

. customer requirement

. increases in fleet size or the cost of replacemessels

. governmental regulations and maritime -regulatory organization standards relating to gafcurity or the environment; a
. competitive standard

In addition, actual maintenance capital expenditwagy significantly from quarter to quarter basedthe number of vessels dry docked during
that quarter. Certain repair and maintenance i@msnore efficient to complete while a vessel idrijndock. Consequently, maintenance
capital expenditures will typically increase in ipels when there is an increase in the number cfelesiry docked. Significant maintenance
capital expenditures reduce the amount of cashatbdtave available for distribution to our unithedsl

Our partnership agreement requires our generatgratd deduct our estimated, rather than actuahtar@ance capital expenditures from
operating surplus each quarter in an effort to cedluctuations in operating surplus (as definedunpartnership agreement). The amount of
estimated maintenance capital expenditures dedfrciedoperating surplus is subject to review andnge by the Conflicts Committee of our
general partner at least once a year. In years whigmated maintenance capital expenditures ateehifpan actual maintenance capital
expenditures, the amount of cash available foriigion to unitholders is lower than if actual mi@nance capital expenditures were deducte
from operating surplus. If our general partner uadémates the appropriate level of estimated raaanice capital expenditures, we may have
less cash available for distribution in future pds when actual capital expenditures begin to ekoee previous estimates.

We require substantial capital expenditures to exgahe size of our fleet. We generally are requiredmake significant installment
payments for acquisitions of newbuilding vesselsfor the conversion of existing vessels prior taethdelivery and generation of revenu
Depending on whether we finance our expendituresathgh cash from operations or by issuing debt oy securities, our ability to mak
cash distributions may be diminished or our finaratileverage may increase or our unitholders maydikited.

Currently, the total delivered cost for a shutdeker is approximately $65 to $150 million, thetaafsconverting an existing tanker to an FSO
unit is approximately $50 to $200 million and tlestof an FPSO unit is approximately $100 millior$s® billion, although actual costs vary
significantly depending on the market price charggdhipyards, the size and specifications of #sel, governmental regulations and
maritime self-regulatory organization standards.

We and Teekay Corporation regularly evaluate armdymiopportunities to provide marine transportaservices and offshore oil production
and storage services for new or expanding offshoygects. Under an omnibus agreement that we hatezeal into in connection with our
initial public offering, Teekay Corporation is rerpd to offer to us, within 365 days of their deliies, certain shuttle tankers, FSO units and
FPSO units Teekay Corporation owns or may acquithe future, including certain vessels of TeekaypOratior s subsidiary Teeka



Petrojarl AS (ofTeekay Petrojar), provided the vessels are servicing contractl weimaining durations of greater than three ya&esmay
also acquire other vessels that Teekay Corporatiay offer us from time to time and we intend toguer direct acquisitions from third parties
and new offshore projects. Neither we nor Teekagp@ation may be awarded charters or contractéfiefightment relating to any of the

projects we pursue or it pursues, and we
10
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may choose not to purchase the vessels Teekay @tigois required to offer to us under the omniagseement. If we elect pursuant to the
omnibus agreement to obtain Teekay Corporationér@sts in any projects Teekay Corporation mayerded, or if we bid on and are
awarded contracts relating to any offshore projetwill need to incur significant capital expenudés to buy Teekay Corporation’s interest in
these offshore projects or to build the offshorgsun

We typically must pay between 10% to 20% of thechase price of a shuttle tanker upon signing thiehmse contract, even though deliver
the completed vessel will not occur until much igemproximately three to four years from the tithe order is placed). During the
construction period, we generally are required skeninstallment payments on newbuildings priothgrtdelivery, in addition to incurring
financing, miscellaneous construction and projeehagement costs. If we finance these acquisitistsduy issuing debt or equity securities,
we will increase the aggregate amount of interestsh required to maintain our current level aderly distributions to unitholders prior to
generating cash from the operation of the newngidi

To fund the remaining portion of existing or futwapital expenditures, we will be required to uashcfrom operations or incur borrowings or
raise capital through the sale of debt or addifi@aaity securities. Use of cash from operationsneduce cash available for distribution to
unitholders. Our ability to obtain bank financingto access the capital markets for future offesingay be limited by our financial condition at
the time of any such financing or offering as veallby adverse market conditions resulting from, rgmather things, general economic
conditions and contingencies and uncertaintiesatebeyond our control. Our failure to obtain filmeds for future capital expenditures could
have a material adverse effect on our businessltses operations and financial condition and o ability to make cash distributions. Evel
we are successful in obtaining necessary fundgetings of such financings could limit our abilitypay cash distributions to unitholders. In
addition, incurring additional debt may significgrihcrease our interest expense and financialrbgye and issuing additional equity securities
may result in significant unitholder dilution andwd increase the aggregate amount of cash requireghintain our current level of quarterly
distributions to unitholders, which could have aenial adverse effect on our ability to make caisitridbutions.

Our substantial debt levels may limit our flexiii in obtaining additional financing, refinancing redit facilities upon maturity, pursuing
other business opportunities and paying distribuigto you.

If we are awarded contracts for additional offshargjects or otherwise acquire additional vesselsusinesses, our consolidated debt may
significantly increase. As at December 31, 2012 total debt was approximately $1.8 billion and el the ability to borrow an additional
$213.5 million under our revolving credit faciliiesubject to limitations in the credit facilitié&e may incur additional debt under these or
future credit facilities. Two of our revolving crigéacilities will mature in late 2014 and requia aggregate principal repayment of $570.4
million. Our level of debt could have important sequences to us, including:

. our ability to obtain additional financing, if nexsary, for working capital, capital expendituresyiasitions or other purposes and
our ability to refinance our credit facilities mhg impaired or such financing may not be availaipléavorable terms

. we will need a substantial portion of our cash fkmwmake principal and interest payments on out,detducing the funds that
would otherwise be available for operations, futousiness opportunities and distributions to unitérs;

. our debt level may make us more vulnerable tharcommpetitors with less debt to competitive pressrea downturn in our
industry or the economy generally; &

. our debt level may limit our flexibility in respomdy to changing business and economic conditi
Our ability to service our debt depends upon, anathgr things, our future financial and operatiegfprmance, which will be affected by
prevailing economic conditions and financial, besi, regulatory and other factors, some of whietbagyond our control. If our operating
results are not sufficient to service our currarfuture indebtedness, we will be forced to takioas such as reducing distributions, reducing

or delaying our business activities, acquisitiongestments or capital expenditures, selling assessructuring or refinancing our debt, or
seeking additional equity capital or bankruptcytpetion. We may not be able to effect any of theseedies on satisfactory terms, or at all.

Financing agreements containing operating and finaial restrictions may restrict our business and &ncing activities.

The operating and financial restrictions and coméman our financing arrangements and any futurarfcing agreements for us could adversel
affect our ability to finance future operationscapital needs or to engage, expand or pursue @imdsas activities. For example, the
arrangements may restrict the ability of us andsulsidiaries to:

. incur or guarantee indebtedne

. change ownership or structure, including mergearyssalidations, liquidations and dissolutio
. make dividends or distribution

. make certain negative pledges and grant certais;|

. sell, transfer, assign or convey ass

. make certain investments; a

. enter into a new line of busine:

Six revolving credit facilities are guaranteed Isyand certain of our subsidiaries for all outstagdimounts and contain covenants that requir
us to maintain the greater of a minimum liquiditpagh, cash equivalents and undrawn committed reagpbredit lines with at least six mont



of maturity) of at least $75.0 million and 5.0%tbé our total consolidated debt. Our remaining texolving credit facilities are guaranteed by
Teekay Corporation and contain covenants that regiéekay Corporation to maintain the greater wiidimum liquidity (cash and cash
equivalents) of at least $50.0 million and 5.09d eékay Corporation’s total consolidated debt witiab recourse to Teekay Corporation. The
revolving credit facilities are collateralized hyst-priority mortgages granted on 29 of our vesstedgether with other related security. The
ability of Teekay
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Corporation or us to comply with covenants andriet&ins contained in debt instruments may be &éf@dy events beyond their or our cont
including prevailing economic, financial and indystonditions. If market or other economic condiSaleteriorate, compliance with these
covenants may be impaired. If restrictions, covésiaatios or tests in the financing agreementderached, a significant portion of the
obligations may become immediately due and payailnlé the lenders’ commitment to make further laaay terminate. Neither Teekay
Corporation nor we might have, or be able to obtsifficient funds to make these accelerated paygnémaddition, obligations under our
credit facilities are secured by certain vesseild,ibwe are unable to repay debt under the cfadilities, the lenders could seek to foreclose o
those assets.

We have one revolving credit facility that requitessto maintain a vessel value to outstanding drarintipal balance ratio of a minimum of
105%. As at December 31, 2012, this ratio was 1I¥8%.vessel value used in this ratio is the appdaislue prepared by us based on seconc
hand sale and purchase market data. A further dieldne recovery of the conventional tanker madaatld negatively affect this ratio.

At December 31, 2012 we and Teekay Corporation wecempliance with all covenants in the creditiides and long-term debt.
Restrictions in our debt agreements may prevenbusur subsidiaries from paying distribution:
The payment of principal and interest on our debitices cash available for distribution to us andwrunits. In addition, our and our
subsidiaries’ financing agreements prohibit therpemt of distributions upon the occurrence of tHefang events, among others:
. failure to pay any principal, interest, fees, exg@mnor other amounts when d
. failure to notify the lenders of any material @ilsor discharge of hazardous material, or of antion or claim related theret
. breach or lapse of any insurance with respect $sels securing the facilitie
. breach of certain financial covenar
. failure to observe any other agreement, securgframent, obligation or covenant beyond specifigie periods in certain cas¢
. default under other indebtedne
. bankruptcy or insolvency even
. failure of any representation or warranty to beeriatly correct;
. a change of control, as defined in the applicable@ment; an
. a material adverse effect, as defined in the agplecagreemen

We derive a substantial majority of our revenuesiin a limited number of customers, and the loss afyauch customers could result in a
significant loss of revenues and cash flo

We have derived, and we believe we will continudédve, a substantial majority of revenues andh ¢ksv from a limited number of
customers. Petrobras Transporte S.A., Statoil ARAisman Energy Inc and Teekay Corporation accalftteapproximately 28%, 21%, 13%,
and 10%, and 24%, 24%, 13%, and 11%, respectigéonsolidated revenues from continuing operatituréng 2012 and 2011, respectively.
Statoil ASA, Petrobras Transporte S.A., Talismaergy Inc, and Teekay Corporation accounted for @gprately 28%, 21%, 13%, and 10%,
respectively, of consolidated revenues from comigwperations during 2010. No other customer actamlifor 10% or more of revenues from
continuing operations during any of these periods.

If we lose a key customer, we may be unable toioléplacement long-term charters or contractsfofightment and may become subject,
with respect to any shuttle tankers redeployedamventional oil tanker trades, to the volatile spairket, which is highly competitive and
subject to significant price fluctuations. If a tarser exercises its right under some charters tohase the vessel, we may be unable to acqui
an adequate replacement vessel. Any replacemeruileimg would not generate revenues during itsstmction and we may be unable to
charter any replacement vessel on terms as fawtahls as those of the terminated charter.

The loss of any of our significant customers ccudsle a material adverse effect on our businessltsesf operations and financial condition
and our ability to make cash distributions.

We depend on Teekay Corporation to assist us inrapieg our businesses and competing in our markets.

We and our operating subsidiaries have enteredvarious services agreements with certain subsdiaf Teekay Corporation pursuant to
which those subsidiaries will provide to us alloofr administrative services and to the operatirfigisliaries substantially all of their
managerial, operational and administrative serviteduding vessel maintenance, crewing, crew tr@inpurchasing, shipyard supervision,
insurance and financial services) and other teetied advisory services. Our operational succedshility to execute our growth strategy
depends significantly upon the satisfactory perémoe of these services by the Teekay Corporatibsidiaries. Our business will be harme
such subsidiaries fail to perform these servicésfaatorily or if they stop providing these semsécto us or our operating subsidiaries.

Our ability to compete for offshore oil marine tsportation, processing and storage projects aedter into new charters or contracts of
affreightment and expand our customer relationstiggends largely on our ability to leverage ouatiehship with Teekay Corporation and its
reputation and relationships in the shipping indusf Teekay Corporation suffers material damamés reputation or relationships, it may
harm the ability of us or other subsidiaries to:



renew existing charters and contracts of affreigimttupon their expiratior
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. obtain new charters and contracts of affreightm

. successfully interact with shipyards during periotishipyard construction constrain
. obtain financing on commercially acceptable teran:

. maintain satisfactory relationships with suppliensl other third partie:

If our ability to do any of the things describedwab is impaired, it could have a material adveféeceon our business, results of operations
and financial condition and our ability to makelcalsstributions.

Our operating subsidiaries may also contract wattiain subsidiaries of Teekay Corporation for tieelay Corporation subsidiaries to have
newbuildings constructed or existing vessels caedeon behalf of the operating subsidiaries ariddar the construction-related financing.
The operating subsidiaries would purchase the \&eseor after delivery based on an agreed-uparepNone of our operating subsidiaries
currently has this type of arrangement with TeeRayporation or any of its affiliates.

Our growth depends on continued growth in demand &fshore oil transportation, processing and st@e services.

Our growth strategy focuses on expansion in thétlshianker, FSO and FPSO sectors. Accordingly,gnawth depends on continued growth
in world and regional demand for these offshoreises, which could be negatively affected by a nemdf factors, such as:

. decreases in the actual or projected price ofadilch could lead to a reduction in or terminatidmpooduction of oil at certain fields
we service or a reduction in exploration for or elepment of new offshore oil field

. increases in the production of oil in areas linkgdipelines to consuming areas, the extensiorxistirg, or the development of
new, pipeline systems in markets we may serveheconversion of existing n-oil pipelines to oil pipelines in those marke

. decreases in the consumption of oil due to incieasis price relative to other energy sourcelepfactors making consumption
oil less attractive or energy conservation meas!

. availability of new, alternative energy sourced]

. negative global or regional economic or politicahditions, particularly in oil consuming regionshish could reduce energy
consumption or its growth. Reduced demand for offsimarine transportation, processing or storagéces would have a mater
adverse effect on our future growth and could haambusiness, results of operations and financiadltion.

Because payments under our contracts of affreightthare based on the volume of oil transported ang@artion of the payments under ot
FPSO units operations contracts are based on thtuxte of oil produced, utilization of our shuttle tker fleet, the success of our shuttle
tanker business and the revenue from our FPSO undepends upon continued production from existingreew oil fields, which is beyond
our control and generally declines naturally overnte.

A portion of our shuttle tankers operate under @mts of affreightment. Payments under these castif affreightment are based upon the
volume of oil transported, which depends upon éwell of oil production at the fields we service anthe contracts. Payments made to us
under FPSO operations contracts are partially baseth incentive component, which is determinethieywolume of oil produced. Oil
production levels are affected by several factaltxf which are beyond our control, including: tggic factors, including general declines in
production that occur naturally over time; mechahfailure or operator error; the rate of technibavelopments in extracting oil and related
infrastructure and implementation costs; the abdity of necessary drilling and other governmergafmits; the availability of qualified
personnel and equipment; strikes, employee lockmutgher labor unrest; and regulatory changeadttition, the volume of oil produced may
be adversely affected by extended repairs to @il finstallations or suspensions of field operatiaa a result of oil spills or otherwise.

The rate of oil production at fields we service ndggline from existing or future levels. If suchealuction occurs, the spot market rates in the
conventional oil tanker trades at which we may thle ¢o redeploy the affected shuttle tankers malptver than the rates previously earned by
the vessels under the contracts of affreightmemt.nvely receive a reduced production incentive paymeno production incentive payment
under thePetrojarl Vargoperations contract depending on production leviedisman Energy Norge AS (dralisman Energy may terminate
the Petrojarl Vargoperations contract if the Varg field does notgislfficient revenues. Low spot market rates ferghuttle tankers or any
idle time prior to the commencement of a new cattoa our inability to redeploy any of our FPSOtsrit an acceptable rate may have an
adverse effect on our business and operating sesult

The duration of many of our shuttle tanker, FSO arfePSO contracts is the life of the relevant oil kieor is subject to extension by the field
operator or vessel charterer. If the oil field noriger produces oil or is abandoned or the contréetm is not extended, we will no longer
generate revenue under the related contract and wéded to seek to redeploy affected ves:

Many of our shuttle tanker contracts have a “lifefield” duration, which means that the contrachtinues until oil production at the field
ceases. If production terminates for any reasomavenger will generate revenue under the relatedract. Other shuttle tanker, FSO and
FPSO contracts under which our vessels operatsudiject to extensions beyond their initial termeTikelihood of these contracts being
extended may be negatively affected by reductioralifield reserves, low oil prices generally aher factors. If we are unable to promptly
redeploy any affected vessels at rates at leasi ¢égjthose under the contracts, if at all, ourrapeg results will be harmed. Any potential
redeployment may not be under long-term contradiéch may affect the stability of our cash flow amar ability to make cash distributions.
FPSO units, in particular, are specialized vedbelshave very limited alternative uses and highdicosts. In addition, FPSO units typically
require substantial capital investments prior tm@peedeployed to a new field and production sendgreement. Any idle time prior to t



commencement of a new contract or our inabilityeideploy the vessels at acceptable rates may meadveerse effect on our business and
operating results.
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Future adverse economic conditions, including digions in the global credit markets, could adverngelffect our results of operations.

In recent years, the global economy experienceztanomic downturn and crisis in the global finahoarkets that produced illiquidity in the
capital markets, market volatility, heightened esqoe to interest rate and credit risks and redacedss to capital markets. If there is econc
instability in the future, we may face restrictet@ss to the capital markets or secured debt Iensiech as our revolving credit facilities. The
decreased access to such resources could havedatadverse effect on our business, financiatldt@m and results of operations.

Future adverse economic conditions may affect oustomers’ ability to charter our vessels and pay éur services and may adversely
affect our business and results of operations

Future adverse economic conditions may lead tachngein our customers’ operations or ability toygar our services, which could result in
decreased demand for our vessels and servicesuStamer’s inability to pay could also result ieithdefault on our current contracts and
charters. The decline in the amount of servicesestgd by our customers or their default on outrects with them could have a material
adverse effect on our business, financial condiiod results of operations.

The results of our shuttle tanker operations in tiNorth Sea are subject to seasonal fluctuations.

Due to harsh winter weather conditions, oil fieftkators in the North Sea typically schedule altfolrm and other infrastructure repairs and
maintenance during the summer months. Becausedha Nea is one of our primary existing offsholentérkets, this seasonal repair and
maintenance activity contributes to quarter-to-tgravolatility in our results of operations, as ibduction typically is lower in the second and
third quarters in this region compared with producin the first and fourth quarters. Because digoof our North Sea shuttle tankers operate
under contracts of affreightment, under which rexeis based on the volume of oil transported, ¢isalts of these shuttle tanker operations in
the North Sea under these contracts generallyctefies seasonal production pattern. When we regegiifected shuttle tankers as conventic
oil tankers while platform maintenance and repaiesconducted, the overall financial results fer Borth Sea shuttle tanker operations may b
negatively affected as the rates in the conventioihganker markets at times may be lower thant@mt of affreightment rates. In addition, we
seek to coordinate some of the general dry-dockémgdule of our fleet with this seasonality, whichy result in lower revenues and increase
dry-docking expenses during the summer months.

Our growth depends on our ability to expand relatships with existing customers and obtain new custas, for which we will face
substantial competition

One of our principal objectives is to enter intaiidnal long-term, fixed-rate time charters anafracts of affreightment. The process of
obtaining new londerm time charters and contracts of affreightmsihtighly competitive and generally involves an irsige screening proce
and competitive bids, and often extends for sewvamiths. Shuttle tanker, FSO and FPSO contractaveseded based upon a variety of factor:
relating to the vessel operator, including:

. industry relationships and reputation for custosewice and safet
. experience and quality of ship operatic

. quality, experience and technical capability of thew;

. relationships with shipyards and the ability to g@itable berths

. construction management experience, including ltiigyato obtain on-time delivery of new vesselsading to customer
specifications

. willingness to accept operational risks pursuarthéocharter, such as allowing termination of tharter for force majeure
events; ant

. competitiveness of the bid in terms of overall pr

We expect substantial competition for providingveees for potential shuttle tanker, FSO and FPSgpepts from a number of experienced
companies, including state-sponsored entities.Ad@max conventional tanker business also facestanbial competition from major olil
companies, independent owners and operators and sited tankers. Many of our competitors haveifioggmtly greater financial resources
than do we, or Teekay Corporation, which also naymete with us. We anticipate that an increasingber of marine transportation
companies — including many with strong reputatiang extensive resources and experience — will é#melFSO and FPSO sectors. This
increased competition may cause greater price cttiopefor charters. As a result of these factere,may be unable to expand our
relationships with existing customers or to obtaéw customers on a profitable basis, if at all,cihwvould have a material adverse effect on
our business, results of operations and financiatlition and our ability to make cash distributions

Delays in deliveries of newbuilding vessels or ohgersions of existing vessels could harm our of@rg results.

The delivery of any newbuildings or vessel conva@rsiwe may order could be delayed, which wouldydela receipt of revenues under the
charters or other contracts related to the vesketsddition, under some charters we may enterthdbare related to a newbuilding or
conversion, if our delivery of the newbuilding @mwerted vessel to our customer is delayed, welmagquired to pay liquidated damages
during the delay. For prolonged delays, the custansy terminate the charter and, in addition tordwilting loss of revenues, we may be
responsible for substantial liquidated damages.

The completion and delivery of newbuildings or ws®nversions could be delayed becaus



quality or engineering problems, the risk of whinhy be increased with FPSO units due to their ieehnomplexity;
changes in governmental regulations or maritim&regulatory organization standari
work stoppages or other labor disturbances attipyard,;
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. bankruptcy or other financial crisis of the shigteir;

. a backlog of orders at the shipya

. political or economic disturbance

. weather interference or catastrophic event, sueéhragjor earthquake or fir

. requests for changes to the original vessel sgatifins;

. shortages of or delays in the receipt of necessamgtruction materials, such as st
. inability to finance the construction or conversitfrthe vessels; ¢

. inability to obtain requisite permits or approv:

If delivery of a vessel is materially delayed,dutd adversely affect our results of operations famahcial condition and our ability to make
cash distributions.

Charter rates for conventional oil tankers may fltigate substantially over time and may be lower whee are attempting to recharter
conventional oil tankers, which could adversely aft operating results. Any changes in charter rafes shuttle tankers or FSO or FPSO
units could also adversely affect redeployment ogtpoities for those vessels.

Our ability to recharter our conventional oil tar&kéollowing expiration of existing time-charterrtcacts and the rates payable upon any
renewal or replacement charters will depend upomray other things, the state of the conventiondtéamarket. Conventional oil tanker
trades are highly competitive and have experiesgguficant fluctuations in charter rates basedammong other things, oil and vessel demanc
For example, an oversupply of conventional oil eskcan significantly reduce their charter ratdser€ also exists some volatility in charter
rates for shuttle tankers and FSO and FPSO units.

Over time, the value of our vessels may declineicliltould adversely affect our operating results.

Vessel values for shuttle tankers, conventionalamikers, FSO and FPSO units can fluctuate sulistgrdver time due to a number of differ
factors, including:

. prevailing economic conditions in oil and energyrkess;
. a substantial or extended decline in demand fo
. increases in the supply of vessel capa

. the cost of retrofitting or modifying existing vess, as a result of technological advances in Velestgn or equipment, changes in
applicable environmental or other regulations andards, or otherwise; a

. a decrease in oil reserves in the fields and diélkels in which our FPSO units might otherwise lepldyed.

Vessel values may decline from existing levels, @egbel values in particular have declined oveiptst few years. If operation of a vessel is
not profitable, or if we cannot re-deploy a vessgealttractive rates upon termination of its cortireather than continue to incur costs to
maintain and finance the vessel, we may seek twdesof it. Our inability to dispose of the vessish reasonable value could result in a loss ©
its sale and adversely affect our results of op@ratand financial condition. Further, if we detéreat any time that a vessefuture useful lif
and earnings require us to impair its value onfimancial statements, we may need to recognizgrafgiant charge against our earnings.

Climate change and greenhouse gas restrictions radyersely impact our operations and markets.

Due to concern over the risk of climate changayraler of countries have adopted, or are considén@gdoption of, regulatory frameworks
to reduce greenhouse gas emissions. These regulagasures include, among others, adoption of ndgrade regimes, carbon taxes,
increased efficiency standards, and incentivesandates for renewable energy. Compliance with obsnglaws, regulations and obligations
relating to climate change could increase our amdéted to operating and maintaining our vessadsraquire us to install new emission
controls, acquire allowances or pay taxes relataalit greenhouse gas emissions, or administer anadge a greenhouse gas emissions
program. Revenue generation and strategic growpbriynities may also be adversely affected.

Adverse effects upon the oil industry relating limate change may also adversely affect demandudpservices. Although we do not expect
that demand for oil will lessen dramatically oviee short term, in the long term climate change redyice the demand for oil or increased
regulation of greenhouse gases may create greatmtives for use of alternative energy sourcey.ldng-term material adverse effect on the
oil industry could have a significant financial amgerational adverse impact on our business thaameot predict with certainty at this time.

We may be unable to make or realize expected b&n&fim acquisitions, and implementing our growtkrategy through acquisitions may
harm our business, financial condition and operagiresults.

Our growth strategy includes selectively acquiraxgsting shuttle tankers and FSO and FPSO unibeisinesses that own or operate these
types of vessels. Historically, there have beey f@w purchases of existing vessels and businésghe FSO and FPSO segments. Factors
may contribute to a limited number of acquisitigeportunities for FSO units and FPSO units in tharnerm include the relatively small
number of independent FSO and FPSO fleet ownerddition, competition from other companies, mafwbich have significantly great:



financial resources than do we or Teekay Corpanatiould reduce our acquisition opportunities arseaus to pay higher prices.

15



Table of Contents

Any acquisition of a vessel or business may nqtrioéitable at or after the time of acquisition andy not generate cash flow sufficient to
justify the investment. In addition, our acquisitigrowth strategy exposes us to risks that may leanbusiness, financial condition a
operating results, including risks that we may:

. fail to realize anticipated benefits, such as nest@mer relationships, c-savings or cash flow enhanceme;

. be unable to hire, train or retain qualified shanel seafaring personnel to manage and operate@uing business and flee

. decrease our liquidity by using a significant pmmtdf available cash or borrowing capacity to ficmacquisitions

. significantly increase our interest expense orrfaial leverage if we incur additional debt to fiearacquisitions

. incur or assume unanticipated liabilities, lossesasts associated with the business or vesselsradgor

. incur other significant charges, such as impairneégioodwill or other intangible assets, asset tatan or restructuring charge
Unlike newbuildings, existing vessels typically gt carry warranties as to their condition. While generally inspect existing vessels prior to
purchase, such an inspection would normally notigeus with as much knowledge of a vessel's camtias we would possess if it had been

built for us and operated by us during its life pRies and maintenance costs for existing vesselditficult to predict and may be substantially
higher than for vessels we have operated sinceviieeg built. These costs could decrease our cashghd reduce our liquidity.

Our substantial operations outside the United S&#xpose us to political, governmental and economatability, which could harm our
operations.

Because our operations are primarily conducteddritsf the United States, they may be affecteddmnemic, political and governmental
conditions in the countries where we engage inf@ss or where our vessels are registered. Anymdisrucaused by these factors could harm
our business, including by reducing the levelsibéxploration, development and production actastin these areas. We derive some of our
revenues from shipping oil from politically unstalskgions. Conflicts in these regions have inclualtaicks on ships and other efforts to dis
shipping. Hostilities or other political instabylitn regions where we operate or where we may ep@&auld have a material adverse effect on
the growth of our business, results of operatiarsfanancial condition and ability to make cashtilimitions. In addition, tariffs, trade
embargoes and other economic sanctions by the dUSieges or other countries against countries utlgast Asia or elsewhere as a result of
terrorist attacks, hostilities or otherwise mayititrading activities with those countries, whiabudd also harm our business and ability to mak
cash distributions. Finally, a government coulduisiion one or more of our vessels, which is miéstly during war or national emergency.
Any such requisition would cause a loss of the eeasd could harm our cash flow and financial rssul

Marine transportation is inherently risky, particarly in the extreme conditions in which many of owessels operate. An incident involvil
significant loss of product or environmental contamation by any of our vessels could harm our reptitsmn and business

Vessels and their cargoes and oil production fasliwe service are at risk of being damaged dalesause of events such as:
. marine disaster:
. bad weathet
. mechanical failures
. grounding, capsizing, fire, explosions and collisiy
. piracy;
. human error; an
. war and terrorismr

Our shuttle tanker fleet and tRetrojarl VargFPSO unit operate in the North Sea. Harsh weathdittons in this region and other regions in
which our vessels operate may increase the risklti§ions, oil spills, or mechanical failures.

An accident involving any of our vessels could fesuany of the following:
. death or injury to persons, loss of property or dgento the environment and natural resout
. delays in the delivery of carg
. loss of revenues from charters or contracts oéaffitment;
. liabilities or costs to recover any spilled oilather petroleum products and to restore the-system affected by the spi
. governmental fines, penalties or restrictions amdewting busines:
. higher insurance rates; a
. damage to our reputation and customer relationgiepsrally.
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Any of these results could have a material adveffeet on our business, financial condition andrapeg results. In addition, any damage to,
or environmental contamination involving, oil pradion facilities serviced could suspend that senénd result in loss of revenues.

Our insurance may not be sufficient to cover losghat may occur to our property or as a result afrooperations.

The operation of shuttle tankers, conventionatasikers and FSO and FPSO units is inherently riskyisks may not be adequately insured
against, and any particular claim may not be pgithburance. In addition, substantially all of @essels are not insured against loss of
revenues resulting from vessel off-hire time, bamedhe cost of this insurance compared to ouhwéf-experience. Any significant off-hire
time of our vessels could harm our business, ojpgragsults and financial condition. Any claimsatihg to our operations covered by
insurance would be subject to deductibles, ancesinis possible that a large number of claims @yrought, the aggregate amount of these
deductibles could be material. Certain insurane@i@ge is maintained through mutual protectioniaddmnity associations, and as a membe
of such associations we may be required to makeiaa payments over and above budgeted premifimginber claims exceed association
reserves.

We may be unable to procure adequate insuranceag®at commercially reasonable rates in the futtwe example, more stringent
environmental regulations have led in the pashtogased costs for, and in the future may resultiériack of availability of, insurance against
risks of environmental damage or pollution. A catgshic oil spill or marine disaster could excekd insurance coverage, which could harm
our business, financial condition and operatingltssAny uninsured or underinsured loss could haumbusiness and financial condition. In
addition, the insurance may be voidable by thergrsuas a result of certain actions, such as v@fséhg to maintain certification with
applicable maritime self-regulatory organizations.

Changes in the insurance markets attributablertorist attacks may also make certain types ofriansce more difficult to obtain. In addition,
the insurance that may be available may be sigmiflg more expensive than existing coverage.

We may experience operational problems with vesteds$ reduce revenue and increase costs.

Shuttle tankers, FSO units and FPSO units are aoogid their operations are technically challengarine transportation operations are
subject to mechanical risks and problems. Operatiproblems may lead to loss of revenue or highan @anticipated operating expenses or
require additional capital expenditures. Any ofsiaeesults could harm our business, financial ¢ardand operating results.

Terrorist attacks, piracy, increased hostilities war could lead to further economic instability, ineased costs and disruption of business.

Terrorist attacks, piracy and the current conflintthe Middle East, and other current and futweflicts, may adversely affect our business,
operating results, financial condition, and abitityraise capital and future growth. Continuingthities in the Middle East may lead to
additional armed conflicts or to further acts afdeism and civil disturbance in the United Stateglsewhere, which may contribute further to
economic instability and disruption of oil produstiand distribution, which could result in redudeanand for our services.

In addition, oil facilities, shipyards, vesselspglines, oil fields or other infrastructure couleltargets of future terrorist attacks and our Vesse
could be targets of pirates or hijackers. Any saithcks could lead to, among other things, bodilyri or loss of life, vessel or other property
damage, increased vessel operational costs, imgludsurance costs, and the inability to transpibtb or from certain locations. Terrorist
attacks, war, piracy, hijacking or other eventsdmelyour control that adversely affect the distridmut production or transportation of oil to be
shipped by us could entitle customers to termittagecharters and impact the use of shuttle tanksisr contracts of affreightment, which
would harm our cash flow and business.

Acts of piracy on ocee-going vessels have recently increased in frequengyich could adversely affect our business.

Acts of piracy have historically affected oceanrgpiessels trading in regions of the world sucthasSouth China Sea and the Gulf of Aden
off the coast of Somalia. In recent years, thetfeeqy and severity of piracy incidents has sigaifity increased, particularly in the Gulf of
Aden and Indian Ocean. If these piracy attacksltr@stegions in which our vessels are deployesdeiamed on the Joint War Committee
Listed Areas, war risk insurance premiums payatesdich coverage can increase significantly antd ssurance coverage may be more
difficult to obtain. In addition, crew costs, indimg costs which may be incurred to the extent mpley on-board security guards, could
increase in such circumstances. We may not be atidglinsured to cover losses from these incidevitéch could have a material adverse
effect on us. In addition, hijacking as a resulanfact of piracy against our vessels, or an iser@acost or unavailability of insurance for our
vessels, could have a material adverse impact phuginess, financial condition and results of afiens.

The offshore shipping and storage industry is sutfj¢éo substantial environmental and other regulatis, which may significantly limit
operations or increase expenses.

Our operations are affected by extensive and charigternational, national and local environmeptattection laws, regulations, treaties and
conventions in force in international waters, thiesdictional waters of the countries in which wessels operate, as well as the countries o
vessels’ registration, including those governingspills, discharges to air and water, and the hagénd disposal of hazardous substances ar
wastes. Many of these requirements are designestitwe the risk of oil spills and other pollutidm.addition, we believe that the heightened
environmental, quality and security concerns ofitaace underwriters, regulators and chartererdedtl to additional regulatory requirements
including enhanced risk assessment and securityresgents and greater inspection and safety remeinés on vessels. We expect to incur
substantial expenses in complying with these lawgsragulations, including expenses for vessel nmatibns and changes in operating
procedures



These requirements can affect the resale valusefullives of our vessels, require a reductiondrgo capacity, ship modifications or
operational changes or restrictions, lead to deeckavailability of insurance coverage for enviremtal matters or result in the denial of ac
to certain jurisdictional waters or ports, or déimmin, certain ports. Under local, national andefgn laws, as well as international treaties anc

conventions, we could incur material liabilitiescliuding cleanup obligations, in the event thatetie a release of petroleum or hazardous
substances from our
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vessels or otherwise in connection with our opersti We could also become subject to personabimjuproperty damage claims relating to
the release of or exposure to hazardous matesatscmted with our operations. In addition, failtoeomply with applicable laws and
regulations may result in administrative and gdbghalties, criminal sanctions or the suspensideronination of our operations, including, in
certain instances, seizure or detention of ourelesPlease see Item 4. Information on the PatiiersB. Business OverviewRegulations fa
important information on these regulations, inchgdpotential impacts on us.

Exposure to currency exchange rate fluctuations s in fluctuations in cash flows and operating selts.

We currently are paid partly in Norwegian Kronedansome of our time charters and contracts oéigffitment. In addition, we and our
operating subsidiaries have entered into servigemeaents with certain subsidiaries of Teekay Qatmn pursuant to which those
subsidiaries provide to us administrative servaned to our operating subsidiaries managerial, dipai@ and administrative services. Under
the services agreements, the applicable subsigliafi€eekay Corporation are paid in U.S. dollarséasonable direct and indirect expenses
incurred in providing the services. A substantiajjonity of those expenses are in Norwegian KroRrctuating exchange rates may result in
increased payments by us under the services agneeihthe strength of the U.S. Dollar declinestisle to the Norwegian Kroner. We have
entered into foreign currency forward contracteconomically hedge portions of our forecasted edjteres denominated in Norwegian
Kroner. We also incur interest expense on our NgrareKroner-denominated bonds. We have enterecchogs-currency swaps to
economically hedge the foreign exchange risk orptirecipal and interest.

Many seafaring employees are covered by colledbasgaining agreements and the failure to renew tleosgreements or any future labt
agreements may disrupt operations and adverselgetfbur cash flows.

A significant portion of Teekay Corporation’s saafs that crew certain of our vessels and Norwepased onshore operational staff that
provide services to us are employed under collediargaining agreements. Teekay Corporation magrbesubject to additional labor
agreements in the future. Teekay Corporation m#fgsiabor disruptions if relationships deterioratith the seafarers or the unions that
represent them. The collective bargaining agreesmaaly not prevent labor disruptions, particularlyew the agreements are being
renegotiated. Salaries are typically renegotiatetually or bi-annually for seafarers and annuadlydnshore operational staff and higher
compensation levels will increase our costs of ap@ns. Although these negotiations have not caletmat disruptions in the past, any future
labor disruptions could harm our operations anddcbave a material adverse effect on our busiessits of operations and financial
condition and ability to make cash distributions.

Teekay Corporation may be unable to attract andaietqualified, skilled employees or crew necesstrypperate our business, or may have
to pay substantially increased costs for its emjgley and crew.

Our success depends in large part on Teekay Cdipugaability to attract and retain highly skilleshd qualified personnel. In crewing our
vessels, we require technically skilled employeih specialized training who can perform physicalgmanding work. Competition to attract
and retain qualified crew members is intense, aad enanning costs continue to increase. If we atehle to increase our rates to comper
for any crew cost increases, our financial condiind results of operations may be adversely &fed@ny inability we experience in the fut
to hire, train and retain a sufficient number oélified employees could impair our ability to maeagaintain and grow our business.

Teekay Corporation and its affiliates may engagedompetition with us.

Teekay Corporation and its affiliates may engageompetition with us. Pursuant to an omnibus agezgwe entered into in connection with
our initial public offering, Teekay Corporation, i@y LNG Partners L.P. (NYSE: TGP) and their repecontrolled affiliates (other than us
and our subsidiaries) generally have agreed nebgage in, acquire or invest in any business taspoperates or charters (a) dynamically-
positioned shuttle tankers (other than those ojperat the conventional oil tanker trade under cacts with a remaining duration of less than
three years, excluding extension options), (b) E®&{@s or (c) FPSO units (collectivebffshore vesselswithout the consent of our general
partner. The omnibus agreement, however, allowgaye€orporation, Teekay LNG Partners L.P. and &suoh controlled affiliates to:

. own, operate and charter offshore vessels if thraheing duration of the time charter or contracafffeightment for the vessel,
excluding any extension options, is less than thesgs;

. own, operate and charter offshore vessels andcecketathe charters or contracts of affreightment @eguas part of a business or
package of assets and operating or chartering tresseels if a majority of the value of the totadets or business acquired is not
attributable to the offshore vessels and relatedraots, as determined in good faith by Teekay Garjion’s Board of Directors or
the conflicts committee of the Board of DirectofsTeekay LNG Partners L.P.’s general partner, gdieable; however, if at any
time Teekay Corporation or Teekay LNG Partners tdPpletes such an acquisition, it must, within 8&gs of the closing of the
transaction, offer to sell the offshore vesselstated contracts to us for their fair market eghlus any additional tax or other
similar costs to Teekay Corporation or Teekay LNgBtiers L.P. that would be required to transfenigsels and contracts to us
separately from the acquired business or packagessifs; o

. own, operate and charter offshore vessels andecetahe charters and contracts of affreightmentrtlate to tenders, bids or
awards for an offshore project that Teekay Corpamnadr any of its subsidiaries submits or receivesyever, at least 365 days after
the delivery date of any such offshore vessel, agé&bkorporation must offer to sell the vessel athaktee time charter or contract of
affreightment to us, with the vessel valued (a)rfewbuildings originally contracted by Teekay Cogimn, at its “fully-built-up
cost” (which represents the aggregate expenditnoesred (or to be incurred prior to delivery tg by Teekay Corporation to
acquire, construct and/or convert and bring suéhofe vessel to the condition and location neecgdgsa our intended use, plus
project development costs for completed projectsmnjects that were not completed but, if completeould have been subject to



an offer to us) and (b) for any other vessels, @ge&korporation’s cost to acquire a newbuilding frahird party or the fair market
value of an existing vessel, as applicable, plusaich case any subsequent expenditures that weufttlnded in the “fully-built-up
cos” of converting the vessel prior to delivery to

If we decline the offer to purchase the offshoreseds and time charters described above, Teekgo€xion or Teekay LNG Partners L.P., as
applicable, may own and operate the offshore vesbat may not expand that portion of its business.
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In addition, pursuant to the omnibus agreementkdg€orporation, Teekay LNG Partners L.P. and drthair respective controlled affiliates
(other than us and our subsidiaries) may:

. acquire, operate and charter offshore vesselsedatdd time charters and contracts of affreightnfemir general partner has
previously advised Teekay Corporation or Teekay LIRHBtners L.P. that our general partner's Boatrdiodctors has elected, with
the approval of its Conflicts Committee, not to ®aws or our controlled affiliates to acquire oeigbe the vessels and related time
charters and contracts of affreightme

. acquire up to a 9.9% equity ownership, voting afipparticipation interest in any publicly-tradedmpany that engages in,
acquires or invests in any business that owns erabgs or charters offshore vessels and relatetddivarters and contracts of
affreightment;

. provide ship management services relating to owropgrating or chartering offshore vessels andedlime charters and contra
of affreightment; ol

. own a limited partner interest in Teekay Offshome@ting L.P. (0OPCO) or own shares of Teekay Petroji

If there is a change of control of Teekay Corporatr of the general partner of Teekay LNG Parthdps, the non-competition provisions of
the omnibus agreement may terminate, which ternonatbuld have a material adverse effect on ouimiass, results of operations and
financial condition and our ability to make cashtdbutions.

Our general partner and its other affiliates ownantrolling interest in us and have conflicts of iarest and limited fiduciary duties, which
may permit them to favor their own interests to seof unitholders.

As at March 1, 2013, Teekay Corporation indirectiyns the 2.0% general partner interest and a 27IB6/&ed partner interest in us and
controls our general partner, which controls ushéugh our general partner has a fiduciary dutyémage us in a manner beneficial to us anc
our unitholders, the directors and officers of ganeral partner have a fiduciary duty to managegeueral partner in a manner beneficial to
Teekay Corporation. Furthermore, certain directors officers of our general partner are directorsfficers of affiliates of our general partn
Conflicts of interest may arise between Teekay Gaon and its affiliates, including our generatiper, on the one hand, and us and our
unitholders, on the other hand. As a result ofélmmflicts, our general partner may favor its aaterests and the interests of its affiliates ove
the interests of our unitholders. These confliotdude, among others, the following situations:

. neither our partnership agreement nor any otheremgent requires Teekay Corporation or its affiigher than our general
partner) to pursue a business strategy that fax®oos utilizes our assets, and Teekay Corporatioffisers and directors have a
fiduciary duty to make decisions in the best init&s@f the stockholders of Teekay Corporation, Win@ay be contrary to our
interests

. the Chief Executive Officer and Chief Financial ioéf and three of the directors of our generalnmaralso serve as executive
officers or directors of Teekay Corporation anddeeeral partner of Teekay LNG Partners L

. our general partner is allowed to take into acco@tinterests of parties other than us, such akayeCorporation, in resolving
conflicts of interest, which has the effect of limg its fiduciary duty to our unitholder

. our general partner has limited its liability amdluced its fiduciary duties under the laws of therdfall Islands, while also
restricting the remedies available to our unithoddend unitholders are treated as having agretitetmodified standard of fiducia
duties and to certain actions that may be takeounygeneral partner, all as set forth in our pasinip agreemen

. our general partner determines the amount and dimfirour asset purchases and sales, capital expeggliborrowings, issuances
additional partnership securities and reserves) ewhich can affect the amount of cash that milable for distribution to our
unitholders;

. in some instances, our general partner may causehgrow funds in order to permit the paymentadgh distributions, even if the
purpose or effect of the borrowing is to make inendistributions (in each case to affiliates efekay Corporation

. our general partner determines which costs incuryeitl and its affiliates are reimbursable by

. our partnership agreement does not restrict ouergépartner from causing us to pay it or its &ffés for any services rendered to
us on terms that are fair and reasonable or egtéro additional contractual arrangements with afhthese entities on our behe

. our general partner intends to limit its liabilggarding our contractual and other obligatic

. our general partner may exercise its right to @atl purchase common units if it and its affiliad@s more than 80.0% of our
common units

. our general partner controls the enforcement afjatibns owed to us by it and its affiliates; ¢
. our general partner decides whether to retain aggpaounsel, accountants or others to performes\or us

The fiduciary duties of the officers and directoos our general partner may conflict with those die officers and directors of Teekay
Corporation.

Our general partnes’officers and directors have fiduciary duties @niaige our business in a manner beneficial to u®angartners. Howeve
the Chief Executive Officer and Chief Financial ioéf and all of the non-independent directors afgeneral partner also serve as executive
officers or directors of Teekay Corporation. Consagly, these officers and directors may encouwsitaations in which their fiduciar



obligations to Teekay Corporation, on one hand,@s)an the other hand, are in conflict. The resmiuof these conflicts may not always be in
the best interest of us or our unitholders.
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Tax Risks

In addition to the following risk factors, you shduead Item 4E — Taxation of the Partnership, Il Additional Information — Material
U.S. Federal Income Tax Considerations and Item A@ditional Information — Non-United States TaxrSequences for a more complete
discussion of the expected material U.S. federdlraom-U.S. income tax considerations relating tana the ownership and disposition of our
Common Units.

U.S. tax authorities could treat us as a “passiwdign investment company,” which could have adwetd.S. federal income tax
consequences to U.S. holders.

A non.-U.S. entity taxed as a corporation for Uesleral income tax purposes will be treated asaasive foreign investment company” (or
PFIC), for U.S. federal income tax purposes if at I&6&s0% of its gross income for any taxable yearsigis of certain types of “passive
income,” or at least 50.0% of the average valuthefentity’s assets produce or are held for thelytion of those types of “passive income.”
For purposes of these tests, “passive income” deduividends, interest, and gains from the saéxohange of investment property and rents
and royalties (other than rents and royalties @énatreceived from unrelated parties in connectiith the active conduct of a trade or business)
By contrast, income derived from the performancsastices does not constitute “passive income.”

There are legal uncertainties involved in deterngnivhether the income derived from our tiofeartering activities constitutes rental incom:
income derived from the performance of serviceduiting the decision iffidewater Inc. v. United State$65 F.3d 299 (5th Cir. 2009), whi
held that income derived from certain time-changréctivities should be treated as rental incortteerahan services income for purposes of a
foreign sales corporation provision of the U.Seintl Revenue Code of 1986, as amended (dCtiae). However, the Internal Revenue
Service (0dRS) stated in an Action on Decision (AOD 2010-01)tthaisagrees with, and will not acquiesce to,way that the rental versus
services framework was applied to the facts inTigewaterdecision, and in its discussion stated that the thmarters at issue iridewater
would be treated as producing services income FdCPurposes. The IRS’s statement with respeidewatercannot be relied upon or
otherwise cited as precedent by taxpayers. Conadlguim the absence of any binding legal authasjpgcifically relating to the statutory
provisions governing PFICs, there can be no assartmat the IRS or a court would not follow fhidewaterdecision in interpreting the PFIC
provisions of the Code. Nevertheless, based orwuent assets and operations, we intend to takpdhition that we are not now and have
never been a PFIC. No assurance can be given, leoythat the IRS, or a court of law, will accept position or that we would not constitut
PFIC for any future taxable year if there were éochanges in our assets, income or operations.

If the IRS were to determine that we are or hawnk®ePFIC for any taxable year, U.S. unitholdetsface adverse U.S. federal income tax
consequences. Under the PFIC rules, unless th&eubitholders make certain elections availablesutide Code, such unitholders would be
liable to pay tax at ordinary income tax rates phisrest upon certain distributions and upon aaiy ¢rom the disposition of our common
units, as if such distribution or gain had beermgaized ratably over the unitholder’s holding pdriBlease read Item 10 — Additional
Information: Material U.S. Federal Income Tax Cdesations — United States Federal Income Taxatidh®. Holders — Consequences of
Possible PFIC Classification.

We may be subject to taxes, which reduces our Cagailable for Distribution to partners.

We or our subsidiaries are subject to tax in cefjaisdictions in which we or our subsidiaries arganized, own assets or have operations,
which reduces the amount of our cash availableli&iribution. In computing our tax obligations mese jurisdictions, we are required to take
various tax accounting and reporting positions @ttens that are not entirely free from doubt arrdathich we have not received rulings from
the governing authorities. We cannot assure youuan review of these positions, the applicabkbauities will agree with our positions. A
successful challenge by a tax authority could téawddditional tax imposed on us or our subsiggrfurther reducing the cash available for
distribution. For example, authorities in Norwaywbasserted certain positions that may result ditiathal tax imposed on our subsidiaries in
Norway. We have established reserves in our firsustatements that we believe are adequate to cavdiability for any such addition

taxes. We cannot assure you, however, that suelvesswill be sufficient to cover any additionat tability that may be imposed on our
Norwegian subsidiaries. In addition, changes inapgrations or ownership could result in additidaalbeing imposed on us or on «
subsidiaries in jurisdictions in which operatioms eonducted. For example, Teekay Corporation éatly owns less than 50.0% of the valu
our outstanding units and therefore we believeweado not satisfy the requirements of the exemftiom U.S. taxation under Section 883 of
the Code and our U.S. source income is subjeebdation under Section 887 of the Code. The amoiustich tax will depend upon the amount
of income we earn from voyages into or out of thtéd States, which is not within our complete coint

Common unitholders may be subject to income taoime or more non-U.S. countries, including Canadas a result of owning our common
units if, under the laws of any such country, weeaconsidered to be carrying on business there. Slasts may require common unitholders
to file a tax return with, and pay taxes to, thoseuntries.

We intend that our affairs and the business of efctur subsidiaries is conducted and operatednaaner that minimizes foreign income
taxes or which may be imposed upon you as a resolivning our common units. However, there is & tiat common unitholders will be
subject to tax in one or more countries, includanada, as a result of owning our common unitsifler the laws of any such country, we are
considered to be carrying on business there. Ifnsomunitholders are subject to tax in any such tgunommon unitholders may be required
to file a tax return with, and pay taxes to, thaimtry based on their allocable share of our incdMe may be required to reduce distributions
to common unitholders on account of any withholdijgations imposed upon us by that country ipees of such allocation to common
unitholders. The United States may not allow actadit for any foreign income taxes that commorthoiders directly or indirectly incur.
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Item 4. Information on the Partnership
A. Overview, History and Development
Overview and History

We are an international provider of marine trantgi@m, oil production and storage services todfighore oil industry. We were formed as a
Marshall Islands limited partnership in August 2@§6Teekay Corporation (NYSE: TK), a leading pravidf marine services to the global oil
and natural gas industries, to further developsrations in the offshore market. We seek to Eyethe expertise, relationships and reput
of Teekay Corporation and our controlled affiliategpursue growth opportunities in this market.ohd/larch 1, 2013, Teekay Corporation,
which owns and controls our general partner, ow1e82% of the limited partner interest in us.

Please see Item 5. Operating and Financial Revig\Paospects — Management Discussion and Analf&ismancial Condition and Results of
Operations — Significant Developments for recemuégitions and developments.

As of December 31, 2012, our fleet consisted of:

. Shuttle Tankers. Our shuttle tanker fleet consisted of 38 vesseldtding four newbuildings) that operate under dixate
contracts of affreightment, time charters and baagbharters. Of the 38 shuttle tankers, six wetd through 50% owned
subsidiaries, three through a 67% owned subsidiadyfour are chartered-in by us, with the remaimaened 100% by us. All of
these shuttle tankers provide transportation sesvic energy companies, primarily in the North & Brazil. Subsequent to
December 31, 2012 a 1992-built shuttle tanker wk §he average term of the contracts of affrefgirit, weighted based on
vessel years, is 3.8 years. The time charters arebbat charters have an average remaining cotgractof approximately 4.8
years. As of December 31, 2012, our shuttle tafiget, including newbuildings on order, had a taaigo capacity ¢
approximately 4.7 million deadweight tonnes (or Jdw&presenting more than 51% of the total tonradgbe world shuttle tanker
fleet.

. FPSO Units.We had three FPSO units, in which we have 100% oshiie interests. These vessels operate under apeand
charter contracts with major energy companiesénNbrth Sea and Brazil. We use the FPSO unitsdeige production, processil
and storage services to oil companies operatirghofe oil field installations. The FPSO contra@séian average remaining term
of approximately 4.5 years. As of December 31, 2012 FPSO units had a total production capacitgpgfroximately 0.1 million
barrels of oil per day. We have agreed to acqbied/byageur Spirit FPSO unit from Teekay Corporation, which is expddo be
completed in April 2013

. Conventional Tankers.We had a fleet of seven Aframax conventional croitleankers, four of which operate under fixeste time
charters with Teekay Corporation, one of which xeesn laid up and sold subsequent to December 32, &d two vessels, which
have additional equipment for lightering, operatder fixed-rate bareboat charters with SkaugeroPedns. We have 100%
ownership in all of these vessels. The averageiréngaterm on these time charter and bareboat ehadntracts is approximately
4.2 years. As of December 31, 2012, our conventimmkers had a total cargo capacity of approxihgader million dwt.

. FSO Units.We had a fleet of five FSO units, in which we ha®®% ownership interests. All of the FSO units apeunder fixed-
rate contracts, with an average remaining ternppf@imately 2.8 years. As of December 31, 2012,F&0 units had a total car
capacity of approximately 0.6 million dw

We were formed under the laws of the Republic af Marshall Islands as Teekay Offshore PartnersdnB®.maintain our principal executive
headquarters at'@4 Floor, Belvedere Building, 6&May Road, Hamilton, HM 08, Bermuda. Our teleghnomber at such address is

(441) 298-2530. Our principal operating officeasdted at Suite 2000, Bentall 5, 550 Burrard St\ahcouver, British Columbia, Canada,
V6C 2K2. Our telephone number at such addres9#) (683-3529.

Potential Additional Shuttle Tanker, FSO and FPSO IRojects

Please see Item 5. Operating and Financial Revigl\Paospects — Management’s Discussion and Anadystghancial Condition and Results
of Operations — Potential Additional Shuttle Tanke8O and FPSO Projects for possible future vessglisitions.

B. Business Overview
Shuttle Tanker Segment

A shuttle tanker is a specialized ship designedatasport crude oil and condensates from offshidrfégetsl installations to onshore terminals ¢
refineries. Shuttle tankers are equipped with ssiffaited loading systems and dynamic positionirsgesys that allow the vessels to load cargc
safely and reliably from oil field installationsyen in harsh weather conditions. Shuttle tanker®wleveloped in the North Sea as an
alternative to pipelines. The first cargo from dfsloore field in the North Sea was shipped in 19 the first dynamically-positioned shuttle
tankers were introduced in the early 1980s. Shtdtikers are often described as “floating pipelimexause these vessels typically shuttle oil
from offshore installations to onshore facilitiesmuch the same way a pipeline would transporloihg the ocean floor.

Our shuttle tankers are primarily subject to loag, fixed-rate time-charter contracts for a spedffshore oil field or under contracts of
affreightment for various fields. The number of aggs performed under these contracts of affreighttmarmally depends upon the oil
production of each field. Competition for chartexr®ased primarily upon price, availability, theesitechnical sophistication, age and conditiol
of the vessel and the reputation of the vesselisagar. Technical sophistication of the vessel pgeially important in harsh operating
environments such as the North Sea. Although theeddithe world shuttle tanker fleet has beeniradbt unchanged in recent yea



conventional tankers could be converted into shuiéthkers by adding specialized equipment to megbmer requirements. Shuttle tanker
demand may also be affected by the possible sutistitof sub-sea pipelines to transport oil frorfsbbre production platforms.

As of December 31, 2012, there were approximaté®/\iessels in the world shuttle tanker fleet (idatg 25 newbuildings), the majority of
which operate in the North Sea. Shuttle tankers @perate in Africa, Brazil, Canada, Russia andiBeGulf. As of December 31, 2012, we
owned 34 shuttle tankers (including four newbuiggipand chartered-in an additional four shuttl&éas. Subsequent to December 31, 2012,

we sold a 1992-built
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owned shuttle tanker, which was laid-up since 201%1. Other shuttle tanker owners include Knuts¥iXDffshore Tankers AS, Transpetro,
Viken Shipping and J Lauritzen, which as of Decende 2012 controlled fleets ranging from 3 to RRtHe tankers each. We believe that we
have significant competitive advantages in thetihtanker market as a result of the quality, tgpd dimensions of our vessels combined witt
our market share in the North Sea and Brazil.

The following tables provide additional informatiabout our shuttle tankers as of December 31, 2012:

Positioning
Capacity Operating Contract Contract
Vesse (dwt) Built Ownershig systemr Region Type @) Charterel End Date
Scott Spirit 106,000 2011 100% DP2 NorthSe  CoA  Chevron, Hes
Grena 148,500 200 In-chartered (until 2013® DP2 NorthSe  CoA  Marathon Ol
; ! = ENI, Draugen
Navion Osla 100,30( 2001 100% DP2 NorthSe  COA  Transport, BP.
Navion Hispaniz 126,200 199¢ 100% DP2 NorthSe  CoA  ConocoPhillips
Navion Britannia® 124,200 199¢ 100% DP2 NorthSe  CoA
Navion Scandi: 126.70( 199¢ 100% T.Otal’
y 0 DP2 North Se. CoA Ta“sman,
Aberdeen 87,000 199¢ In-chartered (until 2014 DP NorthSe  CoA  Nexen, MTDA
Navion Europa® 130,30( 199t 67% DP NothSe  CoA agd §
Randgrid® 124,500 199¢ 67%® DP NorthSe  CoA etrofanada
Navion Norvegia® 130,60( 199t 67%@® DP North Se CoA Majority of
Navion Oceanii 126,30( 199¢ 100% DP2 North Se CoA volumes are
Stena Nataliti 108,00( 2001 50%® DP2 North Se CoA life-of-field
Amundsen Spiri 106,00( 201( 100% DP2 North Se Time charte Statoil ™
Peary Spirit 106,00( 2011 100% DP2 North Se Time charte Statoil ™
Nansen Spiri 106,00( 201( 100% DP2 North Se Time charte Statoil ™
Sallie Knutser 153,60( 199¢ In-chartered (until 2015  DP2 North Se Time charte Statoil ™
Karen Knutser 153,60( 199¢ In-chartered (until 2012 DP2 North Se Time charte Statoil ™
Stena Sirite 126,90( 199¢ 50% ®) DP2 North Se Time charte ExxonMobil® September 20:
Stena Alexite 127,000 199¢ 50%® DP2 North Se Time charte ExxonMobil March 2014
Navion Anglia 126,30( 199¢ 100% DP2 Brazil Time charte Petrobras June 201¢
Navion Marita 103,90( 199¢ 100% DP Brazil Time charte Petrobras July 2013
Navion Svenite 106,50( 1997 100% DP Brazil Time charte Petrobras  December 201
Navion Gothenbur: 152,20( 200¢€ 50% ®) DP2 Brazil Bareboa Petrobra<® July 2020
Nordic Brasilia 151,30( 2004 100% DP Brazil Bareboa Petrobrad® July 2017
Nordic Rio 151,30( 2004 50% ©) DP Brazil Bareboa Petrobrad® July 2017
Navion Stavange 148,70( 200: 100% DP2 Brazil Bareboa Petrobrad® July 2019
Petroatlantic Teekay
92,90( 200: 100% DP2 North Se Bareboa  Corporation March 201€
Petronordic Teekay
92,90( 200z 100% DP2 North Se Bareboa  Corporation March 201€
Nordic Spirit 151,30( 2001 100% DP Brazil Bareboa Petrobrad® April 2018
Stena Spiri 151,30( 2001 50% ®) DP Brazil Bareboa Petrobrad® July 2018
Navion Berger 105,60( 200( 100% DP2 Brazil Bareboa Petrobrad® April 2020
Navion Clipper (10 78,200 199: 100% DP Spot
Navion Torinita 1) 106,80( 1992 100% DP2 Lay-up
Basker Spirit(12 97,000 1992 100% DP Lay-up
Total capacity 4,133,901

(1) “CoA” refers to contracts of affreightme

(2) The vessel is capable of loading from a submergedttloading buoy

(3) We have options to extend the time charter or @gelihe vesse

(4) Owned through a 67% owned subsidiary. The gaghare in the profits and losses of the subgithgsroportion to each party'relative
capital contributions

(5) Not all of the contracts of affreightment customatize every ship in the contract of affreightrbéeet.

(6) Owned through a 50% owned subsidiary. The gahare in the profits and losses of the subgidhgroportion to each partyrelative
capital contributions
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(7 Under the terms of a master agreement wittolst#ie vessels are chartered under individuadixate annually renewable time-charter
contracts. The number of vessels may be adjustedidiy based on the requirements of the fieldsisedv It is expected that between
one and five vessels will be required by Statoiiwaally. We expect four vessels will be requiredSgitoil by mid-2013. The vessels
currently on time charter to Statoil may be repthbg vessels currently servicing contracts of &fiement or other time-charter
contracts

(8) Charterer has an option to extend the time che

(9) Charterer has the right to purchase the vesseicabEthe bareboat chartt

(10) The vessel operated under the conventionaltapker market upon its redelivery to us in Novem®012 after completing its time-
charter contact. In January 2013, we signed a leftmtent with Salamander Energy plc to suppFS0O unit in Asia for a firm charter
period of ten years commencing in mid-2014. Wendt® convert this vessel into an FSO for an eg@thaost of approximately $50
million. We are in the process of finalizing thent@ct terms with the charter. Subsequent to Deeei®b, 2012 we laid up the vess

(11) The vessel was 20 years old in 2012 and conldnger trade as a shuttle tanker in the North&@®l Brazil. The vessel is in lay-up
following its redelivery to us in April 201:

(12) The vessel was la-up since July 2011 and subsequently sold in JarR@itg.

On the Norwegian continental shelf, regulationsehb&en imposed on the operators of offshore figldded to vaporized crude oil that is
formed and emitted during loading operations angtkvis commonly referred to as “VOC.” To assist tllecompanies in their efforts to meet
the regulations on VOC emissions from shuttle task@e and Teekay Corporation have played an amtieein establishing a unique co-
operation among all of the approximately 29 owrtdrsffshore fields in the Norwegian sector. Thegmge of the co-operation is to implement
VOC recovery systems on selected shuttle tanketdaansure a high degree of VOC recovery at amim cost followed by joint reporting

to the authorities. Currently, there are 19 VOGtdanstalled aboard shuttle tankers that openatd® Norwegian continental shelf, 14 of
which are operated or owned by us. The oil compsathiat participate in the co-operation have engaged undertake the day-to-day
administration, technical follow-up and handlingpafyments through a dedicated clearing house fumcti

During 2012, approximately 57% of our consolidatedl revenues from continuing operations were eapyetie vessels in the shuttle tanker
segment, compared to approximately 62% in 2011688 in 2010. Please read Item 5 — Operating anahial Review and Prospects:
Results of Operations.

Historically, the utilization of shuttle tankerstime North Sea is higher in the winter months,aa®ifable weather conditions in the summer
months provide opportunities for repairs and maiatee to our vessels and to the offshore oil platfo Downtime for repairs and maintena
generally reduces oil production and, thus, trartspion requirements.

FPSO Segment

FPSO units are offshore production facilities #ua ship-shaped or cylindrical-shaped and storegssed crude oil in tanks located in the hull
of the vessel. FPSO units are typically used adymiion facilities to develop marginal oil fields @eepwater areas remote from existing
pipeline infrastructure. Of four major types ofdtang production systems, FPSO units are the moahwon type. Typically, the other types of
floating production systems do not have significstotage and need to be connected into a pipefsters or use an FSO unit for storage.
FPSO units are less weight-sensitive than otharstyb floating production systems and their extengieck area provides flexibility in process
plant layouts. In addition, the ability to utilizeirplus or aging tanker hulls for conversion td~®%0O unit provides a relatively inexpensive
solution compared to the new construction of offoating production systems. A majority of the cofan FPSO comes from its top-side
production equipment and thus FPSO units are eiynsative to conventional tankers. An FPSO gaitries on board all the necessary
production and processing facilities normally agsted with a fixed production platform. As the nasuggests, FPSOs are not fixed
permanently to the seabed but are designed to beath@t one location for long periods of time. liypical FPSO unit installation, the
untreated wellstream is brought to the surfacesulasea equipment on the sea floor that is connéetibed FPSO unit by flexible flow lines
called risers. The risers carry oil, gas and whiten the ocean floor to the vessel, which procegsas board. The resulting crude oil is stored
in the hull of the vessel and subsequently transfeto tankers either via a buoy or tandem loadyrsiem for transport to shore.

Traditionally for large field developments, the wrapil companies have owned and operated new, mubtdlt FPSO units. FPSO units for
smaller fields have generally been provided by jrefelent FPSO contractors under life-of-field prditunccontracts, where the contract’s
duration is for the useful life of the oil fieldPSO units have been used to develop offshore faloisnd the world since the late 1970s. As of
December, 2012, there were approximately 165 FR8 operating and 44 FPSO units on order in thédifteet. At December 31, 2012, we
owned three FPSO units. Most independent FPSOaxints have backgrounds in marine energy trangpmriail field services or oil field
engineering and construction. The major indepenBBI®O contractors are SBM Offshore N.V., BW OffeghdadODEC, Bluewater and Bumi
Armada.
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The following table provides additional informatiabout our FPSO units as of December 31, 2012:

Productior

Capacity Field name and Contract End
Vesse (bbl/day) Built ~ Ownershi| location Charterel Date
Petrojarl Cidade de Rio das Ostfs 25,000 200¢ 10(%  Aruana, Brazi Petrobras November 201
Piranema Spiri® 30,00C 2007 10(% Piranema, Braz Petrobras March 201¢
Petrojarl Varc® 57,000 199¢ 10(%  Varg, Norway Talisman Energ June 201¢
Total capacity 112,00(

(1) ThePetrojarl Cidade de Rio das Ostrwas converted to an FPSO unit in 2008. The oridindliwas built in 1981
(2) The charterer has options to extend the servictair

During 2012, approximately 29% of our consolidatetl revenues from continuing operations were eabpyealir FPSO units, compared to
approximately 23% in 2011 and 21% in 2010 (inclgdime results of the Dropdown Predecessor). Plesgkltem 5 -Operating and Financi
Review and Prospects: Results of Operations.

Conventional Tanker Segment

Conventional oil tankers are used primarily fonseontinental seaborne transportation of oil. Catigeal oil tankers are operated by both
major oil companies (including state-owned compsinileat generally operate captive fleets, and iaddpnt operators that charter out their
vessels for voyage or time charter use. Most catweal oil tankers controlled by independent fleperators are hired for one or a few voy:
at a time at fluctuating market rates based oretisting tanker supply and demand. These chartes eae extremely sensitive to this balance
of supply and demand, and small changes in tartkimation have historically led to relatively lagghanges in short-term rates. Long-term,
fixed-rate charters for crude oil transportatiam;tsas those applicable to the majority of our emtional tanker fleet, are less typical in the
industry. As used in this discussion, “conventidmdl tankers exclude those vessels that can amnbulk and ore, tankers that currently are
used for storage purposes and shuttle tankers.

Oil tanker demand is a function of several factorsluding the location of oil production, refinirsgnd consumption and world oil demand and
supply. Tanker demand is based on the amount deapil transported in tankers and the distance whéch the oil is transported. The dista
over which oil is transported is determined by seabé trading and distribution patterns, which aiagipally influenced by the relative
advantages of the various sources of productionaadions of consumption.

The majority of crude oil tankers ranges in sizarfrapproximately 80,000 to approximately 320,000. dramax tankers are the mid-size of
the various primary oil tanker types, typicallyegizirom 80,000 to 120,000 dwt. As of December 1,22 the world Aframax tanker fleet
consisted of approximately 887 vessels, of which é4ide tankers and 242 coated tankers are teroreeiational tankers. As of December
2012, there were approximately 49 conventional & newbuildings on order for delivery through 20D8livery of a vessel typically occt
within two to three years after ordering.

As of December 31, 2012, our Aframax conventiomatle oil tankers had an average age of approxignateB years, compared to the averag
age of 8.3 years for the world Aframax conventicaaker fleet. New Aframax tankers generally angeeted to have a lifespan of
approximately 25 to 30 years, based on estimatédatigue life. However, United States and intdioaal regulations require double-hulled
vessels to be phased out after 25 years. All offddramax tankers are double-hulled.

The shuttle tankers in our contract of affreightirféaet may operate in the conventional spot magkeing downtime or maintenance periods
for oil field installations or otherwise, which pides greater capacity utilization for the fleet.

The following table provides additional informatiabout our conventional tankers as of Decembe2@12:

Vesse Capacity (dwt Built  Ownershi| Contract Type Charterel Contract End Dat
SPT Explorefd 106,000 200¢ 100(% Bareboar  Skaugen Petro Tra  January 201
SPT Navigato® 106,00( 200¢ 100(% Bareboa  Skaugen Petro Tra March 201¢
Kilimanjaro Spirit® 115,00( 2004 10(% Time charte Teekay Corporatio November 201
Fuji Spirit @ 106,300 200z 10(% Time charte Teekay Corporatio November 201
Poul Spirit® 105,30( 199¢ 10(% Time charte Teekay Corporatio September 20:
Gotland Spiril® 95,30( 199t 10(% Time charte Teekay Corporatio July 2014
Leyte Spirit® 98,70( 1992 100(% Lay-up

Total capacity 732,60(

(1) Charterer has options to extend each barelhaater for periods of two years, two years andyma for a total of five years after the
initial term.

(2) Charterer has options to extend each time ehart an annual basis for a total of five yearsréfie initial term. Charterer also has the
right to purchase the vessel beginning on the @umgiversary of the contract at a specified pi

(3) Vessel was lai-up since mi-2012 and subsequently sold in January 2



During 2012, approximately 6% of our consolidatetl revenues from continuing operations were eabyatie vessels in the conventional
tanker segment, compared to approximately 7% il 20 6% in 2010. All earnings from discontinue@mions were from the conventional
tanker segment. Please read Item 5 — Operatingiaadcial Review and Prospects: Results of Operatio
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FSO Segment

FSO units provide on-site storage for oil fieldtalktions that have no storage facilities or tfieafuire supplemental storage. An FSO unit is
generally used in combination with a jackaglfixed production system, floating productionteyss that do not have sufficient storage facil

or as supplemental storage for fixed platform systewhich generally have some on-board storagecitgpan FSO unit is usually of similar
design to a conventional tanker, but has specthlzading and off-take systems required by fielérapors or regulators. FSO units are moore
to the seabed at a safe distance from a fieldliastan and receive the cargo from the productiacility via a dedicated loading system. An
FSO unit is also equipped with an export systerhtthasfers cargo to shuttle or conventional taskBepending on the selected mooring
arrangement and where they are located, FSO uaigsommay not have any propulsion systems. FSG and usually conversions of older
single-hull conventional oil tankers. These coniagrs, which include installation of a loading arftitake system and hull refurbishment, can
generally extend the lifespan of a vessel as an &8y up to 20 years over the normal conventitenaker lifespan of 25 years.

Our FSO units are generally placed on long-terredirate time charters or bareboat charters astagrated part of the field development
plan, which provides more stable cash flow to us.

As of December 31, 2012, there were approximatelyASO units operating and nine FSO units on drdére world fleet, and we had five
FSO units. The major markets for FSO units are Abia Middle East, West Africa, South America anel North Sea. Our primary competitors
in the FSO market are conventional tanker ownen, have access to tankers available for converaimnh oil field services companies and oil
field engineering and construction companies whopmete in the floating production system market. @etition in the FSO market is
primarily based on price, expertise in FSO openatimnanagement of FSO conversions and relationshipshipyards, as well as the ability
access vessels for conversion that meet custoreeifisgtions.

The following table provides additional informatiabout our FSO units as of December 31, 2012:

Field name and Contract End

Vesse Capacity (dwt Built  Ownershi location Contract Type Charterel Date
Navion SagéV 149,00( 1991 10C%  Volve, Norway Time charte Statoil ASA December 201
Pattani Spirit® 113,80( 198¢ 10C% Platong, Thailan  Bareboa  Teekay Corporatic April 2014
Dampier Spirit® 106,70( 1987 10C% Stag, Australic  Time charte Apache Energ August 2014
Falcon Spirit®) Occidental Qatar

124,50( 198¢ 10C% Al Rayyan, Qate Time charte Energy May 2017
Apollo Spirit@ 129,00( 197¢ 8% Banff, U.K. Bareboa  Teekay Corporatic June 201¢

Total capacity 623,00(

(1) Charterer has option to extend the time charter #fie initial fixed period
(2) Charterer is required to charter the vesseafoong as a specified FPSO unit, Bregrojarl Banff, produces the Banff field in the North
Sea, which is expected to remain under contradtthetend of 2018

During 2012, approximately 8% of our consolidatetl ievenues from continuing operations were eabydtie vessels in the FSO segment,
compared to 8% in 2011 and 10% in 2010. Pleaseltead5 — Operating and Financial Review and Prasp&esults of Operations.

Business Strategies
Our primary business objective is to increase ithistions per unit by executing the following stigitss:

. Expand global operations in high growth regionsWe seek to expand our shuttle tanker, FPSO uniF&®@ unit operations into
growing offshore markets such as Brazil. In additiwe intend to pursue offshore oil productionrage and transportation
opportunities in existing markets such as the NSeh.

. Pursue further opportunities in the offshore sectorWe believe that Teekay Corporation’s ownership eéiay Petrojarl, a
leading operator in the FPSO sector, will enableoummpetitively pursue additional FPSO projectgvenere in the world by
combining Teekay Petrojarl’s engineering and openat expertise with Teekay Corporation’s globalrkesing organization and
extensive customer and shipyard relationships. @fie\e that Teekay Corporation’s (a) 2011 jointtuea agreement with
Odebretcht Oil & Gas S.A. (a member of the Odeltegcoup) to jointly pursue FPSO projects in Brait (b) arrangements with
Sevan and Remora AS by which Teekay Corporatiohhaile access to offshore production projects apesl by both companies
in the future, will also expand our offshore oppaoities.

. Acquire or construct additional vessels to serve wuder long-term, fixed-rate contracts. We intend to continue acquiring and
constructing shuttle tankers, FSO units and FPSE with long-term contracts, rather than ordenimegsels on a speculative basis.
We believe this approach facilitates the finan@hgew vessels based on their anticipated futurermees and ensures that new
vessels will be employed upon acquisition, whicbudtl provide stable cash flon

. Provide superior customer service by maintaining tgh reliability, safety, environmental and quality $andards. Energy
companies seek transportation partners that haspuiation for high reliability, safety, environmahand quality standards. We
intend to leverage Teekay Corporation’s operatiexglertise and customer relationships to furthpaer a sustainable competitive
advantage with consistent delivery of superior @ugr service
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Customers

We provide marine transportation and storage sesvic energy and oil service companies or theilisaéfs. Our most important customer
measured by annual revenue excluding Teekay Cdiporaés Petrobras Transporte S.A, which is Brazéirgest company and the third larges
energy company in the world.

Petrobras Transporte S.A., Statoil ASA, Talismaergw Inc., and Teekay Corporation accounted for@pmately 28%, 21%, 13% and 10%,
and 24%, 24%, 13% and 11% respectively, of our alafeted revenues from continuing operations dugiig2 and 2011, respectively. Statoil
ASA, Petrobras Transporte S.A., Talisman Energy, aied Teekay Corporation accounted for approxim@@9%, 21%, 13% and 10%,
respectively, of our consolidated revenues frontioaimg operations during 2010.

Safety, Management of Ship Operations and Adminisation

Safety and environmental compliance are our topatjpmal priorities. We operate our vessels in amea intended to protect the safety and
health of our employees, the general public ancthéronment. We seek to manage the risks inhémemir business and are committed to
eliminating incidents that threaten the safety imelgrity of our vessels, such as groundings, ficelisions and petroleum spills. In 2008, we
introduced the Quality Assurance and Training @fficProgram to conduct rigorous internal auditsuwfprocesses and provide our seafarers
with on-board training. In 2007, we introduced &édor-based safety program called “Safety in Actim improve the safety culture in our
fleet. We are also committed to reducing our ermoissiand waste generation. In 2010, Teekay Corporatiroduced the “Operational
Leadership” campaign to reinforce commitment tespael and operational safety.

Key performance indicators facilitate regular moriitg of our operational performance. Targets atea an annual basis to drive continuous
improvement, and indicators are reviewed monthlgietermine if remedial action is necessary to rehehargets.

We, through certain of our subsidiaries, assistoparating subsidiaries in managing their ship afi@ns. All vessels are operated under our
comprehensive and integrated Safety Managemengi@ytstat complies with the International Safety Mggraent Code (diSM Code), the
International Standards Organization’s k®0) 9001 for Quality Assurance, 1SO 14001 for Envireant Management Systems, and
Occupational Health and Safety Assessment Sené3HSAS 18001. The management system is certified byN@eske Veritas (0DNV),
the Norwegian classification society. It has alserbseparately approved by the Australian and Slpdlaig administrations. Although
certification is valid for five years, complianceétivthe above mentioned standards is confirmed yeealy basis by a rigorous auditing
procedure that includes both internal audits a$ ageéxternal verification audits by DNV and apalte flag states.

We provide, through certain of our subsidiarieqestise in various functions critical to the op&ras of our operating subsidiaries. We believe
this arrangement affords a safe, efficient and-effsttive operation. Our subsidiaries also provmes access to human resources, financial
and other administrative functions pursuant to aitriative services agreements.

Ship management services are provided by subsidiafiTeekay Corporation, located in various offiaeound the world. These include
critical ship management functions such as:

. vessel maintenance (including repairs and dry dmpkand certification

. crewing by competent seafare

. procurement of stores, bunkers and spare [

. management of emergencies and incide

. supervision of shipyard and projects during -building and conversion:

. insurance; an

. financial management servict

These functions are supported by on-board and oregystems for maintenance, inventory, purchasittgbudget management.

In addition, Teekay Corporation’s day-to-day foomscost control is applied to our operations. 1020Teekay Corporation and two other
shipping companies established a purchasing a#liaheekay Bergesen Worldwide, which leverages thehasing power of the combined
fleets, mainly in such commaodity areas as lube paénts and other chemicals. Through our arrangésneith Teekay Corporation, we benefit
from this purchasing alliance.

We believe that the generally uniform design of eahour existing and newbuilding vessels and ttaption of common equipment standards
provides operational efficiencies, including wittspect to crew training and vessel managementpeguit operation and repair, and spare
parts ordering



Risk of Loss, Insurance and Risk Management

The operation of any ocean-going vessel carridalarent risk of catastrophic marine disasterstrderinjury of persons and property losses
caused by adverse weather conditions, mechanitaiefs, human error, war, terrorism, piracy andeottircumstances or events. In addition,

the transportation of crude oil and petroleum potslis subject to the risk of spills and to busiieserruptions due to political circumstances
in foreign countries, hostilities, labor strikesddmycotts. The occurrence of any of these eveatsnmesult in loss of revenues or increased

costs.

We carry hull and machinery (marine and war risk®) protection and indemnity insurance coveragedtect against most of the accident-
related risks involved in the conduct of our busséHull and machinery insurance covers loss donage to a vessel due to marine perils
such as collisions, grounding and weather. Pratecnd indemnity insurance indemnifies againstrdibbilities incurred while operating
vessels, including injury to the crew, third pastieargo loss and pollution. The current -maximunoant of our coverage for pollution is

$1 billion per vessel per incident. We also canguirance policies covering war risks (includingpir and terrorism).
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Under bareboat charters, the customer is respengibhsure the vessel. We believe that currenirérsce coverage is adequate to protect
against most of the accident-related risks involwetthe conduct of our business and that we mairgppropriate levels of environmental
damage and pollution coverage. However, we carssuira that all covered risks are adequately insagegthst, that any particular claim will
paid or that we will be able to procure adequaseiiance coverage at commercially reasonable matée ifuture. More stringent environmental
regulations at times in the past have resulteddreiased costs for, and may result in the lackailability of, insurance against the risks of
environmental damage or pollution. Substantiallyohbur vessels are not insured against loss\a@nmaes resulting from vessel off-hire time,
based on the cost of this insurance compared toffhire experience.

In Norway, the Norwegian Pollution Control Authgritequires the installation of VOC emissions regrctinits on most shuttle tankers
serving the Norwegian continental shelf. Custonbear the cost to install and operate the VOC eqeiftran board the shuttle tankers.

We have achieved certification under the standeefiiscted in ISO 9001 for quality assurance, ISOQMfor environment management
systems, OHSAS 18001, and the IMO’s Internationahjement Code for the Safe Operation of Ship$alidtion Prevention on a fully
integrated basis.

Flag, Classification, Audits and Inspections

Our vessels are registered with reputable flagstand the hull and machinery of all of our veskalve been “Classed” by one of the major
classification societies and members of IACS (Imdional Association of Classification Societied J:tDNV, Lloyd’s Register of Shipping or
American Bureau of Shipping.

The applicable classification society certifiestttie vesse$ design and build conforms to the applicable alales and meets the requireme
of the applicable rules and regulations of the ¢éguaf registry of the vessel and the internatioc@hventions to which that country is a
signatory. The classification society also verifi@oughout the vessel’s life that it continuedéomaintained in accordance with those rules. |
order to validate this, the vessels are surveyeithéylassification society in accordance withdlessification society rules, which in the case
of our vessels follows a comprehensive five yeacsd survey cycle, renewed every fifth year. Dgréach five-year period the vessel
undergoes annual and intermediate surveys, thérscand intensity of which is primarily dictated the age of the vessel. As most of our
vessels are modern and we have enhanced thenegitié the underwater coatings of each vesseldndimarked the hull to facilitate
underwater inspections by divers, their underwateas are inspected in a dry dock at five yeariats. In-water inspection is carried out
during the second or third annual inspection (llging an intermediate survey).

In addition to Class surveys, the vessel's flatestidso verifies the condition of the vessel dudngual flag state inspections, either
independently or by additional authorization to$SlaAlso, Port State Authorities of a vessel's pbitall are authorized under international
conventions to undertake regular and spot checkessels visiting their jurisdiction.

Processes followed on board are audited by eilieeflag state or the classification society actingoehalf of a flag state to ensure that they
meet the requirements of the International Manage@ede for the Safe Operation of Ships and foluiioh Prevention (otfSM Code). DNV
typically carries out this task. We also followiaternal process of internal audits undertakeraaheffice and vessel annually.

We follow a comprehensive inspections scheme stppdry our sea staff, shobased operational and technical specialists andbaenof ou
QATO program. We carry out regular inspections Whielps ensure that:

. our vessels and operations adhere to our opersimglards

. the structural integrity of the vessel is being m&ined;

. machinery and equipment is being maintained to gliable service

. we are optimizing performance in terms of speedfaaticonsumption; an

. the vess¢'s appearance will support our brand and meet custerpectations
Our customers often carry out inspections undefSthip inspection Report Program (SiRe Program)chvid a significant safety initiative

introduced by Oil Companies International Marineufo (OCIMF) to specifically address concerns alsult-standard vessels. The inspection
results permit charterers to screen a vessel wrenisat it meets their general and specific riskda shipping requirements.

We believe that the heightened environmental aradity§lconcerns of insurance underwriters, regukatord charterers will generally lead to
greater scrutiny, inspection and safety requiresentall vessels in the oil tanker markets and aditielerate the scrapping or phasing out of
older vessels throughout these markets.

Overall we believe that our relatively new, wellintained and high-quality vessels provide us wittompetitive advantage in the current
environment of increasing regulation and customapleasis on quality of service.

Regulations
General

Our business and the operation of our vesselsgméisantly affected by international conventioasd national, state and local laws and
regulations in the jurisdictions in which our vdsseperate, as well as in the country or counwigheir registration. Because these
conventions, laws and regulations change frequentlycannot predict the ultimate cost of compliaoctheir impact on the resale price



useful life of our
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vessels. Additional conventions, laws, and regoiftimay be adopted that could limit our abilitydtobusiness or increase the cost of our d
business and that may materially adversely affacbperations. We are required by various governat@md quasi-governmental agencies to
obtain permits, licenses and certificates with eespo our operations. Subject to the discussidovband to the fact that the kinds of permits,
licenses and certificates required for the openatiaf the vessels we own will depend on a numbéaaibrs, we believe that we will be able to
continue to obtain all permits, licenses and deetifs material to the conduct of our operations.

International Maritime Organization (or IMO)

The IMO is the United Nations’ agency for maritisefety. IMO regulations relating to pollution pretien for oil tankers have been adopted
by many of the jurisdictions in which our tankezdt operates. Under IMO regulations and subjelitited exceptions, a tanker must be of
double-hull construction, be of a mid-deck desigtihwlouble-side construction or be of another appdodesign ensuring the same level of
protection against oil pollution. All of our tanlseare double-hulled.

Many countries, but not the United States, haviéedtand follow the liability regime adopted byethMO and set out in the International
Convention on Civil Liability for Oil Pollution Daage, 1969, as amended (@IrC). Under this convention, a vessel’s registeredenvis
strictly liable for pollution damage caused in tegitorial waters of a contracting state by diggesof persistent oil (e.g. crude oil, fuel oil,
heavy diesel oil or lubricating oil), subject tateén defenses. The right to limit liability to spied amounts that are periodically revised is
forfeited under the CLC when the spill is causedh®yowner’s actual fault or when the spill is adiby the owner’s intentional or reckless
conduct. Vessels trading to contracting states ipastide evidence of insurance covering the limitebility of the owner. In jurisdictions
where the CLC has not been adopted, various legsleegimes or common law governs, and liabilgyrhposed either on the basis of fault or
in a manner similar to the CLC.

IMO regulations also include the International Cemtion for Safety of Life at Sea (8IOLAS), including amendments to SOLAS
implementing the International Ship and Port Faciecurity Code (0iSPS), the ISM Code, and the International Conventiorioad Lines
of 1966. The IMO Marine Safety Committee has alsblighed guidelines for vessels with dynamic positig (DP ) systems, which would
apply to shuttle tankers and DP-assisted FSO andsFPSO units. SOLAS provides rules for the cootitn of and equipment required for
commercial vessels and includes regulations far spération. Flag states which have ratified theveation and the treaty generally employ
the classification societies, which have incorpadaBOLAS requirements into their class rules, eutake surveys to confirm compliance.

SOLAS and other IMO regulations concerning safetgiuding those relating to treaties on trainingsbipboard personnel, lifesaving
appliances, radio equipment and the global maritimtress and safety system, are applicable t@pearations. Non-compliance with IMO
regulations, including SOLAS, the ISM Code, ISP #re specific requirements for shuttle tanker€) kfits and FPSO units under the NPD
(Norway) and HSE (United Kingdom) regulations, nsapject us to increased liability or penalties, riead to decreases in available insure
coverage for affected vessels and may result inléméal of access to or detention in some portsekample, the U.S. Coast Guard and
European Union authorities have indicated thatelsgsot in compliance with the ISM Code will be Ipitsited from trading in U.S. and
European Union ports.

The ISM Code requires vessel operators to obtaafety management certification for each vessegl th@nage, evidencing the shipowner’'s
development and maintenance of an extensive safetagement system. Each of the existing vesselsrifieet is currently ISM Code-
certified, and we expect to obtain safety managemenificates for each newbuilding vessel uporiveey.

Annex VI to the IMO’s International Convention ftire Prevention of Pollution from Ships @nnex VI) sets limits on sulfur oxide and
nitrogen oxide emissions from ship exhausts andipits emissions of ozone depleting substancesssams of volatile compounds from ca
tanks and the incineration of specific substangegex VI also includes a worldide cap on the sulfur content of fuel oil and a#ofor specie
areas to be established with more stringent cantmolsulfur emissions.

The IMO has issued guidance regarding protectimgnag acts of piracy off the coast of Somalia. Vumply with these guidelines.

In addition, the IMO has proposed that all tanladrthe size we operate that are built startingdh2contain ballast water treatment systems,
and that all other similarly sized tankers instisdhtment systems by their first intermediate oereal survey after 2016. This convention has
not yet been ratified, but when it becomes effe;tive estimate that the installation of ballastav&teatment systems on our tankers may cos
between $2 million and $3 million per vessel.

European Union (or EU)
Like the IMO, the EU has adopted regulations ptgsut single-hull tankers. All of our tankers aceiblle-hulled.

The EU has also adopted legislation (directive 2D8/Econ Port State Control) that: bans from Euaopeaters manifestly sub-standard
vessels (defined as vessels that have been detaiisedby EU port authorities, in the preceding tyears); creates obligations on the part of
EU member port states to inspect at least 24% sdele using these ports annually; provides foreimsed surveillance of vessels posing a higt
risk to maritime safety or the marine environmemtgl provides the EU with greater authority and m@mtver classification societies, including
the ability to seek to suspend or revoke the aitthof negligent societies. The EU is also consiugthe adoption of criminal sanctions for
certain pollution events, including improper cleanof tanks.

The EU has adopted regulations requiring the usevotulfur fuel. Currently, vessels are requiredurn fuel with a sulfur content not
exceeding 1%. Beginning January 1, 2015, vesseleeguired to burn fuel with sulfur content noteading 0.1% while within EU memb



states’ territorial seas, exclusive economic zamekspollution control zones that are included inX3mission Control Areas. Other
jurisdictions have also adopted regulations reggithe use of low sulfur fuel. The California Aiegources Board will require vessels to t
fuel with 0.1% sulfur content or less within 24 tiaal miles of California as of January 1, 2014 ONMegulations require that as of January 1,
2015, all vessels operating within Emissions Cdrareas worldwide must comply with 0.1% sulfur régunents. Currently, the only grade of
fuel meeting 0.1% sulfur content requirement is Bafur marine gas oil (dtSMGO). Certain modifications were necessary in order to
optimize operation on LSMGO of equipment originallysigned to operate on Heavy Fuel Oil (or HFOR@ddition, LSMGO is more
expensive than HFO and this will impact the co$tsperations. However, for vessels employed ondfitesm business, all fuel costs, including
any increases, are borne by the charterer. Oursexpdo increased cost is in our spot trading Vesakthough our competitors bear a similar
cost increase as this is a regulatory item applkctball vessels. All required vessels in ourfflieading to and within regulated low sulfur area:s
are able to comply with fuel requirements.
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North Sea and Brazi
Our shuttle tankers primarily operate in the N@#a and Brazil.

In addition to the regulations imposed by the IM@ &U, countries having jurisdiction over North $&aas impose regulatory requirement
connection with operations in those areas, inclyidire United Kingdom and Norway. These regulatequirements, together with additional
requirements imposed by operators in North Sefetdls, require that we make further expenditumssbphisticated equipment, reporting and
redundancy systems on the shuttle tankers anthéaraining of seagoing staff. Additional regulaicand requirements may be adopted or
imposed that could limit our ability to do businesdurther increase the cost of doing busineghénNorth Sea.

In Norway, the Norwegian Pollution Control Authgritequires the installation of VOC (wolatile organic compounjemissions reduction
units on most shuttle tankers serving the Norwegartinental shelf. Customers bear the cost talihabhd operate the VOC equipment on
board the shuttle tankers.

In addition to the regulations imposed by the IMBDazil imposes regulatory requirements in connectitth operations in its territory,
including specific requirements for the operatiohsessels flagged in countries other than Brahilder Brazil's environmental laws, owners
and operators of vessels are strictly liable fandges to the environment. Other penalties for rmmpdiance with environmental laws include
fines, loss of tax incentives and suspension a¥idies. Operators such as Petrobras may imposkiamal requirements, such as compliance
with specific health, safety and environmental deads or the use of local labor. Additional regolas and requirements may be adopted or
imposed that could limit our ability to do businesdurther increase the cost of doing busine®raril.

United States

The United States has enacted an extensive requkatd liability regime for the protection and ale@ of the environment from oil spills,
including discharges of oil cargoes, bunker fuelkibricants, primarily through the Oil PollutioncAof 1990 (o1OPA 90) and the
Comprehensive Environmental Response, Compensatidhiability Act (orCERCLA). OPA 90 affects all owners, bareboat chartewsnd,
operators whose vessels trade to the United Staiesterritories or possessions or whose vesgmsate in United States waters, which inc
the U.S. territorial sea and 200-mile exclusivereroic zone around the United States. CERCLA appdi¢ke discharge of “hazardous
substances” rather than “o#ihd imposes strict joint and several liability ugba owners, operators or bareboat charterersssele for cleant
costs and damages arising from discharges of hazsugsubstances. We believe that petroleum prodhotsid not be considered hazardous
substances under CERCLA, but additives to oil britants used on vessels might fall within its scop

Under OPA 90, vessel owners, operators and barebaaterers are “responsible parties” and areljgiseverally and strictly liable (unless the
oil spill results solely from the act or omissidinacthird party, an act of God or an act of war #melresponsible party reports the incident and
reasonably cooperates with the appropriate autb®yitor all containment and cleanup costs andratheages arising from discharges or
threatened discharges of oil from their vesselgséhther damages are defined broadly to include:

. natural resources damages and the related asse¢ssae,;

. real and personal property damag

. net loss of taxes, royalties, rents, fees and ddstrevenues

. lost profits or impairment of earning capacity dagroperty or natural resources dams

. net cost of public services necessitated by a sgsfbonse, such as protection from fire, safetyeaith hazards; ar
. loss of subsistence use of natural resoul

OPA 90 limits the liability of responsible partissan amount it periodically updates. The liabilitpits do not apply if the incident was
proximately caused by violation of applicable Ueleral safety, construction or operating regufejoncluding IMO conventions to which t
United States is a signatory, or by the respongibtéy’s gross negligence or willful misconduct,faihe responsible party fails or refuses to
report the incident or to cooperate and assisbimection with the oil removal activities. Liabjlitnder CERCLA is also subject to limits
unless the incident is caused by gross negligemiti&l misconduct or a violation of certain regtilans. We currently maintain for each of our
vessel’s pollution liability coverage in the maximwoverage amount of $1 billion per incident. Aasaitophic spill could exceed the coverage
available, which could harm our business, financtaidition and results of operations.

Under OPA 90, with limited exceptions, all newlilbor converted tankers delivered after January@B4 and operating in U.S. waters must
be double-hulled. All of our tankers are doublelxl

OPA 90 also requires owners and operators of \v@ss@stablish and maintain with the United St@east Guard (o€oast Guard evidence

of financial responsibility in an amount at leagtial to the relevant limitation amount for suchsas under the statute. The Coast Guard has
implemented regulations requiring that an ownesperator of a fleet of vessels must demonstratdeagie of financial responsibility in an
amount sufficient to cover the vessel in the flegting the greatest maximum limited liability un@®A 90 and CERCLA. Evidence of
financial responsibility may be demonstrated byirasce, surety bond, self-insurance, guaranty @tamnate method subject to approval by
the Coast Guard. Under the self-insurance provssitite shipowner or operator must have a net vaorthworking capital, measured in assets
located in the United States against liabilitiesaked anywhere in the world, that exceeds the egdpk amount of financial responsibility. We
have complied with the Coast Guard regulationsdiggiself-insurance for certain vessels and obtgifinancial guaranties from a third party
for the remaining vessels. If other vessels inflmat trade into the United States in the future,expect to obtain guaranties from t-party



insurers.

OPA 90 and CERCLA permit individual U.S. statesmose their own liability regimes with regard tibar hazardous substance pollution
incidents occurring within their boundaries, anthecstates have enacted legislation providing feimited strict liability for spills. Several
coastal states, such as California, Washingtonfdaeka require state-specific evidence of finanmabonsibility and vessel response plans.
We intend to comply with all applicable state regigns in the ports where our vessels call.
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Owners or operators of vessels, including tankpesating in U.S. waters are required to file vesssponse plans with the Coast Guard, and
their tankers are required to operate in compliamitte their Coast Guard approved plans. Such resppfans must, among other things:

. address a “worst case” scenario and identify arsdiren through contract or other approved meansvagability of necessary
private response resources to respond‘worst case dischar”;

. describe crew training and drills; a
. identify a qualified individual with full authorityo implement removal action

We have filed vessel response plans with the G@aatd and have received its approval of such plareddition, we conduct regular oil spill
response drills in accordance with the guideliretost in OPA 90. The Coast Guard has announdatkitds to propose similar regulations
requiring certain vessels to prepare response [pitartse release of hazardous substances.

OPA 90 and CERCLA do not preclude claimants froekg® damages resulting from the discharge ofmail Bazardous substances under
other applicable law, including maritime tort lalhe application of this doctrine varies by jurigaiao.

The United States Clean Water Act also prohibigsdischarge of oil or hazardous substances inih@gable waters and imposes strict
liability in the form of penalties for unauthorizédscharges. The Clean Water Act imposes substéiatidity for the costs of removal,
remediation and damages and complements the resrnadidable under OPA 90 and CERCLA discussed above

Our vessels that discharge certain effluents, dintyballast water, in U.S. waters must obtain @a@lWater Act permit from the
Environmental Protection Agency (or EPA) titled tMessel General Permiind comply with a range of effluent limitationssbemanageme!
practices, reporting, inspections and other requérgs. The current Vessel General Permit was issuBdcember 2008 and expires on
December 19, 2013. A new Vessel General Permitisgaed in March 2013 and will become effective at@nber 19, 2013. In addition to
the ballast water best management practices retjuivder the 2008 Vessel General Permit, the 20k3&lé5eneral Permit contains numeric
technology-based ballast water effluent limitatitimest will apply to certain commercial vessels witdlast water tanks. For certain existing
vessels, the EPA has adopted a staggered impletioentahedule to require vessels to meet the hallater effluent limitations by the first
drydocking after January 1, 2014 or January 1, 28&pending on the vessel size. Vessels that axstrocted after December 1, 2013 are
subject to the ballast water numeric effluent latidns immediately upon the effective date of th@2Vessel General Permit.

Greenhouse Gas Regulation

In February 2005, the Kyoto Protocol to the Unikations Framework Convention on Climate ChangaheKyoto Protocol) entered into
force. Pursuant to the Kyoto Protocol, adoptingninas are required to implement national progrém®&duce emissions of greenhouse gase:
In December 2009, more than 27 nations, includirgUnited States, entered into the Copenhagen Actbe Copenhagen Accord is non-
binding, but is intended to pave the way for a coghpnsive, international treaty on climate chafge IMO is evaluating various mandatory
measures to reduce greenhouse gas emissions ftemaitional shipping, which may include marketsed instruments or a carbon tax. The
also has indicated that it intends to propose gamsion of an existing EU emissions trading redion@clude emissions of greenhouse gases
from vessels, and individual countries in the EU/nmapose additional requirements. In the Unitededtathe EPA issued an “endangerment
finding” regarding greenhouse gases under the GMraAct. While this finding in itself does not ingge any requirements on our industry, it
authorizes the EPA to regulate directly greenh@aseemissions through a ruteaking process. In addition, climate change initext are bein
considered in the United States Congress and lividludl states. Any passage of new climate corégislation or other regulatory initiatives
by the IMO, the EU, the United States or other ¢oes or states where we operate that restrict®aris of greenhouse gases could have a
significant financial and operational impact on business that we cannot predict with certaintyiattime.

Vessel Security

The ISPS was adopted by the IMO in December 20@2einvake of heightened concern over worldwideoté&am and became effective on
July 1, 2004. The objective of ISPS is to enhanaétime security by detecting security threatsHips and ports and by requiring the
development of security plans and other measurggred to prevent such threats. Each of the egistassels in our fleet currently complies
with the requirements of ISPS and Maritime Trantgi@mn Security Act of 2002 (U.S. specific requimts) and regularly exercise these plan:
to ensure efficient use and familiarity by all imved.

C. Organizational Structure

Our sole general partner is Teekay Offshore GPQ.,lwhich is a whollyswned indirect subsidiary of Teekay Corporationekay Corporatio
also controls its public subsidiaries Teekay LNGRas L.P. (NYSE: TGP) and Teekay Tankers Ltd. §¥Y TNK).

Please read Exhibit 8.1 to this Annual Report fisteof our significant subsidiaries as of Decem®g, 2012.

D. Properties
Other than our vessels and VOC plants mentionedealvee do not have any material property.
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E. Taxation of the Partnership
United States Taxation

The following discussion is based upon the prowisiof the Internal Revenue Code of 1986, as amefute¢tdeCode), legislative history,
applicable U.S. Treasury Regulations {oeasury Regulationy judicial authority and administrative interprédas, all as in effecton the date
of this Annual Report, and which are subject tongiea possibly with retroactive effect, or are sabfe different interpretations. Changes in
these authorities may cause the tax consequeneasytsubstantially from the consequences desciiledaiv.

Election to be Taxed as a CorporatioWe have elected to be taxed as a corporation f8r fgderal income tax purposes. As such, we are
subject to U.S. federal income tax on our incomtéoextent it is from U.S. sources or otherwisefisctively connected with the conduct of a
trade or business in the United States as discussed.

Taxation of Operating IncomeA significant portion of our gross income will bributable to the transportation of crude oil antated
products. For this purpose, gross income attribatabtransportation (oFransportation Incomg includes income derived from, or in
connection with, the use (or hiring or leasingdee) of a vessel to transport cargo, or the pedana of services directly related to the use of
any vessel to transport cargo, and thus includ#stivae charter and bareboat charter income.

Transportation Income that is attributable to tpamtation that begins or ends, but that does ntht begin and end, in the United States (or
U.S. Source International Transportation Incojneill be considered to be 50.0% derived from sesrwithin the United States. Transporta
Income attributable to transportation that bothibe@nd ends in the United States(o. Source Domestic Transportation Incgmeéll be
considered to be 100.0% derived from sources witiénUnited States. Transportation Income attribletto transportation exclusively betw:
non-U.S. destinations will be considered to be Q@0derived from sources outside the United Statessportation Income derived from
sources outside the United States generally wilbeosubject to U.S. federal income tax.

Based on our current operations, a substantialqmootf our Transportation Income is from sourcetsige the United States and not subject to
U.S. federal income tax. In addition, we believattive have not earned any U.S. Source Domesticspaatation Income, and we except that
we will not earn any such income in future yearswidver, certain of our activities give rise to USBurce International Transportation Inco
Unless the exemption from U.S. taxation under $ad83 of the Code (or ti&ection 883 Exemptigrapplies, our U.S. Source International
Transportation Income generally will be subjectt&. federal income taxation under either the astdtax and the branch profits tax or the
4.0% gross basis tax, all of which are discusséaibe

The Section 883 Exemptiorin general, the Section 883 Exemption providesifranhon-U.S. corporation satisfies the requiretaer
Section 883 of the Code and the Treasury Regulatioereunder (or th®ection 883 Regulationsit will not be subject to the net basis and
branch profits taxes or 4.0% gross basis tax desdibelow on its U.S. Source International Transpan Income. The Section 883 Exemp
only applies to U.S. Source International Transgt@h Income. The Section 883 Exemption does nplyap U.S. Source Domestic
Transportation Income.

A non-U.S. corporation will qualify for the Secti®33 Exemption if, among other things, it is orgadi in a jurisdiction outside the United
States that grants an equivalent exemption frontdaorporations organized in the United Statesa(dEquivalent Exemptio)y it meets one of
three ownership tests described in the SectionRR&fulations (or th©wnership Tes), and it meets certain substantiation, reporting) @ther
requirements (or thBubstantiation Requiremenjts

We are organized under the laws of the Republithef Marshall Islands. The U.S. Treasury Departrhastrecognized the Republic of The
Marshall Islands as a jurisdiction that grants gaitzalent Exemption. We also believe that we wdldble to satisfy the Substantiation
Requirements. However, we do not believe that wetriee Ownership Test and therefore we will notlifjuéor the Section 883 Exemption
and our U.S. Source International Transportatiaoine will not be exempt from U.S. federal incomeataon.

The Net Basis Tax and Branch Profits Talf.we earn U.S. Source International Transportatimome and the Section 883 Exemption does
not apply, such income may be treated as effegtismhnected with the conduct of a trade or busimetise United States (&ffectively
Connected Incomgif we have a fixed place of business in the Uhisates and substantially all of our U.S. Sounterhational Transportatit
Income is attributable to regularly scheduled tpamtation or, in the case of income derived fromebaat charters, is attributable to a fixed
place of business in the United States. Based pbowuent operations, none of our potential U.SurSe International Transportation Income is
attributable to regularly scheduled transportatiois derived from bareboat charters attributabla fixed place of business in the United
States. As a result, we do not anticipate thatadrour U.S. Source International Transportatiorome will be treated as Effectively Connectec
Income. However, there is no assurance that wenatilearn income pursuant to regularly schedukeasportation or bareboat charters
attributable to a fixed place of business in thététhStates in the future, which would result ielsincome being treated as Effectively
Connected Income. U.S. Source Domestic Transpontétticome generally is treated as Effectively Cated Income. However, none of our
income has been, and we currently do not anticitieteany of our income will be, U.S. Source DornteStansportation Income.

Any income we earn that is treated as Effectivatyii@cted Income would be subject to U.S. fedenadarate income tax (the highest statut
rate currently is 35.0%). In addition, if we eangome that is treated as Effectively Connectedrimeca 30.0% branch profits tax imposed
under Section 884 of the Code generally would appluch income, and a branch interest tax couidhpesed on certain interest paid or
deemed paid by us.

On the sale of a vessel that has produced Effégtivennected Income, we could be subject to thévasts corporate income tax and to the
30.0% branch profits tax with respect to our gaihin excess of certain prior deductions for dejatémn that reduced Effectively Connect



Income. Otherwise, we would not be subject to fe8eral income tax with respect to gain realizedrensale of a vessel, provided the sale is
considered to occur outside of the United Stateleub.S. federal income tax principles.

The 4.0% Gross Basis Taxtor any year for which the Section 883 Exemptioadoot apply and the net basis tax and branchtptafi does
not apply, we will be subject to a 4.0% U.S. fetieareome tax on U.S. source portion of our grosS.lBource International Transportation
Income, without benefit of deductions. For 2013,agémate that the U.S. federal income tax on &iéh Source International Transportation
Income will
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be approximately $300,000 based on the amount®f Source International Transportation Income waeghfor 2012. The amount of such
tax for which we are liable for any year will depleunpon the amount of income we earn from voyagesdnout of the United States in such
year, however, which is not within our complete tcoh

Marshall Islands Taxation

Because we and our controlled affiliates do nod, we do not expect that we and our controllediaféis will, conduct business or operation
the Republic of The Marshall Islands, neither weaar controlled affiliates are subject to incoroapital gains, profits or other taxation under
current Marshall Islands law. As a result, disttibns by controlled affiliates to us are not subfecMarshall Islands taxation.

Other Taxation

We and our subsidiaries are subject to taxatiareitain non- U.S. jurisdictions because we or alsiliaries are either organized, or conduct
business or operations, in such jurisdictions. Werid that our business and the business of osidiabies will be conducted and operated
manner that minimizes taxes imposed upon us anduhsidiaries. However, we cannot assure thistrasubx laws in these or other
jurisdictions may change or we may enter into newitiess transactions relating to such jurisdictiartgch could affect our tax liability. Plee
read Item 18 — Financial Statements: Note 14 —rfrcdaxes.

Iltem 4A. Unresolved Staff Comments
Not applicable

Item 5. Operating and Financial Review and Prospect
The following discussion should be read in conjiomcwith the financial statements and notes theegipearing elsewhere in this report.

Management'’s Discussion and Analysis of Financial@dition and Results of Operations
OVERVIEW

We are an international provider of marine trantgi@m, oil production and storage services todfighore oil industry focusing on the fast-
growing, deep-water offshore oil regions of the tidea and Brazil. We were formed in August 2006 égkay Corporation, a leading
provider of marine services to the global oil amdunal gas industries, to further develop its opena in the offshore market. We operate
shuttle tankers, floating storage and off-takeH80) units, floating production, storage and off-laagl{orFPSO) units and conventional
crude oil tankers. Our current fleet consists o8Bidttle tankers (including four chartered-in véssand four committed newbuildings), three
FPSO units, five FSO units and six conventionatasikers, in which our interests range from 50%06%.

Our growth strategy focuses on expanding our féshuttle tankers and FPSO and FSO units undertienm, fixed-rate time charters. We
intend to continue our practice of acquiring steutiinkers and FPSO and FSO units as needed fanagupprojects only after the long-term
charters for the projects have been awarded tmather than ordering vessels on a speculative .BA&Esseek to capitalize on opportunities
emerging from the global expansion of the offshomasportation, production and storage sectorel®ctvely targeting long-term, fixed-rate
time charters. We have entered into and may emtefjéint ventures and partnerships with compattias may provide increased access to
long-term, fixedrate time charter opportunities or may engage #s@kor business acquisitions. We seek to levaragexpertise, relationshi
and reputation of Teekay Corporation and its afls to pursue these growth opportunities in tfghofe sectors and may consider other
opportunities to which our competitive strengths aell suited. We have rights to participate irntai@rother FPSO and shuttle tanker
opportunities provided by Teekay Corporation andaBeMarine ASA. In addition, we have agreed to @aeqgiheVoyageur SpiriEPSO unit
from Teekay Corporation, which is expected to bmpgieted in April 2013. Our operating fleet tradesmeedium to long-term, stable contracts
and we are structured as a publicly-traded maistéield partnership.

SIGNIFICANT DEVELOPMENTS

In June 2011, we entered into a new long-term eahiwith a subsidiary of BG Group plc (86 ) to provide shuttle tanker services in Brazil.
The contract with BG will be serviced by four Suezmmewbuilding shuttle tankers (or tB& Shuttle Tankers being constructed by Samst
Heavy Industries for an estimated total cost ofrapipnately $446 million (excluding capitalized inést and miscellaneous construction costs’
Upon their scheduled deliveries in mid-to-late 20h® BG Shuttle Tankers will commence operatiamien ten-year, fixed-rate time-charter-
out contracts. The contracts with BG also incluegain extension options and vessel purchase apérercisable by the charterer.

In November 2011, Teekay Corporation agreed toisedwm Sevan Marine ASA (@Bevan) theVoyageur SpiriEFPSO unit upon the
completion of certain upgrades and commencemethieafinit’s charter contract. In September 2012agmreed to acquire théoyageur Spirit
FPSO unit from Teekay Corporation at a purchasee@f approximately $540 million, subject to finarg: This acquisition is expected to take
place upon commencement of the unit's charter ashtwhich is expected to be in April 2013. TWeyageur Spiritvill operate on the
Huntington Field in the North Sea under a five-yeamtract with E.ON Ruhrgas UK E&P Limited (&rON), plus extension options. We will
finance the acquisition through the assumption wéw& $330 million debt facility secured by the asagortion of the proceeds from our pul
offering completed in September 2012 and a $40anikquity private placement of common units toKegeCorporation. In February 2013,
we made a partial prepayment of $150.0 million éeRay Corporation in connection with the acquisitd theVoyageur SpiriEPSO unit.
Teekay Corporation will pay us interest at a rdtelBOR plus a margin of 4.25% on the prepaid funbsekay Corporation is obligated to
repay us the full amount of prepaid funds, plug@ed interest, if the acquisition does not closeteeApril 30, 2013



In November 2012, we agreed to acquire a 2010-blililbad Dynamic Positioningor DP ) unit from Remora AS (o0Remora), a Norway-
based offshore marine technology company, foral matrchase price of approximately $55 million lirting modification costs. The HiLoad
DP unit is a self-propelled dynamic positioningteys that attaches to and keeps conventional taikg@ssition when loading from offshore
installations. The transaction is subject to finalj a ten-year time-charter contract with Petrd@easileiro SA (oPetrobras) in Brazil. The
acquisition of the HiLoad DP unit is expected tocbenpleted in the second quarter of 2013 and titdsuexpected to commence operating at
its full time-charter rate in early 2014 once modifications\églf of the DP unit to Brazil, and operational itggthave been completed. As
of the transaction, Teekay Corporation has alseeajto invest approximately $4.4 million to acquiré9.9% ownership interest in a
recapitalized Remora. In addition, we will enteiian agreement with Remora which will provide uthwhe right of first refusal to acquire
future HiLoad projects developed by Remora.
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In November 2012, we acquired the volatile orgamoimpound (oVOC) abatement equipment (@OC equipmeny installed onboard four of
our shuttle tankers from Teekay Corporation foombined purchase price of $12.9 million. This equémt is operating under a lease contrac
with the VOC Industry Committee whereby we will ede a fee for each cargo transported from a Noiavegil field up to a maximum of 139
cargoes for each vessel.

In January 2013, we issued in the Norwegian bondet&NOK 1,300 million in senior unsecured bondse Hond was issued in two tranches
maturing in January 2016 (NOK 500 million) and Jany2018 (NOK 800 million). The aggregate principaiount of the bonds is equivalent
to approximately $233 million and all interest grthcipal payments under each of the two tranclee® heen swapped into U.S. dollars at
fixed rates of 4.80% on the tranche maturing in@28id 5.93% on the tranche maturing in 2018. Imeotion with this financing, we
repurchased NOK 388.5 million of the existing NOBOGillion bond issue maturing in November 2013. Wi¢ed the net proceeds of
approximately $167 million to reduce a portion ofaunts outstanding under our revolving credit faes and for general partnership purpo
We will apply to list the bonds on the Oslo StocicEange.

In January 2013, we signed a letter of intent \Bi#hamander Energy plc to supply an FSO unit in Amia firm charter period of ten years
commencing in mid-2014. We intend to convert o®38uilt shuttle tanker thidavion Clipperinto an FSO unit for an estimated cost of
approximately $50 million. We are in the proces$imdlizing the contract terms with the charterer.

Potential Additional Shuttle Tanker, FSO and FPSO IRojects

Pursuant to an omnibus agreement that we entet@hiconnection with our initial public offering iDecember 2006, Teekay Corporation is
obligated to offer to us its interest in certainitsle tankers, FSO units and FPSO units Teekay @ation owns or may acquire in the future,
provided the vessels are servicing contracts veithaining durations of greater than three yearsm#g also acquire other vessels that Teekay
Corporation may offer us from time to time and weend to pursue direct acquisitions from third jggrand new offshore projects.

Pursuant to the omnibus agreement and a subseagrestment, Teekay Corporation is obligated to défexell to us th@etrojarl Foinaven
FPSO unit, an existing unit owned by Teekay Corfiana and operating under a long-term contrachéNorth Sea, prior to July 9, 2013. The
purchase price for theetrojarl FoinavenFPSO unit will be its fair market value plus anylgidnal tax or other costs to Teekay Corporation
that would be required to transfer the FPSO unitsto

In October 2010, Teekay Corporation signed a gy contract with Petrobras to provide an FPS®@fonithe Tiro and Sidon fields located
the Santos Basin offshore Brazil. The contract Wigtrobras is being serviced by a newly-convere8® unit name€idade de Itajain

which Teekay Corporation has a 50% interest. TRS® unit delivered from the shipyard in mid-Novemb@12 and achieved first oil in mid-
February 2013, at which time the unit commencedadjsns under a nine-year, fixed-rate time-chastartract with Petrobras with six
additional one-year extension options. Pursuatiigammnibus agreement, Teekay Corporation is afgligto offer to us its 50% interest in this
FPSO project at Teekay Corporation’s fully built-egst within approximately one year after the comoaeent of the charter with Petrobras.

In May 2011, Teekay Corporation entered into atjganture agreement with Odebrecht Oil & Gas SaAmgémber of the Odebrecht group) (or
Odebrech) to jointly pursue FPSO projects in Brazil. Astpafrthe joint venture agreement, Odebrecht is% partner in th€idade de Itajai
FPSO project and Teekay Corporation is currentlyking with Odebrecht on other FPSO project oppaties which, if awarded, may result
the future offer of additional FPSO units to usquant to the omnibus agreement.

In June 2011, Teekay Corporation entered into araonwith BG Norge Limited to provide a harsh vweatFPSO unit to operate in the North
Sea. The contract will be serviced by an FPSOhsiitg constructed by Samsung Heavy Industries follyabuilt-up cost of approximately $1
billion. Pursuant to the omnibus agreement, Tedkanporation is obligated to offer to us its intériesthis FPSO project at Teekay
Corporation’s fully builtup cost within a year after the commencement othater, which commencement is expected to ocaringl the firs
half of 2014.

In November 2011, Teekay Corporation acquired fBewan thedummingbird SpiritFPSO unit (which is currently operating under arsho
term charter contract). Pursuant to the omnibuseagent, Teekay Corporation is obligated to offethe¢Hummingbird SpiritFPSO unit withit
approximately one year following commencement ofiarter contract with a firm period of greater thiaree years in duration.

Our Contracts and Charters

We generate revenues by charging customers fdarahsportation and storage of their crude oil usingvessels. Historically, these services
generally have been provided under the followingibtypes of contractual relationships:

. Contracts of affreightment, whereby we carry areadgrquantity of cargo for a customer over a sptifiade route within a given
period of time;

. Time charters, whereby vessels we operate andeapemsible for crewing are chartered to custonwera fixed period of time at
rates that are generally fixed, but may contaiagable component based on inflation, interestsratecurrent market rate

. Bareboat charters, whereby customers charter wefsea fixed period of time at rates that are galhefixed, but the customers
operate the vessels with their own crews;

. Voyage charters, which are charters for shorteruats that are priced on a current“spot” market rate

We also generate revenues by charging customepsdduction, processing and storage services tooaipanies operating offshore oil fie



installations. These services are typically prodidader long-term, fixed-rate FPSO contracts, batain a variable component for incentive-
based revenues dependent upon operating performance
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The table below illustrates the primary distinci@among these types of charters and contracts:

Contract of Affreightment Time Charter Bareboat Charter Voyage Charter 1) FPSO Service Contracts

Typical contract length One year or more One year or more One year or Single voyage Long-term
more

Hire rate basi® Typically daily Daily Daily Varies Daily
Voyage expense® We pay Customer pay Customer pay We pay Not applicable
Vessel operating expens® We pay We pay Customer pay We pay We pay
Off hire @ Customer typically does Varies Customer Customer does Not applicable

not pay typically pays  not pay
Shutdowr®) Not applicable Not applicable Not applicable  Not applicable Varies

(1) Under a consecutive voyage charter, the customes fpa idle time.

(2) “Hire” rate refers to the basic payment from the charferghe use of the vessi
(3) Defined below unde*Important Financial and Operational Terms and Cpts”
(4) " Off hire” refers to the time a vessel is not available fovise.

(5) “Shutdow” refers to the time production services are notlalsks.

Important Financial and Operational Terms and Concets
We use a variety of financial and operational teamd concepts. These include the following:

RevenuesRevenues primarily include revenues from contrattffreightment, time charters, bareboat chartegage charters and FPSO
contracts. Revenues are affected by hire ratesrendumber of days a vessel operates and thetaitiuction volume on FPSO units.
Revenues are also affected by the mix of businessden contracts of affreightment, time charteaseboat charters and voyage charters. Hir
rates for voyage charters are more volatile, ap éine typically tied to prevailing market rategts time of a voyage.

Voyage Expensed/oyage expenses are all expenses unique to ayartioyage, including any bunker fuel expenses, fees, cargo loading
and unloading expenses, canal tolls, agency feds@nmissions. Voyage expenses are typically pgithé customer under time charters and
bareboat charters and by the shipowner under vogtagiters and contracts of affreightment. When ae\pyage expenses, they typically are
added to the hire rates at an approximate cost.

Net RevenuesNet revenues represent revenues less voyage espensered by us. Because the amount of voyagensgsewe incur for a
particular charter depends upon the type of chaseruse net revenues to improve the comparabiéityween periods of reported revenues tha
are generated by the different types of charters pvihcipally use net revenues, a non-GAAP findnoieasure, because it provides more
meaningful information to us about the deploymdriwr vessels and their performance than revertbesnost directly comparable financial
measure under accounting principles generally deddp the United States (&AAP).

Vessel Operating Expensednder all types of charters and contracts for assels, except for bareboat charters, we are resgpoffior vessel
operating expenses, which include crewing, remaits maintenance, insurance, stores, lube oils aminunication expenses. The two largest
components of our vessel operating expenses arect®s and repairs and maintenance. We exped &égenses to increase as our fleet
matures and to the extent that it expands.

Time-Charter Hire ExpensesTime-charter hire expenses represent the costatiderkin a vessel for a fixed period of time.

Income from Vessel OperationTo assist us in evaluating operations by segmemsametimes analyze the income we receive from each
segment after deducting operating expenses, bt forthe deduction of interest expense, taxedizeghand unrealized gains (losses) on non-
designated derivative instruments, foreign curresmaghange gains and losses and other income aseblos

Dry docking.We must periodically dry dock our shuttle tankerd aonventional oil tankers for inspection, repainsl maintenance and any
modifications to comply with industry certificatiar governmental requirements. We may dry dock BSi% if we desire to qualify them for
shipping classification. Generally, we dry docklea€ our vessels every two and a half to five yedepending upon the type of vessel and its
age. We capitalize a substantial portion of thescm&urred during dry docking and amortize thosst€ on a straight-line basis from the
completion of a dry docking over the estimated uldée of the dry dock. We expense costs relatetbutine repairs and maintenance
performed during dry docking that do not improveertend the useful lives of the assets, and foualntiass survey costs on our FPSO units.
The number of dry dockings undertaken in a giveiopeand the nature of the work performed deternttireelevel of drydocking expenditure

Depreciation and AmortizationDepreciation and amortization expense typicallysists of:

. charges related to the depreciation of the hisabdost of our fleet (less an estimated residukle)eover the estimated useful lives
of the vessels

. charges related to the amortization of-docking expenditures over the estimated usefubliftne dry docking; an
. charges related to the amortization of the faingalf contracts of affreightment where amounts Heeen attributed to those items



in acquisitions; these amounts are amortized dweeperiod in which the asset is expected to cautgibo future cash flow:

Revenue DaysRevenue days are the total number of calendaraaysessels were in our possession during a pdees the total number of
off-hire days during the period associated withanagpairs or dry dockings. Consequently, reverays depresent the total number of days
available for the vessel to earn revenue. Idle dapgch are days when the vessel is available o esvenue, yet is not employed, are includec
in revenue days. We use revenue days to show chamget revenues between periods.
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Calendar-Ship-DaysCalendar-ship-days are equal to the total numbealeindar days that our vessels were in our passedsring a period.
We use calendar-ship-days primarily to highlightiregpes in vessel operating expenses, time-chareeekpense and depreciation and
amortization. Calendar-ship days are based onwoed and chartered-in fleet, including vessels ahmeour 50% and 67% owned
subsidiaries.

VOC EquipmentWe assemble, install, operate and lease equipranteduces volatile organic compound emissionsduoading,
transportation and storage of oil and oil producemsing of the VOC equipment is accounted foregitis a direct financing lease or as an
operating lease. For VOC equipment accounted fardisect financing lease, payments received dmeatkd between the net investment in
lease and other income using the effective intanethod so as to produce a constant periodic fatturn over the lease term.

Items You Should Consider When Evaluating Our Rest$
You should consider the following factors when eaéihg our historical financial performance andeasig our future prospects:

. Our financial results reflect the results of the farests in vessels acquired from Teekay Corporafionall periods the vesse
were under common controln April 2010, we acquired from Teekay Corporatthe Falcon SpiritFSO unit, together with its
charter contract. In October 2010, we acquired fiaakay Corporation theio das Ostra§PSO unit and th&mundsen Spirit
newbuilding shuttle tanker. In October 2011, weuaeg] from Teekay Corporation tiszott Spirinewbuilding shuttle tanker.
These transactions were deemed to be businessaics between entities under common control. Adicgly, we have
accounted for these transactions in a manner sitoifdne pooling of interest method. Under this meet of accounting, our financi
statements prior to the date the interests in tiiesgels were actually acquired by us are retnelgtadjusted to include the results
of these acquired vessels. The periods retroagtadjusted include all periods that we and the smedwessels were both under
common control of Teekay Corporation and had begperations. As a result, our applicable consoliifiteancial statements
reflect the vessels and their results of operatimfsrred to herein as tiropdown Predecessomas if we had acquired them when
the vessels began operations under the ownersHipaeifay Corporation on December 15, 2009, AprdQQ8, July 30, 2010 and
July 22, 2011, respectively. Please read Iter— Financial Statements: Note— Dropdown Predecessc

. The size of our fleet continues to chand@ur results of operations reflect changes in the and composition of our fleet due to
certain vessel deliveries and vessel dispositiBiease read “— Results of Operations” below fothier details about vessel
dispositions and deliveries. Due to the naturewfousiness, we expect our fleet to continue totlate in size and compositic

. Vessel operating and other costs are facing indy-wide cost pressure. The shipping industry continues to experiencébaj
manpower shortage of qualified seafarers due tevityn the world fleet, which in recent years hasulted in upward pressure on
manning costs. Lately, the gap between demandwapplysof officers has narrowed, which has allowetkast on a temporary
basis, for wages in certain sectors to stabilizeawme smaller increases than has previously bexoate. Going forward, there may
be increases in crew compensation as vessel aiedra$tipply dynamics continue to change. In addijtfactors such as pressure on
commodity and raw material prices, as well as cbarng regulatory requirements could also contriboteperating expenditure
increases. We continue to take action aimed atamipg operational efficiencies, and to temper tfieat of inflationary and other
price escalations; however increases to operatmmsb are still likely to occur in the futu

. Our financial results of operations are affected Iliiyctuations in currency exchange rate. Under GAAP, all foreign currency-
denominated monetary assets and liabilities (saataah and cash equivalents, accounts receivaisleyiasts payable, advances
from affiliates and deferred income taxes) are lieachand reported based on the prevailing excheatgeat the end of the period.
We have entered into services agreements with diabigis of Teekay Corporation whereby the subsieanperate and crew the
vessels. Payments under the service agreemerdasljasted to reflect any change in Teekay Corpanégioost of providing service
based on fluctuations in the value of the Norweddamner relative to the U.S. Dollar, which may ri¢sni increased payments unt
the services agreements if the strength of the DoBar declines relative to the Norwegian Kror

. Our net income (loss) is affected by fluctuationsthe fair value of our derivatives instrumentOur interest rate swaps, cross
currency swaps and some of our foreign currenaydod contracts are not designated as hedges fouating purposes. Although
we believe these derivative instruments are econbeilges, the changes in their fair value are dealun our statements of incor
(loss) as unrealized gains or losses on derivafoweisterest rate swaps and some of our foreigneciey forward contracts and as
foreign exchange gains or losses for the croseoayrswaps. The changes in fair value do not affectonsolidated cash flows,
liquidity or cash distributions to partne

. Our operations are seasonal and our financial reslary as a consequence of dry dockinHistorically, the utilization of shuttl
tankers in the North Sea is higher in the wintenths, as favorable weather conditions in the wammanths provide opportunities
for repairs and maintenance to our vessels anffgbare oil platforms. Downtime for repairs and ntahance generally reduces oil
production and, thus, transportation requiremeéntaddition, we generally do not earn revenue whanvessels are in scheduled
and unscheduled dry docking. Eight vessels, inolyithoth conventional and shuttle tankers, are sdbddor dry docking in 2013.
From time to time, unscheduled dry dockings mayeadditional fluctuations in our financial resu

We manage our business and analyze and reporesuits of operations on the basis of four busisegsnents: the shuttle tanker segment, the
FPSO segment, the conventional tanker segmenthand30 segment, each of which are discussed below.

Results of Operations
Year Ended December 31, 2012 versus Year Ended Dadger 31, 2011



Shuttle Tanker Segment

As at December 31, 2012, our shuttle tanker fleasisted of 34 vessels that operate under fixesleantracts of affreightment, time charters
and bareboat charters. Of the 34 shuttle tankiersyeye owned through 50% owned subsidiaries, ttremigh a 67% owned subsidiary and

four were
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chartered-in, with the remainder owned 100% byAlisof these shuttle tankers provide transportagernvices to energy companies, primarily
in the North Sea and Brazil. Our shuttle tankersise the conventional spot tanker market from tim&me. We also have four newbuilding
shuttle tankers on order which are scheduled tweteinid-to-late 2013. Subsequent to December 8122we sold a 1992-built owned shuttle
tanker. This vessel was previously laid up in Z0y1, following the maturity of its time-chartertaontract.

The following table presents our shuttle tankemsegt's operating results for 2012 and 2011, andpaoss its net revenues (which is a non-
GAAP financial measure) for 2012 and 2011, to rewssn the most directly comparable GAAP financiahswe, for the same periods. The
following table also provides a summary of the @emin calendar-ship-days by owned and chartergdssels for our shuttle tanker segment

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2012 2011 % Change
Revenue! 569,51¢ 573,29¢ (0.7)
Voyage expense 104,39:- 95,86« 8.9
Net revenue 465,12! 477,43: (2.6
Vessel operating expens 135,99: 161,89( (16.0
Time-charter hire expens 56,98¢ 74,47¢ (23.5)
Depreciation and amortizatic 122,92: 115,63 6.3
General and administratiy®) 45,11( 49,44 (8.8
Write down of vessel 23,43( 28,27( (17.7)
Loss on sale of vesse 1,117 — 100.(
Restructuring charg 647 1,225 (47.9)
Income from vessel operatio 78,92 46,48¢ 69.€
Calenda-Shig-Days

Owned Vessel 11,53( 11,30¢ 2.C

Chartere-in Vessels 1,45¢ 2,007 (27.9)

Total 12,98¢ 13,31t (2.9

(1) Includes direct general and administrative eses and indirect general and administrative exgse¢adlocated to the shuttle tanker
segment based on estimated use of corporate resj!

The average size of our owned shuttle tanker fieeeased in 2012 compared to 2011, primarily duthé purchase from Teekay Corporation
of two new building shuttle tankers, tReary Spiritand theScott Spirit, in August 2011 and October 2011, respectiveljtfe2011
Newbuilding Shuttle Tankers Acquisitic), partially offset by the sale of tidavion Fennidn July 2012 and thlavion Savonitan November
2012. Included in calendar-ship-days are two owsiedtle tankers which have been in lay-up since 2011 and May 2012, respectively,
following their redelivery to us upon maturity dfeir time-charter-out contracts in March 2011 anil®2012.
The average size of our chartered-in shuttle tafi&et decreased in 2012 compared to 2011, prigndtié to:

. the redelivery of one bareb+in vessel to its owner in October 20:

. decreased spot charte-in vessels in 2012 compared to the same periogdast anc

. more ofthire days in 2012 compared to the same period/ésest

Net RevenueNet revenues decreased for 2012 from 2011, priyndrié to:

. a decrease of $11.6 million due to the lay-up af bf our vessels following their redelivery to nsJuly 2011 and May 2012,
respectively, upon maturity of the ti-charte-out contracts

. a decrease of $8.6 million due to less opportuitietrade excess capacity in the conventional tspdier market and in short-term
offshore projects due to decreased demand for eioveal crude transportation; a

. a decrease of $3.6 million due to more drydockrapair ofthire days in our tim-chartere-out fleet in 2012 as compared to 20

partially offset by

. a net increase of $11.0 million due to an incréasevenues in our contract of affreightment flegtd an increase in revenues in
time-chartered-out fleet from entering into newtcacts and an increase in rates as provided iaioecbntracts, partially offset by
fewer revenue days from the redelivery of six vissseus in July 2011, February 2012, March 2015012, and two in
November 2012 as they completed their -charte-out agreement:

Vessel Operating Expens&&ssel operating expenses decreased for 2012 fodrh, primarily due to:

. a decrease of $10.6 million relating to the layefipvo of our shuttle tankers since July 2011 arayM012 and the reduction in
costs associated with the sale of two of our ostherttle tankers in July 2012 and November 2(
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. a decrease of $7.1 million due to a decrease its cekted to services and spares and the numhesséls dry docked. Certain
repair and maintenance items are more efficienptoplete while a vessel is in dry dock. Conseqyergpair and maintenance
costs will typically increase in periods when thiran increase in the number of vessels dry dac

. a decrease of $5.9 million in crew and manningscpsmmarily from changes in crew compensation @uhliced helicopter usac
. a decrease of $4.5 million relating to the redeiivaf one barebo-in vessel to its owner in October 2011; ¢
. a decrease of $1.3 million relating to a decreas#art up costs associated with less -term offshore project:

partially offset by
. an increase of $4.3 million due to the 2011 Newbng Shuttle Tanker Acquisition

Time-Charter Hire Expens&ime-charter hire expense decreased for 2012 fi@bi 2primarily due to:
. a decrease of $8.7 million due to the redelivergré barebo-in vessel to their owner in October 2011;
. a decrease of $7.8 million due to decreased s-chartering during 201

Depreciation and AmortizatioiDepreciation and amortization expense increasedd® from 2011, primarily due the accelerated eeptior
related to a change in the useful life for six olsleuttle tankers and the 2011 Newbuilding Shatdeker Acquisitions, partially offset by less
depreciation relating to the impairment and writevd of two older shuttle tankers in 2011 to thetireated fair value and the sale of the two
older shuttle tankers in 2012.

Write down of VesselgVrite down of vessels was $23.4 million for 201&sulting from the impairment of four older shutdekers. We
determined these vessels were impaired and wrata tite carrying values of these vessels to théimased fair value, due to a change in
operating plan for these vessels. Write down ofeksswas $28.3 million for 2011, resulting from thmpairment of three shuttle tankers, all of
which were 20-years old in 2012. These vesselsyoay values were written down to their estimatanl ¥alue.

Loss on sale of vesselLoss on sale of vessels was $1.1 million for 20648ting to the sale of two 1992-built shuttle taiske

Restructuring ChargeRestructuring charges were $0.6 million for 20E&utting from a reorganization of marine operatitnereate better
alignment within the shuttle tanker business wnitreate a reduced-cost organization going forwRestructuring charges were $1.2 million
for 2011, resulting from the termination of the ¢éioharter-out contract for thgasker Spirit

FPSO Segment

Our FPSO fleet consists of tRetrojarl Varg,the Cidade de Rio das Ostrésr Rio das Ostra$ and thePiranema Spirit, all of which we own
100%. We use the FPSO units to provide productiom;essing and storage services to oil companiesatipg offshore oil field installations.
These services are typically provided under lomgitdixed-rate FPSO contracts. Historically, thitization of FPSO units and other vessels in
the North Sea, where tlietrojarl Vargoperates, is higher in the winter months, as faseraeather conditions in the summer months provid
opportunities for repairs and maintenance to osselks and the offshore oil platforms, which gemgralduces oil production.

The following table presents our FPSO segment’satjpeg results for 2012 and 2011, and also provadesmmary of the calendar-ship-days
for our FPSO segment:

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2012 2011 % Change
Revenue: 231,68t¢ 173,83t 33.8
Vessel operating expens 100,66¢ 76,71¢ 31.2
Depreciation and amortizatic 50,90¢ 37,49¢ 35.¢
General and administrativ® 22,39¢ 15,47 44
Income from vessel operatio 57,72( 44,15( 30.7

Calenda-Shig-Days
Owned Vessel 1,09¢ 761 44.:

(1) Includes direct general and administrative expeasésindirect general and administrative expenakascated to the FPSO segment b
on estimated use of corporate resourc

The number of our FPSO units for 2012 increasedpawed to last year due to the acquisition ofRiranema Spiribn November 30, 2011.

RevenuesRevenues increased for 2012 from 2011, primarily
. an increase of $55.6 million relating to the acijais of thePiranema Spiriin November 2011
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. an increase of $6.7 million due to the recovergrefv and manning costs. In 2011 these recoveries rgported on a net basis in
vessel operating expenses; i

. an increase of $5.6 million due to increased ratethePetrojarl VargandRio das Ostrag accordance with annual contractual
escalation adjustment
partially offset by

. a decrease of $3.5 million relating to paymentsernadus during 2011 for services previously rendéoethe charterer of tHeio
das Ostrag;

. a decrease of $3.5 million due to decreased ingestind lower production on tRetrojarl Vargand partly due to a planned
maintenance shutdown of that unit during the secpradter of 2012

. a decrease of $2.0 million due to the strengtheafrte U.SDollar against the Norwegian Kroner; a
. a decrease of $1.2 million relating to a credihedrin 2011 from the charterer of tR@® das Ostragor unused maintenance days in
accordance with the service contr
Vessel Operating Expens&&ssel operating expenses increased for 2012 ft, Jrimarily due to:
. an increase of $24.2 million due to the acquisitibthePiranema Spiriin November 2011

. an increase of $5.1 million due to the recovergertain crew and manning costs, where the recasegported in revenue in 2012.
In 2011 these recoveries were reported on a n&t imagessel operating expenses;

. an increase of $2.7 million due to higher mainteeacosts relating to ttPetrojarl Vargduring the third quarter of 201

partially offset by
. a decrease of $4.0 million due to the strengtheafrtbe U.S. Dollar against the Norwegian Kronempared to 2011

. a decrease of $3.4 million due to repairs onRfeedas Ostrasvhile on yard stay and higher consumables and sphneng the first
quarter of 2011 and deployment to the field dutimgsecond quarter of 2011; ¢

. a decrease of $1.4 million due to lower crew andmirey costs relating to tHeio das Ostrasdlue to its deployment to the field
during the second quarter of 20

Depreciation and Amortization ExpenDepreciation and amortization expense increasedd®® from 2011, primarily due to the acquisition
of thePiranema Spiriin November 2011.

Conventional Tanker Segment

As at December 31, 2012, we owned 100% interedigdmframax conventional crude oil tankers (famiwhich operate under fixed-rate time
charters with Teekay Corporation, and one of wihiak been laid up indefinitely), and two vesseldctwvhave additional equipment for
lightering, which operate under fixed-rate barelubetrters with Skaugen PetroTrans, Teekay Cormoratb0% owned joint venture. The
analysis below excludes five additional tankerthay are determined to be discontinued operationkjding thelLeyte Spirit which was sold
subsequent to December 31, 2012, three tankersrstild latter half of 2012, and one tanker sol@0il1.

The following table presents our conventional tardegment’s operating results for 2012 and 201d campares its net revenues (which is a
non-GAAP financial measure) for 2012 and 2011, to rexsn the most directly comparable GAAP financiahswe, for the same periods. -
following table also provides a summary of the @emin calendar-ship-days by owned vessels focomventional tanker segment. The table
below excludes the results of five tankers as Hreydetermined to be discontinued operations.

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2012 2011 % Change
Revenue! 62,02¢ 63,63¢ (2.5)
Voyage expense 11,317 9,12¢ 24.C
Net revenue 50,71: 54,51 (7.0
Vessel operating expens 11,66: 10,88" 7.1
Depreciation and amortizatic 10,51¢ 11,34: (7.2
General and administrativ® 3,18¢ 2,80¢ 13k
Restructuring charg 46¢ — 100.(
Income from vessel operatio 24,87: 29,47¢ (15.6)

Calenda-Shig-Days
Owned Vessel 2,19¢ 2,19( 0.2

(1) Includes direct general and administrative @spes and indirect general and administrative exgse(adlocated to the conventional tanker
segment based on estimated use of corporate resj!
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Net RevenueNet revenues decreased for 2012 from 2011, priyndtié to a decrease of $3.7 million due to incréasthire days and lower
reimbursed bunkers.

FSO Segment

Our FSO fleet consists of five vessels that oparatier fixed-rate time charters or fixed-rate baegltharters. We have 100% ownership
interests in these units. FSO units provide anitenssorage solution to oil field installations theave no oil storage facilities or that require
supplemental storage. Our revenues and vesseltopeeaxpenses for the FSO segment are affectetlibyuéitions in currency exchange rates,
as a significant component of revenues are eamedessel operating expenses are incurred in Noawd¢roner and Australian Dollars for
certain vessels. The strengthening or weakeningeo®).S. Dollar relative to the Norwegian Kronedaustralian Dollar may result in
significant decreases or increases, respectivelyur revenues and vessel operating expenses.

The following table presents our FSO segment’satpeg results for 2012 and 2011, and comparesitsavenues (which is a non-GAAP
financial measure) for 2012 and 2011, to reventiesmost directly comparable GAAP financial meastorethe same periods. The following
table also provides a summary of the changes @ndalr-ship-days for our FSO segment:

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2012 2011 % Change
Revenue: 62,90: 62,73 0.3
Voyage expense 40C 1,38¢ (71.2)
Net revenue 62,50: 61,34 1.8
Vessel operating expens 36,38t¢ 30,47( 19.4
Depreciation and amortizatic 9,03¢ 12,00¢ (24.7)
General and administrativ®) 3,70¢ 3,77¢ (2.0
Loss on sale of vess — 171 (100.0
Write down of vessel — 8,59¢ (200.0
Restructuring charg — 2,69 (100.0)
Income from vessel operatio 13,37( 3,61¢ 269.4

Calenda-Shig-Days
Owned Vessel 1,83( 1,901 (3.9

(1) Includes direct general and administrative @spes and indirect general and administrative exgse(adlocated to the FSO segment base
on estimated use of corporate resourc

In March 2011, we sold one of our FSO units,Klagratha Spirit, for proceeds of $5.1 million, resulting in a lags$0.2 million.

Net RevenueNet revenues increased for 2012 from 2011, priwaltile to:
. an increase of $5.5 million from engineering stadiempleted in 2012 to support our FSO tenders
. an increase of $1.2 million due to a higher chawiéz on two FSO units, lower bunkers expense aedadditional day in 2012 as
compared to 201
partially offset by
. a decrease of $3.2 million due to the sale oKarratha Spiritin March 2011; an
. a decrease of $2.3 million due to the drydockintheNavion Saguring the third quarter of 201
Vessel Operating Expensegessel operating expenses increased for 2012 2@, primarily due to an increase of $7.3 milldue to

expenditures on projects completed to support decd-SO tenders, partially offset by a decredkld million related to the sale of the
Karratha Spiritin March 2011.

Depreciation and amortizatioiDepreciation and amortization expense decrease2lDft? from 2011, primarily due to a decrease of $2.
million due to the write down of the carrying valokEtheNavion Sagdo its estimated fair value in December 2011.

Write down of vessel®Vrite down of vessels was $8.6 million for 2011. W&termined th&lavion Sagavas impaired mainly due to escalating
dry-dock costs and increased operating costs. Vdeevdown the carrying value of the vessel to itsrexted fair value.

Restructuring chargeRestructuring charges for 2011 were incurred imeation with the termination of employment for ed@mtof the crew
members of th&arratha Spiritfollowing the sale of the vessel in March 2011.
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Other Operating Results

General and Administrative Expens€eneral and administrative expenses increaseddtd $illion for 2012, from $71.5 million for 2011,
mainly relating to the acquisition of tiéranema SpiriFPSO unit in November 2011, a success fee paiéékdy Corporation relating to the
acquisition of thd’iranema Spiriin November 2011, a net decrease in managemenpés@ble to subsidiaries of Teekay Corporation for
services rendered to us due to increased extarnahues partially offset by increases in businesgldpment costs supporting our direct
tenders, an increase during 2012 in realized anghlined gains on foreign currency forward consdbat have been designated as hedges fo
accounting purposes, a decrease in direct costgemetral cost savings associated with the restingtin 2012 of our conventional tanker
business unit, and a reduction in management &ated to the sale of théarratha Spiritin March 2011.

Interest Expensdnterest expense, which excludes realized and linedagains and losses from interest rate swapsgased to $47.8 million
for 2012, from $36.2 million for 2011, primarily duo:

. an increase of $7.2 million from the issuance efMOK 600 million senior unsecured bonds in Jan2an2;

. an increase of $4.1 million related to the new $d8ilon debt facility secured by theiranema SpiritFPSO unit in February 2012;
and

. an increase of $3.0 million due to increased irster&tes during 2012, compared to 2C

partially offset by
. a decrease of $3.0 million related to scheduledye@nts and prepayments of debt during 2012 andl..

Realized and Unrealized Losses on Derivat. Net realized and unrealized losses on non-desdrderivatives were $26.3 million for 2012,
compared to $159.7 million for 2011.

During 2012 and 2011, we had interest rate swagemgents with aggregate average outstanding notonalints of approximately $1.6 billi
with average fixed rates of approximately 4.3%ldoth years. Short-term variable benchmark inteest during these periods were generally
less than 1.2% and, as such, we incurred realossg$s of $58.6 million and $58.5 million, respeadify during 2012 and 2011 under the inte
rate swap agreements.

The net unrealized gain resulted from the transf&58.6 million of previously recognized unreatizesses to realized losses related to actua
cash settlements, offset by an incremental $32liombf unrealized losses relating to further dees$ in long-term LIBOR benchmark interest
rates relative to the prior year. Due to significdecreases in long-term benchmark interest rat@911, we recognized unrealized losses of
$100.3 million in 2011. Please see Item 5 — Opmgatind Financial Review and Prospects: ValuatioDerfvative Instruments, which explains
how our derivative instruments are valued, inclgdime significant factors and uncertainties in dateing the estimated fair value and why
changes in these factors result in material vadainc realized and unrealized (losses) gain owvaléve instruments.

Foreign Currency Exchange (Losses) GaForeign currency exchange losses were $0.3 milbo2012, compared to a $1.5 million gain for
2011. Our foreign currency exchange losses andgsitbstantially all of which are unrealized, ane grimarily to the relevant period-end
revaluation of Norwegian Kroner-denominated monetessets and liabilities for financial reportingpases and the realized and unrealized
gains and losses on our cross currency swaps. GaiNerwegian Kroner-denominated monetary lialeititreflect a stronger U.S. Dollar
against the Norwegian Kroner on the date of revednaor settlement compared to the rate in effeth@ beginning of the period. Losses on
Norwegian Krone-denominated monetary liabilities reflect a wedlde®. Dollar against the Norwegian Kroner on theedstrevaluation or
settlement compared to the rate in effect at tlggnioéng of the period. For 2012, foreign currengglgange losses and gains include a realizec
gain of $3.0 million (2011 — $2.9 million) and anrealized gain (loss) of $10.7 million (2011 — @1million) on the cross currency swap and
an unrealized (loss) gain of ($13.9) million (264%2.6 million) on the revaluation of the Norweglaroner denominated debt.

Other IncomeOther income was $1.5 million for 2012, compare&3d/ million for 2011, which was primarily compet$ of leasing income
from certain of our VOC equipment and the unredligain / (loss) on the contingent consideratiohiliy relating to theScott Spirit

acquisition (please read Item 18. Financial StatemeéNote 4a — Financial Instruments). The leasiagme is decreasing as the contracts nea
completion.

Income Tax Recovery (Expensincome tax recovery (expense) was $10.5 millior2@t2, compared to ($6.7) million for 2011. Therease

to income tax recovery was primarily due to a nesvwWégian tax structure established in the fourthrtgr of 2012 which resulted in a $8.6
million deferred tax recovery for our Norwegian gooup by being able utilize past losses carrieddod against future projected income,
whereas 2011 included a $5.0 million current tapesse for this tax group. In 2012 we also recogh&zedeferred income tax recovery of $3.1
million relating to the reversal of an uncertair pmsition accrual during 2012.

Net Income (Loss) from Discontinued Operatidn 2011, we sold th8cotia Spirit In 2012, we sold thElamane Spirit Torben Spiritand
Luzon Spiril. We also agreed to sell theyte Spirit, and such vessel is classified as held for saleaember 31, 2012. These operations priol
to December 31, 2012 were reported within the cotiveal tanker segment. Net income (loss) fromatisioiued operations was $9.6 million
for 2012 and ($23.8) million for 2011. Net incomerh discontinued operations increased for 2012 201, primarily due to:

. a decrease of $52.4 million from the write dowrve$sels as five conventional tankers were writmrdin 2011 compared to one
in 2012;

. a $14.7 million termination fee received from Tegkarporation in 2012 in relation to the early oalfation of the time charter



contract for theHamane Spiri;

a decrease of $10.0 million in depreciation and rization expense primarily due to the cessatiodegreciation of two held-for-
sale vessels effective December 31, 2011 tamane Spiriend theTorben Spirit) the sale of th&cotia Spiritin 2011, and the
write down of theLeyte Spiritand theLuzon Spiritto their estimated fair value in the fourth quadef011;
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. a decrease of $3.3 million in vessel operating pgps due to the sale of tBeotia Spirit, theHamane Spiriind theTorben Spirit;
and

. a decrease of $2.3 million in vessel operating pgps due to the lay ups of theyte SpiriandLuzon Spiritommencing in April
2012;
partially offset by

. a decrease of $23.4 million in net revenues dubdbeyte SpiritandLuzon Spiritoperating in the spot tanker market until April
2012 after which they were laid up indefinitelyngoared to 2011 when they were operating under -rate time charter

. a decrease of $20.2 million in net revenues dubkdaale of thScotia Spiril, theHamane Spiriand theTorben Spiril; and
. a $6.0 million loss on sale of vessels in 2(

Year Ended December 31, 2011 versus Year Ended Dadser 31, 2010
Shuttle Tanker Segment

As at December 31, 2011, our shuttle tanker fleasisted of 36 vessels that operate under fixeslemantracts of affreightment, time charters
and bareboat charters. Of the 36 shuttle tankiersyeye owned through 50% owned subsidiaries, ttremigh a 67% owned subsidiary and
four were chartered-in, with the remainder owne@i%y us. All of these shuttle tankers provide $portation services to energy companies,
primarily in the North Sea and Brazil. Our shutdekers service the conventional spot tanker mdr&gt time to time. We also have four
newbuilding shuttle tankers on order which aredtivér mid to late 2013.

The following table presents our shuttle tankemsegt's operating results for 2011 and 2010, andpaoas its net revenues (which is a non-
GAAP financial measure) for 2011 and 2010, to rewsn the most directly comparable GAAP financiahswe, for the same periods. The
following table also provides a summary of the @emin calendar-ship-days by owned and chartergdssels for our shuttle tanker segment

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2011 2010 % Change
Revenue: 573,29¢ 559,54 2.5
Voyage expense 95,86« 104,46( (8.2)
Net revenue 477,43. 455,08 4.6
Vessel operating expens 161,89( 143,76t 12.€
Time-charter hire expens 74,47¢ 89,79t (17.7)
Depreciation and amortizatic 115,63 111,15 4.C
General and administratiy®) 49,44 42,52¢ 16.2
Write down of vesse 28,27( 9,441 100.C
Restructuring charg 1,225 11¢ 931.]
Income from vessel operatio 46,48¢ 58,28: (20.2)
Calenda-Shig-Days

Owned Vessel 11,30¢ 10,41 8.€

Chartere-in Vessels 2,007 2,43¢ (17.5)

Total 13,31¢ 12,84¢ 3.7

(1) Includes direct general and administrative @sps and indirect general and administrative exgee(alocated to the shuttle tanker
segment based on estimated use of corporate resj!

We acquired th&cott SpiritandAmundsen Spirihewbuilding shuttle tankers from Teekay Corporatio@ctober 2011 and October 2010,
respectively. However, as a result of the inclugibthe Dropdown Predecessors, 8mtt SpiritandAmundsen Spirihave been included for
accounting purposes in our results as if they vaecgiired on July 22, 2011 and July 30, 2010, raspdg, when the vessels began operations
under the ownership of Teekay Corporation. Forrimation about the Dropdown Predecessors, pleade\et 2 to our Consolidated
Financial Statements included in this report.

We consolidated thRansen SpiriandPeary Spiritnewbuilding shuttle tankers as variable interetitiea in our consolidated financial
statements from October 1, 2010 to December 10) a0d August 2, 2011, the dates on which we acgjdieekay Corporation’s 100%
interests in the Nansen Spirit LLC and Peary Splrit, respectively.

The average size of our owned shuttle tanker fieeeased in 2011 compared to 2010, primarily due t

. the purchase from Teekay Corporation of four nevding shuttle tankers, themundsen Spirithe Nansen Spiritthe Peary Spirit
and theScott Spirit, in October 2010, December 2010, August 2011 actdlier 2011, respectively (or tB810 and 2011
Newbuilding Shuttle Tanker Acquisitic); and

. the acquisition of one previously chartered-in e¢ss February 2010 by our majority owned subsigig@r the2010 Shuttle Tanker
Acquisition).
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The average size of our chartered-in shuttle tafiket decreased in 2011 from 2010, primarily due t
. the redelivery of two tim-chartere-in vessels to their owners in February 2010 andedder 2010, respectivel
. the redelivery of one bareb+in vessel to its owner in October 2011; ¢
. the 2010 Shuttle Tanker Acquisitic

partially offset by
. increased spot charte-in vessels in 2011 as compared to 2010;
. less ofthire days in 2011 as compared to 2C

Net RevenueNet revenues increased for 2011 from 2010, priwaltile to:
. an increase of $38.5 million due to the 2010 antil2@ewbuilding Shuttle Tanker Acquisitior

. an increase of $16.4 million due to an increasewenues in our time-chartered-out fleet from eéngeinto new contracts and an
increase in rates as provided in certain barebwhtime-charte-out contracts; an

. an increase of $1.8 million related to an incréaseimbursable bunker costs as provided for inraed terms in existing contracts
during 2010, partially offset by higher bunker coas compared to the same period last

partially offset by

. a decrease of $24.4 million due to fewer revenys d@m our contract of affreightment shuttle fl&eim the declining oil
production at mature oil fields in the North Seanpounded by less opportunities from 2010 to trhéedxcess capacity in the
conventional spot tanker market as a result ofedes®d demand for conventional crude transportediod

. a decrease of $10.0 million due to the redelivérgree vessel to us in March 2011 upon terminatiothe time-charte-out contract

Vessel Operating Expens&&ssel operating expenses increased for 2011 f@if, 2rimarily due to:
. an increase of $15.6 million due to the 2010 aril2ZQewbuilding Shuttle Tanker Acquisitior
. an increase of $6.5 million in crew and manningsgsimarily from a planned increase in wages;

. an increase of $3.3 million due to an increaseostsrelated to services and spares and the nuwhiessels dry docked. Certain
repair and maintenance items are more efficienptaplete while a vessel is in dry dock. Conseqyergpair and maintenance
costs will typically increase in periods when thiran increase in the number of vessels dry dac

partially offset by
. a decrease of $3.5 million relating to the lay @ipree of our vessels in July 201
. a decrease of $1.1 million relating to the settletoé a claim with a customer in 201

. a decrease of $1.1 million relating to the netizeal and unrealized changes in fair value of oteigm currency forward contracts
that are or have been designated as hedges farrgoap purposes; ar

. a decrease of $1.0 million relating to the redeinaf one of our barebc-in vessels to its owner in October 20

Time-Charter Hire Expens&ime-charter hire expense decreased for 2011 fr@b® 2primarily due to:

. a decrease of $13.5 million due to the redelivémhee time-chartered-in vessels to their owner®ctober 2011, February 2010
and November 201(

. a decrease of $2.3 million due to the 2010 Shirdiieker Acquisition; an
. a decrease of $1.2 million due to lower rates ih126n certain contracts in the ti-chartere-in fleet;

partially offset by
. an increase of $1.2 million due to increased gp-chartering during 201:

Depreciation and AmortizatioiDepreciation and amortization expense increaseddi from 2010, primarily due to the 2010 and 2011
Newbuilding Shuttle Tanker Acquisitions and the @&huttle Tanker Acquisition, partially offset lysk depreciation on (a) -docking
expenditures where there was a change in usefuhli2010 and (b) one of our shuttle tankers wimsxk value was written down in 2010.
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Write down of VesselgVrite down of vessels was $28.3 million for the yeaded December 31, 2011, resulting from the impent of three
older shuttle tankers, all of which will be 20-ygaid in 2012. We determined these vessels weraiieghand wrote down the carrying values
of these vessels to their estimated fair value.id®gtified the following indicators of impairmerhe age of the vessels, the requirements of
operating in the North Sea, a change in the opgragtians for certain vessels, escalating dry-dasks; a continued decline in the fair market
value of vessels, and a general decline in thedututlook for shipping and the global economy comad with delayed optimism on when the
recovery may occur. Write down of vessels was $8ilon for 2010, resulting from the impairment ®f1992-built shuttle tanker, tiBasker
Spirit. The charter contract of the vessel was terminiaitegrly 2011. We wrote down the carrying valuéhaf vessel to its estimated fair
value.

FPSO Segment

Our FPSO fleet consists of tRetrojarl Varg,theRio das Ostrasnd thePiranema Spirit, all of which we own 100%. We use the FPSO units
to provide production, processing and storage sesvio oil companies operating offshore oil figldtallations. These services are typically
provided under long-term, fixed-rate time-chartentcacts or FPSO service contracts. Historicallg, utilization of FPSO units and other
vessels in the North Sea is higher in the wintentin®, as favorable weather conditions in the sunmwtths provide opportunities for repairs
and maintenance to our vessels and the offshomatfbrms, which generally reduces oil production.

The following table presents our FPSO segment’sadjpe results for 2011 and 2010, and also provadesmmary of the calendar-ship-days
for our FPSO segment:

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2011 2010 % Change
Revenue:! 173,83t 151,85 14.t
Vessel operating expens 76,71¢ 66,15" 16.C
Depreciation and amortizatic 37,49¢ 35,40( 5.¢
General and administrativ® 15,47 12,38¢ 24.¢
Income from vessel operatio 44,15( 37,90¢ 16.5

Calenda-Shig-Days
Owned Vessel 761 73C 4.2

(1) Includes direct general and administrative expeasdsindirect general and administrative experakscéted to the FPSO segment b
on estimated use of corporate resourc

We acquired th®iranema Spirifrom Sevan Marine ASA on November 30, 2011.

We acquired th®io das Ostrasrom Teekay Corporation on October 1, 2010. Howgasra result of the inclusion of the Dropdown
Predecessor, tHeio das Ostravas been included for accounting purposes in aulteas if it was acquired on April 1, 2008, wlien
commenced operations. Please read “ltems You Statdider When Evaluating Our Results of Operatio@ur financial results reflect the
results of the interests in vessels acquired fremk@y Corporation for all periods the vessels wader common control.”
RevenuesRevenues increased for 2011 from 2010, primarily

. an increase of $6.7 million for 2011 due to incezbrates on thRio das Ostragffective April 2011, concurrent with starting ane
contract on the Aruana field off of Braz

. an increase of $4.8 million relating to the acdigsi of thePiranema Spiri;
. an increase of $4.0 million for 2011 due to fore@gmrency exchange differences in 2011 as compar2d10;
. an increase of $3.5 million for 2011, relating tck-pay for services previously rendered to the chartef theRio das Ostra; and
. an increase of $3.1 million for 2011 due to a pEhmaintenance shutdown for 13 days orPté&ojarl Vargin the third quarter of
2010.
Vessel Operating Expens&&ssel operating expenses increased for 2011 f@if, 2rimarily due to:
. an increase of $6.4 million for 2011 due to the kezeéng of the U.S. Dollar against the Norwegian i@ocompared to 201

. an increase of $3.2 million for 2011 due to incezbrepairs on thRio das Ostrasvhile on yard stay and higher consumables and
spares

. an increase of $3.1 million for 2011 due to planoeslv and manning wage increases;
. an increase of $1.9 million for 2011 due to thewssitjon of thePiranema Spirif;

partially offset by

. a decrease of $3.9 million for 2011 due to a pldmaintenance shutdown for 13 days onReé&ojarl Vargin the third quarter of
2010.



Depreciation and Amortization ExpenDepreciation and amortization expense increaseddfd from 2010, primarily due to capital upgra
on theRio das Ostrasor the Aruana field in the first quarter of 201ridathe acquisition of theiranema Spiriin late 2011.

43



Table of Contents

Conventional Tanker Segment

As at December 31, 2011, we owned 100% interegenir\framax conventional crude oil tankers, sixwiiich operate under fixed-rate time
charters with Teekay Corporation, two which opematine spot tanker market as from December 2044 t&o vessels, which have additional
equipment for lightering, which operate under fixxate bareboat charters with Skaugen PetroTrarekaleCorporation’s 50% owned joint
venture. The analysis below excludes the resulfiveftankers as they are determined to be discoatl operations.

The following table presents our conventional tardegment’s operating results for 2011 and 2010 campares its net revenues (which is a
non-GAAP financial measure) for 2011 and 2010, to rexsn the most directly comparable GAAP financiahswe, for the same periods. -
following table also provides a summary of the @emin calendar-ship-days by owned vessels focomventional tanker segment. The table
below excludes the results of five tankers as tireydetermined to be discontinued operations.

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2011 2010 % Change
Revenue: 63,63¢ 54,96 15.¢
Voyage expense 9,12¢ 8,16( 11.¢
Net revenue 54,51 46,80: 16.5
Vessel operating expens 10,881 10,42« 4.4
Depreciation and amortizatic 11,34: 12,04: (5.8
General and administrativ® 2,80¢ 2,47¢ 13.2
Income from vessel operatio 29,47¢ 21,86 34.¢

Calenda-Shig-Days
Owned Vessel 2,19( 2,19( —

(1) Includes direct general and administrative @spes and indirect general and administrative exgse(adlocated to the conventional tanker
segment based on estimated use of corporate resj!

Net RevenueNet revenues increased for 2011 from 2010, priwyaltle to:

. an increase of $4.1 million due to a decreaseamtimber of off-hire days from scheduled dry dogkim 2011 compared to 2010;
and

. a net increase of $3.3 million in net bunker peofdr 2011, due to an increase in bunker indexegraompared to 2010, decreased
off-hire days and lower bunker consumption due to highe days.

FSO Segment

Our FSO fleet consists of five vessels that oparatker fixed-rate time charters or fixed-rate basgltharters. We have 100% ownership
interests in these units. FSO units provide anitenssorage solution to oil field installations tieave no oil storage facilities or that require
supplemental storage. Our revenues and vesseltoeeaxpenses for the FSO segment are affectetlibiétions in currency exchange rates,
as a significant component of revenues are eamedessel operating expenses are incurred in Noawd¢roner and Australian Dollars for
certain vessels. The strengthening or weakeningeot).S. Dollar relative to the Norwegian Kronedaustralian Dollar may result in
significant decreases or increases, respectivelyur revenues and decreases or increases, reghgdt vessel operating expenses.

The following table presents our FSO segment’s atpeg results for 2011 and 2010, and compare<itsavenues (which is a non-GAAP
financial measure) for 2011 and 2010, to reventiesiost directly comparable GAAP financial meastoethe same periods. The following
table also provides a summary of the changes endak-ship-days for our FSO segment:

Year Ended December 31

(in thousands of U.S. dollars, except cale-shig-days and percentage 2011 2010 % Change
Revenue! 62,73: 74,29¢ (15.¢)
Voyage expense 1,38¢ 88¢ 56.:
Net revenue 61,34 73,41( (16.9)
Vessel operating expens 30,47( 35,21 (13.5)
Depreciation and amortizatic 12,00¢ 16,26 (26.2)
General and administrativ® 3,77¢ 3,79¢ (0.5
Write down of vessel 8,76¢ — 100.(
Restructuring charg 2,691 — 100.(
Income from vessel operatio 3,61¢ 18,13t (80.0)

Calenda-Shig-Days
Owned Vessel 1,901 2,19( (13.2)
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(1) Includes direct general and administrative @spes and indirect general and administrative exgse(adlocated to the FSO segment base
on estimated use of corporate resourc

We acquired th€&alcon SpiritFSO unit from Teekay Corporation in April 2010. Hover, as a result of the inclusion of the Dropdown
Predecessor, tiealcon Spirithas been included for accounting purposes in awlteas if it was acquired on December 15, 200&nithe
vessel began operations under the ownership ofale€krporation. Please read “ltems You Should GtmmsiVhen Evaluating Our Results of
Operations — Our financial results reflect the ltssof the interests in vessels acquired from Tgekarporation for all periods the vessels were
under common control.”

On March 18, 2011, we sold one of our FSO uniesKiduratha Spirit, for proceeds of $5.1 million, resulting in a lagst0.2 million.

Net RevenueNet revenues decreased for 2011 from 2010, priynduié to:
. a decrease of $11.7 million due to lower revene&ged to the sale of ttKarratha Spiritin March 2011

. a decrease of $4.2 million due to a lower chag#r on théNavion Sagan accordance with the charter contract that tdécein
the second quarter of 2010; ¢

. a decrease of $0.9 million due to a-time reimbursement from a customer for certain angwosts in 201C

partially offset by
. an increase of $3.5 million due to foreign curreegghange differences in 2011 as compared 201C
. an increase of $1.1 million due to a higher chawiéz on thiDampier Spiritin 2011 as compared to 20:

Vessel Operating Expensegessel operating expenses decreased for 201120di®, primarily due to:
. a decrease of $8.8 million related to the saldeKarratha Spiritin March 2011

partially offset by
. an increase of $2.6 million due to the weakeninthefU.S. Dollar against the Australian Dollar ampared to 2010; ar

. an increase of $1.8 million due to an increaseéwand manning costs in 2011 as compared to 28:0ting primarily from a
planned increase in wage

Depreciation and amortizatioiDepreciation decreased for 2011 from 2010, primatile to:

. a decrease of $2.6 million as the costs relatinpeconversion of thdavion Sagdrom a shuttle tanker to an FSO unit were fully
depreciated at the end of the fixed term of itstiat in April 2010; anc

. a decrease of $1.5 million related to the saldeKarratha Spiritin March 2011

Write down of vessel®Vrite down of vessels was $8.8 million for 2011. W&termined th&lavion Sagavas impaired mainly due to escalating
dry-dock costs and increased operating costs. Vdeevdown the carrying value of the vessel to falue, which is its estimated sales price.

Restructuring chargeRestructuring charges for 2011 were incurred imeation with the termination of employment for edémtof the crew
members of th&arratha Spiritfollowing the sale of the vessel in March 2011.

Other Operating Results

General and Administrative Expens€eneral and administrative expenses increasedlt® $illion for 2011, from $61.2 million for 2010,
mainly relating to an increase in management fegalge to subsidiaries of Teekay Corporation fovises rendered to us due to increases in
business development costs supporting our diredets, due to a success fee relating to the atiquisif thePiranema Spiriand a one-time
management fee charged to us by Teekay Corporasi®ociated with the portion of stock-based compmmsgrants of Teekay Corporation’s
former Chief Executive Officer that had not yetteekprior to the date of his retirement on MarchZ&l111, partially offset by an increase in
realized and unrealized gains on foreign currencyédrd contracts that have been designated as $iéolgaccounting purposes.

Interest Expensdnterest expense, which excludes realized and linedagains and losses from interest rate swapsedsed to $36.2 million
for 2011, from $36.6 million for 2010, primarily duo:

. a decrease of $4.8 million during 2011, mainly friawver debt balances relating to thalcon SpiritFSO unit and th®io das
OstrasFPSO unit (including the Dropdown Predecessor);

. a decrease of $4.6 million related to scheduledyne@nts and prepayments of debt during 2011 and..

partially offset by

. an increase of $7.9 million from the issuance efNOK 600 million senior unsecured bonds in Noven#gs 0.
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Realized and Unrealized (Losses) Gains on Deriea. Net realized and unrealized losses on non-desdrderivatives were ($159.7) million
for 2011, compared to ($55.7) million for 2010.

During 2011 and 2010, we had interest rate swapesgents with aggregate average outstanding notinalints of approximately $1.6 billi
and $1.4 billion, respectively, with average fixates of approximately 4.3% for both years. Shemta variable benchmark interest rates du
these periods were generally less than 1.0% arsljcs we incurred realized losses of $58.5 miliad $49.2 million, respectively, during
2011 and 2010 under the interest rate swap agréemen

As a result of significant decreases in long-teandhmark interest rates in 2011, we recognizedalinesl losses of $100.3 million in 2011.
Long-term benchmark interest rates declined in 2640sing us to recognize unrealized losses o#$hdlion in 2010. Please see Iltem 5 —
Operating and Financial Review and Prospects: Valnaf Derivative Instruments, which explains howr derivative instruments are valued,
including the significant factors and uncertainiiesletermining the estimated fair value and wharges in these factors result in material
variances in realized and unrealized (losses) gaiderivative instruments.

Foreign Currency Exchange Gains (LossForeign currency exchange gains were $1.5 millmr2011, compared to $0.9 million for 2010.
Our foreign currency exchange losses and gainstautially all of which are unrealized, are duanaily to the relevant period-end
revaluation of Norwegian Kroner-denominated monegasets and liabilities for financial reportingpoases. Gains reflect a stronger

U.S. Dollar against the Norwegian Kroner on thesdstrevaluation or settlement compared to theiraggfect at the beginning of the period.
Losses reflect a weaker U.S. Dollar against thendgian Kroner on the date of revaluation or setfettompared to the rate in effect at the
beginning of the period. For 2011, foreign curreegghange losses and gains include a realizedo§&p.9 million (2010 — $0.2 million) and
an unrealized (loss) gain of ($1.6) million (201840 million) on the cross currency swap relatmghe Norwegian bond.

Other IncomeOther income was $3.7 million for 2011, compare8@® million for 2010, which was primarily compet$ of leasing income
from our volatile organic compound equipment. Témsing income is decreasing as the contracts pegsletion.

Income Tax Recovery (Expensdncome tax (expense) recovery was ($6.7) million2@11, compared to $9.7 million for 2010. The imeotax
expense in 2011 was primarily due to current inctames from the FPSO fleet. The income tax recoire010 was primarily due to
unrealized foreign exchange translation losses @d®ein 2011 we took a full valuation allowance aghihe deferred tax asset relating to
Norwegian tax losses carried forward which resduiltedo income tax recovery in 201

Net (Loss) Income from Discontinued Operatidn 2011, we sold th8cotia Spirit In 2012, we sold thElamane Spirit Torben Spiritand
Luzon Spiril. We also agreed to sell theyte Spirit, and such vessel is classified as held for saleaember 31, 2012. These operations priol
to December 31, 2012 were reported within the cotieal tanker segment. Net (loss) income fromalisioued operations was ($23.8)
million for 2011 and $16.6 million for 2010. Netsfrom discontinued operations increased for Zdh 2010, primarily due to:

. a $54.1 million in the write down of five vessais3011; anc
. an decrease of $1.6 million in net revenues dukedsale of thiScotia Spirif;

partially offset by

. an increase of $5.7 million in net revenues duantincrease in net bunker profits. Bunker profitcyéased due to an increase in
bunker index prices compared to 2010, decreas¢hire days and lower bunker consumption due to ighe days;

. a decrease of $4.3 million in depreciation and dixetion primarily due the sale of tiSeotia Spiritand the completion of dry-
docking amortization on vessels expected to be soid

. an increase of $3.8 million in net revenues dug decrease in the number of off-hire days fromdaleel dry dockings in 2011
compared to 201(

Liquidity and Capital Resources
Liquidity and Cash Need

Our business model is to employ our vessels omlfiate contracts with major oil companies, typigalith original terms between three to ten
years. The operating cash flow our vessels geneeatle quarter, excluding a reserve for maintenaap#al expenditures, is generally paid

to our unitholders within approximately 45 daysathe end of each quarter. Our primary short-tégmdity needs are to pay these quarterly
distributions on our outstanding units, paymenbpérating expenses, dry docking expenditures, skabice costs and to fund general working
capital requirements. We anticipate that our prinsanurces of funds for our short-term liquidity deewill be cash flows from operations. We
believe that our existing cash and cash equivakemdsundrawn long-term borrowings, in addition tather sources of cash including cash
from operations, will be sufficient to meet ourstiig liquidity needs for at least the next 12 nhsnt

Our long-term liquidity needs primarily relate top@nsion and maintenance capital expenditures abtdrdpayment. Expansion capital
expenditures primarily represent the purchase pstcoction of vessels to the extent the expenditimerease the operating capacity or revenu
generated by our fleet, while maintenance capipéaditures primarily consist of dry docking expiémas and expenditures to replace vessel
in order to maintain the operating capacity or reseegenerated by our fleet. Our primary sourcdarads for our long-term liquidity needs are
from cash from operations, long-term bank borrowiagd other debt or equity financings, or a conmtinahereof. Consequently, our ability
to continue to expand the size of our fleet is dejpat upon our ability to obtain long-term bankrberings and other debt, as well as raising
equity.
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Our revolving credit facilities and term loans described in Item 18 — Financial Statements: Notd 8ng-Term Debt. They contain
covenants and other restrictions typical of datdriicing secured by vessels that restrict the shifirg subsidiaries from incurring or
guaranteeing indebtedness; changing ownershipuartste, including mergers, consolidations, liqtiiolas and dissolutions; making dividends
or distributions if we are in default; making capiéxpenditures in excess of specified levels; mgkiertain negative pledges and granting
certain liens; selling, transferring, assigningonveying assets; making certain loans and invegBner entering into a new line of business.
Certain of our revolving credit facilities and tetaans include financial covenants. Should we neétnthese financial covenants, the lender
may accelerate the repayment of the revolving tfedilities and term loans, thus having an impactbur shorterm liquidity requirements. /
at December 31, 2012, we and our affiliates wermmpliance with all covenants relating to the tewag credit facilities and term loans.

As at December 31, 2012, our total cash and casivagnts were $206.3 million, compared to $179ilion at December 31, 2011. Our total
liquidity, including cash, cash equivalents andrameh longterm borrowings, was $419.8 million as at Decen@ier2012, compared to $20:
million as at December 31, 2011. The increaseguidiity of $217.5 million is primarily the resulf the issuance of NOK 600 million ($101.4
million) senior unsecured bonds in January 2012 ditawdown of a $130 million debt facility secutgdthePiranema SpiritFPSO unit in
February 2012, the $45.9 million private placem&rtommon units in July 2012 and the $219.5 millpublic offering of common units in
September 2012, partially offset by a reductiothinamount available for drawdown of our revolvargdit facilities and the BG shuttle tanker
installments of $78.1 million.

In February 2013, we made a partial prepaymenil60% million to Teekay Corporation in connectioithithe acquisition of th&’oyageur
Spirit FPSO unit. Teekay Corporation will pay us intest rate of LIBOR plus a margin of 4.25% on thepaiid funds. Teekay Corporation
is obligated to repay us the full amount of pregdaittls, plus accrued interest, if the acquisitioeginot close before April 30, 2013.

As at December 31, 2012, we had a working capéftid of $67.7 million, compared to a working cegpideficit of $80.5 million at

December 31, 2011. As at December 31, 2012, thkimgcapital deficit included $128.8 million relagj to revolving credit facilities and
$38.0 million relating to NOK 600 million senior secured bonds. The current portion of long-ternt delsreased mainly due to a reduction in
the maximum allowable amount outstanding underewolving credit facilities in 2012 due to schedlteductions. We expect to manage our
working capital deficit primarily with net operagjircash flow generated in 2013, with proceeds floenNOK 1,300 million senior unsecured
bonds issued in January, 2013, of which NOK 388Ibam of the existing NOK 600 million bonds thatature in 2013 were repurchased and
with new and existing undrawn revolving credit faigs and term loans.

The passage of any climate control legislationtbeoregulatory initiatives that restrict emissiaiggreenhouse gases could have a significan
financial and operational impact on our businedsckwwe cannot predict with certainty at this tirBeich regulatory measures could increase
our costs related to operating and maintainingvegsels and require us to install new emissionrotstacquire allowances or pay taxes rel:

to our greenhouse gas emissions, or administemamage a greenhouse gas emissions program. Iioagldicreased regulation of greenho
gases may, in the long term, lead to reduced derwaradl and reduced demand for our services.

Cash Flows.The following table summarizes our sources and aeash for the periods presented:

Year Ended December 31

(in thousands of U.S. dollar 2012 2011 2010

Net cash flow from operating activiti 267,49: 254,16: 286,58
Net cash flow (used for) from financing activiti (206,00 35,31¢ (211,600
Net cash flow used for investing activiti (35,087 (276,029 (17,909

Operating Cash FlowsNet cash flow from operating activities increase®267.5 million for 2012, from $254.1 million i®21, due primaril
to a decrease in time-charter hire expenses oB$t8lion, an increase in the current tax recovair$8.7 million, a decrease in dry docking
expenditures of $7.3 million, a decrease in restimirny costs of $2.8 million, and an increase ihregenues of $2.7 million, partially offset by
an increase in net interest expense of $9.9 mjlkomet decrease in changes to non-cash workiritataems of $6.2 million, an increase in
general and administrative expenses of $2.4 mjléodecrease in other income of $2.0 million anéharease in realized losses on non-
designated derivative instruments of $1.9 millibetails of the changes for the majority of theseni are described in the Results of
Operations — Year Ended December 31, 2012 versasEeded December 31, 2011. In summary, we beddfiten a full year of the
Piranema SpiriFPSO unit, partially offset by vessel sales ande¢hminations of time-charter-out contracts withiir shuttle and conventional
fleets.

The $7.3 million decrease in dry docking costs2@t2 compared to 2011 is primarily due to a deer@ashe number of vessel dry dockings
for 2012 compared to 2011.

The $6.2 million net decrease in the change in wgrkapital for 2012 compared to 2011 is primadie to:
. a $32.2 million decrease due to the timing of setdnts with related partie

partially offset by

. a $12.2 million increase from the changes in tHarz of prepaid expenses year over year due ighaihlevel of bunker inventol
held at December 31, 2011 compared to 2012 and;:

. a $8.8 million increase from the changes in thathes of payables and accruals year over yeawocdhuigher advances received
from our customers in 2010 compared to 2011 an@ 28&id



a $5.0 million increase from the changes in thame of accounts receivable year over year duete timely receipts from
customers in the FSO fleet in 2010 compared to 20112012, partially offset by higher revenues ediin our FPSO fleet in 201
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Net cash flow from operating activities decreasefiz54.2 million for 2011 from $286.6 million in 20, due primarily to a net decrease
changes to non-cash working capital items of $4&IBon and an increase in operating expenses 6f&tillion, partially offset by increased
net revenues of $47.7 million.

The $45.8 million decrease in the change in worldagital from $34.5 million in 2010 to ($11.3) noh for 2011 is primarily due to a $32.2
million decrease in the balance of payables antlatsat December 31, 2011 relative to Decembe2@10 compared to an increase in the
balance of payables and accruals in the prior yeamly as a result of tHeio das Ostrasupgrade initiated in late 2010 and completed in-mid
2011 and higher advances received from our cus®me2010; a $27.0 million increase in the balaoicaccounts receivable at December 31,
2011 relative to December 31, 2010 compared taceedse in the balance of accounts receivable ipribe year, mainly as a result of more
timely receipts from customers in the shuttle aR&®© fleet in 2010; and $11.8 million relating t@obes in the balance of prepaid expenses
mainly as a result of the level of bunker inventbejd at year-end; partially offset by $25.3 mitlielating to the timing of intercompany
settlements with related parties.

All other changes to cash flows from operating\diitis are described above in the Results of Ojmarsit

Financing Cash Flows.

In order to partially finance new acquisitions, periodically issue common units to the public amihstitutional investors. We raised net
proceeds (including our general partner’'s 2% pripoate capital contribution) of $257.2 million 2012, $419.9 million in 2011 and $401.5
million in 2010. We paid finance shipyard instalimefor the four Suezmax newbuilding shuttle taskar2012 and 2011. We repaid a portion
of our outstanding debt under certain of our rewvm\credit facilities in 2012 and 2010. We purcltafeePiranema Spirit-PSO unit and
acquired the remaining 49% interest in Teekay Q@ffsfOperating L.P. in 2011. We purchasedrhkeon SpiritFSO unit and repaid the
remaining $60.0 million of the Teekay Corporati@ndor financing related to the purchase ofRb&ojarl VargFPSO unit in 2011.

We use our revolving credit facilities to finanapital expenditures and for general partnershipgaes. Occasionally we will do this until
longer-term financing is obtained, at which time tygically use all or a portion of the proceedgarrthe longer-term financings to prepay
outstanding amounts under the revolving creditifas. Our proceeds (outflow) from the issuancéoofy-term debt, net of debt issuance cost:
and prepayments of long-term debt were ($131.4)aniln 2012, $331.3 million in 2011, and ($215m8ijlion in 2010. Net proceeds from the
issuance of long-term debt declined in 2012 and2iXla result of less cash required for capitagéedjiures. In 2011, we issued lotegm deb

to finance a portion of the acquisition of thalcon Spirit, Rio Das Ostras, Amundsen Sgint theNansen Spirifrom Teekay Corporation.

We actively manage the maturity profile of our ¢aeling financing arrangements. Our scheduled repays of longerm debt were relative
stable at $146.2 million in 2012, $110.7 million2@11, and $132.7 million in 2010.

Cash distributions paid by our subsidiaries to nontrolling interests totaled $8.8 million in 20837.0 million in 2011 and $77.2 million in
2010. Cash distributions paid by us to our uniteadcand our general partner totaled $160.9 millio2012, $129.3 million in 2011 and $85.1
million in 2010. The decrease in distribution tarmntrolling interests and increase in distributibmsur unitholders were mainly attributec
our acquisition from Teekay Corporation of the rerimay 49% interest in OPCO in early March 2011. &duent to December 31, 2012, cash
distributions relating to the fourth quarter of 20&ere declared and paid on February 14, 2013aatbt $44.2 million.

Investing Cash Flows. During 2012, net cash flow used in investing atifgi was $35.1 million, primarily relating to exmttures for vessels
and equipment, including additional installment payts of $78.1 million on the four newbuilding BRuttle tankers and $9.3 million on
various other vessel additions, partially offsetf3p.2 million in proceeds from the sale of fivessels and scheduled lease payments of $17.’
million received from the leasing of certain of malatile organic compound emissions equipmentdirett financing lease assets.

During 2011, net cash flow used in investing atiggi was $276.0 million, primarily relating to tharchase of th@iranema Spirit,
expenditures on vessels and equipment relatingetdéour Suezmax newbuilding shuttle tankers,Rbary Spiritnewbuilding and upgrades on
theRio das Ostras partially offset by scheduled lease payments26f $ million received from the leasing of our vd&abrganic compound
emissions equipment and direct financing leasetsssel the proceeds of $13.4 million received enstile of vessels and equipment relatir
the Scotia Spiritand theKarratha Spirit.

During 2010, net cash flow used in investing atiggi was $17.9 million, primarily relating to explture on vessels and equipment relating to
the advances on tiReary Spiritnewbuilding, partially offset by scheduled leasgrpants of $22.7 million received from the leasirigoor
volatile organic compound emissions equipment arettfinancing lease assets.

Contractual Obligations and Contingencies
The following table summarizes our long-term coctinal obligations as at December 31, 2012;

2014 2016
and and
Total 2013 2015 2017 Beyond 201’

(in millions of U.S. Dollars
U.S. Dollar-Denominated Obligations
Long-term debt® 1,554.( 210.« 838.: 265. 239.¢
Chartere-in vessels (operating least 79.¢ 46.2 33.7 — —
Newbuilding installment®) 323.: 323. — — —



Purchase of Voyageur Spirit FPSO L 540.( 540.( — — —

Purchase of HiLoad DP ur® 55.C 55.C — — —
Norwegian Kroner-Denominated Obligations

Long-term debt® 215.¢ 38.( — 177.¢ —
Total contractual obligations 2,767.6 1,212.¢ 872.( 443.] 239.¢
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(1) Excludes expected interest payments of $18liiomi2013), $18.8 million (2014 and 2015), $9.8lion (2016 and 2017) and
$3.2 million (beyond 2017). Expected interest pagtaare based on LIBOR, plus margins which ranggdden 0.30% and 3.25% as at
December 31, 2012. The expected interest paymemntstdreflect the effect or related interest ratayss that we have used as an
economic hedge of certain of our variable rate .c

(2) Excludes capitalized interest and miscellanemnstruction costs. Please read Item 18 — Finb8ta@ements: Note 15(c)Gommitment:
and Contingencie:

(3) The purchase is subject to obtaining finan@ngd the commencement of operations under a lomg-tbarter with E.ON. We expect to
finance the acquisition through the assumption éa $330 million debt facility secured by the asagortion of the proceeds from our
public offering completed in September 2012 and@illion equity private placement of common undsleekay Corporation. Please
read Item 1& Financial Statements: Note 15— Commitments and Contingencit

(4) Includes maodification costs. The purchase et to finalizing a ten-year time-charter contraith Petrobras. Please read Item 18 —
Financial Statements: Note 15- Commitments and Contingencit

(5) Excludes expected interest payments of $15lmi2013), $25.8 million (2014 and 2015), and Billion (2016 and 2017). Expected
interest payments are based on NIBOR, plus margish ranged between 4.75% and 5.75% as at Decedib@012. The expected
interest payments do not reflect the effect orteelanterest rate swaps and cross currency swapsvthhave used as an economic hedge
of certain of our variable rate debt. The tablel@des the NOK bonds issued and repurchased subseiqueecember 31, 201

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements thatdraae reasonably likely to have, a current ouritmaterial effect on our financial
condition, changes in financial condition, revenaesxpenses, results of operations, liquidity jtedyexpenditures or capital resources.

Critical Accounting Estimates

We prepare our consolidated financial statemenée@ordance with GAAP, which require us to makeredes in the application of our
accounting policies based on our best assumptjiedgments and opinions. Management of our genendher reviews our accounting polici
assumptions, estimates and judgments on a regasis to ensure that our consolidated financiaéstants are presented fairly and in
accordance with GAAP. However, because future evand their effects cannot be determined with oeytaactual results will differ from our
assumptions and estimates, and such differencéd beunaterial. Accounting estimates and assumgtiliscussed in this section are those
we consider to be the most critical to an undeditanof our financial statements because they eitgr involve significant judgments and
uncertainties. For a further description of ourenial accounting policies. Please read Item 18naigial Statements: Note 1 — Summary of
Significant Accounting Policies.

Revenue Recoghnitio

Description.We generate a majority of our revenues from voyagegicing contracts of affreightment, time chatdrareboat charters, and
FPSO service contracts and, to a lesser exterttysgages. Within the shipping industry, the twotihogls used to account for revenues and
expenses are the percentage of completion andthpleted voyage methods. Most shipping compamesyding us, use the percentage of
completion method. For each method, voyages maaloeilated on either a load-to-load or dischargdisaharge basis. In other words,
revenues are recognized ratably either from thénbéty of when product is loaded for one voyagevben it is loaded for another voyage, or
from when product is discharged (unloaded) at titea#f one voyage to when it is discharged aftemtine voyage. We recognize revenues
from time charters and bareboat charters daily theterm of the charter as the applicable vegsedates under the charter. Revenues from
FPSO service contracts are recognized as servpgrfisrmed. In all cases we do not recognize resgmuring days that a vessel is off hire.

Judgments and Uncertaintieln applying the percentage of completion methodbekeve that in most cases the discharge-to-digehaasis

of calculating voyages more accurately reflectsaggyresults than the load-to-load basis. At the incargo discharge, we generally have
information about the next load port and expecisdirge port, whereas at the time of loading veenarmally less certain what the next load
port will be. We use this method of revenue rectigmifor all spot voyages. In the case of our dbdtnkers servicing contracts of
affreightment, a voyage commences with tenderingotite of readiness at a field, within the agrkftidg range, and ends with tendering of
notice of readiness at a field for the next liftihg all cases we do not begin recognizing reveébuany of our vessels until a charter has been
agreed to by the customer and us, even if the Whasalischarged its cargo and is sailing to thieigated load port on its next voyage.

Effect if Actual Results Differ from Assumpticlf actual results are not consistent with our eatas in applying the percentage of completion
method, our revenues could be overstated or uradedstor any given period by the amount of sucfedéhce.

Vessel Lives and Impairment

Description.The carrying value of each of our vessels represenoriginal cost at the time of delivery or plase less depreciation and
impairment charges. We depreciate the original, dess an estimated residual value, of our vessess straight-line basis over each vessel’s
estimated useful life. The carrying values of oessels may not represent their market value apamy in time because the market prices of
secondhand vessels tend to fluctuate with changes inteheates and the cost of newbuildings. Both chagies and newbuilding costs ten
be cyclical in nature.
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We review vessels and equipment for impairment wlienevents or circumstances indicate the carnyéthge of an asset, including the
carrying value of the charter contract, if any, @nehich the vessel is employed, may not be re@iler This occurs when the asset’s carryinc
value is greater than the future undiscounted tiasls the asset is expected to generate overritgiréng useful life. For a vessel under
charter, the discounted cash flows from that vessgl exceed its market value, as market valuesassyme the vessel is not employed on ar
existing charter. If the estimated future undisdedrcash flows of an asset exceeds the assattying value, no impairment is recognized ¢
though the fair value of the asset may be lowen ttsacarrying value. If the estimated future undismted cash flows of an asset is less than
asset’s carrying value and the fair value of tteetis less than its carrying value, the assetitsew down to its fair value. Fair value is
calculated as the net present value of estimatedefeash flows, which, in certain circumstance8i,approximate the estimated market value
of the vessel.

Our business model is to employ our vessels omlfrate contracts with major oil companies. Thesgremts generally have original terms
between three to ten years in length. Consequenmtiife the market value of a vessel may declinewets carrying value, the carrying value
a vessel may still be recoverable based on thedfuindiscounted cash flows the vessel is expeotedtain from servicing its existing and
future contracts.

The following table presents by segment the aggeagarket values and carrying values of certaiousfvessels that we have determined hav
a market value that is less than their carryingi@as of December 31, 2012. Specifically, the foihg table reflects all such vessels, except
those operating on contracts where the remainimg i® significant and the estimated future undisted cash flows relating to such contracts
is sufficiently greater than the carrying valudlté vessels such that we consider it unlikely goaiinment would be recognized in the follow
year. Consequently, the vessels included in tHevithg table generally include those vessels emgdayn singl-voyage, or spot charters, as
well as those vessels near the end of existingetsaor other operational contracts. While the reavialues of these vessels are below their
carrying values, no impairment has been recogroreany of these vessels as the estimated futuisamated cash flows relating to such
vessels are greater than their carrying values.

We would consider the vessels reflected in the¥alhg table to be at a higher risk of future impaént. The table is disaggregated for vessels
which have estimated future undiscounted cash flnasare marginally or significantly greater thihair respective carrying values. Vessels
with estimated future cash flows significantly gerahan their respective carrying values wouldmextessarily represent vessels that would
likely be impaired in the next 12 months. The ratdtign of an impairment in the future for those s&ls may primarily depend upon our
deciding to dispose of the vessel instead of caimmto operate it. In deciding whether to dispoka vessel, we determine whether it is
economically preferable to sell the vessel or cardito operate it. This assessment includes amastiof the net proceeds expected to be
received if the vessel is sold in its existing dtind compared to the present value of the vessstignated future revenue, net of operating
costs. Such estimates are based on the terms ekifteng charter, charter market outlook and estéd operating costs, given a vessel’s type,
condition and age. In addition, we typically do dipose of a vessel that is servicing an existirgjomer contract. The recognition of an
impairment in the future may be more likely for sels that have estimated future undiscounted dashoinly marginally greater than their
respective carrying value.

Carrying Values

(in thousands of U.S. dollars, except number ofels3 Market Values (1)
Reportable Segme Number of Vessel $ $
Shuttle Tanker Segment - marginally greate 5@ 102,80( 185,51
Shuttle Tanker Segme- significantly greate 2@ 40,00( 57,72
FSO Segmer- marginally greate 1 7,00(C 19,62¢
FSO Segmer- significantly greate 3 20,00( 30,39
Conventional Tanker Segment - marginally

greatel 2 14,00( 33,66(

(1) Market values are determined using referensetond-hand market comparable values or usingreciated replacement cost approach
Since vessel values can be volatile, our estinatasarket value may not be indicative of either ¢oerent or future prices we could
obtain if we sold any of the vessels. In addititne, determination of estimated market values forsbwittle tankers and FSO units may
involve considerable judgment, given the illiquyditf the secon-hand markets for these types of vess

The estimated market values for the FSO unitsertdble above were based on secbaded market comparable values for similar ves
Given the advanced age of these vessels, the éstimerket values substantially reflect the pritcsteel and amount of steel in the
vessel. The estimated market values for the shiattleers were based on second-hand market comparalbles for conventional tankers
of similar age and size, adjusted for shuttle taskecific functionality.

(2) Includes four vessels in the shuttle tankensag which are less than 15 years old. We expecttliese vessels will generate sufficient
cash flow over their remaining useful lives to eeat¢he respective carrying values of such ves

Judgments and Uncertainti. Depreciation is calculated using an estimateduliée of 20 to 25 years for conventional and ®lautankers an
20 to 25 years for FPSO units, commencing at the tti@ vessel was originally delivered from thepghrd. FSO units are depreciated over the
term of the contract. However, the actual life efeasel may be different than the estimated usiggulith a shorter actual useful life resulting
in an increase in the quarterly depreciation artdmi@lly resulting in an impairment loss. The estted useful life of our vessels takes into
account design life, commercial considerations ragailatory restrictions. Our estimates of futurshciows involve assumptions about future
charter rates, vessel utilization, operating expendry-docking expenditures, vessel residual adunel the remaining estimated life of our
vessels. Our estimated charter rates are basetemunder existing vessel contracts and market egtwhich we expect we car-charter ou



vessels. Our estimates of vessel utilization, idiclg estimated off-hire time and the estimated amoiitime our shuttle tankers may spend
operating in the spot tanker market when not bes®y in their capacity as shuttle tankers, aredoaséistorical experience and our
projections of the number of future shuttle tank@yages. Our estimates of operating expenses gndoaking expenditures are based on
historical operating and drydocking costs and ogpeetations of future inflation and operating regaients. Vessel residual values are a
product of a vessel’s lightweight tonnage and dimesed scrap rate. The remaining estimated liferiovessels used in our estimates of
future cash flows are consistent with those usdbercalculation of depreciation. Effective Janubr2012, we reduced the estimated usefL
of six older shuttle tankers from 25 years to 28rgeAs a result of the change in useful life, n@éased the estimate of the residual value of
these vessels to reflect the more recent averagp pdces.
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Certain assumptions relating to our estimates tiréucash flows are more predictable by their ratuour experience, including estimated
revenue under existing contract terms,gmng operating costs and remaining vessel lifetalle assumptions relating to our estimates ofrk
cash flows require more discretion and are inhgréegs predictable, such as future charter raggehd the firm period of existing contracts
and vessel residual values, due to factors sutheasolatility in vessel charter rates and vesséiles. We believe that the assumptions used t
estimate future cash flows of our vessels are redde at the time they are made. We can make noaas®s, however, as to whether our
estimates of future cash flows, particularly futuessel charter rates or vessel values, will barate.

Effect if Actual Results Differ from Assumptic. If we conclude that a vessel or equipment is inggia we recognize a loss in an amount equa
to the excess of the carrying value of the asset its fair value at the date of impairment. Théten-down amount becomes the new lower
cost basis and will result in a lower annual dejatean expense than for periods before the vesgghirment.

Dry docking

Description.We dry dock each of our shuttle tankers and conmeal oil tankers periodically for inspection, régeand maintenance and for
any modifications to comply with industry certiftcan or governmental requirements. We may dry de8IO units if we desire to qualify them
for shipping classification. We capitalize a substd portion of the costs we incur during dry dimgkand amortize those costs on a straight-
line basis over the estimated useful life of thedisck. We immediately expense costs for routimairs and maintenance performed during
docking that do not improve or extend the usefiddiof the assets.

Judgments and UncertaintieAmortization of capitalized dry-dock expenditureguires us to estimate the period of the next dokithg or
estimated useful life of dry-dock expenditures. \&kie typically dry dock each shuttle tanker andwamtional oil tanker every two and a half
to five years, we may dry dock the vessels at @ieedate.

Effect if Actual Results Differ from AssumpticA change in our estimate of the useful life of g dock will have a direct effect on our annual
amortization of dry-docking expenditures.

Goodwill and Intangible Assets

Description.We allocate the cost of acquired companies todéetifiable tangible and intangible assets andliieds acquired, with the
remaining amount being classified as goodwill. @ierintangible assets, such as time-charter casirare being amortized over time. Our
future operating performance will be affected by #imortization of intangible assets and potentigairment charges related to goodwill or
intangible assets. Accordingly, the allocationtad purchase price to intangible assets and goorthayl significantly affect our future operati
results. Goodwill and indefinite-lived assets apé amortized, but reviewed for impairment annuatlymore frequently if impairment
indicators arise. The process of evaluating them@l impairment of goodwill and intangible asssthighly subjective and requires signific
judgment at many points during the analy

Judgments and Uncertainti. The allocation of the purchase price of acquirethganies to intangible assets and goodwill requires
management to make significant estimates and agsmapincluding estimates of future cash flowsentpd to be generated by the acquired
assets and the appropriate discount rate to va@setcash flows. In addition, the process of etialgdhe potential impairment of goodwill and
intangible assets is highly subjective and requsigsificant judgment at many points during thelgsia. The fair value of our reporting units
was estimated based on discounted expected fuagteflows using a weighted-average cost of cagital The estimates and assumptions
regarding expected cash flows and the appropriat®dnt rates require considerable judgment antb@sed upon existing contracts, historical
experience, financial forecasts and industry treardsconditions.

As of December 31, 2012, the shuttle segment hadwjill attributable to it. As of the date of thiirfig, we do not believe that there is a
reasonable possibility that the goodwill attribuéato this reporting unit might be impaired withihre next year. However, certain factors that
impact this assessment are inherently difficufotecast and as such we cannot provide any as®&sganat an impairment will or will not occ
in the future. An assessment for impairment invelaenumber of assumptions and estimates that aeellmmn factors that are beyond our
control. These are discussed in more detail irséution entitled “Forward-Looking Statements.”

Amortization expense of intangible assets for 284@ 2011 was $6.0 million and $7.1 million, respety. If actual results are not consistent
with our estimates used to value our intangible@ssve may be exposed to an impairment charga aledrease in the annual amortization
expense of our intangible assets. As at Decemhe2®P and 2011, the net book value of intangibkets was $15.5 million and $21.6 milli
respectively.

Valuation of Derivative Instruments

Description.Our risk management policies permit the use ofvddirie financial instruments to manage interest eatd foreign exchange risk.
Changes in fair value of derivative financial instrents that are not designated as cash flow hédgascounting purposes are recognized in
earnings.

Judgments and UncertaintieA substantial majority of the fair value of our detive instruments and the change in fair valuewfderivative
instruments from period to period result from ose wf interest rate swap agreements. The fair \&loer derivative instruments is the
estimated amount that we would receive or payruiteate the agreements in an arm’s length trarmactnder normal business conditions at
the reporting date, taking into account currergri@st rates, foreign exchange rates and the curedit worthiness of ourselves and the swap
counterparties. The estimated amount is the presdume of estimated future cash flows, being etpdhe difference between the benchrr



interest rate and the fixed rate in the interetgt savap agreement, multiplied by the notional ppakamount of the interest rate swap
agreement at each interest reset date.

The fair value of our interest rate swap agreemaitise end of each period is most significantlpatted by the interest rate implied by the
benchmark interest rate yield curve, includingéisitive steepness. Interest rates have experiesigeificant volatility in recent years in both
the short and long term. While the fair value of mterest rate swap agreements is typically mensisive to changes in short-term rates,
significant changes in the long-term benchmarkrégerate also materially impact our interest satap agreements.
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The fair value of our interest rate swap agreemisratso impacted by changes in our specific cresltincluded in the discount factor. We
discount our interest rate swap agreements witgreate to the credit default swap spreads of silpitated global industrial companies and
considering any underlying collateral. The proagfsdetermining credit worthiness requires significaidgment in determining which source
of credit risk information most closely matches dsk profile.

The benchmark interest rate yield curve and oucifiperedit risk are expected to vary over the Iif the interest rate swap agreements. The
larger the notional amount of the interest ratepsagreements outstanding and the longer the rengathiration of the interest rate swap
agreements, the larger the impact of any varighiiithese factors will be on the fair value of uterest rate swaps. We economically hedge
the interest rate exposure on a significant amotintir long-term debt and for long durations. Astsuwe have historically experienced, and
we expect to continue to experience, material tiana in the period-to-period fair value of our idative instruments.

Effect if Actual Results Differ from AssumpticAlthough we measure the fair value of our derivaiivstruments utilizing the inputs and
assumptions described above, if we were to termitieg agreements at the reporting date, the amarimtould pay or receive to terminate the
derivative instruments may differ from our estimatdair value. If the estimated fair value diffdrem the actual termination amount, an
adjustment to the carrying amount of the applicaelévative asset or liability would be recognizeearnings for the current period. Such
adjustments could be material. See Item 18 — FinhBtatements: Note 13 — Derivative Instrumentdlie effects on the change in fair value
of our derivative instruments on our consolidatiedesnents of income (loss).

Taxes
Description. We record a valuation allowance to reduce ouemetl tax assets to the amount that is more litkeely not to be realized.

Judgments and Uncertainti. The future realization of deferred tax assetseddp on the existence of sufficient taxable incoifbe
appropriate character in either the carryback awéaward period. This analysis requires, amoneothings, the use of estimates and
projections in determining future reversals of temgpy differences, forecasts of future profitalitind evaluating potential tax-planning
strategies.

Effect if Actual Results Differ from Assumpticlf we determined that we were able to realize adeétrred tax asset in the future, in excess o
the net recorded amount, an adjustment to the rdeféax assets would typically increase our neatrime (or decrease our loss) in the period
such determination was made. Likewise, if we deteeohthat we were not able to realize all or a padur deferred tax asset in the future, an
adjustment to the deferred tax assets would tylgidalcrease our net income (or increase our los#)d period such determination was made.
As at December 31, 2012, we had a valuation alloearf $135.1 million (2011 — $116.7 million).

Iltem 6.  Directors, Senior Management and Employee
A. Directors and Senior Management
Management of Teekay Offshore Partners L.P.

Teekay Offshore GP L.L.C., our general partner, agas our operations and activities. Unitholdersegaly are not entitled to elect the
directors of our general partner or directly oriiadtly participate in our management or operation.

Our general partner owes a fiduciary duty to outhabders. Our general partner is liable, as gdrpaener, for all of our debts (to the extent
not paid from our assets), except for indebtednessgher obligations that are expressly non-reetwst. Whenever possible, our general
partner intends to cause us to incur indebtednesther obligations that are non-recourse to it.

The directors of our general partner oversee oaraijpns. The day-to-day affairs of our businegssnaanaged by the officers of our general
partner and key employees of certain of our coletrcffiliates. Employees of certain subsidiarie3 @eekay Corporation provide assistance to
us pursuant to services agreements. Please se@&-fdajor Unitholders and Related Party transaation

The Chief Executive Officer and Chief Financial iof of our general partner, Peter Evensen, akischis time between managing our
business and affairs and the business and affiiireekay Corporation and its subsidiaries, inclgdiieekay LNG Partners L.P. (NYSE: TGP)
(or Teekay LNQ and Teekay Tankers Ltd. (NYSE: TNK) (beekay Tankers Mr. Evensen is also the Chief Executive Offiaad Chief
Financial Officer of Teekay LNG’s general partneegkay GP L.L.C. The amount of time Mr. Evenseaates among our business and the
businesses of Teekay Corporation and Teekay LN@&w#&om time to time depending on various circianses and needs of the businesses,
such as the relative levels of strategic activitiethe businesses. We believe Mr. Evensen dewoiffisient time to our business and affairs as
is necessary for their proper conduct.

Officers of our general partner and those individyeioviding services to us or our subsidiaries ffi@@g a conflict regarding the allocation of
their time between our business and the other bssiimterests of Teekay Corporation or its oth@iedaés. Our general partner intends to seek
to cause its officers to devote as much time tartheagement of our business and affairs as is sagefr the proper conduct of our business
and affairs.

Directors and Executive Officers of Teekay Offshoré&sP L.L.C.

The following table provides information about ttieectors and executive officers of our generatrar Teekay Offshore GP L.L.C. Directors
are elected for or-year terms. The business address of each of cotdis and executive officers listed below is dloHoor, Belveder:



Building, 69 Pitts Bay Road, Hamilton, HM 08, Berdau Ages of the directors are as of March 1, 2013.
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Name Age Position

C. Sean Da 63 Chairmar®

Peter Evensen President, Chief Executive Officer, Chief Finandficer
54 and Directol

Kenneth Hvid 44 Director

David L. Lemmor 70 Director® @)

Carl Mikael L.L. von Mentze 68 Director® @)

John J. Peacoc 69 Director® )

Michael Balask 56 Vice Presiden

(1) Member of Corporate Governance Commit
(2) Member of Audit Committee and Conflicts Committ

Certain biographical information about each of ehieslividuals is set forth below.

C. Sean Dayhas served as Chairman of Teekay Offshore GP L4dir€e it was formed in August 2006. Mr. Day haoaerved as Chairman
of the Board of Teekay Corporation since SepteriB88. He also serves as Chairman of Teekay GP Ldn@ Teekay Tankers Ltd. From
1989 to 1999, he was President and Chief Exec@ifieer of Navios Corporation, a large bulk shippicompany based in Stamford,
Connecticut. Prior to that, Mr. Day held a numbisenior management positions in the shipping amghte industry. He is currently serving
as a Director of Kirby Corporation and ChairmarCafmpass Diversified Holdings. Mr. Day is engaged asnsultant to Kattegat Limited, the
parent company of Teekay Corporation’s largestedi@der, to oversee its investments, including ithéthe Teekay Corporation group of
companies.

Peter Evenserhas served as Chief Executive Officer, Chief Fimarnofficer and a Director of Teekay Offshore GR..IC. since August 2006.
On April 1, 2011, Mr. Evensen became President@meéf Executive Officer of Teekay Corporation atgbabecame a Director of Teekay
Corporation. He also serves as Chief Executivec®ffiChief Financial Officer and a Director of TagkGP L.L.C. and as a Director of Teekay
Tankers Ltd. He was appointed Executive Vice Pmdidnd Chief Strategy Officer of Teekay Corpomaiio2006. Mr. Evensen has over 25
years of experience in banking and shipping finaRc®r to joining Teekay Corporation, Mr. Evensess Managing Director and Head
Global Shipping at J.P. Morgan Securities Inc., wodked in other senior positions for its predeoe$isms. His international industry
experience includes positions in New York, Londad &slo.

Kenneth Hvid has served as a Director of Teekay Offshore GRQ..and Teekay GP L.L.C. and Chief Strategy Offaned Executive Vice
President of Teekay Corporation since April 201&.jéined Teekay Corporation in October 2000 and reapgonsible for leading its global
procurement activities until he was promoted in2@9Senior Vice President, Teekay Gas ServicegnBuhat time, Mr. Hvid was involved
leading Teekay Corporation through its entry araivgh in the liquefied natural gas business. He kiedd position until the beginning of 2006,
when he was appointed President of the Teekay Ne®&fmttle Tankers and Offshore division of TeekaypOration. In that role, he was
responsible for Teekay Corporation’s global shutileker business as well as initiatives in the FBB86iness and related offshore activities.
Mr. Hvid has 24 years of global shipping experiericof which were spent with A.P. Moller in Copexen, San Francisco and Hong Kong.
In 2007, Mr. Hvid joined the board of Gard P.&Bermuda) Ltd.

David L. Lemmon has served as a Director of Teekay Offshore GRQ_dince December 2006. Mr. Lemmon also currentlyeseon the
Board of Directors of Kirby Corporation, a positiba has held since April 2006, and also servesie®bard of Deltic Timber Corporation, a
position he has held since February 2007. Mr. Lemmas President and Chief Executive Officer of @@bPipeline Company from 1997
until his retirement in March 2006. Prior to joigiolonial Pipeline Company, he served as Presfeiinoco Pipeline Company for seven
years, as part of a career with Amoco Corporatiat $panned 30 years. Mr. Lemmon has served asbenef the Board of Directors of tl
American Petroleum Institute, the National CouniEconomic Education and the Battelle Energy AdisCommittee. He has served as a
member of the Northwestern University Business Ads Committee and as a guest faculty member ahiWestern University’s Kellogg
Graduate School of Management.

Carl Mikael L.L. von Mentzer has served as a Director of Teekay Offshore GPRQ..kince December 2006. Since 1998, Mr. von Meritae
served as a non-executive director of Concordiatvar AB in Gothenburg, Sweden and since 2002 desged as Deputy Chairman of its
Board of Directors. Prior to this, Mr. von Mentzarved in executive positions with various shippang offshore service companies, incluc
Gotaverken Arendal AB and Safe Partners AB in Gablbeg, Sweden and OAG Ltd. in Aberdeen, Scotlaredhbls also previously served as &
non-executive director for Northern Offshore Lid.Oslo, Norway, and GVA Consultants in Gothenb@geden.

John J. Peacockhas served as a Director of Teekay Offshore GRA..since December 2006. Mr. Peacock retired inaatpr2007 from
Fednav Limited, a Canadian ocean-going, dry-builgahining and chartering group. Joining as Fedn@wv&asurer in 1979, he became Vice-
President Finance in 1984 and joined the Boardiddiors. In 1998, Mr. Peacock was appointed Exeeice-President of Fednav and
President and Chief Operating Officer of Fednaenmational Ltd., the Group’s principal operatingpsidiary. Though retired, he continues to
serve as a Director. Mr. Peacock has over 40 yaarsunting experience, and prior to joining Fedwas a partner with Clarkson Gordon (n
Ernst & Young) in Montreal, Canada. He also seag€hair of the McGill University Health Centre roation.

Michael Balaskihas served as Vice President of Teekay Offshor&.GE. and Teekay GP L.L.C. since December 2012011, he retired .
a partner in the Tax Services Group of Pricewatesh@oopers LLP (or PwC) in Vancouver, Canada, wheneas a member of the

International Tax Group specializing in the intgiomal shipping sector. Mr. Balaski was a partfePwC Canada for over ten years. During
that time, Mr. Balaski worked closely with Teekagr@oration and its subsidiaries, spending muchofMorking time at Teekay Corporat’s



office.

B. Compensation
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Executive Compensation

Peter Evensen, the Chief Executive Officer and {Ofilgancial Officer of our general partner is anpdoyee of a subsidiary of Teekay
Corporation. His compensation (other than any asvardier the long-term incentive plan describedvsgls set and paid by the Teekay
Corporation subsidiary, and we reimburse the Te&a@yoration subsidiary for time he spends on @umgrship matters.

Michael Balaski, is the Vice President of our gah@artner. His compensation is set and paid bygeuneral partner, and we reimburse the
general partner for time he spends on our partigershtters.

During 2012, the aggregate amount for which we beireed Teekay Corporation for compensation expenfsie officers of the general
partner incurred on our behalf was $1.1 million.

Compensation of Directors

Officers of our general partner or Teekay Corporativho also serve as directors of our general pado not receive additional compensation
for their service as directors. Each of our non-eyge directors receives compensation for attendiegtings of the Board of Directors, as
well as committee meetings. Effective January 2@a2h non-employee director receives a directoof&®0,000 for the year and common
units with a value of approximately $50,000 for yfear. The Chairman receives an annual fee of $87a8d common units with a value of
approximately $87,500 for the year. Members ofadit and conflicts committees, and the chair efghvernance committees each receive a
committee fee of $5,000 for the year, and the shafithe audit committee and conflicts committezeiee a fee of $10,000 for the year for
serving in that role. In addition, each directoraenbursed for out-of-pocket expenses in connaatiith attending meetings of the Board of
Directors or committees. Each director is fullyenthified by us for actions associated with beimrector to the extent permitted under
Marshall Islands law.

During 2012, the four non-employee directors reegjun the aggregate, $282,500 in cash fees farghevices as directors, plus
reimbursement of their out-of-pocket expenses. &rdil 2012, our general partner’s Board of Directpesited to the four non-employee
directors an aggregate of 8,260 common units. IncMa013, our general partner's Board of Directpemnted to the four non-employee
directors an aggregate of 8,260 common units.

2006 Long-Term Incentive Plan

Our general partner adopted the Teekay Offshor&arL.P. 2006 Long-Term Incentive Plan for empkxyand directors of and consultants
to our general partner and employees and direofaxad consultants to its affiliates, who perforanvéces for us. The plan provides for the
award of restricted units, phantom units, unit@psi, unit appreciation rights and other unit ohelaased awards. Other than the previously
mentioned common units awarded to our general eastnon-employee directors, we did not make angrde/in 2012 under the 2006 Long-
Term Incentive Plan.

C. Board Practices

Teekay Offshore GP L.L.C., our general partner, agas our operations and activities. Unitholdersegaly are not entitled to elect the
directors of our general partner or directly orifadtly participate in our management or operation.

Our general partner’'s Board of Directors {foe Board) currently consists of six members. Directorsapointed to serve until their succes:
are appointed or until they resign or are removed.

There are no service contracts between us andfany directors providing for benefits upon terntina of their employment or service.

The Board has the following three committees: A@timmittee, Conflicts Committee, and Corporate Goaace Committee. The members
of these committees and the function of each ottdramittees are described below. Each of the coreesitis currently comprised solely of
independent members, except for the Corporate Gamee Committee, and operates under a writtenerhadbpted by the Board, other than
the Conflicts Committee. The committee charterglierAudit Committee, the Conflicts Committee ahe €Corporate Governance Committee
are available under “Partnership Governance Clsdritethe About Us page of our web site at www.aKfshore.com. During 2012, the
Board held eight meetings. Each director attendidgloard meetings, except for one meeting wheredirextor was absent. Each committee
member attended all applicable committee meetiexysept for one meeting where one director was absen

Audit Committe«. The Audit Committee of our general partner is posed of three or more directors, each of whom mmestt the
independence standards of the NYSE, the SEC andthpy applicable laws and regulations governimgpendence from time to time. This
committee is currently comprised of directors JdhReacock (Chair), David L. Lemmon and Carl Mika&l von Mentzer. All members of
the committee are financially literate and the Bidaas determined that Mr. Lemmon qualifies as atit@ommittee financial expert.
The Audit Committee assists the Board in fulfilling responsibilities for general oversight of:

. the integrity of our financial statemen

. our compliance with legal and regulatory requiretag

. the qualifications and independence of our indepehduditor; an

. the performance of our internal audit function and independent auditc
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Conflicts Committe€The Conflicts Committee of our general partnerdmposed of the same directors constituting the t\XOdimmittee, bein
David L. Lemmon (Chair), John J. Peacock, and ®ikhel L.L. von Mentzer. The members of the Confli€ommittee may not be officers or
employees of our general partner or directorsceffi or employees of its affiliates, and must misetheightened NYSE and SEC director
independence standards applicable to audit comamitembership and certain other requirements.

The Conflicts Committee:
. reviews specific matters that the Board believeg maolve conflicts of interest; ar
. determines if the resolution of the conflict ofarest is fair and reasonable to

Any matters approved by the Conflicts Committed tdl conclusively deemed to be fair and reasonahles, approved by all of our partners,
and not a breach by our general partner of angslittimnay owe us or our unitholders. The Boardisabligated to seek approval of the
Conflicts Committee on any matter, and may deteentlire resolution of any conflict of interest itself

Corporate Governance Committééhe Corporate Governance Committee of our genardher is composed of at least two directors. This
committee is currently comprised of directors Qaikael L.L. von Mentzer (Chair), David L. Lemmorghh J. Peacock, and C. Sean Day.

The Corporate Governance Committee:
. oversees the operation and effectiveness of thedBoal its corporate governan

. develops, updates and recommends to the Boardredepgovernance principles and policies applictbles and our general
partner and monitors compliance with these prirsEnd policies; ar

. oversees director compensation and the-term incentive plan described abo

D. Employees
Crewing and Staff

As of December 31, 2012, approximately 1,930 sewpsiaff served on our vessels. Certain subsidiafi@eekay Corporation employ the
crews, who serve on the vessels pursuant to agreeméh the subsidiaries. As of December 31, 2@pproximately 34 staff served on shore
in technical, commercial and administrative roleSingapore and Brazil. Teekay Corporation subs&baalso provide on-shore advisory,
operational and administrative support to our ojiegesubsidiaries pursuant to service agreemefasase see Item 7 — Major Unitholders and
Related Party transactions — Certain RelationstnygsRelated Party Transactions.

Teekay Corporation regards attracting and retainiogjivated seagoing personnel as a top prioritg, Ggffers seafarers what we believe are
highly competitive employment packages and compreilre benefits and opportunities for personal aarder development, which relates to a
philosophy of promoting internally.

Teekay Corporation has entered into a Collectiveg8iaing Agreement with the Philippine Seafarersidsh, an affiliate of the International
Transport Workers’ Federation (BFF ), and a Special Agreement with ITF London, whiokers substantially all of the officers and seamen
that operate our Bahamian-flagged vessels. Sultarall officers and seamen for the Norway-flaggesssels are covered by a collective
bargaining agreement with Norwegian unions (NonardWaritime Officers’ Association, Norwegian UniohMarine Engineers and the
Norwegian Seafare’ Union). Teekay Corporation has entered into détive Bargaining Agreement with Sindicato dosbaihadores
Offshore do Brasil (SINDITOB), which covers subdtalty all Brazilian resident offshore employeestward our FPSO unifRio das Ostras
andPiranema Spirit Teekay Corporation has entered into a Colled@iaegaining Agreement with Norwegian offshore uni@®88FE, Industn
Energi and DSO), through our membership in Norwe@hipowners Association (NSA). The agreement csgebstantially all of the offshore
employees on board our FPSOs on the Norwegian i@ortdl Shelf. We believe Teekay Corporation’s reteghips with these local labor
unions are good.

Our commitment to training is fundamental to theelepment of the highest caliber of seafarers farine operations. Teekay Corporation’s
cadet training approach is designed to balanceeasizdearning with hands-on training at sea. Tee&asporation has relationships with
training institutions in Canada, Croatia, India,;siNay, Philippines, Turkey and the United Kingdoniteh receiving formal instruction at one
these institutions, cadet training continues orréh@assels. Teekay Corporation also has a careetatament plan that was devised to ensure
continuous flow of qualified officers who are trathon its vessels and familiarized with its operai standards, systems and policies. We
believe that high-quality crewing and training pas will play an increasingly important role irstinguishing larger independent shipping
companies that have in-house or affiliate capaslifrom smaller companies that must rely on oetsitip managers and crewing agents on tt
basis of customer service and safety.

E. Unit Ownership

The following table sets forth certain informaticgarding beneficial ownership, as of Decembe2812, of our units by all directors and
officers of our general partner as a group. Therintion is not necessarily indicative of benefiolnership for any other purpose. Under
SEC rules a person beneficially owns any unitstt@aiperson has the right to acquire as of Mar@013 (60 days after December 31, 2012)
through the exercise of any unit option or othghti Unless otherwise indicated, each person Has/eting and investment power (or shares
such powers with his or her spouse) with respetigainits set forth in the following table. Infoatron for all persons listed below is based on
information delivered to u:
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Identity of Person or Group Common Units Ownec Percentage of Common Units Owne(3)

All directors and officers

¢ .
o EOD (B (PR, 228,271 0.32%

(1) Excludes units owned by Teekay Corporation,civtgontrols us and on the board of which servelitextors of our general partner, C.
Sean Day and Peter Evensen. Peter Evensen is tbieEXkcutive Officer of Teekay Corporation, thei€ftExecutive Officer and Chief
Financial Officer of Teekay LNG, and a Directoriadfekay GP L.L.C., Teekay Offshore GP L.L.C. andKegeTankers Ltd. Kenneth
Hvid is a Director of Teekay GP L.L.C. and Teekdys@ore GP L.L.C. Mr. Hvid is also Chief Strategyfi®er and Executive Vice
President of Teekay Corporation. Please read Itedhajor Unitholders and Related Party Transactiei@ertain Relationships and
Related Party Transactions for more de

(2) Each director, executive officer and key employerdficially owns less than 1% of the outstandinigsu

(3) Excludes the 2% general partner interest held lbygeneral partner, a wholly owned subsidiary ofkegeCorporation

ltem 7.  Major Unitholders and Related Party Transactions
A. Major Unitholders

The following table sets forth the beneficial owstep, as of March 1, 2013, of our units by eaclspeme know to beneficially own more than
5% of the outstanding units. The number of unitsdfieially owned by each person is determined ulSteC rules and the information is not
necessarily indicative of beneficial ownership &ory other purpose. Under SEC rules a person béibfiowns any units as to which the
person has or shares voting or investment poweaddlition, a person beneficially owns any unitg tha person or entity has the right to
acquire as of April 30, 2013 (60 days after Mar¢cR13) through the exercise of any unit optioother right. Unless otherwise indicated,
each unitholder listed below has sole voting anestment power with respect to the units set fortime following table.

Common Units
Percentage o

Identity of Person or Group Owned Common Units Ownec
Teekay Corporatio® 22,362,81 27.%%
Kayne Anderson Capital Advisors, LP, and Richart

Kayne, as a grou® 7,959,20: 9.€%
Neuberger Berman Group LLC and Neubel

Berman, LLC, as a gro.® 6,113,91. 7.€%

(1) Excludes the 2% general partner interest held Ipygeneral partner, a wholly owned subsidiary ofKeseCorporation

(2) Includes shared voting power and shared difpegiower as to 7,959,208 units. Kayne Andersopit@bAdvisors, LP, and Richard A.
Kayne both have shared voting and dispositive poitayne Anderson Capital Advisors, L.P. is the gahpartner (or general partner of
the general partner) of the limited partnerships iamestment adviser to the other accounts. Richatdayne is the controlling
shareholder of the corporate owner of Kayne Andefseestment Management, Inc., the general paghkayne Anderson Capital
Advisors, L.P. Mr. Kayne is also a limited partio¢each of the limited partnerships and a sharehafithe registered investment
company. This information is based on the SchetlB(&/A filed by this group with the SEC on Januay2913.

(3) Includes shared voting power as to 5,495,858 @amd shared dispositive power as to 6,113,914.uBoth Neuberger Berman Group
LLC and Neuberger Berman LLC have shared dispasjiiwwer. Neuberger Berman, LLC and Neuberger Beemagement LLC
serve as sub-advisor and investment manager, tegggcof Neuberger Berman Group LLC’s mutual fgn@he holdings of Neuberger
Berman Trust Co N.A., Neuberger Berman Trust CDefiware N.A., NB Alternative Fund Management LINB Alternatives Adviser
LLC and Neuberger Berman Fixed Income LLC, affémbf Neuberger Berman LLC, are also aggregatedrgprise the required
holdings. This information is based on the Sched@I8 filed by this group with the SEC on Februasy 2013.

We are controlled by Teekay Corporation. We areangdre of any arrangements, the operation of wimai at a subsequent date result in a
change in control of us.

B. Certain Relationships and Related Party Transadbns

a) C. Sean Day is the Chairman of our general pgrireekay Offshore GP L.L.C. He also is the Chairraf Teekay Corporation,
Teekay Tankers Ltd. and Teekay GP L.L.C., the ganmartner of Teekay LNC

Peter Evensen is the President and Chief ExecOtffreer of Teekay Corporation, the Chief Execut®#ficer and Chief Financial
Officer of Teekay Offshore GP L.L.C and Teekay GE.C., and a Director of Teekay Corporation, Teet/L.L.C., Teekay
Offshore GP L.L.C. and Teekay Tankers Ltd.

Kenneth Hvid is a Director of Teekay Offshore GR.C. and Teekay GP L.L.C. Mr. Hvid is also the Gté¢rategy Officer and
Executive Vice President of Teekay Corporation.

Michael Balaski is the Vice President of Teekaysbéfre GP L.L.C. and Teekay GP L.L.C.

Because Mr. Evensen is an employee of Teekay Catipar his compensation (other than any awardsruhédong-term incentive
plan) is set and paid by Teekay Corporation. Puntsteaour partnership agreement, we have agreegirtdburse Teeka



Corporation for time spent by Mr. Evensen on ounagement matters as our Chief Executive Officer@nigf Financial Officer.
Because Mr. Balaski is an employee of our genexghpr, his compensation is set and paid by ouergépartner. Pursuant to our
partnership agreement, we have agreed to reimbursgeneral partner for time spent by Mr. Balaskoar partnership matters.
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b)

We have entered into an amended and restateibosnagreement with our general partner, Teekayp@ation, Teekay LNG and
related parties. The following discussion descritesain provisions of the omnibus agreem

Noncompetition Under the omnibus agreement, Teekay CorporatidriT@ekay LNG have agreed, and have caused thdioted
affiliates (other than us) to agree, not to owrerage or charter “offshore vessels” (i.e. dynanhgabsitioned shuttle tankers (other
than those operating in the conventional oil tartkale under contracts with a remaining duratioless$ than three years, excluding
extension options), FSOs and FPSOs). This restictoes not prevent Teekay Corporation, Teekay loNény of their other
controlled affiliates from, among other things:

. owning, operating or chartering offshore vessetbéfremaining duration of the time charter or cacttof affreightment for
the vessel, excluding any extension options, s flean three year

. acquiring offshore vessels and related time chadecontracts of affreightment as part of a bussr@ package of assets
operating or chartering those vessels if a majafitthe value of the total assets or business aedjis not attributable to the
offshore vessels and related contracts, as detedmiingood faith by the board of directors of TeeKarporation or the
conflicts committee of the board of directors oEKay LNG’s general partner; however, if Teekay @oation or Teekay
LNG completes such an acquisition, it must, withite year after completing the acquisition, offesétl the offshore vesse
and related contracts to us for their fair markdtie plus any additional tax or other similar cast$eekay Corporation or
Teekay LNG that would be required to transfer tfishore vessels and contracts to us separately tiheracquired business
or package of asse!

. owning, operating or chartering offshore vessetsraated time charters and contracts of affreigiminthat relate to tende
bids or awards for an offshore project that TeeRayporation or any of its subsidiaries submitsemeives; however, at least
one year after the delivery date of any such ofisivessel, Teekay Corporation must offer to selldfishore vessel and
related contract to us, with the vessel valuetb(inewbuildings originally contracted by Teekayr@aration, at its “fully-
built-up cost” (which represents the aggregate pdijteres incurred (or to be incurred prior to detiwto us) by Teekay
Corporation to acquire, construct, and/or conved laring such offshore vessel to the condition lagdtion necessary for
our intended use, plus project development costsdmpleted projects and projects that were notgdetad but, if
completed, would have been subject to an offestpursuant to the omnibus agreement) and (ii) igrather vessels,
Teekay Corporation’s cost to acquire a newbuildiogn a third party or the fair market value of axisting vessel, as
applicable, plus in each case any subsequent ekpargithat would be included in the “fully-builpwcost”of converting the
vessel prior to delivery to u

. acquiring, operating or chartering offshore vesgalsir general partner has previously advised agdRorporation or
Teekay LNG that the board of directors of our gahpartner has elected, with the approval of itsflicts committee, not to
cause us or our subsidiaries to acquire or opénatgessels; c

. owning shares of Teekay Petroj:

In addition, under the omnibus agreement we haveeaignot to own, operate or charter crude oil teske liquefied natural gas (or
LNG) carriers. This restriction does not apply ty @f the Aframax tankers in our current fleet, déimel ownership, operation or
chartering of any oil tankers that replace anyhose oil tankers in connection with certain evelmsddition, the restriction does
not prevent us from, among other things:

. acquiring oil tankers or LNG carriers and any mibtime charters as part of a business or packaagsets and operating or
chartering those vessels, if a majority of the gadfithe total assets or business acquired isttrdigable to the oil tankers
and LNG carriers and any related charters, asmé@ted in good faith by the conflicts committee of general partner’s
board of directors; however, if at any time we cégtgpsuch an acquisition, we are required to prongiter to sell to
Teekay Corporation the oil tankers and time chanterto Teekay LNG the LNG carriers and time charter fair market
value plus any additional tax or other similar sdstus that would be required to transfer theelesand contracts to Teekay
Corporation or Teekay LNG separately from the aeglibusiness or package of asset:

. acquiring, operating or chartering oil tankers diG. carriers if Teekay Corporation or Teekay LNGgprectively, has
previously advised our general partner that itdlasted not to acquire or operate those ves

Rights of First Offer on Conventional Tankers, LE&riers and Offshore Vesseldnder the omnibus agreement, we have grante
to Teekay Corporation and Teekay LNG a 30-day rafHirst offer on certain (a) sales, transferotirer dispositions of any of our
Aframax tankers, in the case of Teekay Corporatioritertain LNG carriers in the case of Teekay LNE(b) re-charterings of any
of our Aframax tankers or LNG carriers pursuana tiime charter or contract of affreightment witteam of at least three years if
the existing charter expires or is terminated edilyewise, each of Teekay Corporation and Teekid{Lhas granted a similar rig
of first offer to us for any offshore vessels itgii own that, at the time of the proposed offesubject to a time charter or contract
of affreightment with a remaining term, excludingension options, of at least three years. Thegegiof first offer do not apply to
certain transactions.

The omnibus agreement and a subsequent agreersermttdigated Teekay Corporation to offer to uspiptd July 9, 2012, the
FoinavenFPSO, an existing FPSO unit of Teekay Petrojanihally-owned subsidiary of Teekay Corporation. Vgeeged to waive
Teekay Corporation’s obligation to offer the FPStX to us by July 9, 2012, however Teekay Corporais obligated to offer the
FPSO unit to us prior to July 9, 2013. The purchagee for theFoinavenFPSO would be its fair market value plus any addil
tax or other similar costs to Teekay Petrojarl thatld be required to transfer the FPSO unit to us.

On April 1, 2010, we acquired Teekay Corpordtdi00% interest in an FSO unit, tRalcon Spirit,together with its charter



contract, for a purchase price of $44.1 millioneThurchase was partially financed through procé&eds a public offering of
common units. Th&alcon Spiritis chartered to Occidental Qatar Energy Company,ld Subsidiary of Occidental Petroleum of
Qatar Ltd., on a fixe-rate time
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d)

9)

h)

charter contract for 7.5 years (beginning Decen20€0) with an option for the charterer to extersl ¢bntract for an additional 1.5
years. TheFalcon Spiritis a conversion of a doubkasll shuttle tanker built in 1986 and it began g&ng the Al Raayan oil field o
the coast of Qatar in December 20

The acquisition consisted of us acquiring TeekaypG@tion’s equity interest in Teekay Al Raayan Lfd€ $11.3 million and
Teekay Corporation’s interest in amounts due tdk@geCorporation from Teekay Al Raayan LLC for $3tBlion. Immediately
prior to the acquisition, $11.2 million of amouniise to Teekay Corporation was converted to eqtilte. portion of the purchase
price for the acquisition of the equity interesilieekay Al Raayan LLC ($11.3 million) was accounfedas an equity distribution
to Teekay Corporation. To the extent the purchase pvas greater than the corresponding book vétheeexcess is reflected as a
reduction in Partners’ Equity and the remaindeshiswn as a reduction in Dropdown Predecessor EdLlig portion of the
purchase price for the acquisition of the interocogte loan ($32.8 million) was accounted for asyepent of debt.

On October 1, 2010, we acquired from Teekay Ge@ifon theRio das OstragPSO unit, which is on a lortgfrm charter to Petrol
Brasileiro SA (orPetrobras), for a purchase price of $157.7 million, plus Wing capital of $12.4 million. Immediately prior the
acquisition, $163.0 million of amounts due to Teekarporation were converted to equity. The purehaice was financed
through the assumption of debt of $93.8 million #melremainder was paid in cash. The purchase praecounted for as an equity
distribution to Teekay Corporation. To the extdr purchase price is less than the correspondiok &lue, the excess is reflected
as an addition in Partners’ Equity and the remairmglshown as a reduction in Dropdown Predecesgoitfe The purchase
agreement provides that Teekay Corporation shiatitnerse us for upgrade costs in excess of the dpgeatimate as of the closing
date. During the year ended December 31, 2011,aye€krporation reimbursed us for $2.0 million oflswpgrade costs, which is
reflected as a capital contributic

On the dropdown, certain assets and liabilitieheRio das Ostrasvere retained by Teekay Corporation. These netassgined
by Teekay Corporation totaled $0.1 million and @aeounted for as a non-cash equity distributiongekay Corporation.

On October 1, 2010, we acquired from Teekay Qaiton the newbuilding shuttle tanker, theundsen Spiritwhich is on a time
charter to Statoil ASA, for a purchase price of &D2million. The purchase price was financed thiotige assumption of debt of
$93.3 million, the issuance of new units of $17i0iom and $17.7 million with cash. The excess 8% million of the purchase
price over the book value of the net liabilities($8.5) million, which includes the fair value of mterest rate swap of ($25.9)
million, is accounted for as an equity distributtoriTeekay Corporation. Immediately prior to thegusition, $32.7 million of
amounts due to Teekay Corporation by Amundsent3fi€ was converted to equit

On October 1, 2010, we agreed to acquire fromkag Corporation its 100% interest in the Nanseint3p C, which owns the
newbuilding shuttle tanker, thiéansen Spirit On December 10, 2010, thiansen Spiritommenced its time charter with Statoil
ASA and we acquired 100% of Teekay Corporationterist in the Nansen Spirit LLC for a purchasegdt$126.3 million. The
purchase price was financed through the assumpfidebt of $93.3 million, the issuance of new uoit$16.4 million and $16.6
million with cash. The excess of $4.4 million oéthurchase price over the book value of the netasd $28.6 million was
accounted for as an equity distribution to TeekaypGration. Immediately prior to the acquisitiod1$6 million of amounts due to
Teekay Corporation by Nansen Spirit LLC was corecib equity. For the period October 1, 2010 toddezer 10, 2010, we
consolidated Nansen Spirit LLC on our financiatestigents as it was considered a variable interegy emd we were the primary
beneficiary.

On August 2, 2011, we acquired from Teekay Cafion thePeary Spiritfor a purchase price of $134.5 million. The purehpsce
was financed through the assumption of debt of&86llion and $37.7 million with cash. The exce$$6.5 million of the cash
portion of the purchase price over the book valuth® net assets of $32.2 million is accountedafan equity distribution to
Teekay Corporation. Immediately prior to the aciiois, $36.9 million of amounts due to Teekay Cagimn by Peary Spirit LLC
was converted to equity of the vessel entity. Rergeriod October 1, 2010 to August 2, 2011, wesclaated Peary Spirit LLC on
our financial statements as it was considered iaMarinterest entity and we were the primary bieiegdy.

On October 1, 2010, we agreed to acquire twerést rate swaps from Teekay Corporation on thestate as it would acquire the
Nansen Spiriand thePeary Spiritfrom Teekay Corporation. The fair value of the ietd rate swaps of ($57.1) million on
October 1, 2010, was accounted for as an equitsitldlision to Teekay Corporatio

On March 8, 2011, we acquired Teekay Corporaid®% interest in OPCO for a combination of $178iom in cash (less $15
million in distributions made by OPCO to Teekay @anation between December 31, 2010 and the datecpfisition) and the
issuance of 7.6 million of our common units to T&gkCorporation and a 2% proportionate intereshéoGeneral Partner in a
private placement. The acquisition increased ourerghip of OPCO to 100%. The excess of the progeaidisby us over Teekay
Corporation’s historical book value of $128.0 naitlifor the 49% interest in OPCO was accountedgaraequity distribution to
Teekay Corporation of $258.3 millio

On October 1, 2011, we acquired from Teekay Cotmmra newbuilding shuttle tanker, tBeott Spirit, for $116.0 million. The
purchase price is subject to adjustment for umtadditional $12 million based upon incrementalt$ddanker revenues above
projections used for the sales price valuation geed during the two years following the acquisiti©On December 31, 2011, we
recognized a liability of $10.9 million in respextthe purchase price adjustment, of which $5.Tianilis included in due to
affiliates and $5.2 million is included in othealilities. On October 1, 2012, we repaid a portibthe liability, which at the
repayment date was $5.9 million. As at DecembeRB12, the outstanding liability was $5.7 milliawhich is included in due to
affiliates. The purchase price was financed thraghassumption of debt of $93.3 million and $28&ilion with cash. The excess
of $35.6 of the purchase price (including the aogeint consideration liability of $10.1 million orc@ber 1, 2011) over the book
value of the net liabilities of $2.6 million, whiéhcludes the fair value of an interest rate swia{$d4.6) million, is accounted for .



k)

an equity distribution to Teekay Corporation. Imnagely prior to the acquisition, $34.5 million ahaunts due to Teekay
Corporation by Scott Spirit LLC was converted taigg

On October 1, 2012, we acquired from Teekay G@fion the VOC equipment on board thaundsen SpirittheNansen Spirit

the Peary Spiritand theScott Spiritfor $12.8 million. On December 31, 2012, we recagdithis liability in due to affiliates. The
purchase price was financed with cash. The exde®®.8 million of the purchase price over the reatrging value of the equipment
is accounted for as an equity distribution to TegeRarporation
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)] During the year ended, December 31, 2012, siwentional tankers, two shuttle tankers and two E8i®s of ours were employed
on long-term time-charter-out contracts with sulasids of Teekay Corporation, and two conventidaakers of ours were
employed on long-term time-charter-out contracthaijoint venture in which Teekay Corporation Be&&0% interest. During the
year ended December 31, 2012, we sold one of itgertdional vessels which was employed on a-term, time-charter-out
contract to a subsidiary of Teekay Corporatior20d2, we received an early termination fee fromkageCorporation of $14.7
million which is recorded in net income (loss) fraliscontinued operations on the consolidated seésrof income (loss). Teekay
Corporation and its wholly owned subsidiaries pdevsubstantially all of our commercial, technicagw training, strategic,
business development and administrative servicedsién addition, we reimburse the General Paftorezxpenses incurred by the
General Partner that are necessary or appropoatbd conduct of our business. Revenues (expefreas)yuch related party
transactions were as follow

Year Ended December 31

2%12 2%11 2%10
Revenues) 89,07¢ 94,751 81,10¢
Vessel operating expens® (5,149 (5,562 (4,976
General and administratiy®)® (60,296 (59,459 (48,71¢)
Interest expens®) (392 (31€) (4,199
Realized and unrealized loss on derivative instmntg(® — (12,18¢) (5,65¢)
OCI™ — — 131

Related party transactions from discontinued opmra®) 35,19 72,735 58,67

(1) Revenue from long-term time-charter-out contgand short-term time-charter-out contracts withsgdiaries or affiliates of
Teekay Corporation. The year ended December 31, R@ludes $1.2 million recovered from Teekay Caogpon for
penalties accrued in respect of Rio das Ostrawhich relate to a period prior to the acquisitidrite unit by us

(2) Crew training fees charged by Teekay Corpora

3) Commercial, technical, strategic, business bgveent and administrative management fees chdrgdeekay Corporation
and reimbursements to Teekay Corporation and onefaePartner for costs incurred on our bet

(4)  Amounts are net of $4.9 million, $3.5 million an8.& million respectively, during the years ended¢@&ueber 31, 2012, 201
and 2010, of management fees for ship managemeuites provided by us to a subsidiary of TeekaypOaation.

(5) Guarantee fee related to the final bullet paynoé thePiranema SpiriFPSO debt facility guaranteed by Teekay Corpor:
during the year ended December 31, 2012, integadttp Teekay Corporation for financing our acdiosi of an FPSO unit
during the year ended December 31, 2010 and intaltesated from Teekay Corporation as a resuthefDropdown
Predecessor during the years ended December 31 ,a2@12010

(6) Realized/Unrealized losses on interest rateosvadlocated from Teekay Corporation as a resuti®Dropdown
Predecesso

(7)  Other comprehensive income @C€I ) relating to hedging and designated foreign cuayeorward contracts allocated from
Teekay Corporation as a result of the Dropdown €gesisor

(8) Related party transactions relating to fivevantional tankers determined to be discontinuedaijmns. This includes
revenue from long-term time-charter-out contradth wubsidiaries or affiliates of Teekay Corporatiocluding the early
termination fee described above; crew training fdesrged by Teekay Corporation accounted for aseveperating
expenses; and commercial, technical, strategidasthess development management fees charged kgyl €erporation

m) At December 31, 2012, due from affiliates tade$29.7 million (December 31, 2011 — $6.1 milliemd due to affiliates totaled
$47.8 million (December 31, 2011 — $39.7 millioDue to and from affiliates are non-interest beaend unsecured and are
expected to be settled within the next fiscal yerdhe normal course of operatiol

Item 8.  Financial Information

A. Consolidated Financial Statements and Other Finacial Information

Consolidated Financial Statements and Notes

Please see Item 18 below for additional informatiguired to be disclosed under this Item.

Legal Proceedings

On November 13, 2006, our shuttle tanker,Nla@ion Hispania collided with theNjord Bravo, a floating storage and off-take unit, while
preparing to load an oil cargo from tN@rd Bravo. TheNjord Bravoservices the Njord field, which is operated by &tdetroleum AS (or
Statoil) and is located off the Norwegian coast. At tineetiof the incident, Statoil was chartering Meevion Hispanidrom us. TheNavion
Hispaniaand theNjord Bravoboth incurred damages as a result of the collision.

In November 2007, Navion Offshore Loading AS DL ), one of our subsidiaries, and two subsidiarieSaxdkay Corporation were named as
co-defendants in a legal action filed by Norwediarl Club (the hull and machinery insurers of thjerd Bravo) and various licensees in the
Njord field. The plaintiffs sought damages for \&@sgpairs, expenses for a replacement vesselthied amounts related to production stopy
on the field, totaling NOK 213,000,000 (approximat®38.3 million). The Stavanger District Court falithat NOL is liable for damages
except for damages related to certain indirecbmsequential losses. The court also found thabibr$A is liable to NOL for the sam



amount of damages. The parties have appealed tisafe As a result of the judgment, as at Decer8tie2012 and 2011, we have recogni
a liability of NOK 76,000,000 (approximately $131llion, which is a reduced amount in accordanceahe court’s decision to exclude a

large part of the indirect or consequential loss@s) a corresponding receivable from Statoil, rdedrin other liabilities and other assets,
respectively.
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We believe the likelihood of any losses relatinghi® claim is remote. We also believe that thetelhaontract relating to thgavion Hispania
requires that Statoil be responsible and inderumsfyor all losses relating to the damage toNjwrd Bravo. We and Teekay Corporation also
maintain protection and indemnity insurance for dgas to thé&lavion Hispanisand insurance for collision-related costs and claikie
believe that these insurance policies will coverbsts related to this incident, including anyteo®t indemnified by Statoil, subject to
standard deductibles. In addition, Teekay Corpondtias agreed to indemnify us for any losses weiny in connection with this incident.

In addition, from time to time we have been, angezt to continue to be, subject to legal proceesdlargl claims in the ordinary course of our
business, principally personal injury and propesdgualty claims. These claims, even if lacking theduld result in the expenditure of
significant financial and managerial resources.aféenot aware of any legal proceedings or clairaswte believe will have, individually or in
the aggregate, a material adverse effect on us.

Cash Distribution Policy
Rationale for Our Cash Distribution Polic'

Our cash distribution policy reflects a basic judgnthat our unitholders are better served by @irilduting our cash available (as defined in
our partnership agreement and after deducting esgserincluding estimated maintenance capital experd and reserves) rather than our
retaining it. Because we believe we will generéilhance any expansion capital expenditures frorera financing sources, we believe that
our investors are best served by our distributihgfaour available cash. Our cash distributionippis consistent with the terms of our
partnership agreement, which requires that weiblige all of our available cash quarterly (afteddeting expenses, including estimated
maintenance capital expenditures and reserves).

Limitations on Cash Distributions and Our Abilityat Change Our Cash Distribution Polic

There is no guarantee that unitholders will recgjuarterly distributions from us. Our distributipolicy is subject to certain restrictions and
may be changed at any time, including:

. Our unitholders have no contractual or other leiggit to receive distributions other than the obétign under our partnership
agreement to distribute available cash on a quaiesis, which is subject to our general partnbrisad discretion to establish
reserves and other limitatior

. While our partnership agreement requires us taiblige all of our available cash, our partnerstgpeament, including provisions
requiring us to make cash distributions contairedin, may be amended with the approval of a ritgjof the outstanding
common units

. Even if our cash distribution policy is not moddier revoked, the amount of distributions we paglarrour cash distribution policy
and the decision to make any distribution is debeech by the Board of Directors of our general parttaking into consideration t
terms of our partnership agreeme

. Under Section 51 of the Marshall Islands LimitedtRership Act, we may not make a distribution tdthusiders if the distribution
would cause our liabilities to exceed the fair eabi our asset:

. We may lack sufficient cash to pay distribution®tw unitholders due to decreases in net revenuesi@ases in operating
expenses, principal and interest payments on malistg debt, tax expenses, working capital requirgsjenaintenance capital
expenditures or anticipated cash ne:

. Our distribution policy may be affected by resigas on distributions under our credit facility agments, which contain material
financial tests and covenants that must be salisbould we be unable to satisfy these restristinoluded in the credit agreeme
or if we are otherwise in default under the cregiteements, we would be prohibited from making ahstnibutions, which would
materially hinder our ability to make cadistributions to unitholders, notwithstanding otated cash distribution polic

. If we make distributions out of capital surplus.opposed to operating surplus (as such terms direeden our partnership
agreement), those distributions will constitutetum of capital and will result in a reductiontie minimum quarterly distribution
and the target distribution levels under our paghip agreement. We do not anticipate that wemidke any distributions from
capital surplus

Incentive Distribution Rights

Incentive distribution rights represent the rightéceive an increasing percentage of quartertyiloigions of available cash from operating
surplus (as defined in our partnership agreeméieat) the minimum quarterly distribution and thegeir distribution levels have been achieved.
Our general partner currently holds the incentigtridbution rights, but may transfer these rigteparately from its general partner interest,
subject to restrictions in our partnership agreetrexcept for transfers of incentive distributiaghts to an affiliate or another entity as part of
our general partner’s merger or consolidation witinto, or sale of all or substantially all of @ssets to such entity, the approval of a majority
of our common units (excluding common units heldhy general partner and its affiliates), votingamately as a class, generally is required
for a transfer of the incentive distributions rig/d a third party prior to December 31, 2016.
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The following table illustrates the percentagedlions of the additional available cash from opiegasurplus among the unitholders and our
general partner up to the various target distrdyutevels. The amounts set forth under “MarginatBetage Interest in Distributions” are the
percentage interests of the unitholders and ouergépartner in any available cash from operatumplsis we distribute up to and including the
corresponding amount in the column “Total Quart®igtribution Target Amount,” until available caffom operating surplus we distribute
reaches the next target distribution level, if aflye percentage interests shown for the unitholdedsour general partner for the minimum
quarterly distribution are also applicable to gedytdistribution amounts that are less than theimiim quarterly distribution. The percentage
interests shown for our general partner includ@dtsgeneral partner interest and assume the ggraatakr has contributed any capital
necessary to maintain its 2.0% general partnerdstend has not transferred the incentive digidhuights.

Marginal Percentage Interest
in Distributions

Total Quarterly

Distribution Target Amount Unitholders General Partner
Minimum Quarterly Distribution $0.35 98.(% 2.C%
First Target Distributior Up to $0.402¢ 98.(% 2.C%
Second Target Distributic Above $0.4025 up to $0.43 85.(% 15.(%
Third Target Distributior Above $0.4375 up to $0.5: 75.(% 25.(%
Thereatftel Above $0.52¢ 50.(% 50.(%

B. Significant Changes

On March 8, 2011, we acquired Teekay Corporaticgrsaining 49% limited partner interest in OPCOdaombination of $175 million in
cash (less $15 million in distributions made by @P®© Teekay Corporation between December 31, 28diate date of acquisition), and
7.6 million of common units (and associated Geneeatner interest) to Teekay Corporation.

Item 9. The Offer and Listing

Our common units are traded on the NYSE underyh®sel “TOO”. The following table sets forth the high and lowsiig sales prices for o
common units on the NYSE for each of the periodsciated:

Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31

Year Ended 2012 2011 2010 2009 2008
High $29.9¢ $31.1¢ $29.7¢ $20.0¢ $26.4¢
Low $24.78  $22.7C $17.7¢ $ 9.7t  $ 6.5¢
Mar. 31, Dec. 31 Sept. 3C June 30 Mar. 31, Dec. 31 Sept. 3C June 30

Quarter Ended 2013 2012 2012 2012 2012 2011 2011 2011
High $30.1¢ $28.21 $29.6( $29.47 $29.9¢ $28.0C $30.1¢ $31.1¢
Low $26.8¢ $24.7F $27.2( $26.7C $27.17 $22.80C $22.7C $27.71
Mar 31, Feb 29, Jan. 31 Dec. 31 Nov. 30 Oct. 31,

Month Ended 2013 2013 2013 2012 2012 2012
High $30.1¢  $28.57 $29.4: $27.0C $27.27 $28.21
Low $28.1°  $26.9: $26.8¢ $25.3¢ $24.7¢  $26.0¢

Iltem 10. Additional Information
Memorandum and Articles of Association

The information required to be disclosed under 1168 is incorporated by reference to our RegisiraBtatement on Form 8-A/A filed with
the SEC on May 8, 2008.

Material Contracts

The following is a summary of each material cortirather than material contracts entered into endfdinary course of business, to which we
or any of our subsidiaries is a party, for the fwears immediately preceding the date of this AniRegort, each of which is included in the list
of exhibits in Iltem 19:

a) Agreement, dated June 26, 2003, for a U.S. $855)00 Revolving Credit Facility between Norsk RaeHoldings Ltd., Den
Norske Bank ASA and various other banks. This itgdilears interest at LIBOR plus a margin of 0.629%e amount availabl
under the facility reduces semi-annually, with dediueduction of $131.0 million on maturity in @tter 2014. The credit facility
may be used for acquisitions and for general pestrig purposes. As at December 31, 2012, our didiggunder the facility are
secured by fir-priority mortgages granted on seven shuttle tand&edsone FSO unit, together with other related 5!

b) Agreement, dated October 2, 2006, for a U.S. $@M00D0 Revolving Credit Facility between Teekaydbéfre Operating L.P., D¢
Norske Bank ASA and various other banks. This ifgdilears interest at LIBOR plus a margin of 0.629%e amount availabl
under the facility reduces semi-annually, with deéiueduction of $350.0 million on maturity in @tter 2014. The credit facility
may be used for acquisitions and for general peshie purposes. In addition, this facility allow®0O to make working capital



borrowings and loan the proceeds to us, which wédcase to make distributions, provided that sutioants are paid down
annually. As at December 31, 2012, our obligatiamder the facility are secured by first-priority fgages granted on nine of our
shuttle tankers and five of our conventional taek&mgether with other related secur
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c) Amended and Restated Omnibus Agreement, datedrilger 19, 2006, among us, our general partnekayg@orporation, Teekay
LNG and related parties. Please read Item 7 — Majotholders and Related Party Transactions — @eRalationships and Related
Party Transactions for a summary of certain cohtexms.

d) We and certain of our operating subsidiariesehentered into services agreements with certaisidiabbies of Teekay Corporation
pursuant to which the Teekay Corporation subsigiéaprovide us, and our operating subsidiaries adtninistrative, advisory,
technical, strategic consulting services, busides®lopment and ship management services for arrebk fee that includes
reimbursement of their direct and indirect expenisesrred in providing these services. Please hesd 7 — Major Unitholders and
Related Party Transactio— Certain Relationships and Related Party Transaxfimna summary of certain contract teri

e) Teekay Offshore Partners L.P. 2006 Long-Ternaritige Plan. Please read Item 6 — Directors, Sévimragement and Employees
for a summary of certain plan tern

f)  Agreement, dated September 10, 2009, between eétvgrg AS and Varg L.L.C., relating to the pursbaf thePetrojarl Varg.

g) Agreement, dated November 25, 2010, for NOK ®00,000 Senior Unsecured Bonds due November 20d@)@ us, Teekay
Offshore Operating L.P. and Norsk Tillitsman ASAIl payments are at NIBOR plus 4.75% per ann

h)  Agreement, dated March 8, 2011, between Teeldgliifs Limited and Teekay Offshore Partners Liélating to the purchase of
limited partner interests of OPCO. Please read lterMajor Unitholders and Related Party Transastie Certain Relationships
and Related Party Transactions for a summary ¢dicecontract terms

i)  Agreement, dated November 29, 2011, betweenrSklaine ASA and Piranema L.L.C., relating to theghase of th€iranema
Spirit.

)  Agreement, dated January 25, 2012, for NOK 600 Senior Unsecured Bonds due January 2017, amoagd Norsk
Tillitsman ASA. All payments are at NIBOR plus 5%%er annum

k)  Agreement, dated February 23, 2012, for a U1S0$000,000 debt facility between Piranema L.L1@ Ben Norske Bank ASA.
This facility bears interest at LIBOR plus a margfr3%. The amount available on under the facii@igluces quarterly, with a bullet
reduction of $65.0 million on maturity in Febru&§17.

[)  Agreement, dated September 11, 2012, betweekaje@orporation and Teekay Offshore Partners kdbating to the purchase of
theVoyageur Spiri.

m) Agreement, dated January 25, 2013, for NOK SI@@D0 Senior Unsecured Bonds due January 201&)@osand Norsk
Tillitsman ASA. All payments are at NIBOR plus 4%@er annum

n) Agreement, dated January 25, 2013, for NOK 8I@@DO Senior Unsecured Bonds due January 2018)@aosand Norsk
Tillitsman ASA. All payments are at NIBOR plus 4%%er annum

Exchange Controls and Other Limitations Affecting Lhitholders

We are not aware of any governmental laws, deaeesgulations, including foreign exchange contrsighe Republic of The Marshall
Islands that restrict the export or import of cahior that affect the remittance of dividendserast or other payments to noasident holders
our securities.

We are not aware of any limitations on the righbofh-resident or foreign owners to hold or vote segurities imposed by the laws of the
Republic of The Marshall Islands or our partnersiupeement.

Material U.S. Federal Income Tax Considerations

The following is a discussion of the material U&leral income tax considerations that may be agieto unitholders. This discussion is base
upon the provisions of the Internal Revenue Cod86, as amended (or tBede), legislative history, applicable U.S. TreasurygBlations

(or Treasury Regulationy judicial authority and administrative interpriébas, all as in effect on the date of this AnnRaport, and which are
subject to change, possibly with retroactive effectare subject to different interpretations. Giesnin these authorities may cause the tax
consequences to vary substantially from the coresezps described below. Unless the context othemgtpgres, references in this section to
“we,” “our” or “us” are references to Teekay OffshdPartners L.P.

This discussion is limited to unitholders who htiidir common units as capital assets for tax p@gothis discussion does not address all ta;
considerations that may be important to a partrautétholder in light of the unitholder’'s circumstzes, or to certain categories of unitholders
that may be subject to special tax rules, such as:

. dealers in securities or currenci

. traders in securities that have elected the -to-market method of accounting for their securit

. persons whose functional currency is not the UoBad

. persons holding our common units as part of a hestggddle, conversion or oth*synthetic securit” or integrated transactio
. certain U.S. expatriate

. financial institutions
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. insurance companie

. persons subject to the alternative minimum

. persons that actually or under applicable constreacwnership rules own 10% or more of our commoitsi and
. entities that are t-exempt for U.S. federal income tax purpo:

If a partnership (including any entity or arrangetneeated as a partnership for U.S. federal inctargourposes) holds our common units, the
tax treatment of a partner generally will dependrufhe status of the partner and the activitiethefpartnership. If you are a partner in a
partnership holding our common units, you shouldscidt your own tax advisor about the U.S. federabme tax consequences of owning and
disposing the common units.

This discussion does not address any U.S. estatotsiderations or tax considerations arising utige laws of any state, local or non-U.S.
jurisdiction. Each unitholder is urged to constdtawn tax advisor regarding the U.S. federalgestatal and other tax consequences o
ownership or disposition of our common units.

United States Federal Income Taxation of U.S. Hoide

As used herein, the terth S. Holdemeans a beneficial owner of our common units théd ia U.S. citizen or U.S. resident alien, (ii) a
corporation or other entity taxable as a corporafay U.S. federal income tax purposes, that waated or organized in or under the laws of
the United States, any state thereof or the Distfi€olumbia, (iii) an estate whose income is sabjo U.S. federal income taxation regardles
of its source, or (iv) a trust that either is subj® the supervision of a court within the Uni@thtes and has one or more U.S. persons with
authority to control all of its substantial decissoor has a valid election in effect under applie&hS. Treasury Regulations to be treated as a
U.S. person.

Distributions

We have elected to be taxed as a corporation f8r féderal income tax purposes. Subject to thaudison of passive foreign investment
companies (oPFICs) below, any distributions made by us with resgeaiur common units to a U.S. Holder generally wihstitute
dividends, which may be taxable as ordinary incom&ualified dividend income” as described in mdetail below, to the extent of our
current and accumulated earnings and profits, ssmdeed under U.S. federal income tax principl@istributions in excess of our earnings
profits will be treated first as a nontaxable rataf capital to the extent of the U.S. Holder’s basis in its common units and thereafter as
capital gain. U.S. Holders that are corporatiomd fc5. federal income tax purposes generally vatl lme entitled to claim a dividends received
deduction with respect to any distributions thegeree from us. Dividends paid with respect to oumenon units generally will be treated as
“passive category income” or, in the case of centgpes of U.S. Holders, “general category incomee’purposes of computing allowable
foreign tax credits for U.S. federal income taxgmses.

Dividends paid on our common units to a U.S. Holdbo is an individual, trust or estate (dd&. Individual Holde) will be treated as
“qualified dividend income” that is taxable to sudts. Individual Holder at preferential capital g&ax rates provided that: (i) our common
units are readily tradable on an established sgesirarket in the United States (such as the Nevk ‘Btock Exchange on which our common
units are traded); (ii) we are not a PFIC for #veable year during which the dividend is paid @ ithnmediately preceding taxable year (we
intend to take the position that we are not now lzenk never been a PFIC, as discussed below)th@i)J).S. Individual Holder has owned the
common units for more than 60 days in the 121-dajod beginning 60 days before the date on whiehctimmon units become ex-dividend;
(iv) the U.S. Individual Holder is not under anighkion to make related payments with respect sitjpms in substantially similar or related
property; and (v) certain other conditions are riere is no assurance that any dividends paiduoc@mmon units will be eligible for these
preferential rates in the hands of a U.S. Individd@alder. Any dividends paid on our common units$ eligible for these preferential rates will
be taxed as ordinary income to a U.S. Individualddn

Special rules may apply to any “extraordinary dérid” paid by us. An extraordinary dividend is, generadlyividend with respect to a shar:
stock if the amount of the dividend is equal taroexcess of 10.0% of a stockholder’s adjustedsb@sifair market value in certain
circumstances) in such stock. In addition, extram@ng dividends include dividends received withiore year period that, in the aggregate,
equal or exceed 20% of a shareholder’s adjustetdais. If we pay an “extraordinary dividend” orr gommon units that is treated as
“qualified dividend income,” then any loss deriiegda U.S. Individual Holder from the sale or exafp@aof such common units will be treated
as long-term capital loss to the extent of suclidéivd.

Certain U.S. Individual Holders are subject to&8tax on certain investment income, including divids, for taxable years beginning after
December 31, 2012.

Sale, Exchange or Other Disposition of Common Units

Subject to the discussion of PFICs below, a U.Sdétogenerally will recognize taxable gain or log®n a sale, exchange or other disposition
of our common units in an amount equal to the kffiee between the amount realized by the U.S. Héldm such sale, exchange or other
disposition and the U.S. Holder's tax basis in sueits. Subject to the discussion of extraordirdiydends above, such gain or loss will be
treated as long-term capital gain or loss if th8.UWolder’s holding period is greater than one ydhe time of the sale, exchange or other
disposition, and subject to preferential capitahdax rates. Such capital gain or loss generailyhe treated as U.S.-source gain or loss, as
applicable, for U.S. foreign tax credit purposed)S. Holde's ability to deduct capital losses is subject tdade limitations.



Certain U.S. Individual Holders are subject to&@ercent tax on certain investment income, incigdiapital gains from the sale or other
disposition of units, for taxable years beginniftgaDecember 31, 2012.

Consequences of Possible PFIC Classification

A non-U.S. entity treated as a corporation for UeBleral income tax purposes will be a PFIC in taxable year in which, after taking into
account the income and assets of the corporatidrcarain subsidiaries pursuant to a “look throughé, either: (i) at least 75.0% of its gross
income is “passive” income; or (ii) at least 50.0%he average value of its assets is attributabbessets that produce passive income or are
held for the production of passive income.
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For purposes of these tests, “passive income” deduividends, interest, and gains from the saéxohange of investment property and rents
and royalties other than rents and royalties thateceived from unrelated parties in connectioth wie active conduct of a trade or business.
By contrast, income derived from the performancesastices does not constitute “passive income.”

There are legal uncertainties involved in deterngnivhether the income derived from our tiofeartering activities constitutes rental incom:
income derived from the performance of serviceduiting the decision iffidewater Inc. v. United State$65 F.3d 299 (5th Cir. 2009), whi
held that income derived from certain time-changréctivities should be treated as rental incortteerahan services income for purposes of a
foreign sales corporation provision of the Codewdweer, the Internal Revenue Service I®8) stated in an Action on Decision (AOD 2010-
01) that it disagrees with, and will not acquiestghe way that the rental versus services framkewas applied to the facts in théewater
decision, and in its discussion stated that the timarters at issue ridewaterwould be treated as producing services income FO6CP
purposes. The IRS’s statement with respedtidewatercannot be relied upon or otherwise cited as pretduetaxpayers. Consequently, in
the absence of any binding legal authority spedificrelating to the statutory provisions governPBICs, there can be no assurance that the
IRS or a court would not follow thEidewaterdecision in interpreting the PFIC provisions of @ede. Nevertheless, based on our and our
subsidiaries’ current assets and operations, veadhto take the position that we are not now ang Imever been a PFIC. No assurance can b
given, however, that the IRS, or a court of lawl] aécept our position or that we would not congéita PFIC for any future taxable year if tt
were to be changes in our or our subsidiaries’tasseome or operations.

As discussed more fully below, if we were to bateel as a PFIC for any taxable year, a U.S. Halderd be subject to different taxation ru
depending on whether the U.S. Holder makes a tirmetleffective election to treat us as a “Qualitiddcting Fund” (&QEF election). As an
alternative to making a QEF election, a U.S. Hoklayuld be able to make a “mark-to-market” electigin respect to our common units, as
discussed below.

Taxation of U.S. Holders Making a Timely QEF Eleadti If a U.S. Holder makes a timely QEF election Eecting Holder), the Electing
Holder must report each taxable year for U.S. faldacome tax purposes the Electing Holder's pta share of our ordinary earnings and net
capital gain, if any, for our taxable years thad &rith or within the Electing Holder's taxable yeeggardless of whether or not the Electing
Holder received distributions from us in that yeuch pro rata share would not exceed the incoloeadlle to dividends on our units, althot
ordinary earnings could be allocated to a unithoide taxable year before the dividend is paicciSncome inclusions would not be eligible
for the preferential tax rates applicable to qiedifdividend income. The Electing Holder’s adjust&xi basis in the common units will be
increased to reflect taxed but undistributed egmend profits. Distributions of earnings and psofinat were previously taxed will result in a
corresponding reduction in the Electing Holder'suatkd tax basis in common units and will not bethagain once distributed. An Electing
Holder generally will recognize capital gain ordam the sale, exchange or other disposition otoormon units. A U.S. Holder makes a QEF
election with respect to any year that we are &R# filing IRS Form 8621 with the U.S. Holder'sngely filed U.S. federal income tax return
(including extensions).

If a U.S. Holder has not made a timely QEF electidth respect to the first year in the U.S. Holddrblding period of our common units
during which we qualified as a PFIC, the U.S. Holday be treated as having made a timely QEF eledty filing a QEF election with the
U.S. Holder's timely filed U.S. federal income tigturn (including extensions) and, under the rofeSection 1291 of the Code, déemed sa
election” to include in income as an “excess disttion” (described below) the amount of any gagt the U.S. Holder would otherwise
recognize if the U.S. Holder sold the U.S. Holdexsnmon units on the “qualification date”. The diietion date is the first day of our
taxable year in which we qualified as a “qualifiedldcting fund” with respect to such U.S. Holderatidition to the above rules, under very
limited circumstances, a U.S. Holder may make magtive QEF election if the U.S. Holder failedfite the QEF election documents in a
timely manner. If a U.S. Holder makes a timely Q#&ction for one of our taxable years, but didmake such election with respect to the
year in the U.S. Hold’s holding period of our common units during whicé gualified as a PFIC and the U.S. Holder did nakenthe deemt
sale election described above, the U.S. Holderwide subject to the more adverse rules desdritrdow.

A U.S. Holder's QEF election will not be effectiualess we annually provide the U.S. Holder withtaerinformation concerning our income
and gain, calculated in accordance with the Cambetincluded with the U.S. Holder’s U.S. federaldme tax return. We have not provided
our U.S. Holders with such information in prior #édoke years and do not intend to provide such infion in the current taxable year.
Accordingly, U.S. Holders will not be able to make effective QEF election at this time. If, comyrém our expectations, we determine that we
are or will be a PFIC for any taxable year, we wilbvide U.S. Holders with the information necegdarmake an effective QEF election with
respect to our common units.

Taxation of U.S. Holders Making“&ark-to-Markef’ Election. If we were to be treated as a PFIC for any texgbhr and, as we anticipate,
our units were treated as “marketable stock,” tlasmn alternative to making a QEF election, a Hdder would be allowed to make a “mark-
to-market” election with respect to our common sinitrovided the U.S. Holder completes and files F®8n 8621 in accordance with the
relevant instructions and related Treasury Regudatilf that election is made for the first yead.&. Holder holds or is deemed to hold our
common units and for which we are a PFIC, the Hi&@der generally would include as ordinary incomeach taxable year that we are a P
the excess, if any, of the fair market value oftth8. Holder's common units at the end of the téxgbar over the U.S. Holder’s adjusted tax
basis in the common units. The U.S. Holder alsoldvbe permitted an ordinary loss in respect ofegkeess, if any, of the U.S. Holder's
adjusted tax basis in the common units over thenfarket value thereof at the end of the taxabde yleat we are a PFIC, but only to the extent
of the net amount previously included in incomaassult of the mark-to-market election. A U.S. dt&gls tax basis in the U.S. Holder’s
common units would be adjusted to reflect any snchme or loss recognized. Gain recognized ondles exchange or other disposition of
common units in taxable years that we are a PFlGldvoe treated as ordinary income, and any lossgrézed on the sale, exchange or other
disposition of the common units in taxable yeasd the are a PFIC would be treated as ordinaryttofise extent that such loss does not ex
the net mar-to-market gains previously included in income by th&.Holder. Because the m-to-market election only applies to marketa




stock, however, it would not apply to a U.S. Holdéndirect interest in any of our subsidiariesttivere also determined to be PFICs.

If a U.S. Holder makes a mark-to-market electiandioe of our taxable years and we were a PFIC foiaa taxable year during which such
holder held our common units and for which (i) werevnot a QEF with respect to such U.S. Holder(ansuch U.S. Holder did not make a
timely mark-to-market election, such U.S. Holdemlbalso be subject to the more adverse rules ithestbelow in the first taxable year for
which the mark-to-market election is in effect aisb to the extent the fair market value of the.W8lder's common units exceeds the U.S.
Holder’'s adjusted tax basis in the common unithatend of the first taxable year for which the kai@-market election is in effect.
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Taxation of U.S. Holders Not Making a Timely QEFMark-to-Market Election If we were to be treated as a PFIC for any taxgbhr, a U.¢
Holder who does not make either a QEF election“onark-to-market” election for that year Koon-Electing Holde) would be subject to
special rules resulting in increased tax liabilitiyh respect to (i) any excess distribution (itee portion of any distribution received by the
Non-Electing Holder on our common units in a taxaldarin excess of 125.0% of the average annualliistins received by the Non-
Electing Holder in the three preceding taxable gy if shorter, the Non-Electing Holder’s holdipgriod for the common units), and (ii) any
gain realized on the sale, exchange or other dispo®f units. Under these special rules:

. the excess distribution or gain would be allocatgebly over the Nc-Electing Holde’s aggregate holding period for the common ui

. the amount allocated to the current taxable yedraay taxable year prior to the taxable year weeVfiest treated as a PFIC with respect
to the Nol-Electing Holder would be taxed as ordinary incoméhie current taxable ye:

. the amount allocated to each of the other taxaddesywould be subject to U.S. federal income takeahighest rate of tax in effect for
the applicable class of taxpayer for that year;

. an interest charge for the deemed deferral bemefild be imposed with respect to the resultingatsibutable to each such other taxable
year.

If we were treated as a PFIC, a U.S. Holder woelddguired to file Form 8621 annually with the IR81 would be required to comply with
other applicable filing requirements with respectite U.S. Holder’s units. In addition, if a NoneEting Holder who is an individual dies while
owning our common units, such Non-Electing Holdstscessor generally would not receive a step-tigxifbasis with respect to such units.

U.S. Holders are urged to consult their own tax astws regarding the applicability, availability anddvisability of, and procedure for,
making QEF, Mark-to-Market Elections and other avable elections with respect to us, and the U.SQldrl income tax consequences of
making such elections.

U.S. Return Disclosure Requirements for U.S. ladiai Holders

U.S. Individual Holders who hold certain speciffedeign financial assets, including stock in a fgrecorporation that is not held in an acca
maintained by a financial institution, with an aggate value in excess of $50,000, may be requiregiport such assets on IRS Form 8938
their U.S. federal income tax return. Penaltiedyafiy failure to properly complete and file Forr@3B. You are encouraged to consult with
your tax advisor regarding the possible applicatibthis disclosure requiremel

United States Federal Income Taxation of Non-U.Solders

A beneficial owner of our common units (other tlaapartnership, including any entity or arrangentexdted as a partnership for U.S. federal
income tax purposes) that is not a U.S. HoldemMi®a-U.S. Holder

Distributions

In general, distributions we make to a Non-U.S.dgolwill not be subject to U.S. federal income ¢axvithholding tax if the Non-U.S. Holder
is not engaged in a U.S. trade or business. INthe-U.S. Holder is engaged in a U.S. trade or lassindistributions we make will be subject tc
U.S. federal income tax to the extent those digtiams constitute income effectively connected wfitht Non-U.S. Holder’'s U.S. trade or
business. However, distributions made to a Non-Hdder that is engaged in a trade or businessheagxempt from taxation under an
income tax treaty if the income represented theiglmgt attributable to a U.S. permanent establesitrmaintained by the Non-U.S. Holder.

Sale, Exchange or Other Disposition of Common Units

The U.S. federal income taxation of Non-U.S. Hobden any gain resulting from the disposition of oammon units generally is the same as
described above regarding distributions. Howewveindividual NonU.S. Holder may be subject to tax on gain resulfiog the disposition ¢
our common units if the Non-U.S. Holder is presarthe United States for 183 days or more durirggtéixable year in which such disposition
occurs and meets certain other requirements.

Backup Withholding and Information Reporting

In general, payments of distributions or the prdseef a disposition of common units to a non-cosp®i).S. Holder will be subject to
information reporting requirements. These paymengsnon-corporate U.S. Holder also may be suljebackup withholding if the non-
corporate U.S. Holder:

. fails to timely provide an accurate taxpayer idédtion number

. is notified by the IRS that the U.S. Holder hasef@ito report all interest or distributions requite be shown on the U.S. Holder U.S.
federal income tax returns;

. in certain circumstances, fails to comply with apgible certification requirement

Non-U.S. Holders may be required to establish theémeption from information reporting and backup wihding on payments within the
unitholder’s United States, or through a U.S. papgrcertifying their status on IRS Form W-8BEN, 8%CI or W-8IMY, as applicable.

Backup withholding is not an additional tax. Ratteunitholder generally may obtain a credit foy amount withheld against its liability fi



U.S. federal income tax (and a refund of any amowithheld in excess of such liability) by acculkateompleting and timely filing a return
with the IRS.
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Non-United States Tax Consequences

Marshall Islands Tax Consequence. Because we and our subsidiaries do not, and wmstexpect that we and our subsidiaries will, eatd
business or operations in the Republic of The Maldblands, and because all documentation rel@tedr initial public offering was executed
outside of the Republic of The Marshall Islandgjemcurrent Marshall Islands law, no taxes or wotdings will be imposed by the Republic
of the Marshall Islands on distributions, includimgon a return of capital, made to unitholderdpsg as such persons do not reside in,
maintain offices in, nor engage in business inRkpublic of The Marshall Islands. Furthermore, tarp, capital gains or other taxes will be
imposed by the Republic of The Marshall Islandsh@npurchase, ownership or disposition by suchopersf our common units.

Canadian Federal Income Tax Consequencé&e following discussion is a summary of the mafle@ianadian federal income tax
consequences under tticome Tax AcfCanada) (or th€anada Tax Ac) that we believe are relevant to holders of commmaits who, for the
purposes of the Canada Tax Act and the CanadadJsttges Tax Convention 1980 (or tbenada-U.S. Treatyare, at all relevant times,
resident in the United States and entitled to fathe benefits of the Canada — U.S. Treaty and éda at arm’s length with us and Teekay
Corporation (otJ.S. Resident Holdeps This discussion takes into account all propas@eéndments to the Canada Tax Act and the regugatiol
thereunder that have been publicly announced lpndrehalf of the Minister of Finance (Canada) ptiothe date hereof and assumes that sut
proposed amendments will be enacted substantisly@osed. However, no assurance can be givesubhtproposed amendments will be
enacted in the form proposed or at all.

A U.S. Resident Holder will not be liable to taxden the Canada Tax Act on any income or gains atiémtby us to the U.S. Resident Holder ir
respect of such U.S. Resident Holder's common ppitsvided that (a) we do not carry on businesSanada for purposes of the Canada Tax
Act and (b) such U.S. Resident Holder does not Botth common units in connection with a businesserhon by such U.S. Resident Holder
through a permanent establishment in Canada faoges of the Canada-U.S. Treaty.

A U.S. Resident Holder will not be liable to taxdem the Canada Tax Act on any income or gain frlioenstale, redemption or other disposition
of such U.S. Resident Holder’'s common units, preglithat, for purposes of the Canada-U.S. Treath sammon units do not, and did not at
any time in the twelve-month period preceding thtedf disposition, form part of the business priypef a permanent establishment in
Canada of such U.S. Resident Holder.

In this regard, we believe that our activities affdirs and the activities and affairs of OPCO, arshall Island Limited Partnership in which
own a 100% limited partnership interest, are cotetln a manner that both we and OPCO are notiogron business in Canada and that
U.S. Resident Holders should not be consideree toalorying on business in Canada for purposeseoftinada Tax Act or the Canada-U.S.
Treaty solely by reason of the acquisition, holdidigposition or redemption of their common unit&e intend that this is and continues to be
the case, notwithstanding that Teekay Shipping tdth{a subsidiary of Teekay Corporation that isdes®t and based in Bermuda) provides
certain services to Teekay Offshore Partners LnB.@GPCO and obtains some or all such services wuleontracts with Canadian service
providers. However, we cannot assure this result.

Documents on Display

Documents concerning us that are referred to heneiynbe inspected at our principal executive headqts at 4th Floor, Belvedere Building,
69 Pitts Bay Road, Hamilton, HM 08, Bermuda. Thdseuments electronically filed via the SEC’s Elentc Data Gathering, Analysis, and
Retrieval (or EDGAR) system may also be obtainethfthe SEC’s website at www.sec.gov, free of chavgéom the SEC’s Public
Reference Section at 100 F Street, NE, Washindddd, 20549, at prescribed rates. Further infornmagio the operation of the SEC public
reference rooms may be obtained by calling the SEI5800-SEC-0330.

ltem 11. Quantitative and Qualitative Disclosures Aout Market Risk
Interest Rate Risk

We are exposed to the impact of interest rate asmpgmarily through our floating-rate borrowin@sgnificant increases in interest rates coulc
adversely affect operating margins, results of afi@ns and our ability to service debt. From timéeifme, we use interest rate swaps to reduce
exposure to market risk from changes in interestsral he principal objective of these contracts isiinimize the risks and costs associated
with the floating-rate debt.

In order to minimize counterparty risk, we only@&ninto derivative transactions with counterpartie® are rated A- or better by Standard &
Poor’s or A3 or better by Moody’s at the time oé tinansactions. In addition, to the extent possbie practical, interest rate swaps are entere
into with different counterparties to reduce coricaion risk.

The tables below provide information about finahmatruments as at December 31, 2012 that ardtsen® changes in interest rates. For (
obligations, the table presents principal paymantsrelated weighted-average interest rates byctsgenaturity dates. For interest rate swap:s
the table presents notional amounts and weiraverage interest rates by expected contractualrityatiates.



Long-Term Debt:

Variable Rate ($U.S®@
Variable Rate (NOK®)

Interest Rate Swaps:

Contract Amoun®)®)
Average Fixed Pay Ra®

Expected Maturity Date Fair Value
2013 2014 2015 2016 2017 Thereafter Total Liability
(in millions of U.S. dollars, except percentage:
210.¢ 755.¢ 82.4 79.8 186.C 239.¢ 1,554.( 1,452.:
38.C — — 69.¢ 107.¢ — 215.¢ 221.]
243t 104.7 229.¢ 100.z 72.% 755.% 1,506.( 270.%
2.C% 4.4% 4.2% 4.4% 1.2% 5.2% 4.2%
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(1) Rate refers to the weighted-average effectiterést rate for our debt, including the margirdpai our floating-rate debt and the average
fixed pay rate for interest rate swaps. The avefixge pay rate for interest rate swaps excludestlrgin paid on the floating-rate debt,
which as of December 31, 2012 ranged between 08093.25% based on LIBOR and between 4.75% and®bbésed on NIBOF

(2) Interest payments on U.S. Do-denominated debt and interest rate swaps are loaselOR.

(3) Interest payments on Norwegian Kroner-denoreithaiebt and interest rate swaps are based on NIBORNOK-denominated debt has
been economically hedged with two cross curren@pswto swap all interest and principal paymentaattrity into U.S. Dollars. Please
see the table in the Foreign Currency Fluctuatitsk Rection below and read Item 18. — Financiale®t@nts: Note 13 — Derivative
Instruments

(4) The average variable receive rate for interestgatps is set quarterly at th-month LIBOR or sen-annually at the -month LIBOR.

(5) Includes an interest rate swap where the LIBORnexteivable is capped at 3.5% on a notional amou$98.5 million maturing in 201!

Foreign Currency Fluctuation Risk

Our functional currency is U.S. dollars becaustusily all of our revenues and most of our opeatinsts are in U.S. Dollars. We incur cer
vessel operating expenses and general and admiivistexpenses in foreign currencies, the mosifgignt of which is the Norwegian Kroner
and, to a lesser extent, Australian Dollars, BraziReals, British Pounds, Euros and Singaporeab®lFor the years ended December 31,
and 2011, approximately 49.9% and 43.6%, respdgtivévessel operating costs and general and adtrative expenses were denominate
Norwegian Kroner. There is a risk that currencyfiiations will have a negative effect on the valtieash flows

We may continue to seek to hedge these currenciufition risks in the future. At December 31, 2048 ,were committed to the following
foreign currency forward contracts:

Contract Amount

in
Foreign Currency

Average Expected Maturity
Forward 2013
(thousands) Rate (1) (in thousands of U.S. Dollars
Norwegian Krone 195,00( 5.94 32,84¢
British Pounc 1,50(C 0.6t 2,32:
Euro 1,80( 0.7¢ 2,38:
37,55:

(1) Average forward rate represents the contracted atradforeign currency one U.S. Dollar will bt

We incur interest expense on our Norwegian Krorerethinated bonds; however we have entered intoss @urrency swap to economically
hedge the foreign exchange risk on the principdliaterest for these bonds. Please read Iltem lifian€ial Statements: Note 13 — Derivative
Instruments.

As at December 31, 2012, we were committed todHeviing cross currency swaps:

Fair Value /
Principal Principal Asset
Amount Amount Floating Rate Receivable Floating Rate Payable (Liability)
NOK uUsD Reference Reference Fixed Rate (Thousands o Remaining
(Thousands, Rate Margin Rate Margin Payable U.S. Dollars) Term (years)
600,00( 98,50( NIBOR 4.7%% LIBOR @ 5.04% 9,89( 0.¢
600,00( 101,40( NIBOR 5.7% 7.4%% 3,54¢ 4.1
13,43t

(1) LIBOR subsequently fixed at 1.1%, subject tdBOR rate receivable cap of 3.5%. Please read [t8m Financial Statements: Note 13 -
Derivative Instruments and Hedging Activitit
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Commodity Price Risk

We are exposed to changes in forecasted bunkecdsés for certain vessels being time-charteredandtfor vessels servicing certain contract
of affreightment. We may use bunker fuel swap @rtsr as economic hedges to protect against chambgesker fuel costs. As at
December 31, 2012, we were not committed to ankéufuel swap contracts.

Item 12. Description of Securities Other than Equiy Securities
Not applicable

PART Il

Item 13. Defaults, Dividend Arrearages and Delinquecies
Not Applicable.

Item 14. Material Modifications to the Rights of Uritholders and Use of Proceeds
Not applicable

Iltem 15. Controls and Procedures

We maintain disclosure controls and proceduresléfined in Rules 13a-15(e) and 15d-15(e) undeB#gwurities and Exchange Act of 1934, a:
amended (or the Exchange Act)) that are designeddare that (i) information required to be disetb& our reports that are filed or submittec
under the Exchange Act, are recorded, processatnatized, and reported within the time periods gjgekin the Securities and Exchange
Commission’s rules and forms, and (ii) informatiequired to be disclosed by us in the reports Weeofi submit under the Exchange Act is
accumulated and communicated to our managemehiding the principal executive and principal finaiofficers, or persons performing
similar functions, as appropriate to allow timebcéions regarding required disclosure.

We conducted an evaluation of our disclosure cémtind procedures under the supervision and wélpérticipation of the Chief Executive
Officer and Chief Financial Officer. Based on tivaleation, the Chief Executive Officer and Chiehdncial Officer concluded that our
disclosure controls and procedures are effectivef &ecember 31, 2012.

During the year ended 2012, we implemented a neeauatting system designed to improve the effectigermad efficiency of our accounting
and financial reporting processes. Although thiplamentation changed certain specific activitieghimithe accounting function, it did not
significantly affect the overall controls and prdoees followed by us in establishing internal colstiover financial reporting. Other than this
accounting system implementation, there have bearhanges in our internal control over financiglaging (as defined in Rule 13a-15(f)
under the Exchange Act) that occurred during ttee y@ded December 31, 2012 that have materialicttl or are reasonably likely to
materially affect our internal control over finaaktieporting.

The Chief Executive Officer and Chief Financial ioé do not expect that our disclosure controlsitarnal controls will prevent all errors and
all fraud. Although our disclosure controls andgadures were designed to provide reasonable asgush@achieving their objectives, a cont
system, no matter how well conceived and operat®d provide only reasonable, not absolute, asserat the objectives of the system are
met. Further, the design of a control system nmefigat the fact that there are resource constraamis the benefits of controls must be
considered relative to their costs. Because oirtherent limitations in all control systems, no leaion of controls can provide absolute
assurance that all control issues and instanciaud, if any, within us have been detected. Thelserent limitations include the realities that
judgments in decisic-making can be faulty, and that breakdowns canrdsecause of simple error or mistake. Additionatigntrols can be
circumvented by the individual acts of some persbygsollusion of two or more people, or by managatroverride of the control. The design
of any system of controls also is based partlyanain assumptions about the likelihood of futwergs, and there can be no assurance the
design will succeed in achieving its stated goaldeu all potential future conditions.

Management’s Report on Internal Control over Finangdal Reporting
Our management is responsible for establishingnaaidtaining for us adequate internal controls diremcial reporting.

Our internal controls were designed to provide @aable assurance as to the reliability of our faalreporting and the preparation and
presentation of the consolidated financial statam& external purposes in accordance with acéogmirinciples generally accepted in the
United States. Our internal controls over finanoggdorting include those policies and proceduras th) pertain to the maintenance of records
that, in reasonable detail, accurately and fagRect the transactions and dispositions of ouetas®) provide reasonable assurance that
transactions are recorded as necessary to perepagation of the financial statements in accordavittegenerally accepted accounting
principles, and that our receipts and expenditaresdeing made in accordance with authorizatiomsafagement and the directors; and 3)
provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, vselisposition of our assets that could
have a material effect on the financial statements.

We conducted an evaluation of the effectivenesmaiofnternal control over financial reporting basgubn the framework in Internal Control —
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway Commissidmns €valuation included review of
the documentation of controls, evaluation of theigie effectiveness of controls, testing of the afirg effectiveness of controls an



conclusion on this evaluation.

Because of its inherent limitations, internal cotgrover financial reporting may not prevent oreg¢imisstatements even when determined to
be effective and can only provide reasonable assaraith respect to financial statement preparadioth presentation. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegjbecause of changes in conditions, or
the degree of compliance with the policies and @doces may deteriorate. However, based on the &i@h) management believes that we
maintained effective internal control over finaneporting as of December 31, 2012.
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Our independent auditors, KPMG LLP, a registerddlipiaccounting firm, has audited the accompanyimgsolidated financial statements anc
our internal control over financial reporting. Thattestation report on the effectiveness of oterimal control over financial reporting can be
found on page F-2 of this Annual Report.

Item 16A. Audit Committee Financial Expert

The board of directors of our General Partner ledsrchined that director David L. Lemmon qualifiesaa audit committee financial expert
is independent under applicable NYSE and SEC stdada

Iltem 16B. Code of Ethics

Our general partner has adopted revised Stand&Rissiness Conduct that include a Code of Ethicafioour employees and the employees
and directors of our general partner. This docunteavailable under “About Us—Partnership Govermdrfiom the Home Page of our web
site (www.teekayoffshore.com). We intend to diselasnder “About Us—Partnership Governanitethe About Us section of our web site, i
waivers to or amendments of the Code of EthicsHferbenefit of any directors and executive officafreur general partner.

Item 16C. Principal Accountant Fees and Services

Our principal accountant for 2012 and 2011 was KPM®, Chartered Accountants. The following tablewh the fees we paid or accrued for
audit services provided by KPMG LLP for 2012 andd3MG LLP and Ernst & Young LLP for 2011.

2012 2011
(in thousands of U.S. dollar
Audit Fees®® $ 71¢ $ 1,131
Audit-related Fee® 17 _
Tax Feed 30 10
Total $ 768 $ 1,147

(1) Audit fees represent fees for professional servyicesided in connection with the audit of our cdigted financial statements, review
our quarterly consolidated financial statementsaumtit services provided in connection with othtatigory or regulatory filings,
including professional services in connection vifith review of our regulatory filings for our foll-on offering of common unit:

(2) Total audit fees incurred with respect to KPMIG3 were approximately $716,000 and $580,000 fdr28nd 2011, respectively. Total
audit fees incurred with respect to Ernst & YourgPlwere approximately nil and $551,000 for 2012 2841, respectively

(3) For 2012, aud-related fees relate primarily to assistance widltusbry reporting requirements and general accogrisisues

(4) For 2012 and 2011, tax fees relate primarily tgpooate tax compliance fee

The Audit Committee of our general partner’s Boafr@irectors has the authority to pre-approve pesibie audit-related and non-audit
services not prohibited by law to be performed byiadependent auditors and associated fees. Enmgage for proposed services either may
be separately pre-approved by the Audit Committeentered into pursuant to detailed pre-approvhtigs and procedures established by the
Audit Committee, as long as the Audit Committemfermed on a timely basis of any engagement edterte on that basis. The Audit
Committee separately pre-approved all engagement$e@s paid to our principal accountant in 2012.

Item 16D. Exemptions from the Listing Standards forAudit Committees
Not applicable

Item 16E. Purchases of Units by the Issuer and Affated Purchasers
Not applicable

Item 16F. Change in Registrant’s Certifying Accounant
Not applicable

Iltem 16G. Corporate Governance

There are no significant ways in which our corpemgdvernance practices differ from those followgdlbmestic companies under the listing
requirements of the New York Stock Exchange.

Item 16H. Mine Safety Disclosure
Not applicable
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PART IlI

Item 17. Financial Statements
Not applicable

Item 18. Financial Statements

The following financial statements, together whie telated reports of KPMG LLP, Independent Reggst®ublic Accounting Firm thereon,
and Ernst and Young LLP, Independent RegisteredidAbcounting Firm thereon, are filed as partluiEtAnnual Report:

Page
Reports of Independent Registered Public Accourfing F-1,F-2,F-3
Consolidated Financial Statement:
Consolidated Statements of Income (Lc F-4
Consolidated Statements of Comprehensive Incomss F-5
Consolidated Balance She F-6
Consolidated Statements of Cash Fl¢ F-7
Consolidated Statements of Changes in Total E« F-8
Notes to the Consolidated Financial Statem F-9

All schedules for which provision is made in thg@kgable accounting regulations of the SEC arerequired, are inapplicable or have been
disclosed in the Notes to the Consolidated FinaiSt@ements and therefore have been omitted.

Item 19. Exhibits
The following exhibits are filed as part of this iual Report:

1.1
1.2
1.3
14
15
1.6
1.7
1.8
21

2.2

2.3

2.4

4.1

4.2

4.3
4.4
4.5
4.6

Certificate of Limited Partnership of Teekay Offsh@artners L.P. (1

First Amended and Restated Agreement of Limitedrieaship of Teekay Offshore Partners L.P.
Certificate of Formation of Teekay Offshore GP ICL(1)

Amended and Restated Limited Liability Company Agnent of Teekay Offshore GP L.L.C. |
Certificate of Limited Partnership of Teekay Offsh@perating L.P. (1

Amended and Restated Agreement of Limited PartiefiT eekay Offshore Operating Partners L.P.
Certificate of Formation of Teekay Offshore OpergtGP L.L.C. (1

Amended and Restated Limited Liability Company Agnent of Teekay Offshore Operating GP L.L.C.

Agreement, dated November 25, 2010, among TeekEsh@t Partners L.P., Teekay Offshore Operating &ié Norsk Tillitsman
ASA for NOK 600,000,000 Senior Unsecured Bonds 20E3. (5)

Agreement, dated January 25, 2012, among Teekah@# Partners L.P. and Norsk Tillitsman ASA forl&00,000,000 Senior
Unsecured Bonds due 2017.

Agreement, dated January 25, 2013, among Teekah@# Partners L.P. and Norsk Tillitsman ASA forl&00,000,000 Senior
Unsecured Bonds due 20:

Agreement, dated January 25, 2013, among Teekah@# Partners L.P. and Norsk Tillitsman ASA forkN800,000,000 Senior
Unsecured Bonds due 20:

Agreement, dated June 26, 2003, for a U.S $453)00Revolving Credit Facility between Norsk Teekéldings Ltd., Den
Norske Bank ASA and various other banks

Agreement, dated October 2, 2006, for a U.S $940000@ Revolving Credit Facility between Teekay @éfie Operating L.P., Den
Norske Bank ASA and various other banks

Teekay Offshore Partners L.P. 2006 L-Term Incentive Plan (1

Amended and Restated Omnibus Agreemen

Administrative Services Agreement between Teekdgl@fe Operating Partners L.P. and Teekay Limig)

Advisory, Technical and Administrative Sees Agreement between Teekay Offshore Operatinmé&a L.P. and Teekay Limited



4.7
4.8
4.9

4.1C

411

4132

412

8.1
121
12.2
131

151

®3)
Administrative Services Agreement between Teekdgl@fe Partners L.P. and Teekay Limited
Agreement, dated September 10, 2009, between Beétvgirg AS and Varg L.L.C., relating to the pursbaf thePetrojarl Varg(4)

Agreement, dated March 8, 2011, between Teekayihtpdd_imited and Teekay Offshore Partners L.Pathed to the purchase of
limited partner interests of OPCO. |

Agreement, dated November 29, 2011, between Sewam®&ASA and Piranema L.L.C., relating to the pase of thd?iranema
Spirit. (6)

Agreement, dated February 23, 2012, among Piraheilm@. and Den Norske Bank ASA for a U.S. $130,000, debt facility
maturing in 2017

Agreement, dated September 11, 2012, between T&&kgpration and Teekay Offshore Partners L.Patiregj to the purchase of
theVoyageur Spiri. (7)

Business Development Services Agreement betweekayeeffshore Holdings L.L.C. and Teekay Shippingnited.
List of Subsidiaries of Teekay Offshore Partnei.

Rule 13-14(a)/15+14(a) Certification of Teekay Offshore Partners.’s Chief Executive Office

Rule 13-14(a)/15+14(a) Certification of Teekay Offshore Partners.’s Chief Financial Office

Teekay Offshore Partners L.P. Certification of P&eensen, Chief Executive Officer and Chief Finah©Officer, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Se@fiérof the Sarban-Oxley Act of 2002

Consent of Ernst & Young LLP, as independent regést public accounting firn
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15.2 Consent of KPMG LLP, as independent registeredipagicounting firm
101.INS XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schen
101.CAL XBRL Taxonomy Extension Calculation Linkba
101.DEF XBRL Taxonomy Extension Definition Linkbat
101.LAB XBRL Taxonomy Extension Label Linkba
101.PRE XBRL Taxonomy Extension Presentation Linkb.

(1)
(@)
(3)
(4)
(5)
(6)
(7)

Previously filed as an exhibit to our RegistratStatement on Form F-1 (File No. 333-13911&dfivith the SEC on December 4, 2006,
and hereby incorporated by reference to such Ratimt Statemen

Previously filed as Appendix A to our Rule 48%#) Prospectus filed with the SEC on DecembeR086, and hereby incorporated by
reference to such Prospect

Previously filed as an exhibit to our Amendmmliot 1 to Registration Statement on Form F-1 (Nide 333-139116), filed with the SEC
on December 8, 2006, and hereby incorporated leyeete to such Registration Statem

Previously filed as an exhibit to our Annualpg®e on Form 20-F (File No.1-33198), filed with t8&C on April 30, 2010, and hereby
incorporated by reference to such Annual Rej

Previously filed as an exhibit to our AnnualpRe on Form 20-F (File No.1-33198), filed with t8&C on April 11, 2011, and hereby
incorporated by reference to such Annual Rej

Previously filed as an exhibit to our AnnualpRe on Form 20-F (File No.1-33198), filed with t8&C on April 24, 2012, and hereby
incorporated by reference to such Annual Rej

Previously filed as an exhibit to our Reportkorm 6-K (File No.1-33198), filed with the SEC 8eptember 11, 2012, and hereby
incorporated by reference to such Reg
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SIGNATURE

The registrant hereby certifies that it meets fithe requirements for filing on Form 20-F and thdtas duly caused and authorized the
undersigned to sign this annual report on its Behal

TEEKAY OFFSHORE PARTNERS L.
By: Teekay Offshore GP L.L.C., its General Part

Date: April 11, 2013 By: /s/ Peter Evensen

Peter Evense
Chief Executive Officer and Chief Financial Offic
(Principal Financial and Accounting Office
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Unitholders of
Teekay Offshore Partners L.P.

We have audited the accompanying consolidated balsimeets of Teekay Offshore Partners L.P. anddiahes (the “Partnership”) as of
December 31, 2012 and 2011, and the related cdasedl statements of income (loss), comprehensagnie (loss), cash flows, and change
total equity for each of the years in the two yeariod ended December 31, 2012. These consolifiatattial statements are the responsibility
of the Partnership’s management. Our responsiliditp express an opinion on these consolidatenhiral statements based on our audits. Th
accompanying consolidated statements of incoms)(leemprehensive income (loss), cash flows, aat@és in total equity of the Partnership
for the year ended December 31, 2010, were aubiteddher auditors whose report thereon dated Afdril2011, expressed an unqualified
opinion on those statements, before the retrospeatijustment described in note 1 to the consa@ifihancial statements

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digs in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of the
Partnership as of December 31, 2012 and 2011 renesults of its operations and its cash flowsetarh of the years in the two year period
ended December 31, 2012, in conformity with U.Segelly accepted accounting principles.

We also have audited the adjustments describedtenInthat were applied to retrospectively adjostdonsolidated statement of income (loss)
for the year ended December 31, 2010 for the ptaBen of discontinued operations. In our opinisach adjustments are appropriate and ha
been properly applied. We were not engaged to angditew, or apply any procedures to the consddidiatatement of income (loss) for the y
ended December 31, 2010 of the Partnership othenwlith respect to the adjustments and, accordimgdydo not express an opinion or any
other form of assurance on the consolidated stateoféncome (loss) for the year ended DecembefB810 taken as a whole.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bio@nited States), the Partnership’s
internal control over financial reporting as of Batber 31, 2012, based on criteria establishedtémrial Control-Integrated Framework issued
by the Committee of Sponsoring Organizations offtteadway Commission and our report dated April2i,3 expressed an unqualified
opinion on the effectiveness of the Company’s imaécontrol over financial reporting.

Vancouver, Canad /sl KPMG LLP
April 11, 2013 Chartered Accountan
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Unitholders of
Teekay Offshore Partners L.P.

We have audited the accompanying consolidatednséatis of income (loss), comprehensive income (Jasgnges in total equity and cash
flows of Teekay Offshore Partners L.P. and subs@baor thePartnership) for the year ended December 31, 2010, prior éarétrospective
adjustment described in note 1 to the consolidfit@acial statements. These financial statememtshar responsibility of the Partnership’s
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the finataieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove, prior to the retrospective adjustmentrilesd in note 1 to the consolidated financial
statements, present fairly, in all material respettte consolidated results of the operations, ftasls and changes in total equity of Teekay
Offshore Partners L.P. and subsidiaries for the gaded December 31, 2010, in conformity with W4&erally accepted accounting princip

Vancouver, Canad /sl ERNST & YOUNG LLF
April 11, 2011 Chartered Accountan
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Unitholders of
Teekay Offshore Partners L.P.

We have audited Teekay Offshore Partners L.P. absidiaries (the “Partnership”) internal controko¥inancial reporting as of December 31,
2012, based on the criteria established in InteBaailtrol — Integrated Framework issued by the Caemiof Sponsoring Organizations of the
Treadway Commission (COSO). The Partnership’s mamagt is responsible for maintaining effective iing control over financial reporting
and for its assessment of the effectiveness ofriateontrol over financial reporting, includedtanagemeng Report on Internal Control ov
Financial Reporting in the accompanying Form 2@#&r responsibility is to express an opinion onRiagtnership’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8dé/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxe@r financial reporting, assessing the risk
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestave believe that our audit provides a
reasonable basis for our opinion.

An entity’s internal control over financial reparg is a process designed to provide reasonablesassuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. An
entity’s internal control over financial reportingcludes those policies and procedures that (Iajeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsecéiity; (2) provide reasonable assurance that
transactions are recorded as necessary to pempiagtion of financial statements in accordanck WiS. generally accepted accounting
principles, and that receipts and expendituref®Entity are being made only in accordance withaizations of management and directors
of the entity; and (3) provide reasonable assurasgarding prevention or timely detection of unawitted acquisition, use, or disposition of
entity’s assets that could have a material effadhe financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the Partnership maintained, imaditerial respects, effective internal control diieancial reporting as of December 31, 2012
based on the criteria established in Internal @brtintegrated Framework issued by the Commitfegponsoring Organizations of the
Treadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the consolidated
balance sheets of the Partnership as at Decemb2032 and 2011, and the related consolidatednséates of income (loss), comprehensive
income (loss), cash flows, and changes in totaitgfor each of the years in the two year periodexhDecember 31, 2012, and our report ¢
April 11, 2013, expressed an unqualified opiniortlorse consolidated financial statements.

Vancouver, Canad /s KPMG LLP
April 11, 2013 Chartered Accountan
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES (notes 1 and 2)
CONSOLIDATED STATEMENTS OF INCOME (LOSS)
(in thousands of U.S. dollars, except unit and parnit data)

Year Ended Year Ended Year Ended
December 31 December 31 December 31

2%12 2%11 2%10
REVENUES (note 12) 926,13 873,50: 840,66:
OPERATING EXPENSES
Voyage expense 116,11: 106,37 113,50¢
Vessel operating expens(notes 12 and 1: 284,71. 279,96: 255,56
Time-charter hire expens 56,98¢ 74,47¢ 89,79:
Depreciation and amortizatic 193,38: 176,48: 174,86:
General and administratiynotes 12 and 1: 74,39¢ 71,50¢ 61,19:
Write down of vessel(hote 19) 23,43( 36,86¢ 9,441
Loss on sale of vesse(note 19) 1,112 171 —
Restructuring charg(note 10) 1,11¢ 3,924 11¢
Total operating expense: 751,25: 749,77( 704,47
Income from vessel operation: 174,88t 123,73: 136,18t
OTHER ITEMS
Interest expens(notes 8 and 1z (47,799 (36,21¢) (36,57¢)
Interest incom 1,027 65¢ 84z
Realized and unrealized loss on derivative instntg(note 13) (26,349 (159,74 (55,66¢)
Foreign currency exchange (loss) g(note 13) (319 1,50(C 941
Other income- net(note 11) 1,53¢ 3,681 6,81(
Total other items (71,899 (190,12() (83,649
Income (loss) from continuing operations beforeme tax recovery (expens 102,98t (66,389 52,537
Income tax recovery (expens(note 14) 10,471 (6,679 9,71¢
Net income (loss) from continuing operatic 113,46! (73,069 62,25¢
Net income (loss) from discontinued operati(note 19) 9,55( (23,807) 16,60¢
Net income (loss 123,01! (96,877 78,86
Non-controlling interests in net income (loss) from tioning operation: 58 19,521 29,24(
Non-controlling interests in net income (loss) fromadistinued operatior — 2,927 8,13¢
Non-controlling interests in net income (los 58 22,45¢ 37,37¢
Dropdown Predeces¢'s interest in net income (los(note 2) — (15,07Y) (16,685
General Partn’s interest in net income (loss) from continuingragiens 10,19¢ 3,29z 3,72
General Partn’s interest in net income (loss) from discontinupdrations 85¢ 1,102 63€
General Partn’s interest in net income (los 11,05¢ 4,39¢ 4,35¢
Limited partner’ interest in net income (loss) from continuing opierss 103,21: (80,819 45,97"
Limited partners’ interest in net income (loss)freontinuing operations per common unit - ba:

(note 17) 1.4C (1.29 1.04
Limited partners’ interest in net income (loss)frgontinuing operations per common undliluted

(note 17) 1.4C (1.29 1.0¢
Limited partner’ interest in net income (loss) from discontinuedrapens 8,691 (27,837 7,83¢
Limited partners’ interest in net income (loss)frdiscontinued operations per unit - bgsiote

17) 0.12 (0.45) 0.1¢
Limited partners’ interest in net income (loss)frdiscontinued operations per unit - dilufedte

17) 0.12 (0.45) 0.1¢
Limited partner’ interest in net income (los 111,90: (108,64¢) 53,81:
Limited partner’ interest in net income (loss) per common + basic(note 17) 1.52 (1.7 1.22
Limited partner’ interest in net income (loss) per common + diluted (note 17) 1.52 (1.7 1.22
Weighte-average number of common units outstan« basic 73,750,95 62,362,07 44,278,15
Weightec-average number of common units outstane« diluted 73,750,95 62,362,07 44,278,15
Cash distributions declared per unit 2.04 1.9¢ 1.8¢

The accompanying notes are an integral part ofcimesolidated financial statements.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES (notes 1 and 2)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

(in thousands of U.S. dollars)

Net income (loss

Other comprehensive income (los

Unrealized net gain (loss) on qualifying cash fleadging instrumeni(note 13)
Realized net (gain) loss on qualifying cash flowldiag instrument(note 13)
Pension adjustmen

Other comprehensive income (loss)
Comprehensive income (loss

Non-controlling interest in comprehensive income (I¢
Dropdown Predeces¢'s interest in comprehensive income (lc
General and limited partn¢ interest in comprehensive income (lo

The accompanying notes are an integral part ofcimesolidated financial statements.

F-5

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
123,01 (96,87)) 78,86:
71z 31¢ (3,159
(217) (2,345 3,245
— — (909)
49¢€ (2,026) (820)
123,51 (98,897 78,04
492 22,88¢ 37,35¢
- (15,075 (17,469
123,01¢ (106,71.) 58,14¢
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES (notes 1 and 2)

CONSOLIDATED BALANCE SHEETS
(in thousands of U.S. dollars)

ASSETS

Current

Cash and cash equivalel

Accounts receivable, including n-trade of $7,714 (December 31, 2(- $7,714)
Vessels held for sa(note 4a)

Net investments in direct financing lea- current(note 9)
Prepaid expenst

Due from affiliates(note 121)

Current portion of derivative instrumer(note 13)

Other current asse

Total current assets

Vessels and equipmer

At cost, less accumulated depreciation of $1,089(BEcember 31, 201- $1,023,894
Advances on newbuilding contrax

Net investments in direct financing lea(note 9)

Derivative instrument(note 13)

Deferred tax ass(note 14)

Other asset

Intangible asset- net(note 6b)

Goodwill (note 6a)

Total assets

LIABILITIES AND EQUITY

Current

Accounts payabl

Accrued liabilities(note 7)

Due to affiliates(note 12I)

Current portion of derivative instrumer(note 13)
Current portion of lon-term debi(note 8)

Current portion of i-process revenue contra(note 6c¢)
Total current liabilities

Long-term debi(note 8)

Derivative instrument(note 13)

In-process revenue contra(note 6c¢)

Other lon¢-term liabilities, including an amount due to pareh$5.2 million at December 31, 20
Total liabilities

Commitments and contingenci(notes 8, 9, 13, and 1
Redeemable no-controlling interest (note 15b]
Equity

Non-controlling interest:

Partner’ equity

Accumulated other comprehensive i

Total equity

Total liabilities and total equity

Subsequent even(note 21)
The accompanying notes are an integral part ofcimesolidated financial statements.

F-6

As at As at
December 3. December 3.
2012 2011
$ $

206,33 179,93
91,87¢ 83,12¢
13,25( 19,00(

5,64 17,09¢
29,38¢ 36,96!
29,68: 6,13¢
12,39¢ 4,31¢

8 1,181
388,58 347,75¢
2,327,33 2,539,94!
127,28t 45,63°
27,56¢ 33,21(
2,91: 871
8,94¢ 391
28,11: 28,14¢
15,52] 21,64«
127,11. 127,11:
3,053,39. 3,144,72!
15,22( 16,73:
84,34¢ 82,48¢
47,81( 39,67¢
47,74¢ 46,39¢

248,38! 229,36!
12,74« 13,55(

456,25t 428,20¢
1,521,24 1,799,71

213,73. 244 ,99¢

101,29: 113,20:
26,81¢ 35,56¢

2,319,34  2,621,68
28,81 38,30
44,13t 40,62
661,15: 444 ,66!

(58) (554)

705,22¢ 484,73
3,053,39  3,144,72
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES (notes 1 and 2)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands of U.S. dollars)

Cash and cash equivalents provided by (usec
OPERATING ACTIVITIES
Net income (loss
Non-cash items
Unrealized (gain) loss on derivative instrume(note 13)
Depreciation and amortizatic
Loss on sale of vesse
Write down of vessel
Deferred income tax recove
Foreign currency exchange loss and o

Change in nc-cash working capital items related to operatingvais (note 16)

Expenditures for dry dockin

Net operating cash flow

FINANCING ACTIVITIES

Proceeds from drawdown of lo-term debi

Repayments of lor-term deb

Repayments of lor-term debt relating to Dropdown Predeces:
Prepayments of lor-term debr

Debt issuance cos

Purchase of 49% interest in Teekay Offshore OpegatiP.
Purchase of vessels from Teekay Corporée(note 16f)
Purchase of VOC equipment from Teekay Corporée(note 12j)
Proceeds from equity offerin

Expenses of equity offerin¢

Cash distributions paid by the Partners

Cash distributions paid by subsidiaries to-controlling interest:

Other

Net financing cash flow

INVESTING ACTIVITIES

Expenditures for vessels and equipmr
Proceeds from sale of vessels and equipt
Direct financing lease payments recei
Purchase cPiranema Spirit (note 1¢

Net investing cash flown

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of the ye

Cash and cash equivalents, end of the ye
Supplemental cash flow disclosi(note 16)

The accompanying notes are an integral part ofciwesolidated financial statements.

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
123,01! (96,877 78,86
(39,53¢) 107,86( 5,61¢
194,63 187,71( 190,34
7,09¢ 171 —
25,12 90,93’ 9,441
(8,80¢) (614) (15,756
2,54¢ 2,67 7,251
(17,44)) (11,296 34,46¢
(19,127) (26,40 (23,63
267,49: 254,16 286,58!
318,64! 457,53( 355,67¢
(146,16:) (110,69 (90,83%)
- - (41,909
(445,699 (125,567 (568,23
(4,36)) (682) (3,37))
— (386,26 —
— (60,687 (107,05))
(12,849 — —
265,39: 420,14¢ 419,98t¢
(8,169 (222) (18,49¢)
(160,90 (129,32) (85,07))
(8,787 (36,98() (77,23¢)
(3,120 8,05¢ 4,94¢
(206,00 35,31¢ (211,60()
(87,40¢) (148,48 (40,64Y)
35,23t 13,35¢ —
17,09: 20,94¢ 22,73¢
— (161,85)) —
(35,082 (276,029 (17,909
26,40¢ 13,45: 57,07¢
179,93 166,48 109,40°
206,33 179,93 166,48:
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES (notes 1 and 2)

CONSOLIDATED STATEMENTS OF CHANGES IN TOTAL EQUITY
(in thousands of U.S. dollars and units)

PARTNERS' EQUITY

Limited Partners

Dropdown
Predecessc
Common
Equity
$ Units

$

Subordinated

Units

$

General
Partner
$

Accumulated
Other
Comprehensive

Income (Loss)
(Note 13)

$

Non-
controlling
Interest
$

Total
Equity
$

Redeemabl

Non-
controlling
Interest
$

Balance as at

December 31, 200 (61,174 27,90(

348,07:

9,80(

(143,59()

8,58¢

(712)

219,69:

370,87:

Conversion of
subordinated units to
common unitgnote

17) —  9,80( (143,59()

Net income (16,685 —
Reclassification of

redeemable non-

controlling interest in

net income — —
Other comprehensive lo —
Cash distribution (1,879 —
Proceeds from follow-on

public offering, net of

offering costs of

$18,498(note 17) — 17,53¢
Dilution loss on initiation

of majority owned

subsidiary(note 15b’ — —
Equity contribution from

non- controlling

interest(note 15b) — —
Contribution of capital by

joint venture partne — —
Purchase of thEalcon

Spirit from Teekay

Corporation(note 12b’  (4,60¢€) —
Net change in Pare’s

equity in Dropdown

Predecessdnote 12b,

c, d) 30,49t —
Purchase of thAmundse!

Spirit from Teekay

Corporation(note 12d’ (3,496 —
Issuance of Teekay

Offshore Operating

L.P. units to non-

controlling interests

(note 12d, e — —
Conversion of

intercorporate debt to

equity (note 12¢e — —
Purchase of thBlansen

Spirit from Teekay

Corporation(note 12¢’ — —
Loss on acquisition of

interest rate swaps

(note 12¢g] — —
Purchase of thRio das

Ostrasfrom Teekay

Corporation(note 12¢, (103,249 —
Net liabilities of

53,81:

(80.761)

393,09:

(3,719

(6,555)

(15,599

(2,219

(28,51

26,32

(9,800)

143,591

4,35¢

(4,319

8,40(

(76)

(134)

(259)

(800)

37,37¢

(80€)
(20)

78,86

(80€)
(820)

(73,09;) (160,04()

(3,642)

40C

(15,289

33,46¢

31,47(

(30,72

(27,96%)

401,49:

(7,432

40C

(11,295

30,49t

(34,63))

33,46¢

31,47(

(32,987

(57,06)

(76,382)

80¢

(2,267

7,43:

35,75¢



Dropdown Predecessor
relating toRio das
Ostrasretained by
Teekay Corporation o
Dropdown(note 12c]

Net change in Pare's
equity in Dropdown

Predecessor relating to

Rio das Ostras (hote
12c)

Balance as at
December 31, 201

Net loss

Reclassification of
redeemable non-
controlling interest in
net income

Other comprehensive
(loss) income

Cash distribution

Contribution of capital by
joint venture partne

Contribution of capital
from Teekay
Corporation tdRio das
Ostras (note 12c¢

Proceeds from equity
offering, net of offerin
costs of $22Znote
12h, 17)

Purchase of 49% of
Teekay Offshore
Operating L.P(note
12h)

Conversion of
intercorporate debt to
equity (note 12f)

Purchase of Peary Spirit
LLC (note 12f)

Net change in Pare’s
equity in Dropdown
Predecessc(note 12i)

Purchase of Scott Spirit
LLC (note 12i)

Balance as at
December 31, 201

Net income

Reclassification of
redeemable non-
controlling interest in
net income

Other comprehensive
income

Cash distribution

Contribution of capital by
joint venture partne

Proceeds from equity
offering, net of offerin
costs of $8,164note
17)

Purchase of VOC
equipment from
Teekay Corporation
(note 12))

Balance as at
December 31, 201

(2,40 — — — — — 2,257 — (14¢) —
162,990  — — — — — — — 162,99 —
— 5523t 540,35 — — 16T 74F  170,87¢ 728,44 41,72t
(15,07 — (108,64 — — 4,396 —  22,45: (96,87Y) —
— — — — — — — (6,60)  (6,60) 6,601
— — — — — — (2,461) 435 (2,026 —
— —  (121,15) — —  (817) — (26,967 (156,28) (10,019
— — — — — — — 3,75 3,75 —
— — 1,96( — — 40 — — 2,00( —
—  1538¢ 411,52 — —  8,40: — — 419,92 —
— —  (254,23) — — (5189 1,16. (128,00) (386,26) —
— — — — — — — 36,90t 36,90 —
— — (5,380 — — (110) —  (32,23) (37,729 —
1251¢ — — — — — — —  12,51¢ —
255¢  — (34,880 — — (712) — — (33,030 —
— 70,627 42953 — — 1512 (554) 40,62: 484,73: _ 38,30
— — 111,90; — — 11,05 — 58 123,01 —
— — — — _ — — 452( 452 (4,520
— — — — — — 49€ — 49€ —
— —  (149,63) — — (11,279 — (3,815 (164,720 (4,979
— — — — — — — 2,75C 2,75 —
—  9,47¢ 251,92 — —  5,30¢ — — 257,22 —
— — (2,739 — — (56) — — (2,79 —
—  80,10¢ 640,99 — —  20,16: (58) 44,13t 705,22¢ 28,81

The accompanying notes are an integral part ofcivesolidated financial statemen
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)

1. Summary of Significant Accounting Policies
Basis of presentation

The consolidated financial statements have begraped in accordance with United States generatlg@ted accounting principles (or
GAAP). These financial statements include the accoafit®ekay Offshore Partners L.P., which is a lighipartnership organized under
the laws of the Republic of The Marshall Islantiswholly owned or controlled subsidiaries andEmepdown Predecessor (see note 2).
As discussed in note 19, the Partnership dispoSedrtain conventional tankers during the periolde Partnership has retrospectively
adjusted its prior period consolidated financiatasments to comparably classify the amounts relatéfte operations of these
conventional tankers as discontinued operations.

The preparation of consolidated financial statesméntonformity with GAAP requires management tdkenastimates and assumptions
that affect the amounts reported in the balancetsired accompanying notes. Actual results mayrdiféen those estimates.

The Partnership presents non-controlling ownerstigrests in subsidiaries in the consolidated for@rstatements within the equity
section, but separate from the Partners’ equityvéier, in instances in which certain redemptioriuiess that are not solely within the
control of the issuer are present, classificatibnam-controlling interests outside of permanentiggjs required. The holder of the non-
controlling interest of one of the Partnership’dsidiaries holds a put option which, if exerciseduld obligate the Partnership to
purchase the non-controlling interest (see notg.1¥&ba result, the non-controlling interest thasubject to this redemption feature is no
included on the Partnership’s consolidated balaheet as part of the total equity and is presessa@deemable non-controlling interest
above the equity section but below the liabilisestion on the Partnership’s consolidated balaheets

Certain of the comparative figures have been reiflad to conform with the presentation adoptethi current period relating to the
reclassification of certain financing cash flownitg into other financing cash flows on the Partnipisitonsolidated statements of cash
flows.

Foreign currency

The consolidated financial statements are statéti$h Dollars and the functional currency of thetfership and its subsidiaries is the
U.S. Dollar. Transactions involving other curremscituring the year are converted into U.S. dollaisgithe exchange rates in effect ai
time of the transactions. At the balance sheetsgatenetary assets and liabilities that are denat®ihin currencies other than the
U.S. dollar are translated to reflect the year-exchange rates. Resulting gains or losses areteflseparately in the accompanying
consolidated statements of income (loss).

Operating revenues and expenses

The Partnership recognizes revenues from time ettaaind bareboat charters daily over the termeo€hiarter as the applicable vessel
operates under the charter. The Partnership ddescmynize revenue during days that the vessdf tsire. Shuttle tanker voyages
servicing contracts of affreightment with offshaiéfields commence with tendering of notice ofdieess at a field, within the agreed
lifting range, and ends with tendering of noticeeddiness at a field for the next lifting. Recaiptncentive-based revenue from the
Partnership’s floating, production, storage andbaffing (orFPSO) units is dependent upon its operating performamtesuch revenue
is recognized when earned by fulfillment of the laggile performance criteria. Time-charter contsabit are accounted for as direct
financing leases are reflected on the balance shsatet investments in direct financing leases.lg&ase revenue is recognized on an
effective interest rate method over the lease terthis included in revenues. All other revenuemfimyage charters are recognized on &
percentage of completion method. The Partnersted agdischarge-to-discharge basis in determiningepéage of completion for all
voyage charters, whereby it recognizes revenueélyafiiom when product is discharged (unloadedhatdénd of one voyage to when it is
discharged after the next voyage. The Partnershggs dot begin recognizing revenue until a charsrideen agreed to by the customer
and the Partnership, even if the vessel has digelats cargo and is sailing to the anticipated lpart on its next voyage. The
consolidated balance sheets reflect the deferretpmf revenues and expenses, which will be ehoreéncurred, respectively, in
subsequent periods.

Voyage expenses are all expenses unique to ayartimyage, including bunker fuel expenses, pegsf cargo loading and unloading
expenses, canal tolls, agency fees and commissdfassel operating expenses include crewing, repailsmaintenance, insurance,
stores, lube oils and communication expenses. \lgagenses and vessel operating expenses are immbgien incurred.

Cash and cash equivalents

The Partnership classifies all highly liquid invesints with an original maturity date of three manth less when purchased as cash anc
cash equivalents.

Accounts receivable and allowance for doubtful acamts

Accounts receivable are recorded at the invoicedustnand do not bear interest. The allowance fobtfal accounts is the Partnership’s
best estimate of the amount of probable crediel®ds existing accounts receivable. The Partnerdstigrmines the allowance based on
historical write-off experience and customer economic data. Then@atip reviews the allowance for doubtful accouetgilarly anc



past due balances are reviewed for collectab#ibcount balances are charged off against the atioeavhen the Partnership believes
that the receivable will not be recovered.
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Vessels and equipment

All pre-delivery costs incurred during the constioie of newbuildings, including interest, supereisiand technical costs, are capitalized
The acquisition cost and all costs incurred toarestised vessels purchased by the Partnership gighdards required to properly sen
the Partnership’s customers are capitalized.

Vessel capital modifications include the additidmew equipment or can encompass various modifinatto the vessel which are aimed
at improving and/or increasing the operationalcgdficy and functionality of the asset. This typexpenditure is amortized over the
estimated useful life of the modification. Expendits covering recurring routine repairs or mainteeaare expensed as incurred.

Depreciation is calculated on a straight-line basisr a vessel's estimated useful life, less aimased residual value. Depreciation is
calculated using an estimated useful life of 2@%g/ears for conventional and shuttle tankers @ntb 25 years for FPSO units,
commencing the date the vessel is delivered frasttipyard, or a shorter period if regulations prévthe Partnership from operating the
vessel for the estimated useful life. Floating at@r and off take (or FSO) units are depreciated tneterm of the contract. Depreciation
of vessels and equipment (including depreciatitribatable to the Dropdown Predecessor) for thesyeaded December 31, 2012, 2011
and 2010, totalled $161.2 million, $146.2 milliemd $142.7 million, respectively. Depreciation angbortization includes depreciation

all owned vessels.

Interest costs capitalized to vessels and equipfetie years ended December 31, 2012, 2011, @hd taled $1.5 million, $5.9
million and $10.9 million, respectively.

Generally, the Partnership dry docks each shuatikar and conventional oil tanker every two analéto five years. FSO and FPSO
units are generally not dry docked. The Partnersjptalizes a portion of the costs incurred dudngdocking and amortizes those cost:
on a straight-line basis from the completion ofyadbcking over the estimated useful life of thg dock. The Partnership includes in
capitalized dry docking those costs incurred asqfathe dry docking to meet regulatory requirensent expenditures that either add
economic life to the vessel, increase the vessalring capacity or improve the vessel's operatiifigiency. The Partnership expenses
costs related to routine repairs and maintenanderpeed during dry docking that do not improve aigrg efficiency or extend the
useful lives of the assets.

Dry-docking activity for the three years ended Deber 31, 2012, 2011, and 2010 is summarized assll

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ $ $

Balance at beginning of the year 60,15¢ 71,34¢ 86,13
Cost incurred for dry dockin 19,10: 24,50 24,86¢
Dry-docking amortizatiol (27,35¢) (34,46¢) (39,659
Write down / sale of capitalized -dock expenditur (5,996 (1,237) —
Balance at end of the ye 45,90¢ 60,15¢ 71,34¢

Vessels and equipment that are “held and useddssessed for impairment when events or circumsiandeate the carrying amount of
the asset may not be recoverable. If the asset'sangying value exceeds the net undiscounted ftasis expected to be generated over
its remaining useful life, the carrying amount o asset is reduced to its estimated fair value.egtimated fair value for the
Partnership’s impaired vessels is determined udisgpunted cash flows or appraised values. In osbese an active second hand sale
and purchase market does not exist, the Partnenskipa discounted cash flow approach to estirhatiair value of an impaired vessel.
In cases where an active second hand sale andgseramarket exists an appraised value is useditoatstthe fair value of an impaired
vessel. An appraised value is generally the amtienPartnership would expect to receive if it wersell the vessel. Such appraisal is
normally completed by the Partnership.

Direct financing leases

The Partnership employs a number of vessels ontienmg time charters and assembles, installs, opeaatd leases equipment that
reduces volatile organic compound emissions/@C equipmenk during loading, transportation and storage ofaill oil products. The
longterm time charters and the leasing of some VOCpenent are accounted for as direct financing leasiis,lease payments receiv
by the Partnership being allocated between th@mestment in the lease and other income usingtieetive interest method so as to
produce a constant periodic rate of return ovetdhse term.

Debt issuance costs

Debt issuance costs, including fees, commissioddemyal expenses, are deferred and presented esnath-current assets and amortized
on an effective interest rate method over the tefrithe relevant loan. Amortization of debt issuanosts is included in interest expense.
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Gooduwill and intangible assets

Goodwill is not amortized, but reviewed for impa@mnt at the reporting unit level on an annual basisiore frequently if an event occurs
or circumstances change that would more likely thatnreduce the fair value of a reporting unit kelts carrying value. When goodwill
is reviewed for impairment, the Partnership magteie assess qualitative factors to determine véreathis more likely than not that the
fair value of a reporting unit is less than itsrgarg amount, including goodwill. Alternatively, éfPartnership may bypass this step and
use a fair value approach to identify potentialdeitl impairment and, when necessary, measure ithauat of impairment. The
Partnership uses a discounted cash flow modeltardae the fair value of reporting units, unlgssre is a readily determinable fair
market value. Intangible assets are assessed pairiment when and if impairment indicators exish. ikpairment loss is recognized if
the carrying amount of an intangible asset is aobverable and its carrying amount exceeds its/édire.

The Partnership’s intangible assets are amortized their respective lives with the amount amodieach year being weighted based or
the projected revenue to be earned under the csitra

Derivative instruments

All derivative instruments are initially recordetfair value as either assets or liabilities in #Hteompanying consolidated balance sheet:
and subsequently remeasured to fair value, regardiethe purpose or intent for holding the deieatThe method of recognizing the
resulting gain or loss is dependent on whethed#révative contract is designed to hedge a spetsficand also qualifies for hedge
accounting. The Partnership does not apply hedgeuating to its derivative instruments, exceptdertain foreign exchange currency
contracts and certain types of interest rate swhagidt may enter into the future (see note 13).

When a derivative is designated as a cash flowédnatig Partnership formally documents the relatignbetween the derivative and the
hedged item. This documentation includes the giyadéad risk management objective for undertakimghttdge and the method that will
be used to assess the effectiveness of the hedgehaklge ineffectiveness is recognized immedidtearnings, as are any gains and
losses on the derivative that are excluded fromasessment of hedge effectiveness. The Partnelséipnot apply hedge accounting if
it is determined that the hedge was not effectiveith no longer be effective, the derivative waddsor exercised, or the hedged item \
sold, repaid or no longer possible of occurring.

For derivative financial instruments designated quadlifying as cash flow hedges, changes in thevilue of the effective portion of the
derivative financial instruments are initially reded as a component of accumulated other comprisfeeinsome in equity. In the perio
when the hedged items affect earnings, the assddair value changes on the hedging derivativegransferred from equity to the
corresponding earnings line item in the consolidatatements of income (loss). The ineffectiveiporbf the change in fair value of the
derivative financial instruments is immediatelyagnized in the consolidated statements of incooss]| If a cash flow hedge is
terminated and the originally hedged items is stilisidered possible of occurring, the gains aegds initially recognized in equity
remain there until the hedged item impacts earniagahich point they are transferred to the cqroesling earnings line item in the
consolidated statements of income (loss). If thadglkd items are no longer possible of occurring,tworecognized in equity are
immediately transferred to the earnings line iterthie consolidated statements of income (lossh<Gand losses from the Partnership’s
hedge accounted foreign currency forward contrai@gecorded primarily in vessel operating expeasesgeneral and administrative
expenses.

For derivative financial instruments that are nesignated or that do not qualify as accounting Bedmder Financial Accounting
Standards Board (6tfASB) Accounting Standards Codification (@6C) 815, Derivatives and Hedgingthe changes in the fair value of
the derivative financial instruments are recognireearnings. Gains and losses from the Partnésshim-designated foreign currency
forward contracts and interest rate swaps are dedon realized and unrealized gains (losses) anat&ve instruments in the
consolidated statements of income (loss). Gaindassis from the Partnership’s non-designated awsency swaps are recorded in
foreign currency exchange gain (loss) in the cadatéd statements of income (loss).

Employee pension plans

The Dropdown Predecessor has defined benefit peip&ms covering certain of its employees. The Do Predecessor accrues the
costs and related obligations associated withgfiidd benefit pension plans based on actuariapotations using the projected benefits
obligation method and managemseritest estimates of expected plan investment pedioce, salary escalation, and other relevant fa
For the purpose of calculating the expected retmrplan assets, those assets are valued at fag.vEhe overfunded or underfunded
status of the defined benefit pension plan is retzegl as assets or liabilities in the consoliddi@idnce sheets. Gains or losses that arise
during a period but that are not recognized asqfaret periodic benefit costs in the current pedoe recognized as a component of
accumulated other comprehensive income (loss).

Income taxes

The Partnership’s Norwegian, Australian and Branilsubsidiaries are subject to income taxes. Thedtahip accounts for such taxes
using the liability method. Under the liability nheid, deferred tax assets and liabilities are reizegifor the anticipated future tax effects
of temporary differences between the financialestetnt basis and the tax basis of the Partnershgs'sts and liabilities using the
applicable jurisdictional tax rates. A valuatiotoalance for deferred tax assets is recorded whismibre likely than not that some or



of the benefit from the deferred tax asset will betrealized.

Recognition of uncertain tax positions is dependgain whether it is more-likely-than-not that a pmsition taken or expected to be
taken in a tax return will be sustained upon exaim, including resolution of any related appeal$itigation processes, based on the

technical merits
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of the position. If a tax position meets the makely-than-not recognition threshold, it is measute determine the amount of benefit to
recognize in the consolidated financial statembat®d on guidance in the interpretation. The Paftierecognizes interest and pena
related to uncertain tax positions in income tapemse.

Accumulated other comprehensive income (loss)

The following table contains the changes in thahedts of each component of accumulated other cérapsese income (loss) for the
periods presented:

Qualifying Cash

Flow Hedging Pension
Instruments Adjustments Total
$ $ $
Balance as at December 31, 2009 765 (1,477 (712
Other comprehensive income (lo 10¢ (909) (800)
Net liabilities of Dropdown Predecessor relatinRio
das Ostragetained by Teekay Corporation on
Dropdown(note 12c (129 2,38¢ 2,251
Balance as at December 31, 2( 745 — 745
Other comprehensive lo (2,46)) — (2,46))
Purchase of 49% of Teekay Offshi
Operating L.P 1,162 — 1,162
Balance as at December 31, 2( (5549) — (5549)
Other comprehensive incor 49€ — 49€
Balance as at December 31, 2( (58) — (58)

2. Dropdown Predecesso

The Partnership has accounted for the acquisiiomerests in vessels from Teekay Corporation targsfer of a business between
entities under common control. The method of actingrfor such transfers is similar to the poolifgraerests method of accounting.
Under this method, the carrying amount of net assstognized in the balance sheets of each congpamitity are carried forward to the
balance sheet of the combined entity, and no @thsgts or liabilities are recognized as a resuli@tombination. The excess of the
proceeds paid, if any, by the Partnership over @g€korporation’s historical cost is accounted aa equity distribution to Teekay
Corporation. In addition, transfers of net assetsvben entities under common control are accouoteas if the transfer occurred from
the date that the Partnership and the acquirecisew®re both under the common control of Teekayp@ation and had begun
operations. As a result, the Partnership’s findretetements prior to the date the interests ingh@ssels were actually acquired by the
Partnership are retroactively adjusted to includeresults of these vessels (Fecon Spirit,the Cidade de Rio das Ostrgsr Rio das
Ostras), theAmundsen Spirénd theScott Spirit, collectively referred to herein as tbeopdown PredecessQrduring the periods they
were under common control of Teekay Corporation.

On April 1, 2010, the Partnership acquired fromKeseCorporation an FSO unit, tR@lcon Spirit, together with its time-charter-out
contract. To account for the common control traneféheFalcon Spirit, the Partnership’s net income and comprehensanie on the
Partnership’s financial statements were increageBb® million for the year ended December 31, 2010

On October 1, 2010, the Partnership acquired freek@y Corporation an FPSO unit, fi® das Ostras The Partnership’s financial
statements to account for the common control tearafftheRio das OstragPSO unit decreased the Partnership’s net incomhe an
comprehensive income by ($8.3) million and ($9.1)iom, respectively, for the year ended December2)10.

On October 1, 2010, the Partnership acquired freek@y Corporation a shuttle tanker unit, Amundsen Spirit The Partnership’s
financial statements to account for the commonrebiransfer of theAmundsen Spirghuttle tanker decreased the Partnership’s net
income and comprehensive income by ($9.3) millfonthe year ended December 31, 2010.

On October 1, 2011, the Partnership acquired freek@y Corporation a shuttle tanker unit, 8oatt Spirit The Partnership’s financial
statements to account for the common control tearafftheScott Spiritshuttle tanker increased the Partnership’s netdods
comprehensive loss by $15.1 million, for the yesdesl December 31, 2011.

Teekay Corporation uses a centralized treasurgsysAs a result, cash and cash equivalents atititrito the operations of the
Dropdown Predecessor were in certain casaniogied with cash and cash equivalents from otiperations of Teekay Corporation. T
cash and cash equivalents are not reflected ibdlance sheet of the Dropdown Predecessor. Howawgicash transactions from these
bank accounts that were made on behalf of compamitbe Dropdown Predecessor, which were acquiyetthd Partnership, are reflected
as increases or decreases of advances from &filiany other cash transactions from these bantuats that were directly related to the
operations of the Dropdown Predecessor are reflexdencreases or decreases in owner’s equityeiR#ntnership’s financial statements.
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For periods prior to the Partnership’s acquisitbthe Rio das Ostrasthe vessel was used as collateral for certaiditcizcilities (Rio
das Ostras Credit Facility. TheRio das Ostraspro-rata share of the Rio das Ostras Credit Fadilits been allocated to the Dropdown
Predecessor. The prata share was determined using the relative firevof the Rio das Ostras business compared taithealue of al
net assets used as collateral for this facilitye Rio das Ostras Credit Facility was used to gartimance the purchase of this unit.
Interest has been allocated to the Dropdown Predecéased on theio das Ostrasespective share of this facility. In addition, Kag
Corporation used certain of its corporate fac#itie finance the remaining portion of the acquisitdf theRio das Ostras Interest has
been allocated to the Dropdown Predecessor bastge@mount drawn on this facility at the time tod acquisition and Teekay
Corporation’s weighted average borrowing cost.ddiion, Teekay Corporation had entered into ceriatierest rate swaps. TReo das
Ostras’pro-rata share of these interest rate swaps hasdleeated to the Dropdown Predecessor. The peostzare was determined
using the relative collateral fair values of R® das Ostra€redit Facilities.

General and administrative expenses (consistinggrily of salaries, defined benefit pension plandfits, and other employee related
costs, office rent, legal and professional feed,teavel and entertainment) were allocated to thepBown Predecessor based on
estimated use of resources. In addition, Teekap@ation entered into certain foreign exchange &drcontracts to minimize the imp
from changes in the foreign exchange rate betweeiNbrwegian Kroner and the US Dollar on its opegaexpenditures. A portion of
these foreign exchange forward contracts have aeeounted for as hedges and were allocated toryedown Predecessor based on
relative amount of Norwegian Kroner expendituresifrtheRio das Ostrasompared to Teekay Corporation’s other operationsvhich
the contracts were entered into.

The consolidated financial statements reflect thesolidated financial position, results of openasi@and cash flows of the Partnership

its subsidiaries, including, as applicable, thef@imvn Predecessor. In the preparation of theseotidaged financial statements, general
and administrative expenses, interest expenseeatided and unrealized gains (losses) on non-datgdrderivative instruments were not
identifiable as relating solely to each specifissa. Amounts have been allocated to the Dropdawddeessor for general and
administrative expenses, interest expense andedadind unrealized gains (losses) on non-desigaatéehtive instruments for the years
ended December 31, 2011 and 2010, respectivelyn(ges 12b, c, d, and i). Management believes thkbseations reasonably present
general and administrative expenses, interest eepamd realized and unrealized gains (lossesposasignated derivative instruments
of the Dropdown Predecessor. Estimates have beda wiaen allocating expenses from Teekay Corporatidhe Dropdown
Predecessor and such estimates may not be reflegftactual results.

Adoption of New Accounting Pronouncement:

In January 2012, the Partnership adopted an amentdmEASB ASC 820Fair Value Measurementwhich clarifies or changes the
application of existing fair value measurementsluding: that the highest and best use and valugiiemise in a fair value measurement
are relevant only when measuring the fair valupasffinancial assets; that a reporting entity shomdgsure the fair value of its own
equity instrument from the perspective of a magaaticipant that holds that instrument as an assgtermit an entity to measure the fair
value of certain financial instruments on a neidbeather than based on its gross exposure wheretiogting entity manages its financial
instruments on the basis of such net exposurejrtthe absence of a Level 1 input, a reportingteshould apply premiums and
discounts when market participants would do so wiréning the asset or liability consistent with i@t of account; and that premiums
and discounts related to size as a characteristieaeporting entity’s holding are not permitiada fair value measurement. The
adoption of this standard did not have an impadherPartnership’s consolidated financial statesettter than the disclosures as
presented in note 4 — Financial Instruments.

Financial Instruments
Fair value measurements
The following methods and assumptions were usedtimate the fair value of each class of financistrument:

Cash and cash equivalents The fair value of the Partnership’s cash and eaglivalents approximate their carrying amounterigg in
the accompanying consolidated balance sheets dbe turrent nature of the amounts.

Vessels and equipment and vessels held for sal@he estimated fair value of the Partnership’seksand equipment and vessels held
for sale is determined based on discounted casls ftw appraised values. In cases where an actbandénand sale and purchase market
does not exist, the Partnership uses a discouatddftow approach to estimate the fair value of@paired vessel. In cases where an
active second hand sale and purchase market extistégpraised value is generally the amount the@&ahip would expect to receive i
were to sell the vessel. Such appraisal is nornzaliypleted by the Partnership.

In December 2012, the Partnership determined tehttile tankerNavion Norvegig was impaired and wrote down the carrying value ¢
this vessel to its estimated fair value of $18.0iom, due to a change in operating plan for ttessel. The Partnership used a discountec
cash flow approach to value the vessel. Such atgeé used estimates of future operating life {2ars based on the estimated
remaining trading life of this vessel), future raues ($37.2 million based on field production fasts and the availability of contracts of
affreightments suitable for the vessel), operasind dry-dock expenditures ($20.5 million), a realdwalue ($6.5 million based on the
vessel's light weight tonnage and the price oflst@@d a discount rate (7.9%) that approximatesabighted average cost of capital of a
market participant



Contingent consideration liability —On October 1, 2011, the Partnership acquired freek@y Corporation a newbuilding shuttle tan
the Scott Spirit, for $116.0 million. The purchase price is subjecadjustment for up to an additional $12 millleessed upon incremental
shuttle tanker revenues above projections usethéosales price valuation generated during theywass following the acquisition. The
fair value of the liability is the estimated amotimit the Partnership would pay Teekay CorporatioiSeptember 30, 2012 and 2013,
taking into account the Partnership’s secured ectgr new projects, and forecasted revenues. Timeagsd amount is the present value

of the future cash flows.
F-13



Table of Contents

TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)

Changes in fair value during the year ended DeceR®ibe2012 and 2011, for the Partnership’s contihgensideration liability, relating
to the acquisition of th8cott Spirit(see note 12i), that is measured at fair value @tarring basis using significant unobservableaitap
(Level 3) are as follows:

Year Ended
December 31, 201 December 31, 201
$ $

Fair value at beginning of period (10,89 —
Initial liability included in Partner equity — (10,087
Partial settlement of liabilit 5,87( —
Unrealized loss included in Other inco- net (657) (812
Fair value at end of peric (5,689 (10,899

The estimated fair value of the Partnership’s cayent consideration liability is based in part uplo@ Partnership’s projection of
incremental revenue secured during the period Bemptember 1, 2011 to October 1, 2013, based phnarithe estimated number of
new ship days, the daily rate for those new shigsdaursuant to new contracts, and the changdéroraexisting ship days. The
estimated fair value of the consideration liability of December 31, 2012 is based upon estimatedinip days of 219 days (787 days —
December 31, 2011) at an average daily hire ra$58f255 ($53,043 — December 31, 2011) and a netase in the daily rate of $15,532
($nil — December 31, 2011) for 365 (nil — Decem®Er2011) existing ship days. In developing andwating these estimates, the
Partnership has used the actual number of newdstyip and corresponding daily hire rate for theqaesubsequent to September 30,
2011, but prior to the date of valuation, forecéstduture periods and probabilities of such resws well as the minimum (zero) and
maximum ($12.0 million) payout amount as providedif the contingent consideration formula. A diffiet number of days, average
daily hire rates, or probability of achieving thaksys and average daily hire rate, would resudt liower fair value liability. On October
2012, the Partnership repaid a portion of the liighiwhich at the repayment date was $5.9 million.

Long-term debt — The fair values of the Partnership’s variable-tahg-term debt are either based on quoted marles or estimated
using discounted cash flow analyses, based on catesntly available for debt with similar termsda®maining maturities and the curr
credit worthiness of the Partnership.

Derivative instruments — The fair value of the Partnership’s derivativstinments is the estimated amount that the Patipensould
receive or pay to terminate the agreements atefherting date, taking into account current interatgs, foreign exchange rates and the
current credit worthiness of both the Partnershiph #he derivative counterparties. The estimateduenrnig the present value of future c
flows. The Partnership transacts all of its defisainstruments through investment-grade ratednfiied institutions at the time of the
transaction and requires no collateral from thasétutions. Given the current volatility in theedit markets, it is reasonably possible tha
the amount recorded as a derivative liability cotddy by a material amount in the near term.

The Partnership categorizes its fair value estimmasing a fair value hierarchy based on the inpsésl to measure fair value. The fair
value hierarchy has three levels based on thebiktjaof the inputs used to determine fair valigefallows:

Level 1. Observable inputs such as quoted pricestine markets;
Level 2. Inputs, other than the quoted prices tivaanarkets, that are observable either direatlyndirectly; and

Level 3. Unobservable inputs in which there idditir no market data, which require the reportintitg to develop its own
assumptions.

The following table includes the estimated fairneabnd carrying value of those assets and liaslitiat are measured at fair value on a
recurring and non-recurring basis, as well as stienated fair value of the Partnership’s finanaistruments that are not accounted for a
fair value on a recurring basis.

F-14



Table of Contents

TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)

December 31, 201; December 31, 201

Fair Value Carrying Fair Carrying Fair
Amount Value Amount Value
Hierarchy Asset (Liability) Asset (Liability) Asset (Liability) Asset (Liability)
Level $ $ $ $
Recurring:
Cash and cash equivalel Level 1 206,33¢ 206,33¢ 179,93« 179,93:
Contingent consideratic Level 3 (5,687 (5,687 (20,899 (10,899
Derivative instrument(note 13)
Interest rate swap agreeme Level 2 (270,73) (270,73) (297,979 (297,979
Cross currency swap agreem Level 2 13,43¢ 13,43t 2,671 2,67
Foreign currency forward contrac Level 2 2,15: 2,15: (1,07¢) (1,07¢)
Non-Recurring:
Vessels held for sa Level Z 13,25( 13,25( 19,00( 19,00(
Vessels and equipme(note 19) Level & 17,97¢ 17,97¢ — —
Vessels and equipme(note 19) Level Z — — 42,84¢ 42,84¢
Other:
Long-term debt- public (note 8) Level 1 (215,64) (221,086 (100,41) (100,96
Long-term debt- nor-public (note 8) Level Z (1,553,99) (1,452,13)) (1,928,659 (1,800,111

b) Financing receivables

The following table contains a summary of the Renghip’s financing receivables by type of borrowed the method by which the

Partnership monitors the credit quality of its ficang receivables on a quarterly basis:

Year Ended Year Ended
December 31, 201 December 31, 201
Credit Quality Indicator Grade $ $

Direct financing leases Payment activity Performing 33,21t 50,30¢

5. Segment Reporting

The Partnership is engaged in the internationalmadransportation of crude oil and in the offshprecessing and storage of crude oil
through the operation of its oil tankers, FSO uaitd FPSO units. The Partnership’s revenues ane@amn international markets.

The Partnership has four reportable segmentshittls tanker segment; its FPSO segment; its cdioreal tanker segment; and its FSO
segment. The Partnership’s shuttle tanker segnuarsists of shuttle tankers operating primarily imed-rate contracts of affreightment,
time-charter contracts or bareboat charter corstradte Partnership’s FPSO segment consists oPi&JFunits to service its FPSO
contracts. The Partnership’s conventional tankgmsst consists of conventional tankers operatinfixenl-rate, timecharter contracts
bareboat charter contracts. The results below dedlive conventional tankers as they are determiodx discontinued operations. The
Partnership’s FSO segment consists of its FSO snligect to fixed-rate, time-charter contracts areboat charter contracts. Segment
results are evaluated based on income from vepseations. The accounting policies applied to #portable segments are the same as
those used in the preparation of the Partnershigsolidated financial statements.

The following table presents revenues and percentfgonsolidated revenues for customers that axtedifor more than 10% of the
Partnership’s consolidated revenues from continojgrations during the periods presented.

Year Ended Year Ended Year Ended
December 31 December 31 December 31
(U.S. dollars in millions) 2012 2011 2010

Petrobras Transporte S(A
Statoil ASA®

Talisman Energy In(3)
Teekay Corporatio(4)®)

(1) Shuttle tanker and FPSO segme
(2) Shuttle tanker segme
(3) FPSO segmet

$259.3 or 2%

$198.0 or 2%
$123.0 or 1%
$ 89.10r 1%

$211.8 or 2%
$206.0 or 2%
$113.1 or 1%
$ 94.8 0or 1%

$179.6 or 2%
$236.0 or 2%
$106.2 or 1%
$ 81.10r 1%

(4)
()

Shuttle tanker, conventional tanker and FSO segs
Excludes the results of five conventional tankershey have been determined to be discontinuedtipes.
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The following tables include results for these segts for the periods presented in these consotidatancial statements.

Conventional

Shuttle

Tanker FPSO Tanker FSO
Year ended December 31, 201 Segment Segment Segment Segment Total
Revenues 569,51¢ 231,68t 62,02¢ 62,90 926,13
Voyage expense 104,39 — 11,31% 40C 116,11:
Vessel operating expens 135,99. 100,66¢ 11,66: 36,38¢ 284,71
Time-charter hire expens 56,98¢ — — — 56,98¢
Depreciation and amortizatic 122,92: 50,90t 10,51¢ 9,03¢ 193,38:
General and administrativ®) 45,11( 22,39 3,18¢ 3,70¢ 74,39¢
Write down of vessel 23,43( — — — 23,43(
Loss on sale of vesse 1,112 — — — 1,112
Restructuring charg 647 — 46¢ — 1,11¢
Income from vessel operatio 78,92: 57,72 24.87:  13,37C 174,88t
Expenditures for vessels and equipir@ 83,49 3,05¢ 59¢ 264 87,40¢
Expenditures for dry dockin 14,971 — 70 4,05¢ 19,10:

Conventional

Shuttle

Tanker FPSO Tanker FSO
Year ended December 31, 201 Segment Segment Segment Segment Total
Revenues 573,29t 173,83t 63,63¢ 62,73. 873,50:
Voyage expense 95,86« — 9,12¢ 1,38¢ 106,37
Vessel operating expens 161,89( 76,71¢ 10,887 30,47( 279,96:
Time-charter hire expens 74,47¢ — — 74,47¢
Depreciation and amortizatic 115,63 37,49¢ 11,34: 12,00¢ 176,48
General and administrativ® 49,44« 15,47 2,80¢ 3,77¢ 71,50¢
Write down of vessel 28,27( — — 8,59¢ 36,86¢
Loss on sale of vesse — — — 171 171
Restructuring charg 1,22 — — 2,691 3,92/
Income from vessel operatio 46,48¢ 44,15( 29,47¢ 3,61¢ 123,73:
Expenditures for vessels and equipir@ 130,36: 16,03¢ 2,31z (234) 148,48l
Expenditures for dry dockin 16,89: — 67C 6,94¢ 24,50

Conventional

Shuttle

Tanker FPSO Tanker FSO
Year ended December 31, 201 Segment Segment Segment Segment Total
Revenues 559,54 151,85: 54,967 74,29¢ 840,66:
Voyage expense 104,46( — 8,16( 88t 113,50t
Vessel operating expens 143,76t 66,15’ 10,42¢ 35,21« 255,56:
Time-charter hire expens 89,79 — — — 89,79:
Depreciation and amortizatic 111,15 35,40( 12,04: 16,26 174,86:
General and administrativ®) 42,52¢ 12,38¢ 2,47¢ 3,79¢ 61,19:
Write down of vessel 9,441 — — — 9,441
Restructuring charg 11¢ — — — 11¢
Income from vessel operatio 58,28: 37,90¢ 21,86: 18,13¢ 136,18t
Expenditures for vessels and equipir@ 32,01: 6,42¢ 1,17¢ 1,02¢ 40,64
Expenditures for dry dockin 13,38: — 11,48 — 24,86¢

(1) Includes direct general and administrative @sgs and indirect general and administrative exgefadlocated to each segment based or
estimated use of corporate resourc
(2) Excludes no-cash investing activities (see note 1
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A reconciliation of total segment assets to tosasleds presented in the accompanying consolidataeddaasheets is as follows:

Decembgr 31, 201 Decembgr 31, 201
Shuttle tanker segment 1,758,61! 1,805,63!
FPSO segmet 752,83! 786,39:
Conventional tanker segme 178,17. 223,38t
FSO segmer 79,62¢ 101,42.
Unallocated
Cash and cash equivalel 206,33¢ 179,93«
Other asset 77,79 47,95¢
Consolidated total asse 3,053,39. 3,144,772

6. Goodwill, Intangible Assets and I-Process Revenue Contract
a) Goodwill

The carrying amount of goodwill for the shuttlekansegment was $127.1 million as at December @12 2nd 2011. In 2012 and 2011,
the Partnership conducted a goodwill impairmentens\of its shuttle tanker segment and concludetinbhampairment had occurred.

b) Intangible Assets
As at December 31, 2012, intangible assets codsidgte

Gross Carrying Accumulated Net Carrying

Amount Amortization Amount
Customer contracts (shuttle tanker segment) 124,25( (109,15) 15,097
Customer contracts (FPSO segm: 353 (319 4C
Other intangible assets (FPSO segm 39C — 39C
124,99: (109,466 15,52

As at December 31, 2011, intangible assets considte

Gross Carrying Accumulated Net Carrying

Amount Amortization Amount
Customer contracts (shuttle tanker segment) 124,25( (103,116 21,13¢
Customer contracts (FPSO segm: 353 (239) 12C
Other intangible assets (FPSO segm 39C — 39C
124,99: (103,349 21,64«

Aggregate amortization expense of intangible adsethe year ended December 31, 2012 was $6.0omi|2011 - $7.1 million, 2010 -
$8.1 million), included in depreciation and amaatinn on the consolidated statements of income)lioeome. Amortization of
intangible assets for the five years subsequeDetember 31, 2012 is expected to be $5.0 milli@182, $4.0 million (2014), $3.0
million (2015), $2.0 million (2016), $1.1 milliorQ17) and nil thereafter. Other intangible assetstrade name which is not amortized.

c) In-Process Revenue Contracts

As part of the Partnership’s acquisition of Bieanema Spiri{see note 18) on November 30, 2011, the Partneassipmed an FPSO
service contract with terms that were less favardiin the then prevailing market terms. As at bdosr 31, 2012, the Partnership has
recognized a liability based on the estimatedvalue of the contract. The Partnership is amogizms liability over the estimated
remaining term of the contract on a weighted baaged on the projected revenue to be earned umglephtract.
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Amortization of in-process revenue contracts fer year ended December 31, 2012 was $12.7 millioh1(2 $1.1 million), which is
included in revenues on the consolidated statentéritcome (loss). Amortization for the five yeargosequent to December 31, 2012 is
expected to be $12.7 million (2013), $12.7 milli@®14), $12.7 million (2015), $12.8 million (201&)12.7 million (2017) and $50.4
million (thereafter).

7. Accrued Liabilities

December 31, 201 December 31, 201

$ $
Voyage and vessel 59,77: 58,40¢
Interest 14,718 14,78
Payroll and benefit 9,86¢ 9,29
84,34¢ 82,48¢

8. Long-Term Debt
December 31, 201 December 31, 201
s s
U.S. Dollar-denominated Revolving Credit Facilitthse

through 201¢ 812,50¢ 1,246,36
Norwegian Kroner Bonds due in 2013 and 2 215,64 100,41
U.S. Dolla-denominated Term Loans due through 2 213,99¢ 238,86
U.S. Dolla-denominated Term Loans due through 2 527,48¢ 443,43.
1,769,63: 2,029,07
Less current portio 248,38! 229,36!
Total 1,521,24 1,799,71

As at December 31, 2012, the Partnership had &ghgtterm revolving credit facilities, which, as at swtdite, provided for borrowings
up to $1.03 billion, of which $213.5 million wasdnawn. The total amount available under the rewighdredit facilities reduces by
$314.2 million (2013), $608.9 million (2014), $17rllion (2015), $26.0 million (2016), $20.9 millio(2017) and $38.4 million (2018).
Six of the revolving credit facilities are guaraedeby the Partnership and certain of its subsieaior all outstanding amounts and cor
covenants that require the Partnership to mairtkergreater of a minimum liquidity (cash, cash galgints and undrawn committed
revolving credit lines with at least six monthsniaturity) of at least $75.0 million and 5.0% of #artnership’s total consolidated debt.
Two revolving credit facilities are guaranteed 3ekay Corporation and contain covenants that regiéekay Corporation to maintain
the greater of a minimum liquidity (cash and caghiealents) of at least $50.0 million and 5.0% ekKay Corporation’s total
consolidated debt which has recourse to TeekaydzZatipn. The revolving credit facilities are codledlized by first-priority mortgages
granted on 29 of the Partnership’s vessels, togeittib other related security.

The Partnership has NOK 600 million in senior used bonds that mature in November 2013 in the Mgian bond market. As at
December 31, 2012, the carrying amount of the berads$107.8 million. The bonds are listed on thivp@sock Exchange. Interest
payments on the bonds are based on NIBOR plus gimafr4.75%. The Partnership entered into a ccossency swap to swap the
interest payments from NIBOR plus a margin of 4.76% LIBOR plus a margin of 5.04% and lock in th@nsfer of the principal
amount at $98.5 million upon maturity in exchangeNOK 600 million. The Partnership also entered ian interest rate swap to swap
the interest payments from LIBOR to a fixed ratd df2%. The floating LIBOR rate receivable from theerest rate swap is capped at
3.5%, which effectively results in a fixed ratelo12% unless LIBOR exceeds 3.5%, in which cas@#r&nership’s related interest rate
effectively floats at LIBOR, but reduced by 2.388¢ note 13). Subsequent to December 31, 201Pattteership repurchased NOK
388.5 million of this bond issue in conjunction vthe issuance of NOK 1,300 million in senior unsed bonds in the Norwegian bond
market (see note 21c).

In January 2012, the Partnership issued NOK 600omibf senior unsecured bonds that mature in Jy2@17 in the Norwegian bond
market. As at December 31, 2012, the carrying amotiine bonds was $107.8 million. The bonds atedti on the Oslo Stock Exchange
The interest payments on the bonds are based o®RIBus a margin of 5.75%. The Partnership entigreda cross currency rate swap
to swap all interest and principal payments intdU®ith the interest payments fixed at a rate d8%, and the transfer of the principal
amount fixed at $101.4 million upon maturity in Baonge for NOK 600 million (see note 13).

As at December 31, 2012, the Partnership’s six 50%ed subsidiaries each had an outstanding term V@laich in the aggregate totaled
$214.0 million. The term loans reduce over timehvguarterly and semi-annual payments and havenguyiaturities through 2018.
These
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term loans are collateralized by first-priority rtgages on the vessels to which the loans relagethier with other related security. As at
December 31, 2012, the Partnership had guaran@&®a fillion of these term loans, which represést§0% share of the outstanding
vessel mortgage debt of five of these 50%-ownedididries. The other owner and Teekay Corporaterelguaranteed the remaining
$107.0 million and $41.4 million, respectively.

As at December 31, 2012, the Partnership had teamsloutstanding for the shuttle tankersAhmundsen SpirittheNansen Spirif the
Peary Spirit, and theScott Spiritand for theRio das Ostrasind thePiranema SpiritFPSO units, which in aggregate totaled $527.5
million. For the term loans for thtmundsen Spiriand theNansen Spirit one tranche reduces in semi-annual payments wiglether
tranche correspondingly is drawn up every six msntitih final bullet payments of $29.1 million foaeh vessel due in 2022 and 2023,
respectively. Th&io das OstrasthePeary Spirit, theScott Spiritand thePiranema Spiriterm loans reduce over time with quarterly or
semi-annual payments. These term loans have vamyatgrities through 2023 and are collateralizedinsy-priority mortgages on the
vessels to which the loans relate, together witlerotelated security. As at December 31, 2012Ptrénership had guaranteed $90.3
million of these term loans and Teekay Corporatiad guaranteed $437.2 million

Interest payments on the revolving credit faciiténd the term loans are based on LIBOR plus aimakgDecember 31, 2012, and
December 31, 2011, the margins ranged between 0aB@P3.25%. The weighted-average effective inteadston the Partnership’s
variable rate long-term debt as at December 312 2@&is 2.0% (December 31, 2011 — 1.7%). This raés dot include the effect of the
Partnership’s interest rate swaps (see note 13).

The aggregate annual long-term debt principal refats required to be made subsequent to Decemb2032 are $248.4 million
(2013), $755.9 million (2014), $82.4 million (201%$149.3 million (2016), $293.8 million (2017) a##39.8 million (thereafter).

Obligations under the Partnership’s credit fa@étare secured by certain vessels, and if thedtahtip is unable to repay debt under the
credit facilities, the lenders could seek to foosel on those assets. The Partnership has oneireyohedit facility that requires the
Partnership to maintain a vessel value to outstandiawn principal balance ratio of a minimum 06% As at December 31, 2012, this
ratio was 113%. The vessel value used in this iatibe appraised values prepared by the Partpebsisied on second hand sale and
purchase market data. A further delay in the regowéthe conventional tanker market could negdyiadfect this ratio.

As at December 31, 2012 the Partnership and Te@kgyoration were in compliance with all covenantshie credit facilities and long-
term debt.

9. Leases
Charters-out

Time charters and bareboat charters of the Pahipess/essels to customers are accounted for astipg leases. The cost, accumulated
depreciation and carrying amount of the vesselswatted for as operating leases at December 31, @84 $2.9 billion, $0.9 billion and
$2.0 billion, respectively. As at December 31, 20hthimum scheduled future revenues under these ¢lmarters and bareboat charte
be received by the Partnership, then in place awppeoximately $3.3 billion, comprised of $560.8lmait (2013), $548.0 million (2014),
$507.8 million (2015), $413.7 million (2016), $329nillion (2017) and $987.1 million (thereafter).

The minimum scheduled future revenues should nebbstrued to reflect total charter hire revenaesahy of the years. Minimum
scheduled future revenues do not include revenoergted from new contracts entered into after Déeer@l, 2012, revenue from
unexercised option periods of contracts that edisteDecember 31, 2012, or variable or contingemtmues. In addition, minimum
scheduled future revenues presented in this paphdrave been reduced by estimated off-hire tim@éoiod maintenance. The amounts
may vary given unscheduled future events such sselenaintenance.

Direct Financing Lease

Leasing of certain VOC equipment is accounted $odigect financing leases. As at December 31, 202minimum lease payments
receivable under the direct financing leases apprated $3.5 million (2011 - $18.9 million), includj unearned income of $0.2 million
(2011 - $1.4 million). As at December 31, 2012ufetscheduled payments under the direct finaneagds to be received by the
Partnership, then in place were approximately $8lkon, comprised of $2.5 million (2013) and $Ifllion (2014).

Leasing of thd-alcon SpiritFSO unit is accounted for as a direct financingdeds at December 31, 2012, the minimum lease patsn
receivable under the direct financing lease appnated $38.4 million (2011 - $46.8 million), includi unearned income of $17.0 million
(2011 - $22.5 million). The estimated unguarantesitiual value of the leased vessel is $8.5 milllsmat December 31, 2012, future
scheduled payments under the direct financing leabe received by the Partnership, were approxiy&38.4 million, comprised of
$8.5 million (2013), $8.6 million (2014), $8.7 niilh (2015), $8.8 million (2016) and $3.8 million07).

Charters-in

As at December 31, 2012, minimum commitments owiynghe Partnership under vessel operating leaseshinh the Partnership
charters-in vessels were approximately $79.9 mijleomprised of $46.2 million (2013), $26.9 milli@014) and $6.8 million (2015).
The Partnership recognizes the expense from theséecs, which is included in time-charter hire @xge, on a straighie basis over tr
firm period of the charter:
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Restructuring Charge

During the year ended December 31, 2012, the Ratiperecognized $0.6 million of restructuring aes relating to the reorganization
of the Partnership’s marine operations to createbalignment with its shuttle tanker businesg tmireate a reduced-cost organization
going forward. The Partnership expects to incutal of $2.0 million of restructuring charges unttés plan. The reorganization is
expected to be completed in the first half of 2013.

During the year ended December 31, 2012, the Rahtiperecognized $0.5 million of restructuring aes relating to the reorganization
of the Partnership’s marine operations to createbalignment with its conventional tanker bussianit to create a reduced-cost
organization going forward. The reorganization waspleted in 2012.

During the year ended December 31, 2011, the Rahipeincurred $3.9 million of restructuring chasgelated to the sale of tharratha
Spirit FSO unit and the termination of the time-chartetramntract for thdasker Spirishuttle tanker. During the year ended
December 31, 2011, the Partnership terminatedrtipdayment of certain seafarers for these two vessel

During the year ended December 31, 2010, the Rahipeincurred $0.1 million of restructuring chasgelated to the reflagging of a ta
of seven vessels which commenced in March 2009eUthis plan, the Partnership recorded restrugjueirarges of approximately $4.9
million in total since the plan began in 2009.

As of December 31, 2012, 2011 and 2010, restrugjuiabilities of $0.3 million, $nil and $nil werecorded in accrued liabilities on the
consolidated balance sheets.

Other Income - Net

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
Volatile organic compound emissions plant leasernmg(note
9) 1,25¢ 3,09¢ 4,97¢
Miscellaneous 277 58¢ 1,83:
Other income— net 1,53¢ 3,681 6,81(

Related Party Transactions

a) The Partnership has entered into an omnibusagnet with Teekay Corporation, Teekay LNG Parthelps, the General Partner
and others governing, among other things, wherPdrenership, Teekay Corporation and Teekay LNGneestL.P. may compete
with each other and certain rights of first offgyion liquefied natural gas carriers, oil tankehsitde tankers, FSO units and FPSO
units.

b)  On April 1, 2010, the Partnership acquired TgeRarporation’s 100% interest in an FSO unit, Biadcon Spirit,together with its
charter contract, for a purchase price of $44.lionil The purchase was partially financed througdcpeds from a public offering
of common units. Th&alcon Spiritis chartered to Occidental Qatar Energy Company,ld 8ubsidiary of Occidental Petroleum of
Qatar Ltd., on a fixed-rate time-charter contract#.5 years (beginning December 2009) with anoopfibr the charterer to extend
the contract for an additional 1.5 years. Hadcon Spiritis a conversion of a double-hull shuttle tankettbni1986 and it began
servicing the Al Raayan oil field off the coast@ditar in December 200

The acquisition consisted of the Partnership agugifeekay Corporation’s equity interest in TeekdyRaayan LLC for $11.3
million and Teekay Corporation’s interest in amaudiie to Teekay Corporation from Teekay Al Raaya€ for $32.8 million.
Immediately prior to the acquisition, $11.2 milliohamounts due to Teekay Corporation was convededjuity. The portion of ti
purchase price for the acquisition of the equitgiiest in Teekay Al Raayan LLC ($11.3 million) waounted for as an equity
distribution to Teekay Corporation. To the extdm purchase price was greater than the corresppbdiok value, the excess is
reflected as a reduction in Partners’ Equity aredréimainder is shown as a reduction in Dropdowdétressor Equity. The portion
of the purchase price for the acquisition of thericorporate loan ($32.8 million) was accounteda®repayment of debt.

The following costs attributable to the operatiofishe Falcon Spiritwere incurred by Teekay Corporation, and have laflenated
to the Partnership as part of the results of thepBown Predecessor:

. General and administrative expenses (consistinggrily of vessel management fees and legal anéggsainal fees) of $0.3
million for the year ended December 31, 2C
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. Interest expense incurred by Teekay Corporatioitsoeredit facilities that were used to finance #oguisition of thé-alcon
Spirit of $0.4 million for the year ended December 31,.

On October 1, 2010, the Partnership acquirem ffeekay Corporation tHeio das Ostra§PSO unit, which is on a long-term
charter to Petroleo Brasileiro SA (Betrobras), for a purchase price of $157.7 million, plus king capital of $12.4 million.
Immediately prior to the acquisition, $163.0 mifliof amounts due to Teekay Corporation were coaddnd equity. The purchase
price was financed through the assumption of de$98.8 million and the remainder was paid in cadte purchase price is
accounted for as an equity distribution to TeekaypGration. To the extent the purchase price istlean the corresponding book
value, the excess is reflected as an addition imEa’ Equity and the remainder is shown as actaiuin Dropdown Predecessor
Equity. The purchase agreement provides that Te€kagoration shall reimburse the Partnership farage costs in excess of the
upgrade estimate as of the closing date. During¢lae ended December 31, 2011, Teekay Corporatiatbursed the Partnership
for $2.0 million of such upgrade costs, which iBeeted as a capital contributic

On the dropdown, certain assets and liabilitietheRio das Ostrasvere retained by Teekay Corporation. These netasstined
by Teekay Corporation totaled $0.1 million and areounted for as a non-cash equity distributiofigekay Corporation.

The following costs attributable to the operatiohsheRio das Ostrasvere incurred by Teekay Corporation, and have been
allocated to the Partnership as part of the resiilise Dropdown Predecessor:

. General and administrative expenses (consistinggrily of salaries, defined benefit pension plandfis, and other
employee related costs, office rent, legal andgssibnal fees, and travel and entertainment) & Sfllion for the year
ended December 31, 201

. Interest expense incurred by Teekay Corporatioitsoeredit facilities that were used to finance #loguisition of thdRio das
Ostrasof $2.2 million for the year ended December 31,&!

. Teekay Corporation uses a centralized treasurgsysAs a result, cash and cash equivalents atibteito the operations of
theRio das Ostras prior to the acquisition of the vessel by thetienship, were in certain cases co-mingled witlh casd
cash equivalents from other operations of Teekap@ation. Cash and cash equivalents in co-mingéatk accounts are
not reflected in the balance sheet of the DropdBwatdecessor. However, any cash transactions frese thank accounts t|
were made on behalf of the Dropdown Predecessaefieeted in these financial statements as ineeas decreases in
Dropdown Predecessor Equity. The net amount oktkeegsiity contributions (distributions) were $5.8liom for the period
from January 1, 2010 to October 1, 20

On October 1, 2010, the Partnership acquirem ffeekay Corporation its 100% interest in the AmaamdSpirit LLC, which owns
the newbuilding shuttle tanker, thenundsen Spiritwhich is on a time charter to Statoil ASA, foparchase price of $128.0
million. The purchase price was financed throughahsumption of debt of $93.3 million, the issuaofceew units of $17.0 million
and $17.7 million with cash. The excess of $31.taniof the purchase price over the book valu¢hefnet liabilities of ($3.5)
million, which includes the fair value of an inteteate swap of ($25.9) million, is accounted feaa equity distribution to Teekay
Corporation. Immediately prior to the acquisiti®32.7 million of amounts due to Teekay CorporatigrAmundsen Spirit LLC
was converted to equit

The following costs attributable to the operatiofithe Amundsen Spirivere incurred by Teekay Corporation, and have been
allocated to the Partnership as part of the resfiltise Dropdown Predecessor:

. General and administrative expenses (consistinggrily of vessel management fees) of $0.2 millionthe year ended
December 31, 201!

. Interest expense incurred by Teekay Corporatioitsoeredit facilities that were used to finance doguisition of the
Amundsen Spirof $0.3 million for the year ended December 31,.

. Teekay Corporation entered into an interest ratigsio offset increases or decreases in the variabdeanterest payments of
the credit facilities that were used to financedhbgquisition of theAmundsen Spirit The realized and unrealized gains
(losses) on this interest rate swap allocatedadP@rtnership is ($5.6) million for the year en@&tember 31, 2010. This
amount is reflected in the realized and unrealg&ids (losses) on n-designated derivative instrumer

On October 1, 2010, the Partnership agreeddgoi@cfrom Teekay Corporation its 100% intereghia Nansen Spirit LLC, which
owns the newbuilding shuttle tanker, thansen Spirit On December 10, 2010, thlansen Spiritommenced its time charter with
Statoil ASA and the Partnership acquired 100% @Ky Corporation’s interest in the Nansen SpiriClfor a purchase price of
$126.3 million. The purchase price was financedubh the assumption of debt of $93.3 million, $suance of new units of $16.4
million and $16.6 million with cash. The excessbdf4 million of the purchase price over the bookigaf the net assets of $28.6
million was accounted for as an equity distributiorTeekay Corporation. Immediately prior to theuisition, $31.5 million of
amounts due to Teekay Corporation by Nansen 3gift was converted to equity. For the period Octabe2010 to December 10,
2010, the Partnership consolidated Nansen Spii@ bh its financial statements as it was considaredriable interest entity and
the Partnership was the primary beneficii

On August 2, 2011, the Partnership acquired figakay Corporation theeary Spiritfor a purchase price of $134.5 million. The



purchase price was financed through the assumpfidabt of $96.8 million and $37.7 million with ¢asThe excess of $5.5 million
of the
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cash portion of the purchase price over the bodkevaf the net assets of $32.2 million is accourfideds an equity distribution to
Teekay Corporation. Immediately prior to the aciiois, $36.9 million of amounts due to Teekay Cagimn by Peary Spirit LLC
was converted to equity of the vessel entity. Rergeriod October 1, 2010 to August 2, 2011, thénBeship consolidated Peary
Spirit LLC on its financial statements as it wasisidered a variable interest entity and the Pashipwas the primary beneficial

On October 1, 2010, the Partnership agreeddoigctwo interest rate swaps from Teekay Corponatin the same date as it would
acquire theNansen Spiriand thePeary Spiritfrom Teekay Corporation. The fair value of the iatd rate swaps of ($57.1) million
on October 1, 2010, was accounted for as an edistsibution to Teekay Corporatio

On March 8, 2011, the Partnership acquired Te&a@poration’s 49% interest in Teekay Offshore @tiag L.P. (otOPCO) for a
combination of $175 million in cash (less $15 mifliin distributions made by OPCO to Teekay Corpondbetween December 31,
2010 and the date of acquisition) and the issuah@e million of the Partnership’s common unitsTieekay Corporation and a 2%
proportionate interest to the General Partnerpniate placement (see note 17). The acquisitioressed the Partnership’s
ownership of OPCO to 100%. The excess of the paxpaid by the Partnership over Teekay Corporatibistorical book value ¢
$128.0 million for the 49% interest in OPCO wasasted for as an equity distribution to Teekay @oation of $258.3 million

On October 1, 2011, the Partnership acquirethfi@ekay Corporation a newbuilding shuttle taniez Scott Spirit, for $116.0
million. The purchase price is subject to adjusttienup to an additional $12 million based upoaré@mental shuttle tanker
revenues above projections used for the sales yaication generated during the two years followtimg acquisition. On
December 31, 2011, the Partnership recognizedéitjeof $10.9 million in respect of the purchgsdce adjustment, of which $5.7
million is included in due to affiliates and $5.2lion is included in other liabilities. On Octob#&r 2012, the Partnership repaid a
portion of the liability, which at the repaymentelavas $5.9 million. As at December 31, 2012, thistanding liability was $5.7
million, which is included in due to affiliates. &lpurchase price was financed through the assumgtidebt of $93.3 million and
$23.0 million with cash. The excess of $35.6 milliaf the purchase price (including the contingemtsideration liability of $10.1
million on October 1, 2011) over the book valuehs net liabilities of $2.6 million, which includéise fair value of an interest rate
swap of ($34.6) million, is accounted for as anigggistribution to Teekay Corporation. Immediatglgor to the acquisition, $34.5
million of amounts due to Teekay Corporation by t6&pirit LLC was converted to equit

The following costs attributable to the operatiofishe Scott Spiritwere incurred by Teekay Corporation, and have ladlenated tc
the Partnership as part of the results of the DoopdPredecessor:

. General and administrative expenses (consistinmggrily of vessel management fees) of $0.2 millionthe year ended
December 31, 201

. Interest expense incurred by Teekay Corporatioitsocredit facilities that were used to finance dloguisition of theScott
Spirit of $0.3 million for the year ended December 31,22.

. Teekay Corporation entered into an interest ratigpsio offset increases or decreases in the variabddanterest payments of
the credit facilities that were used to financedhgquisition of theScott Spirit The unrealized loss on this interest rate swap
allocated to the Partnership is $12.2 million fog {year ended December 31, 2011. This amountléected in realized and
unrealized (loss) gain on n-designated derivative instrumer

On October 1, 2012, the Partnership acquired freek@y Corporation the VOC equipment on boardAimeindsen Spiritthe
Nansen Spiri, thePeary Spiritand theScott Spiritfor $12.8 million. On December 31, 2012, the Pathip recognized this

liability in due to affiliates. The purchase priwas financed with cash. The excess of $2.8 miltibthe purchase price over the net
carrying value of the equipment is accounted faaragquity distribution to Teekay Corporati

During the year ended, December 31, 2012, siwentional tankers, two shuttle tankers and two 8@ of the Partnership were
employed on long-term time-charter-out contracth\wubsidiaries of Teekay Corporation, and two emtional tankers of the
Partnership were employed on long-term time-chantgtrcontracts with a joint venture in which Teek&grporation has a 50%
interest. During the year ended December 31, 2B&2Partnership sold one of its conventional vessich was employed on a
long-term, time-charteout contract to a subsidiary of Teekay Corporatior012, the Partnership received an early tertiuindee
from Teekay Corporation of $14.7 million which ecorded in net income (loss) from discontinued ati@ns on the consolidated
statements of income (loss). Teekay Corporationisnsholly owned subsidiaries provide substantiall of the Partnership’s
commercial, technical, crew training, strategicsibass development and administrative servicessaéeaéddition, the Partnership
reimburses the General Partner for expenses iricbgréhe General Partner that are necessary ooppate for the conduct of the
Partnershi’s business. Revenues (expenses) from such relatgdtiansactions were as follov

Year Ended December 31

2012 2011 2010

$ $ $
Revenues$) 89,07t 94,751 81,10:
Vessel operating expens® (5,14%) (5,562 (4,976
General and administratiV®® (60,29¢) (59,459 (48,71¢)
Interest expens®) (392 (31€) (4,199

Realized and unrealized loss on derivative instmntg(® — (12,18¢) (5,65¢)



OcClI — — 131
Related party transactions from discontinued opera(®) 35,19 72,73 58,67+

(1) Revenue from long-term time-charter-out cortg@and short-term time-charter-out contracts withsadiaries or affiliates of Teekay
Corporation. The year ended December 31, 2011desl$1.2 million recovered from Teekay Corporafmrpenalties accrued in resp
of theRio das Ostrawhich relate to a period prior to the acquisitidrihe unit by the Partnershi
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Crew training fees charged by Teekay Corporal

Commercial, technical, strategic, business lbgveent and administrative management fees chdrgdeekay Corporation and
reimbursements to Teekay Corporation and our GeRaréner for costs incurred on the Partner' s behalf.

Amounts are net of $4.9 million, $3.5 millionca$3.8 million, respectively, during the yearses@®ecember 31, 2012, 2011, and 2010,
of management fees for ship management servicesdpby the Partnership to a subsidiary of TedRagporation

Guarantee fee related to the final bullet paynoé thePiranema SpiritFPSO debt facility guaranteed by Teekay Corporadianing the
year ended December 31, 2012, interest paid toaye€krporation for financing the Partner¢s acquisition of an FPSO unit during the
year ended December 31, 2010 and interest alloéatedTeekay Corporation as a result of the Dropd@&®sedecessor during the ye
ended December 31, 2011 and 2(

Realized/Unrealized losses on interest rate swigrsated from Teekay Corporation as a result of@hepdown Predecessc

Other comprehensive income (€I ) relating to hedging and designated foreign cuydorward contracts allocated from Teekay
Corporation as a result of the Dropdown Predece

Related party transactions relating to fivevational tankers determined to be discontinuedaijmns. This includes revenue from long-
term time-charter-out contracts with subsidiarieaf@liates of Teekay Corporation, including therly termination fee described above;
crew training fees charged by Teekay Corporati@moacted for as vessel operating expenses; and cariai¢echnical, strategic and
business development management fees charged kgyl€erporation

[) At December 31, 2012, due from affiliates toth%29.7 million (December 31, 2011 - $6.1 milli@md due to affiliates totaled
$47.8 million (December 31, 2011 - $39.7 millioBue to and from affiliates are non-interest beaend unsecured and are
expected to be settled within the next fiscal yerdhe normal course of operatiol

Derivative Instruments
The Partnership uses derivatives to manage ceis&iin accordance with its overall risk managenpaticies.

Foreign Exchange Risk

The Partnership economically hedges portions dbitscasted expenditures denominated in foreigreagies with foreign currency
forward contracts. Certain foreign currency forwacthtracts are designated, for accounting purpesesash flow hedges of forecasted
foreign currency expenditures.

As at December 31, 2012, the Partnership was cdeurtid the following foreign currency forward caatts:

Contract Amount
Fair Value / Carrying

in Foreign Amount of Asset/(Liability) Average Expected Maturity

Currency (in thousands of U.S. Dollars) Forward 2013

(thousands) Hedge Non-hedge Rate @) (in thousands of U.S. Dollars
Norwegian Krone 195,00( 1 2,04¢ 5.94 32,84¢
British Pounc 1,50( — 11% 0.6 2,32z
Euro 1,80( — (7 0.7¢ 2,38z

1 2,157 37,55:

(1) Average forward rate represents the contracted atradforeign currency one U.S. Dollar will bt
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The Partnership enters into cross currency swapgarsuant to these swaps the Partnership recéigggincipal amount in Norwegian Kror
(or NOK) on the maturity date of the swap, in exafor payment of a fixed U.S. Dollar amount. didiéion, the cross currency swaps
exchange a receipt of floating interest in Norwadfaoner based on NIBOR plus a margin for a payneéhtS Dollar fixed interest or US
Dollar floating interest based on LIBOR plus a niard he purpose of the cross currency swaps iseoa@mically hedge the foreign currency
exposure on the payment of interest and principalaurity of the Partnership’s Norwegian Kroneme due in 2013 and 2017. In addition,
the cross currency swap due in 2017 economicatlgé® the interest rate exposure on the NorwegiandérBonds due in 2017. The
Partnership has not designated, for accountinggsa§) these cross currency swaps as cash flow $iefige Norwegian Kroner Bonds due in
2013 and 2017. As at December 31, 2012, the PaHipawas committed to the following cross curreseaps:

Principal Principal Floating Rate Receivable Floating Rate Payable Fair Value /
Reference Reference Fixed Rate
Amount Amount Asset Remaining
NOK USD Rate Margin Rate Margin Payable (Liability) Term (years)
600,00( 98,50( NIBOR 4.7%% LIBOR® 5.0%%6 9,89( 0.¢
600,00( 101,40( NIBOR 5.7% 7.4% 3,54¢ 4.1
13,43t

(1) LIBOR subsequently fixed at 1.1%, subject to a LB€ate receivable cap of 3.5% (see next sect

Interest Rate Risk

The Partnership enters into interest rate swapghadxchange a receipt of floating interest folagrpent of fixed interest to reduce the
Partnership’s exposure to interest rate variabdityits outstanding floating-rate debt. The Paghigr has not designated, for accounting
purposes, its interest rate swaps as cash flowdsealgits USD LIBOR denominated borrowings.

As at December 31, 2012, the Partnership was cdetrtid the following interest rate swap agreements:

Fair Value / Weighted-

Carrying Average Fixed
Amount of Remaining  Interest
Interest Notional Assets
Rate Amount (Liability) Term Rate
Index $ $ (years) (%) O
U.S. Dollar-denominated interest rate sw@éps LIBOR 900,00( (202,499 11k 4.7
U.S. Dolla-denominated interest rate swi®) LIBOR 507,45¢ (67,45) 6.S 4.C
U.S. Dolla-denominated interest rate swe2® LIBOR 98,50( (782) 0.¢ 11

1,505,95 (270,73)

(1) Excludes the margin the Partnership pays on itsbl-rate debt, which as at December 31, 2012, rangead €.30% and 3.25%

(2) Notional amount remains constant over the ternmefstvap

(3) Notional amount reduces quarterly or s-annually.

(4) The LIBOR rate receivable is capped at 3.5%cliffectively results in a fixed rate of 1.12%ess LIBOR exceeds 3.5%, in which
case the Partnersl's related interest rate effectively floats at LIBQirt reduced by 2.389

Tabular disclosure

The following table presents the location and vaiue amounts of derivative instruments, segregayetyype of contract, on the
Partnership’s balance sheets.

Current Current
Accounts portion of Derivative portion of
Receivable derivative Accrued derivative Derivative
assets assets liabilities liabilities liabilities
$ $ $ $ $ $
As at December 31, 2012
Foreign currency contrac- cash flow hedge — 1 — — — —
Foreign currency contrac- not designated as hedc — 2,15¢ — — @) —
Cross currency swe- not designated as hedc 284 10,23¢ 2,91: — — —
Interest rate swaj— not designated as hedc — — — (9,259 (47,74) (213,73)

284 12,39 2,91 (9,259 (47,749 (213,73)

As at December 31, 201
Foreign currency contrac- cash flow hedge — 54¢ — — (44¥) (145
Foreign currency contrac— not designated as hedc — 2,192 2 — (2,537) (69€)



Cross currency swe- not designated as hedc 22t 1,577 87t — — —
Interest rate swaj— not designated as hedc — — — (10,406 (43,416 (244,15)

22E  4,31¢ 877 (10,400 (46,390  (244,99))
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For the periods indicated, the following table pr&s the effective portion of gains (losses) oeifgm currency forward contracts
designated and qualifying as cash flow hedgeswkat recognized in (1) other comprehensive incd@)erecorded in accumulated other
comprehensive income (&OCI) during the term of the hedging relationship aedassified to earnings, and (3) the ineffectiveipn

of gains (losses) on derivative instruments desaghand qualifying as cash flow hedges.

Year Ended December 31, 201

Year Ended December 31, 201

Balance Balance
Sheet Sheet
(AOCI) Statement of Income (Loss (AOCI) Statement of (Loss) Income
Ineffective Ineffective
Effective Effective Effective Effective
Portion Portion Portion Portion Portion Portion
$ $ $ $ $ $
713 Vessel operating Vessel operating
— — expense: 31¢ 83: (300 expense:
General and General and
217 (440 administrative expens 1,512 (6) administrative expens
717 217 (440) 31¢  2,34¢ (30€)
Year Ended December 31, 201
Balance
Sheet
(AOCI) Statement of Income (Loss
Ineffective
Effective Effective
Portion Portion Portion
$ $ $
(3,154 Vessel operating
34 (2,819 expense:
General and
(3,277) (1,417 administrative expens
(3,154 (3,249 (4,236)

As at December 31, 2012, the Partnership’s accuetulather comprehensive income consisted of uzezhijains on foreign currency
forward contracts designated as cash flow hedgeat®ecember 31, 2012, the Partnership estimassad on the current foreign
exchange rates, that it would reclassify approxaiyat$0.1) million of net losses on foreign currgrierward contracts from accumulated
other comprehensive income to earnings during &x¢ 12 months.
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Realized and unrealized (losses) gains of inteatstswaps and foreign currency forward contrdw@sdre not designated for accounting
purposes as cash flow hedges, are recognizedrnimgarand reported in realized and unrealized €&)sgains on non-designated
derivatives in the consolidated statements of inedlmss). The effect of the gains (losses) on tlesiwatives on the consolidated
statements of income (loss) for the years ende@,22011, and 2010 is as follows:

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
Realized (losses) gains relating
Interest rate sway (58,59¢) (58,47%) (49,229
Foreign currency forward contrac 2,96¢ 4,704 (1,029
(55,627 (53,779 (50,259
Unrealized gains (losses) relating
Interest rate sway 26,10( (100,309) (10,409
Foreign currency forward contrac 3,17¢ (5,667 4,99t
29,27¢ (105,97Y) (5,419
Total realized and unrealized (losses) gains oivakare
instruments (26,349 (159,744 (55,66¢)

Realized and unrealized gains (losses) of the @mssncy swaps are recognized in earnings andtezpim foreign currency exchange
gain (loss) in the consolidated statements of ire@oss). The effect of the gain (loss) on crossency swaps on the consolidated
statements of income (loss) is as follows:

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
Realized gain 2,99 2,881 19¢
Unrealized gains (losse 10,70( (1,589 4,031
Total realized and unrealized gains on cross cayrswaps 13,69: 1,30( 4,22¢

The Partnership is exposed to credit loss in tlemesf non-performance by the counterparties, fallfach are financial institutions, to
the foreign currency forward contracts and therggerate swap agreements. In order to minimizeteoparty risk, the Partnership only
enters into derivative transactions with counteiparhat are rated A- or better by Standard & Roar A3 or better by Moody’s at the
time of the transactions. In addition, to the ekfssible and practical, interest rate swaps atered into with different counterparties to
reduce concentration risk.

14. Income Taxes
The significant components of the Partnership’sefl tax assets and liabilities are as follows:

Decembgr 31, 201 Decemb;r 31, 201

Deferred tax asset

Tax losses carried forwa® 197,91. 169,12!

Provisions 2,04t 1,35z

Other 8,12¢ —

Unfavorable contrac — 35,49!
Total deferred tax asse 208,08t 205,96
Deferred tax liabilities

Vessels and equipme 26,50: 60,77¢

Long-term debi 33,76¢ 24,91¢

Other 3,792 3,17¢
Total deferred tax liabilitie 64,05¢ 88,87
Net deferred tax asse 144,02 117,09°

Valuation allowanct (135,079 (116,700
Net deferred tax asse® 8,94¢ 391
Disclosed in;

Deferred tax assi 8,94¢ 391



(1) The net operating losses carried forward of253Gnillion are available to offset future taxableome in the applicable jurisdictions, and
can be carried forward indefinitel
(2) The change in the net deferred tax assets is defatie change in temporary differences and forekchange gain
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The components of the provision for income taxesaarfollows:

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
Current 1,66¢ (7,299 (6,039
Deferred 8,80¢ 614 15,75¢
Income tax recovery (expens 10,477 (6,679) 9,71¢

The Partnership operates in countries that haverufif tax laws and rates. Consequently a condelitiveighted average tax rate will
vary from year to year according to the sourceaohimgs or losses by country and the change incgipé tax rates. Reconciliations of
the tax charge related to the current year atppécable statutory income tax rates and the adtxatharge related to the current year

as follows:

Year ended Year ended Year ended

December 31 December 31 December 31

2012 2011 2010
$ $ $

Net income (loss) before tax 102,98t (66,389 52,53
Net income (loss) not subject to ta 85,58¢ (90,449 (121,91)
Net income (loss) subject to tax 17,40( 24,05¢ 174,45¢
At applicable statutory tax rat (6,292) 6,812 43,13¢
Permanent difference (12,24%) (11,449 (44,700
Adjustments related to currency differen 6,47¢ (14,049 (9,519

Temporary differences for which no deferred taxebssms

recognizec 23 70t 1,36:

Valuation allowanct 1,60( 24,67: —

Prior year current taxes accru (39) (23 —
Tax (recovery) expense related to current (10,477 6,67¢ (9,719

The following is a tabular reconciliation of therfP@rship’s total amount of unrecognized tax beseft the beginning and end of 2012,
2011, and 2010:

Year ended Year ended Year ended

December 31 December 31 December 31
2012 2011 2010

% % %
Balance of unrecognized tax benefits as at Jarfuary 6,231 5,92¢ 5,51¢

Decreases for positions related to prior y¢ (2,539 (122) —
Increases for positions related to the current — 424 41%
Balance of unrecognized tax benefits as at DeceBily 3,692 6,231 5,92¢
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The Partnership does not presently anticipate sachkrtain tax positions will significantly increasedecrease in the next 12 months;
however, actual developments could differ from ghogrrently expected. The tax years 2008 throudi2 26main open to examination
some of the taxing jurisdictions in which the Parship is subject to tax.

The interest and penalties on unrecognized taxfiteimecluded in the tabular reconciliation aboveres not material.

Commitments and Contingencies

a) The Partnership may, from time to time, be imedlin legal proceedings and claims that aris@énardinary course of business.
The Partnership believes that any adverse outcmaigjdually or in the aggregate, of any existirgims would not have a mater
effect on its financial position, results of op&as or cash flows, when taking into account igurance coverage and
indemnifications from charterers or Teekay Corporal

On November 13, 2006, the Partnership’s shuttleeigriheNavion Hispanig collided with theNjord Bravo, an FSO unit, while
preparing to load an oil cargo from tNgord Bravo. TheNjord Bravoservices the Njord field, which is operated by &tat
Petroleum AS (oBtatoil) and is located off the Norwegian coast. At tiheetiof the incident, Statoil was chartering Nevion
Hispaniafrom the Partnership. ThHeavion Hispaniaand theNjord Bravoboth incurred damage as a result of the collidiion.
November 2007, Navion Offshore Loading AS KDL ), a subsidiary of the Partnership, and two subsies of Teekay
Corporation were named as co-defendants in a &gln filed by Norwegian Hull Club (the hull ancaohinery insurers of the
Njord Bravo) and various licensees in the Njord field. TherRifis sought damages for vessel repairs, expeftses replacement
vessel and other amounts related to productiorpafpon the field, totaling NOK 213,000,000 (apprately $38.3 million). The
Stavanger District Court found that NOL is liabte lamages except for damages related to certdire@t or consequential losses.
The court also found that Statoil ASA is liableN®L for the same amount of damages to NOL. Thegwmhave appealed the
decision. As a result of the judgment, as at De@#rlt, 2012 and 2011, the Partnership has recapaitiability of NOK
76,000,000 (approximately $13.7 million, which isedluced amount in accordance with the court’ssileeito exclude a large part
of the indirect or consequential losses) to thénkfts and a corresponding receivable from Statedorded in other liabilities and
other assets, respectively.

The Partnership believes the likelihood of anyéss®lating to the claim is remote. The Partnerbkleves that the charter contr
relating to theNavion Hispaniaequires that Statoil be responsible and indenthiéyPartnership for all losses relating to the dza
to theNjord Bravo. The Partnership and Teekay Corporation also miaimirotection and indemnity insurance for damageke
Navion Hispaniaand insurance for collision-related costs and ctaifithe Partnership believes that these insuraraggsowill
cover the costs related to this incident, includimg costs not indemnified by Statoil, subjecttemdard deductibles. In addition,
Teekay Corporation has agreed to indemnify theneeship for any losses it may incur in connectidgtinthis incident.

b) During 2010, an unrelated party contributed a #htainker with a value of $35.0 million to a sulisigi of the Partnership for a 3¢
equity interest in the subsidiary. The equity issmeresulted in a dilution loss of $7.4 million.eThon-controlling interest owner in
the subsidiary holds a put option which, if exezdiswould obligate the Partnership to purchasentimecontrolling interest owner’s
33% share in the entity for cash in accordance widefined formula. The redeemable non-controliimgrest is subject to
remeasurement if the formulaic redemption amouneeds the carrying value. No remeasurement wageecps at December 31,
2012.

c) InJune 2011, the Partnership entered into aloegrterm contract with a subsidiary of BG Group [@r BG) to provide shuttle
tanker services in Brazil. The contract with BGIW# serviced by four newbuilding shuttle tanker¢ constructed by Samsung
Heavy Industries in South Korea for a total cosapproximately $446 million (excluding capitalizederest and miscellaneous
construction costs). As at December 31, 2012, paysmaade towards these commitments totaled $12@idmand the remaining
payments required to be made under these newbgitdintracts are $323.3 million (2013). Upon theleduled delivery in mid-to-
late 2013, the vessels will commence operationguhd-year, fixed-rate time-charter-out contra€tee contract with BG also
includes certain extension options and vessel @seloptions exercisable by the charte

d) On October 1, 2011, the Partnership acquiret ffeekay Corporation a newbuilding shuttle taniez Scott Spirit, for $116.0
million. The purchase price is subject to adjusttrienup to an additional $12 million based upocrémental shuttle tanker
revenues above projections used for the sales yaication generated during the two years followtimg acquisition. As a result,
October 1, 2012, the partnership paid an additifed million to Teekay Corporation (see notes d &pi).

e) In November 2011, Teekay Corporation agreeddoiae from Sevan Marine ASA (&evar) theVoyageur Spiri{fformerly known
as theSevan VoyageyrFPSO unit upon the completion of certain upgraddsch were completed in the fourth quarter of 201
and commencement of the unit’s charter contracighvis expected to be in April 2013. In Septemb@t2, the Partnership agreed
to acquire th&/oyageur SpiriEPSO unit from Teekay Corporation at a purchassef approximately $540 million, subject to
financing. This acquisition is expected to takecplapon commencement of the unit’s charter contidat\oyageur Spiritvill
operate on the Huntington Field in the North Sedeunra five-year firm period contract with E.ON Rgas UK E&P Limited, plus
extension options. The Partnership expects to fiadhe acquisition through the assumption of a $880 million debt facility
secured by the asset, a portion of the proceedstie Partnership’public offering completed in September 2012 afd@million
equity private placement of common units to TeeRayporation.



In November 2012, the Partnership agreed to ise@u2010-built HiLoad Dynamic Positioning (@P ) unit from Remora AS (or
Remors), a Norway-based offshore marine technology compfam a total purchase price of approximately $&8ion, including
modification costs. The HiLoad DP unit is a selfypelled dynamic positioning system that attachemtbkeeps conventional
tankers in position whe
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loading from offshore installations. The transatti® subject to finalizing a ten-year time-chadentract with Petroleo Brasileiro
SA (orPetrobras) in Brazil. The acquisition of the HiLoad DP urstexpected to be completed in the second quaf@di8 and
the unit is expected to commence operating atltsifne-charter rate in early 2014 once modifioas, delivery of the DP unit to
Brazil, and operational testing have been compleisgart of the transaction, Teekay Corporatiosn &lao agreed to invest
approximately $4.4 million to acquire a 49.9% ovahép interest in a recapitalized Remora. In addjtitbe Partnership will enter
into an omnibus agreement with Remora which witiyide the Partnership with the right of first redlt acquire future HiLoad
projects developed by Remo

16. Supplemental Cash Flow Information

a)

b)
c)

d)

9)

The changes in nazash working capital items related to operatingviis for the years ended December 31, 2012, 28dd 201!
are as follows

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $
Accounts receivable (8,750 (23,789 13,18¢
Prepaid expenses and other as 6,07t (6,139 5,68(
Accounts payable and accrued liabilit 35 (8,716 23,52¢
Advances (to) from affiliat: (14,807 17,34 (7,93)
(17,44) (11,29¢) 34,46¢

Cash interest paid (including interest paidhy Dropdown Predecessor and realized losses amshtate swaps) during the years
ended December 31, 2012, 2011, and 2010 totale2l $1dillion, $91.1 million, and $80.5 million, resgively.

Taxes paid (including taxes paid by the Dropd®wadecessor) during the years ended Decembef32, 2011, and 2010 totaled
$5.7 million, $4.8 million and $1.1 million, respaely.

The Partnership’s consolidated statement of Bagls for the years ended December 31, 2011 ad® 2éflect the Dropdown
Predecessors as if the Partnership had acquirddrtpelown Predecessor when the vessels began iopsrander the ownership
Teekay Corporation. For n-cash changes related to the Dropdown Predecesserspte 12

The contribution from the non-controlling intsrewner described in note 15b has been treatathas-cash transaction in the
Partnershi’s consolidated statement of cash flo

The cash portion of the purchase price of vessejaieed from Teekay Corporation is as follo\

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $

Peary Spiri{note 12f) — (37,729 —

Scott Spirit(note 12i) — (22,959 —
Falcon Spirit (net of cash acquired of $2.8 mil)i(note 12b) — — (14,099

Rio das Ostras (net of cash acquired of $17.7 aniliinote

12c) — — (58,72))
Amundsen Spiri(note 12d — — (17,677
Nansen Spiri(note 12e — — (16,560)
— (60,689 (107,05))

Contribution (distribution) of capital from (to) €kay Corporation to (from) the Dropdown Predeceissas follows:

Year ended Year ended Year ended
December 31 December 31 December 31
2012 2011 2010
$ $ $

Relating toScott Spirit (note 12i) — 2,30¢ —
Relating tcFalcon Spirit (note 12k — — 3,60¢
Relating tcRio das Ostras (note 12 — — (2,79))
Relating tcAmundsen Spirit (note 12 — — 3,49¢
— 2,30¢ 4,31
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)
Partners’ Equity and Net Income (Loss) Per Unit

At December 31, 2012, of the Partnership’s totalted partner units outstanding, 72.1% were heltheypublic. The remaining units, as
well as the 2% general interest, were held by aididry of Teekay Corporation.

Limited Partners’ Rights
Significant rights of the limited partners inclute following:
. Right to receive distribution of available cashhiitapproximately 45 days after the end of eachitgui

. No limited partner shall have any management pawer the Partnerst’s business and affairs; the general partner shall
conduct, direct and manage our activit

. The General Partner may be removed if such remswgdproved by unitholders holding at least 66 2(8%e outstanding
units voting as a single class, including unitgdh®t the General Partner and its affilia

Incentive Distribution Rights

The General Partner is entitled to incentive distions if the amount the Partnership distributesrtitholders with respect to any quarter
exceeds specified target levels shown below:

Quarterly Distribution Target Amount (per ur Unitholder: General Partn

Minimum quarterly distribution of $0.35 98% 2%
Up to $0.402¢ 98% 2%
Above $0.4025 up to $0.43 85% 15%
Above $0.4375 up to $0.5: 7% 25%
Above $0.52¢ 50% 50%

During the year ended December 31, 2012, cashhiititins exceeded $0.4025 per unit and, consequéhd assumed distribution of r
income resulted in the use of the increasing péages to calculate the General Partner’s inteneséf income for the purposes of the ne
income per unit calculation.

In the event of a liquidation, all property andltés excess of that required to discharge all ligds will be distributed to the unitholders
and the General Partner in proportion to theirtedpiccount balances, as adjusted to reflect aimyagdoss upon the sale or other
disposition of the Partnership’s assets in liquatain accordance with the partnership agreement.

Net Income (Loss) Per Unit

Net income (loss) per unit is determined by divigiret income (loss), after deducting the amoumtetfincome (loss) attributable to the
Dropdown Predecessor, the non-controlling interaststhe General Partner’s interest, by the wetyhteerage number of units
outstanding during the applicable period.

The General Partner’'s and common unitholders’ @stisrin net income (loss) are calculated as ietlincome (loss) was distributed
according to the terms of the Partnership’s pastripragreement, regardless of whether those earmingld or could be distributed. The
partnership agreement does not provide for theiliigion of net income (loss); rather, it provides the distribution of available cash,
which is a contractually defined term that gengraleans all cash on hand at the end of each questethe amount of cash reserves
established by the Partnership’s board of diredtmopovide for the proper conduct of the Partnstusiness including reserves for
maintenance and replacement capital expenditur@aticipated capital requirements. Unlike availatdeh, net income (loss) is affected
by non-cash items such as depreciation and amiotizainrealized gains and losses on derivativieunsents and unrealized foreign
currency translation gains and losses.

The Partnership allocates the Limited Partniert®rest in net income (loss), including both disited and undistributed net income (lo:
between continuing operations and discontinuedatjmers based on the proportion of net income (lsesh continuing and discontinued
operations to total net income (loss).
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)
Public and Private Offerings

The following table summarizes the issuances ofraomunits over the three years ending Decembe2Bl2:

Teekay
Gross Net Corporation’ s
Offering Ngg:nbggﬂf Offering Proceeds %) Proceeds Ownership
Units After the

Date Type Issued Price (in millions of U.S. Dollars) Offering (@) Use of Proceed:

March 2010 Public 5,060,000 $19.4¢ 100.¢ 95.t 35.92% Repayment of vendor financing and
finance the acquisition of the Falcon
Spirit FSO unit

August 2010 Public 6,037,501 $22.1¢ 136.£ 130.¢ 31.79% Prepayment of revolving credit
facilities

December 2010 Public 6,440,000 $27.8¢ 182.¢ 175.2 28.2(% Prepayment of revolving credit
facilities

March 2011 Private 7,562,81. $29.3Z 226.< 226.5 36.9% Consideration for acquisition of
remaining 49% in OPC(

July 2011 Private 713,26t $28.0< 20.4 20.4 36.51% Partially finance shipyard
installments for four newbuilding
shuttle tanker

November 201 Private 7,112,97. $23.9( 173t 173.2 33.09% Finance the purchase of the
Piranema Spirit FPSO ur

July 2012 Private 1,700,02. $26.4 45.¢ 45.¢ 32.3(% Partially finance shipyard
installments for four newbuilding
shuttle tanker

September 2012 Public 7,778,83. $27.6¢ 219.f 211.¢ 29.3t% Prepayment of revolving credit
facilities

(1) Including General Partn's 2% proportionate capital contributi

(2) Including Teekay Corporati’ s indirect 2% general partner inter

18. Acquisition of Piranema Spirit

On November 30, 2011, the Partnership acquired&olé¥ the shares of Piranema Production AS fromaSéxarine ASA for a total
purchase price of $164.3 million. The purchaseegweas paid in cash and was financed through theucoent issuance of 7.1 million
common units. Piranema Production AS owns the 20T Piranema Spiri-FPSO unit, which is operating under a long-ternrtena
with cost escalation clauses, to Petrobras on itaeé&ma field located offshore Brazil. The firm iperof the charter expires in March
2018, however Petrobras has up to 11 one-year@&g&tenptions.

The acquisition of th€iranema SpiritFPSO unit was accounted for using the purchaseadethaccounting, based upon estimates o
value. The purchase price allocation adjustments malized in late 2012 and there were no changdise preliminary fair values of tl
assets acquired and liabilities assumed by the@ahip. Operating results of tRebanema SpiritFPSO unit are reflected in these
financial statements commencing November 30, 20l effective date of acquisition. During Decemp@t 1, the Partnership recogni.
$4.8 million of revenue and $1.5 million of net@amee resulting from its acquisition of tRéranema Spirit

The following table summarizes the fair valueshef &issets acquired and liabilities assumed bydhmé&tship.

As at November

30,
2011
(in thousands of U.S. dollars $
ASSETS
Cash and cash equivalel 2,43¢
Other current asse 5,30¢
Vessels and equipme 292,24,
Other asset- long-term 65¢
Total assets acquirec 300,64
LIABILITIES
Current liabilities 8,45¢
In-process revenue contra 127,90(
Total liabilities assumed 136,35!

Net assets acquirel 164,29(



Cash consideration 164,29(
Net cash consideratior 161,85:
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)

The following table shows comparative summarizetsotidated pro forma financial information for tRartnership for the years ended
December 31, 2011 and 2010, giving effect to thpuesition of a 100% interest in tiranema Spirit-PSO unit as if it had taken place
on January 1, 2010:

Pro Forma Pro Forma
Year ended Year ended
December 31, 201 December 31, 201
(unaudited) (unaudited)
(in thousands of U.S. dollars, except per unit da
Revenues 1,000,20! 955,08:
Net (loss) incomi (98,030 76,44¢
Limited partners’ interest in net (loss) income pemmon
unit- basic (1.60) 0.9¢
Limited partners’ interest in net (loss) income pemmon
unit- diluted (2.60 0.9¢

Loss on Sale and Write down of Vesse

In 2012, four of the Partnership’s conventionalderwil tankers were written down to their estim&tgdvalue. In the second and fourth
quarters of 2012, thdamane SpiriendTorben Spirit, respectively, which were written down in 2011 atabsified as held-for-sale as at
December 31, 2011, were further written down tartestimated fair value upon sale. The Partneralsp received a fee from Teekay
Corporation of $14.7 million relating to the eadymination of the time-charter contract associatéd theHamane Spirit which is
recorded in net income (loss) from discontinuedratiens. In the fourth quarter of 2012, thezon Spirit, which was written down in
2011, was further written down to its estimated f@ilue upon sale. In the fourth quarter of 20h2Leyte Spirit, which was written

down in 2011, was further written down to its estied fair value and classified as held-for-salefd3ecember 31, 2012. In 2012, five of
the Partnership’s shuttle tankers were written dtaviheir estimated fair value. In the third quad&2012, a 1993-built shuttle tanker
was written down to its estimated fair value due whange in the operating plan for the vessehérthird and fourth quarters of 2012,
two shuttle tankers, which were written down in 20Were further written down to their estimated failue upon sale in 2012. In the
fourth quarter of 2012, the 1992-built shuttle tankheBasker Spirit which was written down in 2010, was further venittdown to its
estimated fair value and classified as held-foe-sélDecember 31, 2012. In the fourth quarter 422@ 1992-built shuttle tanker was
written down to its estimated fair value using disated cash flows. The write-down was caused bydnebination of the age of the
vessel, the requirements of trading in the North &sd Brazil and the weak tanker market. The esgidhfair value for each of the other
eight vessels written down in 2012 was determirsgdguan appraised value.

In 2011, five of the Partnership’s conventionaldawil tankers were written down to their estimdt@dvalue. In August 2011, the
charter contract of th8cotia Spiritwas terminated and the vessel was sold. Prioretadlte, the vessel was classified as held-for-sale.
the third quarter of 2011, the Partnership wroteatldwo conventional tankers, thezon SpiriandLeyte Spirit, due to the expiration of
their time-charter contracts in December 2011 &edekpectation that the vessels would be tempgiaid-up during 2012. In the fourth
quarter of 2011, the Partnership decided to selHéimane Spiriind theTorben Spiritand to terminate their existing charter contracts
concurrently with the sale. These vessels wereaified as held-for-sale at December 31, 2011 atiwchately sold in 2012. The
impairments for the five conventional crude oilkkars were the result of a weak tanker market, whahlargely been caused by an over
supply of vessels relative to demand and a gederine in the future outlook for conventional tenkhipping. In 2011, three of the
Partnership’s older shuttle tankers were writtewmto their estimated fair value. The write-downsveaused by the combination of the
age of the vessels, the requirements of tradirigarNorth Sea and Brazil and the weak tanker mahkeé011, two of the Partnership’s
FSO units, were written down to their estimated ¥alue. TheKarratha Spiritwas sold and thdavion Sagavas written down due to
escalating dry-dock costs and increased operatistg cThe estimated fair value of thavion Sagavas determined using discounted ¢
flows. The estimated fair value for each of theeothine vessels written down in 2011 was determirgiag an appraised value.

In 2010, a 1992-built shuttle tanker, tBasker Spiritwas written down to its estimated fair value, usamgappraised value, in
conjunction with the termination of the charter want for this vessel that was effective in earQt2.

See Note 5 — Segment Reporting for the total vaien of vessels and total loss on sale of vesget®gment for 2012, 2011 and 2010.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(all tabular amounts stated in thousands of U.S. diars, except unit and per unit data or unless othevise indicated)

The operations of th8cotia Spirit, Hamane Spirit Torben Spirit, Luzon SpiritandLeyte Spiritprior to December 31, 2012 were repo
within the conventional tanker segment. The follagvtable summarizes the net income (loss) fronodiicued operations for the peri
presented in the consolidated statements of indtoss):

Year Ended Year Ended Year Ended
December 31 December 31 December 31
2012 2011 2010
$ $ $

REVENUES 38,057 75,56( 59,88!
OPERATING EXPENSES
Voyage expense 10,57: 19,07 11,59
Vessel operating expens 6,55¢ 12,21 13,31¢
Depreciation and amortizatic 1,24¢ 11,227 15,48(
General and administrati 1,95¢ 2,02 2,022
Write down of vessel 1,69: 54,06¢ —
Loss on sale of vesse 5,982 — —
Total operating expense: 28,00¢ 98,60¢ 42,41(
Income from vessel operation: 10,05: (23,046 17,47
OTHER ITEMS
Interest expens (537) (681) (83%)
Foreign currency exchange Ic — — (30)
Other income- net 30 (76) —
Total other items (507) (757) (865)
Net income (loss) from discontinued operation 9,55( (23,807) 16,60¢

Change in Accounting Estimate

Effective January 1, 2012, the Partnership redtivecstimated useful life of six of its older shutankers from 25 years to 20 years. As
a result of the change in useful life, the Partimigrincreased its estimate of the residual valude$e vessels to reflect the more recent
average scrap prices. As a result, depreciatioraamattization expense has increased by $14.9 midlimd net income attributable to
partners has decreased by $10.8 million, or $0etupit, for the year ended December 31, 2012.

Subsequent Event:

a)

b)

c)

d)

In January 2013, the Partnership sold a 1992 dmriventional tanker for net proceeds of $6.3iatl As at December 31, 2012,
this vessel was classified as held-for-sale ancaitsying value was written down to its estimatai ¥alue. The Partnership’s
consolidated statement of income (loss) for the geded December 31, 2012 includes a $1.7 milligtevdown related to this
vessel

In January 2013, the Partnership sold a 199R4tuittle tanker for net proceeds of $7.0 milliéxs. at December 31, 2012, this
vessel was classified as held-for-sale and itymayivalue was written down to its estimated faitue. The Partnership’s
consolidated statement of income (loss) for the geded December 31, 2012 includes a $1.2 milligtevdown related to this
vessel

In January 2013, the Partnership issued in theviigian bond market NOK 1,300 million in seniosaoured bonds. The bonds
were issued in two tranches maturing in JanuangZBOK 500 million) and January 2018 (NOK 800 naif). The aggregate
principal amount of the bonds is equivalent to agjmately $233 million and all interest and priredipayments were swapped into
U.S. dollars at a fixed rate of 4.80% on the tranctaturing in 2016 and 5.93% on the tranche majunr2018. In connection with
this transaction, the Partnership repurchased N88&53million of the existing NOK 600 million Partrship bond issue maturing in
November 2013. The Partnership used the remairéhgnoceeds of approximately $167 million to redpogion of amount
outstanding under the Partnership’s revolving ¢riedilities and for general partnership purpodéw Partnership will apply to list
the bonds on the Oslo Stock Exchar

In February 2013, the Partnership made a pamtegayment of $150.0 million to Teekay Corporaiiogonnection with the
acquisition of th&/oyageur SpiriEPSO unit. Teekay Corporation will pay the Parthigrinterest at a rate of LIBOR plus a margin
of 4.25% on the prepaid funds. Teekay Corporasoobligated to repay the Partnership the full anhofiprepaid funds, plus
accrued interest, if the acquisition does not cluefere April 30, 2013
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Norsk Tillitsmann ASA

This bond agreement has been entered into on 2(a13af013 between

Q) Teekay Offshore Partners L.P. (a limited paghg organized in the Marshall Islands with Comphio. 950010), as issuer
(the" Issuer™), and

(2) Norsk Tillitsmann ASA (a company incorporated inrivay with Company No. 963 342 624), as bond trugtez" Bond
Trustee™”).

Interpretation
Definitions

In this Bond Agreement the following terms shalvéghe following meanings (certain terms relevantGlauses 1.2 and 18.2 and
other Clauses may be defined in the relevant C)ause

“ Account Manager” means a Bondholder’s account manager in the 8&ssuRegister.
“ Attachment ” means any attachments to this Bond Agreement.

“ Bond Agreement” means this bond agreement, including any Attaatsieo which it refers, and any subsequent amentinzemn
additions agreed between the Parties.

“ Bond Issue” means the bond issue constituted by the Bonds.

“ Bond Reference Raté means 3 months NIBOR.

“ Bondholder ” means a holder of Bond(s), as registered in #x@ufties Register, from time to time.
“ Bondholders’ Meeting” means a meeting of Bondholders, as set forthlause 16.

“ Bonds” means the securities issued by the Issuer putsaahis Bond Agreement, representing the Bondéiafdunderlying claim
on the Issuer.

“ Business Day’ means any day on which commercial banks are égegeneral business, and can settle foreign cayren
transactions in Oslo.

“ Business Day Conventiori means that if the relevant Interest Payment Relte on a day that is not a Business Day, that dall
be the first following day that is a Business Dajess that day falls in the next calendar monthyhich case that date will be the
first preceding day that is a Business D&jadified Following Business Day Conventipn
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Norsk Tillitsmann ASA

“ Change of Control Event” means:

Q) an event where the Issuer ceases to hold tijirecindirectly, 100 % of the ownership and vatirights of Teekay Offshore
Operating L.P. (a limited partnership organizeisrshall Islands with Company No. 95001
or

(2) an event where Teekay Corporation (a company irmzated in the Marshall Islands with Company No.B5&ases to hol

directly or indirectly, a minimum of 51% of the oenship and voting rights of the GP, which condudisscts and manages
all activities of the Issue

“ Costs” means all costs, expenses, disbursements, pagnararges, losses, demands, claims, liabilitiesalpies, fines, damages,
judgments, orders, sanctions, fees (including traxpenses, VAT, court fees and legal fees) andodimgr outgoings of whatever
nature.

“ Default ” means an Event of Default or any event or circiamse specified in Clause 15.1 (Events of Defauftich would (with
the giving of notice, lapse of time, determinatamateriality or the fulfilment of any other ajigdble condition or any combination
of the foregoing) be an Event of Default under Rimance Document.

“ Encumbrance” means any encumbrance, mortgage, pledge, liemgeltahether fixed or floating), assignment by wagecurity,
finance lease, sale and repurchase or sale areblasarrangement, sale of receivables on a rezbass or security interest or any
other agreement or arrangement having the effecbferring security.

“ Event of Default” means the occurrence of an event or circumstapeeified in Clause 15.1.

“ Exchange” means securities exchange or other reputable etiaece for securities, on which the Bonds aredisor where the
Issuer has applied for listing of the Bonds.

“ Finance Documents' means (i) this Bond Agreement, (ii) the agreemmativeen the Bond Trustee and the Issuer refeorad t
Clause 14.2, and (iii) any other document (whetieating a security interest or not) which is exedwat any time by the Issuer in
relation to any amount payable under this Bond Agrent.

“ Financial Indebtedness’ means any indebtedness incurred in respect of:
€) moneys borrowed, including acceptance cre
(b) any bond, note, debenture, loan stock or othedainmstrument

(c) the amount of any liability in respect of aepase, hire purchase contract which would, in acowd with GAAP, be treated
as a finance or capital lea:

(d) receivables sold or discounted (other than anyivabkes sold on a n«-recourse basis

4



Norsk Tillitsmann ASA

(e) any sale and lea-back transaction, or similar transaction whichréated as indebtedness under GA

) the acquisition cost of any asset to the expaytable after its acquisition or possession byptmty liable where the deferred
payment is arranged primarily as a method of rgifimance or financing the acquisition of that &s

(9) any derivative transaction entered into in ariion with protection against or benefit from tuation in any rate or price,
including without limitation currency or interestte swaps, caps or collar transactions (and, walkenlating the value of th
transaction, only the me-to-market value of the applicable derivative shaltddeen into account

(h) any amounts raised under any other transachiansg the commercial effect of a borrowing osiag of money, whether
recorded in the balance sheet or not (includingfanyard sale of purchase agreeme

0] any counter-indemnity obligation in respeciaojuarantee, indemnity, bond, standby or documgtdtter of credit or any
other instrument issued by a bank or financialtusons; anc

0] (without double counting) any guarantee, indé@ynar similar assurance against financial losamy§ person in respect of any
of the items referred to in (a) through (i) abc

“ Financial Statements’ means the audited unconsolidated and consolidaiedal accounts and financial statements of theels
for any financial year, drawn up according to GAAB¢h accounts to include a profit and loss accdaalénce sheet and cash flow
statement.

“ Free Liquidity " means, at any time, cash, cash equivalents amkletadle securities (with investment grade ratiogrf S&P
and/or Moody’s Investors Service) of maturitieslésan one (1) year, to which the Group shall Heee, immediate and direct
access each as reflected in the Issuer’'s mosttrgaarterly, consolidated financial statements.tReravoidance of doubt, Free
Liquidity shall not be subject to any Encumbrance.

“ GAAP " means the generally accepted accounting pringijplehe United States of America, in force fromeito time.

“ GP " means Teekay Offshore GP L.L.C., a Marshall Ig&limited liability company with Company No. 96a88&vhich is the
general partner of the Issuer, which is a limitadmership formed under the Marshall Islands Lichiartnership Act and governed
by a limited partnership agreement. Under suchaict partnership agreement, the GP manages thetiopsrand activities of the
Issuer.

“ Group " means the Issuer and its Subsidiaries, at@raup Company” means the Issuer or any of its Subsidiaries.

“ Interest Payment Date” means 25 January, 25 April, 25 July and 25 Octebeh year and the Maturity Date. Any adjustmenit
be made according to the Business Day Convention.
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“ISIN " means International Securities Identification Nagring system — the identification number of then&a
“ Issue Date” means 25 January 2013.

“ Issuer's Bonds” means Bonds owned by the Issuer, any party digsawho has decisive influence over the Issueangrparty or
parties over whom the Issuer has decisive influence

“ Manager” means the manager for the Bond Issue.
“Margin " means 4.00 percentage points per annum.

“ Material Adverse Effect” means a material adverse effect on: (a) the busifiaancial condition or operations of the Issaed/ol
the Group taken as a whole, (b) the Issuer’s ghitperform and comply with its obligations undee Bond Agreement; or (c) the
validity or enforceability of the Bond Agreement.

“ Material Subsidiary " means:
0] any Subsidiary whose total consolidated assetesept at least 10 % of the total consolidated asge¢he Group, ¢
(ii) any Subsidiary whose total consolidated revenuya®sent at least 10 % of the total consolidatedalets of the Grou|

“ Maturity Date " means 25 January 2016 or an earlier maturity daterovided for in this Bond Agreement. Any furthdjustment
may be made according to the Business Day Conventio

“ NIBOR " means that the rate for an interest period vélthe rate for deposits in Norwegian Kroner foedaqd as defined under
Bond Reference Rate which appears on the ReuteegsiBblIBR Page as of 12.00 noon, Oslo time, om#hyethat is two Business
Days preceding that Interest Payment Date. If satthdoes not appear on the Reuters Screen NIB&, Bagrate for that Interest
Payment Date will be determined as if the Bond Refee Rate is 3 months NIBOR Reference Rate aspiblécable floating rate
option.

“ NIBOR Reference Rate"means that the rate for an interest period wikdleeermined on the basis of the rates at which dispios
Norwegian Kroner are offered by four large authedliexchange banks in the Oslo market (tReference Banks') at

approximately 12.00 noon, Oslo time, on the dayithéwo Business Days preceding that Interest RayrDate to prime banks in t
Oslo interbank market for a period as defined uiterd Reference Rate commencing on that IntergghPat Date and in a
representative amount. The Bond Trustee will regiesprincipal Oslo office of each Reference Btmkrovide a quotation of its
rate. If at least two such quotations are providee rate for that Interest Payment Date shalhkeatithmetic mean of the quotations.
If fewer than two quotations are provided as retpebshe rate for that Interest Payment Date velthe arithmetic mean of the rates
quoted by major banks in Oslo, selected by the Bondtee, at approximately 12.00 noon, Oslo tinmethat Interest Payment Date
for loans in
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Norwegian kroner to leading European banks forreogeas defined under Bond Reference Rate commgmeirthat Interest
Payment Date and in a representative amount.
“ NOK " means Norwegian kroner, being the lawful currenEorway.
“ Outstanding Bonds” means the aggregate principal amount of the tatatber of Bonds not redeemed or otherwise diselgarg
“ QIB " means a “qualified institutional buyer” as defihim Rule 144A under the US Securities Act.
“ Party " means a party to this Bond Agreement (includisgsuccessors and permitted transferees).

“ Paying Agent” means any legal entity as appointed by the Isandrapproved by the Bond Trustee who acts as gagant on
behalf of the Issuer with respect to the Bonds.

“ Payment Date” means a date for payment of principal or interest
“ Quarter Date " means each 31 March, 30 June, 30 September aBe&&dmber.

“ Quarterly Financial Reports " means the unaudited unconsolidated and conselidatancial statements of the Issuer as of each
Quarter Date, prepared in accordance with GAAPh siecounts to include a profit and loss accourdgnu® sheet and cash flow
statement.

“ Securities Register’ means the securities register in which the Bassi¢ is registered.
“ Securities Register Act’ means the Norwegian Act relating to Registratidiirinancial Instruments of 5 July 2002 No. 64.

“ Subsidiary” means an entity over which another entity or petsamsa determining influence due to (i) direct amttirect ownershi
of shares or other ownership interests, (ii) cdrifahe general partner of any such other entigit ts a limited partnership and/or
(iif) agreement, understanding or other arrangemfamientity shall always be considered to be theskliary of another entity or
person if such entity or person has such numbsharfes or ownership interests so as to represenbdjority of the votes in the
entity, or has the right to elect or dismiss a mgjof the directors in the entity.

“ Taxes” means all present and future taxes, levies, ingakities, charges, fees, deductions and withingédiand any restrictions
and or conditions resulting in a charge togethé witerest thereon and penalties in respect e Tax ” and “ Taxation ”
shall be construed accordingly.
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“ Total Debt ” means, at any time, on a consolidated basisefitoup, the aggregate of:

0] the amount calculated in accordance with GAABven as each of “long term debt”, “short term dednid ‘turrent portion ¢
long term det” on the latest consolidated balance sheet of theedsanc

(ii) the amount of any liability in respect of any leasdire purchase contract entered into by theeissuany of its Subsidiaris
which would, in accordance with GAAP, be treate@d dimance or capital lease (excluding any amoapfdicable to leases
to the extent that the lease obligations are sdduwyea security deposit which is held on the batasteeet under “restricted
casl”).

“ US Person” has the meaning ascribed to such term in Reguia®i under the US Securities Act.

“ US Securities Act’ means the U.S. Securities Act of 1933, as amenaledi the rules and regulations promulgated theleun
“ USD"” means US Dollars, being the legal currency ofltimted States of America.

“ Voting Bonds” means the Outstanding Bonds less the Issuer'sifon

1.2 Construction
In this Bond Agreement, unless the context otherwesjuires:

(a) headings are for ease of reference ¢

(b) words denoting the singular number shall includeptural and vice vers,

(c) references to Clauses are references to the Clatif@s Bond Agreemen

(d) references to a time is a reference to Oslo tinkesgrotherwise stated here

(e) references to a provision of law is a refereiddat provision as it may be amended or re-ethend to any regulations

made by the appropriate authority pursuant to saehincluding any determinations, rulings, judgrseand other binding
decisions relating to such provision or regulat

() references to tontrol ” means the power to appoint a majority of the Hazfrdirectors of the entity or to direct the
management and policies of an entity, whether thindhe ownership of voting capital, by contracbtirerwise; anc

(h) references to agerson” shall include any individual, firm, partnershjpint venture, company, corporation, trust, fund,
body corporate, unincorporated body of personangrstate or any agency of a state or associatibetber or not having
separate legal personalit

2 The Bonds
2.1 Binding nature of the Bond Agreem:

2.1.1 The Bondholders are, through their subsotipipurchase or other transfer of Bonds bound éyehms of the Bond Agreement and
other Finance Documents, and grant authority t®Bitred Trustee to finalize and execute the Bond Agrent on the Bondholders
behalf as set out in the subscription documents) gheet, sale
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documents or in any other way, and all Bond trassfee subject to the terms of this Bond Agreeraedtall Bond transferees are, in
taking transfer of Bonds, deemed to have acceptterms of the Bond Agreement and the other Fe&@uacuments and will
automatically become parties to the Bond Agreermapoh the completed transfer having been registeviddout any further action
required to be taken or formalities to be compligth, see also Clause 18

The Bond Agreement is available to anyoneraag be obtained from the Bond Trustee or the IsSire Issuer shall ensure that the
Bond Agreement is available to the general publiodghout the entire term of the Bon

The Bond:

The Issuer has resolved to issue a seriBsrads in the maximum amount of NOK 500,000,000 (gian kroner five hundred
million).

The Bonds will be in denominations of NOK 1,000,@2&h and rank pari passu between themselves.

The Bond Issue will be described as “FRN Teekagkiffe Partners L.P.
Senior Unsecured Bond Issue 2013/2016".

The International Securities Identification NumBi&IN) of the Bond Issue will be NO 001 0670110.
The tenor of the Bonds is from and including treuksDate to the Maturity Date.

Purpose and utilizatio

The net proceeds of the Bonds shall be employeddoeral partnership purpos

Listing

The Issuer shall apply for listing of the Bonds@sio Bars

If the Bonds are listed, the Issuer shall ensuaiettie Bonds remain listed until they have beeahdisged in full

Registration in a Securities Registe

The Bond Issue and the Bonds shall prior tbuiement be registered in the Securities Regastarding to the Securities Register
Act and the conditions of the Securities Regis

The Issuer shall promptly arrange for notifimato the Securities Register of any changesertéhms and conditions of this Bond
Agreement. The Bond Trustee shall receive a cophiehotification
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The Issuer is responsible for the implementadiocorrect registration in the Securities Registée registration may be executed by
an agent for the Issuer provided that the agemuadified according to relevant regulatio

The Bonds have not been registered under the USiBes Act, and the Issuer is under no obligatmarrange for registration of tl
Bonds under the US Securities A

Purchase and transfer of Bonds
Subject to the restrictions set forth in this ClaBsthe Bonds are freely transferable and mayldunigpd.

Bondholders may be subject to purchase orfeansstrictions with regard to the Bonds, as aygflie from time to time under local
laws to which a Bondholder may be subject (duete.ds nationality, its residency, its registessttiress, its place(s) for doing
business). Each bondholder must ensure compliaitbdagal laws and regulations applicable at owst@nd expense. Without
limiting the generality of the foregoin

Bondholders that are US Persons or located in thiteetd States will not be permitted to transfer Boads except (a) subject to an
effective registration statement under the US SeesitAct, (b) to a person that the Bondholder oaably believes is a QIB within
the meaning of Rule 144A under the US Securitieistiat is purchasing for its own account, or thecamt of another QIB, to whom
notice is given that the resale, pledge or ottersier may be made in reliance on Rule 144A, (tjide the United States in
accordance with Regulation S under the US Secsidt@ in a transaction on the Oslo Bgrs, and (d$ypant to an exemption from
registration under the US Securities Act providgdRinlle 144 thereunder (if available). The Bonds matybe purchased by, or for
the benefit of, persons resident in Canada.

Notwithstanding the above, a Bondholder which haslpased the Bonds in contradiction to mandatastrictions applicable ma
nevertheless utilize its voting rights under thenB Agreement

Conditions Precedent

Disbursement of the net proceeds of the Bamdiset Issuer will be subject to the Bond Trustedrtareceived the following
documents, in form and substance satisfactory &i least two Business Days prior to the Issuel

(a) this Bond Agreement duly executed by all partiesedio;

(b) certified copies of all necessary corporatelg®ns of the Issuer to issue the Bonds and dretie Finance Documents to
which it is a party

(c) a power of attorney from the Issuer to relevadividuals for its execution of the relevant Figa Documents, or extracts
from the relevant register or similar documentateidencing the individuals authorized to sign ehdif of the Issue|
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certified copies of the Certificate of Formatiom tbe Issuer, and the partnership agreement foistweer;
the latest Financial Statements for the Issuertla@dissue s latest Quarterly Financial Repc

confirmation that the requirements set fortfCinapter 7 of the Norwegian Securities Trading @raplementing the EU
prospectus directive (2003/71 EC) concerning prosges have been fulfilled or do not apply to tleadIssue
to the extent necessary, any public authorisatieqaired for the Bond Issu

confirmation from the Paying Agent that the Bondsébeen registered in the Securities Regi
written confirmation in accordance with Clause (if 3equired);
the agreement set forth in Clause 14.2, duly exel;

documentation on the granting of authorityrte Bond Trustee as set out in Clause 2.1 and copesy written
documentation made public by the Issuer or the Idanan connection with the Bond Issue; ¢

legal opinions in a form and content acceptdblthe Bond Trustee from local counsel acceptabthe Bond Trustee,
confirming inter alia (i) that the Issuer is legadirganised and validly existing under its jurigitio of organisation, (ii) the
valid execution by the Issuer of the Finance Doausiand the enforceability of the Finance Documeitsthat the Issuer
has full partnership power and capacity to enter &#md perform the duties under the Finance Doctsnand (iv) that there
are no other consents, approvals, authorisationsdars required by the Issuer from any governniemtather regulatory
agencies in the jurisdictions of organisation & tsuer in connection with the issue and offeahthe Bonds and the
performance by Issuer of its obligations underfimance Document:

The Bond Trustee may, in its reasonable opinionyevine deadline or requirements for documentai®set forth in Clause 6.

Disbursement of the net proceeds from the Banssbject to the Bond Trustee’s written notic¢hi® Issuer, the Manager and the
Paying Agent that the documents have been receinddhat the required conditions precedent ardlédfor have been waive

On the Issue Date, subject to receipt of cordtion from the Bond Trustee pursuant to ClausetBe8Manager shall make the net
proceeds from the Bond Issue available to the ts
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Representations and Warranties
The Issuer represents and warrants to the Bondegrfsn behalf of the Bondholders) tt

(@ Status

Itis a limited partnership, duly organized anddigl existing under the law of the jurisdictionwhich it is incorporated, and has the
power to own its assets and carry on its busingéisimbeing conducted.

(b) Power and authorit'

It has the power to enter into and perform, andtalkasn all necessary partnership action to autadtssentry into, performance and
delivery of this Bond Agreement and any other FagaBocument to which it is a party and the trarieastcontemplated by those
Finance Documents.

(c) Valid, binding and enforceable obligatio

This Bond Agreement and any other Finance Docutaewhich it is a party constitute (or will constiéiwhen executed by the
respective parties thereto) legal, valid and bigdibligations of the Issuer, enforceable in accocdavith their terms, and (save as
provided for therein) no further registration,rij, payment of Tax or fees or other formalitiesrageessary to render the said
documents enforceable against the Issuer.

(d) Nor-conflict with other obligation

The entry into and performance by the Issuer oBibed Agreement and any other Finance Documenthiohwit is a party and the
transactions contemplated thereby do not and wilkconflict with (i) any present law or regulationpresent judicial or official
order; (ii) its Certificate of Formation or partship agreement; or (iii) any document or agreemdrich is binding on the Issuer or
any of its assets.

(e) No Event of Defau

No Default exists, and no other circumstances ewisth constitute or (with the giving of noticepke of time, determination of
materiality or the fulfillment of any other appligla condition, or any combination of the foregoimgjuld constitute a default under
any document which is binding on the Issuer or@inis assets, and which would reasonably be erpdct have a Material Adverse
Effect.

) Authorizations and conser

All authorisations, consents, licenses or approghény governmental authorities required for th&uker in connection with the
execution, performance, validity or enforceabibifythis Bond Agreement or any other Finance Docuiramd the transactions
contemplated thereby, have been obtained and &deaval in full force and effect. All material aattisations, consents, licenses or
approvals of any governmental authorities requicedhe Issuer to carry on its business as pregentiducted and as contemplated
by this Bond Agreement, have been obtained andhdtdl force and effect.
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(9) Litigation

No litigation, arbitration or administrative procieg of or before any court, arbitral body or ageiscpending or, to the best of the
Issuer’'s knowledge, threatened which, if adversetgrmined, would reasonably be expected to hawatarial Adverse Effect.

(h) Financial Statement

The most recently audited Financial Statementstlaadnost recent unaudited Quarterly Financial Risgfor the Issuer fairly and
accurately represent in all material respects $iseta and liabilities and financial condition athair respective dates, and have beer
prepared in accordance with GAAP, consistently igpgdrom one year to another.

0] No undisclosed liabilitie

As of the date of the most recent balance shektdad in the Financial Statements and Quarterlafdral Report, the Issuer had no
material liabilities, direct or indirect, actual contingent, that are required by GAAP to be ineldich such balance sheet and that ar
not disclosed by or reserved against in the Firsi8tatements or in the notes thereto.

)] No Material Adverse Effe

Since the date of the most recent Financial Statésrend Quarterly Financial Report, there has Im@echange in the business, as
or financial condition of the Issuer that wouldgeaably be expected to have a Material AdversecEffe

(k) No misleading informatio

All documents and information which have been pilediby the Issuer or with the agreement of theelsguthe subscribers or the
Bond Trustee in connection with this Bond Issugesent the latest publicly available financial mh@tion concerning the Group,
and there has been no change in the Group’s fiabpaosition since the date of the latest Quarteityancial Report of the Issuer
which could reasonably be expected to have a Mdtadverse Effect.

0] Environmental complianc

The Issuer and each Group Company is in compliaiteany relevant applicable environmental law egulation and no
circumstances have occurred which would prevertt sompliance in a manner which, in each case, had®hwould reasonably be
expected to have a Material Adverse Effect.

(m) Intellectual property

The Group has valid and good title to (a) its matgratents, trade marks, service marks, desigrmsnbss names, copyrights, design
rights, inventions, confidential information andhet intellectual property rights and interests (thbe registered or unregistered), ¢
(b) the benefit of all applications and rights sewsuch assets.

(n) No withholdings

The Issuer is not required to make any deductiomititholding for or on account of any Taxes levigdthe United States, Canada ol
the Republic of the Marshall Islands, or any paditisubdivision thereof or Taxing or other authotiterein, or any political
subdivision or Taxing or other authority in anyigdiction from or
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through which the Issuer effects any payments meten) from any payment which it may become obligechake to the Bond
Trustee (on behalf of the Bondholders) or the Baidirs under this Bond Agreement; provided, howetht, notwithstanding any
provision in this Agreement to the contrary, theuks shall not be liable under this Agreement eetany obligation to indemnify
any Bondholder for or with respect to any Taxes #ina imposed due to any of the following:

@ the Bondholder has some connection with theifijurisdiction other than merely holding the Bsrat receiving
principal or interest payments on the Bonds (sigctitizenship, nationality, residence, domicileggistence of a
business, a permanent establishment, a dependantt agolace of business or a place of managemesém or
deemed present within the Taxing jurisdiction); .

(i) any Tax imposed on, or measured by net incc

(0) Pari passu ranking

The Issuer’s payment obligations under this Bonde&gent or any other Finance Document to which at party rank at least pari
passu with the claims of its other unsecured amstilbordinated creditors, except for claims whichpasderred by bankruptcy,
insolvency, liquidation or other similar laws ofrgegal application and for other obligations tha mxandatorily preferred by law
applying to companies generally.

The representations and warranties set outansg€ 7.1 shall apply for the Issuer and are madée execution date of this Bond
Agreement, and shall be deemed to be repeatecedestie Date

The Bond Trustee may prior to disbursement recalingitten statement from the Issuer confirming cbameze with Clause 7.:

In the event of misrepresentation, the Isshell ;ndemnify the Bond Trustee for any economiskes suffered, both prior to the
disbursement of the Bonds, and during the termh@Bonds, as a result of its reliance on the remtasions and warranties provided
by the Issuer hereil

Status of the Bonds and securit'

The Bonds shall be senior unsecured debt dstheer. The Bonds shall rank at leati passuwith all other senior unsecured
obligations of the Issuer (save for such claimschvldre preferred by bankruptcy, insolvency, ligtimaor other similar laws of
general application and for other obligations #rat mandatorily preferred by law) and shall rankeghof subordinated del

The Bonds are unsecure
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Interest

The Issuer shall pay interest on the aggremattanding principal amount of the Bonds from, amluding, the Issue Date at the
Bond Reference Rate plus the Margin (togethe” Floating Rate”).

Interest payments shall be made in arrears omtkeelst Payment Dates each year; the first Int@aginent Date falls in April 201

The relevant interest payable amount shalbbautated based on a period from, and including, loterest Payment Date to, but
excluding, the next following applicable Interestyfent Date

The day count fraction in respect of the caltah of the payable interest amount shall be “At860”, which refers to the actual
number of days in the calculation period for whitcterest is payable divided by 3¢

The applicable Floating Rate on the Bondstiseset on each Interest Payment Date by the Boustde commencing on the Interest
Payment Date at the beginning of the relevant taticm period.

When the interest rate is set for the first timd an subsequent interest rate resets, the nexestteayment Date, the interest rate
applicable up to the next Interest Payment Datetlam@ctual number of calendar days up to that sfzeé be determined by the Bc
Trustee and promptly notified to the Bondholdéhs, issuer, the Paying Agent, and if the Bondsisted, the Exchange.

The payable interest amount per Bond for a relevaltulation period shall be calculated as follo

Interest = Face x Floating x Floating Rate
Amount Value Rate Day Count Fractiol

Maturity of the Bonds and Change of Control
Maturity
The Bonds shall mature in full on the Maturity Daad shall be repaid at par (100%) by the Issuer.

Change of contrc

Upon the occurrence of a Change of ContvehEeach Bondholder shall have a right of pre-paynia “Put Option ) of its Bonds
at a price of 100 % of par plus accrued and unjpaétest.

The Put Option must be exercised within &sdafter the Issuer has given notification toBbed Trustee and the Bondholders of a
Change of Control Even
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Such natification shall be given as soon as possifier a Change of Control Event has taken place.

The Put Option may be exercised by the Bondholbgigiving written, irrevocable notice of the requesits Account Manager. The
Account Manager shall notify the Paying Agent af fire-payment request. The settlement date ofuh®ption shall be fifteen — 15
— Business Days following the date when the Pajggnt received the repayment request.

On the settlement date of the Put Optian)gbuer shall pay to each of the Bondholders hgl&ionds to be pre-paid, the principal
amount of each such Bond and any unpaid interestiad up to (but not including) the settlement d

Payments
Payment mechanic

The Issuer shall pay all amounts due td@thedholders under the Bonds and this Bond Agreeimgitediting the bank account
nominated by each Bondholder in connection witlsésurities account in the Securities Regit

Payment shall be considered to have beep prack the amount has been credited to the bardhwioids the bank account
nominated by the Bondholder in question, but ifpaging bank and the receiving bank are the samanpnt shall be considered to
have been made once the amount has been creditesl hank account nominated by the Bondholder &stion, see however Clause
11.2.

Currency

If the Bonds are denominated in currendieserahan NOK, each Bondholder must provide tharigpsgent (either directly or
through its Account Manager) with specific paymiaistructions, including foreign exchange bank actaletails. Depending on the
currency exchange settlement agreements betwed@otigholders’ bank and the Paying Agent, cashesettht may be delayed, in
which case no default interest or other penaltyl sttarue for the benefit of the Bondholde

Except as otherwise expressly providedgratbunts payable under this Bond Agreement and gy &inance Document shall be
payable in the same currency as the Bonds are deatad in. If, however, the Bondholder has not giirestruction as set out in
Clause 11.2.1, within 5 Business Days prior to yfant Date, the cash settlement will be exchangedNOK and credited to the
NOK bank account registered with the Bondholder®ant in the Securities Regist

Amounts payable in respect of costs, expenses,sTaxa other liabilities shall be payable in theency in which they are incurre
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Se-off and counterclaim

The Issuer may apply or perform any coufasns or set-off against any payment obligationsspant to this Bond Agreement or
any other Finance Docume!

Interest in the event of late paym:

In the event that payment of interest angipial is not made on the relevant Payment Dageuttpaid amount shall bear interest from
the Payment Date at an interest rate equivalethietinterest rate according to Clause 9 plus 5e6d6gmtage point:

The interest charged under this Clause stiall be added to the defaulted amount on eaclectigp Interest Payment Date relating
thereto until the defaulted amount has been repdidll.

The unpaid amounts shall bear interestadsdstbove until payment is made, whether or r@Bibnds are declared to be in default
pursuant to Clause 15.1 (a), cf. Clauses - 15.4.

Irregular payment:

In case of interest payments made on aodlaée than the regularly scheduled payment dageBtnd Trustee may instruct the Issuer
or Bondholders of other payment mechanisms thacritbesl in Clause 11.1 or 11.2 above. The Bond €rmistay also obtain
payment information regarding Bondholc’ accounts from the Securities Register or Accounhaders

Issuer’s acquisition of Bonds

The Issuer has the right to acquire and owmdBdlIssuer’s Bonds). The Issuer's Bonds may alstheer’s discretion be retained by
the Issuer, sold or discharge

Covenants
General
The Issuer has undertaken the covenants in thiss€la3 to the Bond Trustee (on behalf of the Boht#s), as further stated belo

Subject to Section 18.2, the covenants in this €d&l8 shall remain in force from the date of thim@ Agreement and until such tii
that no amounts are outstanding under this Bon@#&gent and any other Finance Document, unlessahe Brustee (or
Bondholders by action at a Bondholders Meetinghasase may be), has agreed in writing to waiyecamenant, and then only to
the extent of such waiver, and on the terms anditions set forth in such waive
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13.2 Information Covenant
13.2.1 The Issuer sha
(a) without being requested to do so, immediatefgrim the Bond Trustee of any Default or Event ef&ult as well as of any

circumstances which the Issuer understands woakbreably be expected to lead to an Event of Del

(b) without being requested to do so, inform the@drustee of any other event which could reasgniadlexpected to have a
Material Adverse Effect

(c) without being requested to do so, inform tha@adrustee if the Issuer intends to sell or dispisa! or a substantial part of
its assets or operations, or change the natutts btisiness

(d) without being requested to do so, produce FimiStatements annually and Quarterly Financigdd®es quarterly and make
them available on its website in the English larmguas soon as they become available, and notheterl20 days after the
end of the financial year and 60 days after theadritle relevant quarter, in each case subjeabyceaemption, waiver or
extension granted by the Exchange or as permitteahip amendment to the Exchange listing r.

(e) at the request of the Bond Trustee, report thenoalaf the Issu’s Bonds;

) without being requested to do so, send a copi¢ Bond Trustee of its notices to the Exchaifdested) which are of
relevance for the IssL’s liabilities pursuant to this Bond Agreeme

(9) without being requested to do so, inform thad@drustee of changes in the registration of theddan the Securities
Register; ant

(h) within a reasonable time, provide such infolioragbout the Issuer’s financial condition as tlem® Trustee may reasonably
request

13.2.2 The Issuer shall at the request of the Biandtee provide the documents and information resggso maintain the listing and
quotation of the Bonds on the Exchange (if lisi@al to otherwise enable the Bond Trustee to carryt®rights and duties pursuant
to this Bond Agreement and the other Finance Docdsnas well as applicable laws and regulati

13.2.3  The Issuer shall in connection with theésstiits Financial Statements and Quarterly Reportier Clause 13.2.1. (d), confirm to the
Bond Trustee in writing the Issuer's compliancetwviiie covenants in Clause 13. Such confirmatioli bBeaundertaken in a
compliance certificate, substantially in the forreat out in Attachment 1 hereto, signed by the xecutive Officer or Chief
Financial Officer of the Issuer. In the event ohrzpmpliance, the compliance certificate shall descthe non-compliance, the
reasons therefore as well as the steps which sheelddas taken and will take in order to recti®y tlor-compliance
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General Covenant
(a) Pari passu ranking

The Issuess obligations under this Bond Agreement and angrdiiinance Document shall at all times rank attlpad passu with tt
claims of all its other unsecured and unsubordihateditors save for those whose claims that afeped solely by any bankruptcy,
insolvency, liquidation or other similar laws ofrgeal application and for other obligations tha evandatorily preferred by law
applying to companies generally.

(b) Mergers

The Issuer shall not, and shall ensure that no @ampany shall, carry out any merger or otherrmss combination or corporate
reorganization involving consolidating the asseid abligations of any of the Group Companies witl ather companies or entities
not being a member of the Group if such transaationld have a Material Adverse Effect. The Issuilsnotify the Bond Trustee
any such transaction, providing relevant detaiseabf, as well as, if applicable, its reasons fidving that the proposed transaction
would not have a Material Adverse Effect.

(c) De-mergers

The Issuer shall not, and shall ensure that no @ampany shall, carry out any de-merger or otbeparate reorganization
involving splitting any Group Company into two oore separate companies or entities, if such tréiosewould have a Material
Adverse Effect. The Issuer shall notify the Bondstee of any such transaction, providing relevatdits thereof, as well as, if
applicable, its reasons for believing that the pegal transaction would not have a Material Advéiféect.

(d) Continuation of busines

0] The Issuer shall not cease to carry on the iggmature or scope of its business. The Issudl shsure that no Group
Company shall cease to carry on the general natuseope of its business, if such cessation woalgta Material Adverse
Effect.

(ii) The Issuer shall procure that no material @f&is made to the general nature or scope of thiméss of the Group from that

carried on at the date of this Bond Agreementsatantemplated by this Bond Agreeme

(e) Disposal of busines

The Issuer shall not, and shall ensure that no s@ampanies shall, be entitled to sell or otherwlispose of all or a substantial part
of the Group’s aggregate assets or operationsssinle

0] the transaction is carried out at fair market vabreterms and conditions customary for such tretias; anc
(ii) such transaction would not have a Material Advé&iffect.

Corporate and operational matte
€) Related party transactior

The Issuer shall not engage in, or permit any merabthe Group to engage in, directly or indirectiyy transaction with any
affiliate of Teekay Corporation that is not a GraCipmpany (without limitation, the purchase, salexechange of assets or
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the rendering of any service), except (i) purstarxisting agreements and arrangements with siiitihtas or (ii) transactions that
are (A) approved by a majority of the members ef¢hnflicts committee of the board of directorshaf GP, (B) on terms no less
favorable to the Issuer or such Group member thaset generally being provided to or available fromelated third parties, (C) fair
and reasonable to the Issuer or such Group menak@rg into account the totality of the relationshbetween the Group and the
other parties involved (including other transacsitimat may be particularly favorable or advantagdouhe Group) or (D) immateri
in amount or significance to the Issuer or the @rou

(b) Corporate statu:

The Issuer shall not, and shall ensure that no s@ampany changes its type of organization or diictson of organization unless
such change in type or jurisdiction of organizatiowuld not have a Material Adverse Effect. Notwithsling the foregoing, no
change shall be made to the Issuer’s type of orgéinh or jurisdiction of organization or incorptiom without prior delivery to the
Bond Trustee of legal opinions in a form and cohtateptable to the Bond Trustee from local couase¢ptable to the Bond
Trustee, confirming inter alia (i) that the Issiglegally organized or incorporated (as applicphaled validly existing under their ne
jurisdictions of organization or incorporation) fihne execution by the Issuer of the Finance Documand the enforceability of the
Finance Documents will remain valid and enforceainider the new jurisdiction of organization or irmaration, (iii) that the Issuer
has full partnership or corporate power and capaeienter into and perform the duties under tiafte Documents under its new
jurisdiction of organization or incorporation, afid) that there are no other consents, approvathoaisations or orders that have not
been obtained and are required by the Issuer esdhect to such change of its type of organizatigoresdiction of organization frot
any governmental or other regulatory agenciesarjuhisdictions of organization or incorporationtbé Issuer in connection with the
Bonds and the performance by the Issuer of itgabbns under the Finance Documents.

(c) Compliance with law

The Issuer shall (and shall ensure that all Groom@anies shall) comply in all material respect$wit laws and regulations it or
they may be subject to from time to time (includanyy environmental laws and regulations).

(d) Litigations
The Issuer shall, promptly upon becoming awardeft, send the Bond Trustee such relevant detadsyf

0] material litigations, arbitrations or administive proceedings which have been started by dnsigany Group Company;
and
(ii) other events which have occurred which have tiawould reasonably be expected to have a Matkdeerse Effect, as the

Bond Trustee may reasonably requ
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Financial Covenants and listir
(a) Free Liquidity

The Issuer shall, at any time during the term efBlonds, ensure that the Group on a consolidateid baintains the following
financial covenants:

0] aggregate Free Liquidity and undrawn commiteblving credit lines available to the Group (butluding committed
revolving credit lines with less than six monthsiaturity) of a minimum of USD 75,000,000; &

(ii) the aggregate of such Free Liquidity and undrawnrodted revolving credit lines shall not be lesartth% of Total Debr

(b) Listing of Issue’'s common unit

The Issuer shall ensure that the Issuer’'s commdaa temain listed on the New York Stock Exchangaruther recognized stock
exchange.

Fees and expense

The Issuer shall cover all its own expense®imection with this Bond Agreement and fulfillmerfi its obligations under this Bond
Agreement, including preparation of this Bond Agneat, preparation of the Finance Documents andegigtration or notifications
relating thereto, listing of the Bonds on the Exu (if applicable), and the registration and adsiviation of the Bonds in the
Securities Registe

The expenses and fees payable to the Bonde€rakall be paid by the Issuer and are set foréhseparate agreement between the
Issuer and the Bond Trustee. Fees and expensesi@ayahe Bond Trustee which, due to the Issuasslvency or similar, are not
reimbursed in any other way may be covered by ngaimequivalent reduction in the payments to thedBolders

The Issuer shall cover all public fees in aation with the Bonds and the Finance Documents;iged, however, that any public
fees levied on the trade of Bonds in the secondenket shall be paid by the Bondholders, unlessratise provided by law or
regulation, and the Issuer is not responsibledanbursing any such fee

In addition to the fee due to the Bond Trugi@esuant to Clause 14.2 and normal expenses pursu€lauses 14.1 and 14.3, the
Issuer shall, on demand, cover extraordinary exgeimeurred by the Bond Trustee in connection withBonds, as determined in a
separate agreement between the Issuer and theTBoside.

The Issuer is responsible for withholding any wittling tax imposed by applicable law on any paym¢éathe Bondholder:
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Events of Default

Subject to Clause 15.2 or 15.3, the Bondsmeageclared by the Bond Trustee to be in defauhwgzcurrence of any of the
following events (which shall be referred to as* Event of Default”) if:

(@ Nor-paymen

The Issuer fails to fulfill any payment obligatiander this Bond Agreement or any Finance Documdwnadue, unless, in the
opinion of the Bond Trustee, it is obvious thatrstailure will be remedied, and payment in fullaafy such late payment is made,
within 5 — five — Business Days following the origl due date.

(b) Breach of other obligation

The Issuer or any other Group Company fails to ghelsform any other covenant or obligation pursuarhis Bond Agreement or
any of the Finance Documents, and such failur@igsemedied within 10 — ten — Business Days afteica thereof is given to the
Issuer by the Bond Trustee.

(c) Cross defaul

The aggregate amount of Financial Indebtedneseronttted Financial Indebtedness of the Group or@rmyup Company falling
within paragraphs (i) to (iv) below exceeds a tafaUSD 50 million, or the equivalent thereof irhet currencies;

0] any Financial Indebtedness is not paid when dueaéted giving effect to any applicable grace per

(i) any Financial Indebtedness is declared to betleerwise becomes due and payable prior to @sipd maturity as a result
of an event of default (however describe

(iii) any commitment for any Financial Indebtednéssancelled or suspended by a creditor as atresah event of default
(however described) and such cancellation and ssgpewould have a Material Adverse Effect

(iv) any creditor becomes entitled to declare amafcial Indebtedness due and payable prior tepiésified maturity as a result
of an event of default (however describe

(d) Misrepresentation

Any representation, warranty or statement (inclgditatements in compliance certificates) made uthdeBond Agreement or in
connection therewith, taken as a whole with aleotuch representations, warranties and statemegitsproves to have been
incorrect, inaccurate or misleading in any matagapect when made or deemed to have been made.

(e) Insolvency
The following occurs in respect of the Issuer otéial Subsidiary:

® general suspension of payments, or a moratoafiemy indebtedness, winding-up, dissolution, adstiation or
reorganisation (by way of voluntary arrangemertigsee of arrangement or otherwise) under any laatingl to bankruptcy,
insolvency or reorganization or relief of debtc

(ii) a composition, compromise, assignment or ayemnent with any creditor which has a material aglv@ffect on the Issuer’'s
ability to perform its payment obligations undeistBond Agreement, ¢

(iii) the appointment of a liquidator (other than in exgpf a solvent liquidation), receiver, administra receiver, administratc
compulsory manager or other similar officer of ampstantial part of its asse
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) Creditor¢’ process

The Issuer or any Material Subsidiary has a suliatgortion of its assets impounded, confiscasgthched or subject to distraint, or
is subject to enforcement of any security over sulystantial portion of its assets.

(9) Dissolution, appointment of liquidator or analogqu®ceeding:

The Issuer or any Material Subsidiary is resoh@bd dissolved or a liquidator, administrator @ like is appointed or requested to
be appointed under any law relating to bankrupttgglvency or reorganization or relief of debtors.

(h) Impossibility or illegality

It is or becomes impossible or unlawful for any Gs@€Company or the Issuer to fulfill or perform asfythe material terms of the
Finance Documents to which it is a party.

0] Litigation
Any claim, litigation, arbitration or administragyproceedings against any Group Company or theldssadversely determined

against the Group Company or the Issuer and has(tite reasonable opinion of the Bond Trusteey &ionsultations with the
Issuer, would reasonably be expected to have) afahddverse Effect.

0] Material adverse effec

Any event or series of events occurs which, inrdasonable opinion of the Bond Trustee, after deettsons with the Issuer, has a
Material Adverse Effect.

In the event that one or more of the circunt#a mentioned in Clause 15.1 occurs and is cangnthe Bond Trustee can, in order
to protect the interests of the Bondholders, dediae Outstanding Bonds including accrued inteardtexpenses to be in default and
due for immediate paymer

The Bond Trustee may at its discretion, on behatlfi®@ Bondholders, take every measure necessaectwer the amounts due under
the Outstanding Bonds, and all other amounts cudstg under the Bond Agreement and any other Fe@wacument.

In the event that one or more of the circuntsa mentioned in Clause 15.1 occurs and is cangnthe Bond Trustee shall declare
the Outstanding Bonds including accrued interedtextpenses to be in default and due for payme

(a) the Bond Trustee receives a demand in writiith respect to the above from Bondholders représguat least 1/5 of the
aggregate principal amount of Voting Bonds, andBbadholder’ Meeting has not decided on other solutions

(b) the Bondholders pursuant to action at a BortHrs! Meeting have decided to declare the OutstanBbnds in default and
due for payment
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In either case the Bond Trustee shall on behali@Bondholders take every measure necessarydgaethe amounts due under the
Outstanding Bonds. The Bond Trustee can requeasfazbry security for any possible liability andt@ipated expenses, from those
Bondholders who requested that the declaratiorefg#fudt be made pursuant to sub clause (a) aboveraihse who voted in favour
of the decision pursuant to sub clause (b) above.

In the event that the Bond Trustee pursuatitederms of Clauses 15.2 or 15.3 declares thet@nhding Bonds to be in default and
due for payment, the Bond Trustee shall immediadeliver to the Issuer a notice demanding paymeimterest and principal due to
the Bondholders under the Outstanding Bonds inotydiccrued interest and interest on overdue amainstexpense

Bondholders’ meeting
Authority of the Bondholde’ meeting

The Bondholders’ Meeting represents theesuprauthority of the Bondholders community in aditters relating to the Bonds. If a
resolution by or an approval of the Bondholdenguired, resolution of such shall be passed airalBolders’ Meeting. Resolutions
passed at Bondholdr Meetings shall be binding upon and prevail foitladl Bonds and Bondholde

Procedural rules for Bondholde' meetings

A Bondholder’ Meeting shall be held at the request

(@ the Issuer

(b) Bondholders representing at least 1/10 of the aggeeprincipal amount of Voting Bonc
(c) the Exchange, if the Bonds are listed

(d) the Bond Trustee

The Bondholders’ Meeting shall be summonethe Bond Trustee. A request for a Bondholdbfseting shall be made in writing
the Bond Trustee, and shall clearly state the msattebe discusse

If the Bond Trustee has not summoned a Balddhs’ Meeting within 10 — ten — Business Dayefafftaving received such a request,
then the requesting party may summons the Bondte’ Meeting itself.

Summons to a Bondholders Meeting shall §eadched no later than 10 — ten — Business Dags torthe Bondholders’ Meeting.
The summons and a confirmation of each Bondholdmidings of Bonds shall be sent to all Bondholderggstered in the Securities
Register at the time of distribution, with a copythie Issuer. The summons shall also be sent tBxbleange for publicatior

The summons shall specify the agenda dBtmelholders’ Meeting. The Bond Trustee may in thvesons also set forth other
matters on the agenda than those requested. Ifdameanis to this Bond Agreement have been proposednéin content of the
proposal shall be stated in the summu
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The Bond Trustee may restrict the Issuenfmeaking any changes of Voting Bonds in the pefioth distribution of the summons
until the Bondholder Meeting, by serving notice to it to such effe

Matters that have not been reported to tredBolders in accordance with the procedural idesummoning of a Bondholders’
Meeting may only be adopted with the approval b¥ating Bonds.

The Bondholders’ Meeting shall be held enpses designated by the Bond Trustee. The Bondi®lieeting shall be opened and
shall, unless otherwise decided by the Bondholddegting, be chaired by the Bond Trustee. If th@d@drustee is not present, the
Bondholder’ Meeting shall be opened by a Bondholder, and beeazh@y a representative elected by the Bondhc' Meeting.

Minutes of the Bondholders’ Meeting shalkeet. The minutes shall state the numbers of Bolldins represented at the
Bondholders’ Meeting, the resolutions passed attbeting, and the result of the voting. The minsteal be signed by the chairman
and at least one other person elected by the Bddeitso Meeting. The minutes shall be deposited withBond Trustee and shall be
available to the Bondholdel

The Bondholders, the Bond Trustee and viged the Bonds are listed - representatives oEtkehange, have the right to attend the
Bondholders’ Meeting. The chairman may grant actedise meeting to other parties, unless the Bolughs' Meeting decides
otherwise. Bondholders may attend by a represgethtlding proxy. Bondholders have the right taabsisted by an advisor. In case
of dispute the chairman shall decide who may atteadBondholder Meeting and vote the Bonc

Representatives of the Issuer have thétoghitend the Bondholders’ Meeting. The Bondhdd®leeting may resolve that the
Issue’s representatives may not participate in particulatters. The Issuer has the right to be preseirigithe voting.

Resolutions passed at Bondhol¢ meetings

At the Bondholders’ Meeting each Bondholdery cast one vote for each Voting Bond owned atectif business on the day prior to
the date of the Bondholders’ Meeting in accordamitk the records registered in the Securities Regi$Vhoever opens the
Bondholders’ Meeting shall adjudicate any questioncerning which Bonds shall count as the Issugwisds. The Issuer's Bonds
shall not have any voting right

In all matters, the Issuer, the Bond Truateany Bondholder have the right to demand vetedtiot. In case of parity of votes, the
chairman shall have the deciding vote, regardléfiseochairman being a Bondholder or r
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In order to form a quorum, at least hal2) bf the aggregate principal amount of the VotBands must be represented at the
meeting, see however Clause 16.4. Even if lesshhH#r{1/2) of the aggregate principal amount @& Yfoting Bonds are represented,
the Bondholder Meeting shall be held and voting complet

If a quorum exists, resolutions shall bespdsy simple majority of the Voting Bonds reprasdrat the Bondholders’ Meeting,
unless otherwise set forth in Clause 16.

In the following matters, approval by thédeos of at least 2/3 of the aggregate principabamt of the Voting Bonds represented at
the Bondholder Meeting is required

@) amendment of the terms of this Bond Agreemegéarding the interest rate, the tenor, redemptitre @mnd other terms and
conditions directly affecting the cash flow of tBends;

(b) transfer of rights and obligations of this Bond Aégment to another issuer (Issuer)
(c) change of Bond Truste

The Bondholders’ Meeting may not adopt ngsmhs which may give certain Bondholders or otf@rsinreasonable advantage at the
expense of other Bondholde

The Bond Trustee shall ensure that resolutionsgplasthe Bondholde' Meeting are properly implemente
The Issuer, the Bondholders and the Exchange Iskalbtified of resolutions passed at the Bondhg' Meeting.

Repeated Bondholde meeting

If the Bondholders’ Meeting does not forguarum pursuant to Clause 16.3.3, a repeated Bxadelts’ Meeting may be summoned
to vote on the same matters. The attendance anabtimg result of the first Bondholders’ Meetingaditbe specified in the summons
for the repeated Bondhold’ Meeting.

When a matter is tabled for discussionrapaated Bondholders’ Meeting, a valid resolutiayrbhe passed even though less than
half (1/2) of the aggregate principal amount of tmting Bonds are representt

The Bond Trustee
The role and authority of the Bond Trus

The Bond Trustee shall monitor the compkalmg the Issuer of its obligations under this Béwagleement and applicable laws and

regulations which are relevant to the terms of Boad Agreement, including supervision of timelydarorrect payment of principal

or interest, inform the Bondholders, the Paying itgend the Exchange of relevant information whicbbtained and received in its
capacity as Bon

26



17.1.2

17.1.3

17.1.4

17.15

17.1.6

17.1.7

17.1.8

17.2
17.2.1

Norsk Tillitsmann ASA

Trustee (however, this shall not restrict the Bdnastee from discussing matters of confidentialitth the Issuer), arrange
Bondholders’ Meetings, and make the decisions ampdement the measures resolved pursuant to thid Bgneement. The Bond
Trustee is not obligated to assess the I¢s financial situation beyond what is directly s@tlh in this Bond Agreemer

The Bond Trustee may take any step necessary tweeti®e rights of the Bondholders in all mattersspant to the terms of this Bo
Agreement. The Bond Trustee may postpone takirigraantil such matter has been put forward to tbaedholder’ Meeting.

Except as provided for in Clause 17.1.5hed Trustee may reach decisions binding for ahdwlders concerning this Bond
Agreement, including amendments to the Bond Agredmed waivers or modifications of certain provispwhich in the opinion of
the Bond Trustee, do not have a Material AdverdedEbn the rights or interests of the Bondholgrnsuant to this Bond
Agreement

Except as provided for in Clause 17.1.5Bbed Trustee may reach decisions binding for ath@holders in circumstances other
than those mentioned in Clause 17.1.3 provided ptification has been made to the BondholdershSwtice shall contain a
proposal of the amendment and the Bond Trusteekiation. Further, such notification shall statattine Bond Trustee may not
reach a decision binding for all Bondholders inelrent that any Bondholder submits a written ptagainst the proposal within a
deadline set by the Bond Trustee. Such deadlinermotige less than five (5) Business Days followtimg dispatch of such
notification.

The Bond Trustee may not reach decisionsuaumt to Clauses 17.1.3 or 17.1.4 for mattersostt in Clause 16.3.5 except to rectify
obvious incorrectness, vagueness or incomplete

The Bond Trustee may not adopt resolutidmsiwmay give certain Bondholders or others anasweable advantage at the expense
of other Bondholder:

The Issuer, the Bondholders and the Exchsinglébe notified of decisions made by the Bondsiee pursuant to Clause 17.1 unles:
such notice obviously is unnecess:

The Bondholders through action at a BonddrsldMeeting may replace the Bond Trustee withbatlssuer’s approval, as provided
for in Clause 16.3.t

Liability and indemnity

The Bond Trustee is liable only for direxddes incurred by Bondholders or the Issuer asudt i&f negligence or willful misconduct
by the Bond Trustee in performing its functions auties as set forth in this Bond Agreement. ThadB®drustee is not liable for the
content of information provided to the Bondholdensbehalf of the Issue
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The Issuer is liable for, and shall indemttiie Bond Trustee fully in respect of, all lossegyenses and liabilities incurred by the
Bond Trustee as a result of negligence by the tdsneluding its directors, management, officemmpdoyees, agents and
representatives) to fulfill its obligations undbetterms of this Bond Agreement and any other Ei@documents, including losses
incurred by the Bond Trustee as a result of thedBbmistee’s actions based on misrepresentations imathe Issuer in connection
with the establishment and performance of this Bagteement and the other Finance Docume

Change of Bond Truste

Change of Bond Trustee shall be carriegporguant to the procedures set forth in Clausd'té.Bond Trustee shall continue to
carry out its duties as bond trustee until suctetihat a new Bond Trustee is elect

The fees and expenses of a new bond trsistibe covered by the Issuer pursuant to thestsghout in Clause 14, but may be
recovered wholly or partially from the Bond Trustethe change is due to a breach of the Bond €rmuduties pursuant to the terms
of this Bond Agreement or other circumstances foictv the Bond Trustee is liabl

The Bond Trustee undertakes to co-operategasdhe new bond trustee receives without undil@ydollowing the Bondholders’
Meeting the documentation and information necestaperform the functions as set forth under thmseof this Bond Agreemer

Miscellaneous
The community of Bondholde

By virtue of holding Bonds, which are govergahis Bond Agreement (which pursuant to ClaudelZs binding upon all
Bondholders), a community exists between the Boluhs, implying, inter alia, th:

(@) the Bondholders are bound by the terms of this Bageement
(b) the Bond Trustee has power and authority to adtedralf of the Bondholder

(c) the Bond Trustee has, in order to administertéhms of this Bond Agreement, access to the 8esuRegister to review
ownership of Bonds registered in the Securitiesifteg

(d) this Bond Agreement establishes a community betvidaerdholders meaning the
0] the Bonds rank pari passu between each ¢

(i) the Bondholders may not, based on this Bondeggent, act directly towards the Issuer and mayhsmselves
institute legal proceedings against the Issuenigeal, however that this provision shall not restthe Bondholders
from exercising any of their individual rights dexd from the Bond Agreemet

(i)  the Issuer may not, based on this Bond Agreementligctly towards the Bondholde
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(iv)  the Bondholders may not cancel the Bondho’ community, anc
(v)  anindividual Bondholder may not resign from thenBbolder’ community.

Defeasanci

The Issuer may, at its option and at ang tiatect to have certain obligations discharged (Hause 18.2.2) upon complying with the
following conditions “ Covenant Defeasancg);

(@)

(b)

(©

(d)
(e)

()

the Issuer shall have irrevocably pledged ¢oBbnd Trustee for the benefit of the Bondholdashoor government
obligations acceptable by the Bond Trustee (tbefeasance Pledg® in such amounts as will be sufficient for the paptr
of principal and interest on the Outstanding Botadslaturity Date;

the Issuer shall, if required by the Bond Teestprovide a legal opinion reasonably acceptabiieet Bond Trustee to the
effect that the Bondholders will not recognize im&g gain or loss for income tax purposes (undefddgral or Norwegian
tax law, if applicable) as a result of the DefeasaRledge and Covenant Defeasance, and will bedubj such income tax
on the same amount and in the same manner and samhe times as would have been the case if treaBafice Pledge had
not occurred

no Event of Default shall have occurred an@d®tinuing on the date of establishment of the Bsdeace Pledge, or insofar
as Events of Default from bankruptcy or insolveregnts are concerned, at any time in the periothgrah the 18 day
after the date of establishment of the DefeasatenigE;

neither the Defeasance Pledge nor the Covédefieasance results in a breach or violation ofraaterial agreement or
instrument binding upon the Issuer, or the certficof association or partnership agreement gavethie Issuer

the Issuer shall have delivered to the BondtBeia certificate signed by the Chief Financidic®f of the GP that the
Defeasance Pledge was not made by the Issuerheitimtent of preferring the Bondholders over arheotreditors of the
Issuer or with the intent of defeating, hinderidglaying or defrauding any other creditors of theukr or others

the Issuer shall have delivered to the Bond Truatgecertificate or legal opinion reasonably reediregarding the Coven:
Defeasance or Defeasance Pledge (including cetgfiitom the Chief Financial Officer of the GP anlgal opinion from
its legal counsel to the effect that all conditidbosCovenant Defeasance have been complied witthttzat (i) the
Defeasance Pledge will not be subject to any rightseditors of the Issuer, (ii) the DefeasancedBé will constitute a
valid, perfected and enforceable security inteiregavour of the Bond Trustee for the benefit of Bondholders, and

(iii) after the 181st day following the establishmefthe Defeasance Pledge, the funds and assptedged will not be
subject to the effects of any applicable bankrupitsolvency, reorganization or similar laws affegtcreditors rights
generally under the laws of the jurisdiction whire Defeasance Pledge was established and theratrglmmicile of the
Issuer.
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18.2.2 Upon the exercise by the Issuer of its option uriZlause 18.2.1
(a) the Issuer shall be released from their obligatiomder all provisions in Clause 13, except 13.2)1(g) and (h)

(b) the Issuer shall not (and shall ensure thabesup Companies shall not) take any actions tlet cause the value of the
security interest created by this Covenant Defeastmbe reduced, and shall at the request of ¢imel Brustee execute, or
cause to be executed, such further documentatidpariorm such other acts as the Bond Trustee smgonably require in
order for the security interests to remain valitfoeceable and perfected by the Bond Trustee ®matttount of the
Bondholders

(c) any guarantor of the Issuer’s obligations uritlerBonds shall be discharged from their obligatiander the related
guarantee, and the guarantee(s) shall cease tahguvegal effect
(d) all other provisions of the Bond Agreement @picto the extend indicated in clauses (a) — (oyapshall remain fully in

force without any modification:

18.2.3  All moneys covered by the Defeasance Pletgh be applied by the Bond Trustee, in accordavittethe provisions of this Bond
Agreement, to the payment to the Bondholders dfwaths due to them under this Bond Agreement odtleedate thereo

Any excess funds not required for the payment wfggual, premium and interest to the Bondholdemsl(iding any expenses and f
due to the Bond Trustee hereunder) shall be reduiméhe Issuer.

18.3 Limitation of claims

18.3.1  All claims under the Bonds and this Bondeggnent for payment, including interest and princigiaall be subject to the time-bar
provisions of the Norwegian Limitation Act of May,11979 No. 18

18.4 Access to informatio

18.4.1 The Bond Agreement is available to anyorecapies may be obtained from the Bond Truste@eidsuer. The Issuer shall ensure
that the Bond Agreement is available in copy foonthie general public until all the Bonds have biedly discharged

18.4.2 The Bond Trustee shall, in order to carnyitsufunctions and obligations under the Bond Agnent, have access to the Securities
Register for the purposes of reviewing ownershithefBonds registered in the Securities Regi
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Amendment

All amendments of this Bond Agreement sbalmade in writing, and shall unless otherwise joled for by this Bond Agreement,
only be made with the approval of all parties her

Notices, contact informatic

Written notices, warnings, summons and atbermunications to the Bondholders made by the Bandtee shall be sent via the
Securities Register with a copy to the Issuer &aedBxchange. Information to the Bondholders majieinof the requirement in the
immediately preceding sentence, be published av#iesite www.stamdata.n

The Issues’written notifications to the Bondholders shalldeat via the Bond Trustee, or alternatively thiotite Securities Regis
with a copy to the Bond Trustee and the Excha

Unless otherwise specifically provided, all notioether communications under or in connectiorliis Bond Agreement betwe
the Bond Trustee and the Issuer shall be givenaatenin writing, by letter, or facsimile. Any sucbtice or communication shall be
deemed to be given or made as follo

€) if by letter, when delivered at the address ofrtlevant Party
(b) if by facsimile, when receivel

However, a notice given in accordance with the aldmyt received on a day which is not a businessrdthe place of receipt, or aff
5:00 p.m. on such a business day, shall only bmddédo be given at 9:00 a.m. on the next businagsmdthat place.

The Issuer and the Bond Trustee shall eribatéhe other party is kept informed of changegdstal address, e-mail address,
telephone and fax numbers and contact per:

Dispute resolution and legal ven

This Bond Agreement and all disputes arisimgod, or in connection with this Bond Agreementvieen the Bond Trustee, the
Bondholders and the Issuer, shall be governed bywbigian law.

All disputes arising out of, or in connection witlis Bond Agreement between the Bond Trustee, thredBolders and the Issuer,
shall be exclusively resolved by the courts of Nayywith the District Court of Oslo as sole legahue.

Service of proces
Without prejudice to any other mode of service,l8seier;

@ irrevocably appoints Teekay Shipping Norway (ASimited liability company incorporated in Norwagth Company No.
964 111 723) as its agent for service of procdsasimg to any proceedings before the Norwegian tsoarconnection with
any Finance Documer
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(b) agrees that failure by the process agent to nittiffythe process will not invalidate the proceegirtoncerned; ar

(c) consents to the service of process relatiraptosuch proceedings before the Norwegian courferéyaid posting of a copy
of the process to its address stated in this Bogréément

*kkkk

This Bond Agreement has been executed in two aigjrof which the Issuer and the Bond Trusteemaiae each.

The Issuer: The Bond Trustee:
TEEKAY OFFSHORE PARTNERS L.P. NORSK TILLITSMANN ASA

By: Teekay Offshore GP L.L.C., its general pari

By: By:
Position: Position:
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Attachment 1
COMPLIANCE CERTIFICATE

Norsk Tillitsmann ASA
P.O. Box 1470 Vika
N-0116 Oslo

Norway

Fax: +47 22 8794 10
E-mail: mail@trustee.no

[date’

Dear Sirs,
TEEKAY OFFSHORE PARTNERS L.P. BOND AGREEMENT 2013/2016 - ISIN 001 0670110

We refer to the Bond Agreement for the above maetioBond Issue made between Norsk Tillitsmann ASBand Trustee on behalf of the
Bondholders, and the undersigned as Issuer undehvaiCompliance Certificate shall be issued. Tétigr constitutes the Compliance
Certificate for the period [PERIOD].

Capitalised words and expressions are used heselafmed in the Bond Agreement.

With reference to Clause 13.2.3 we hereby certifit:t

1. allinformation contained herein is true anduaate and there has been no change which wouldmably be expected to have a material
adverse effect on the financial condition of th&ukr since the date of the last accounts or th€laspliance Certificate submitted to

you.
the covenants set out in Clause 13 are satisfiatl material respect:

in accordance with Clause 13.5(a)(i), the Friegidity and undrawn committed revolving creditdsavailable to the Group (but
excluding committed revolving credit lines with $ethan six months to maturity) is [

4. in accordance with Clause 13.5(a)(ii), the peragmitaf Free Liquidity and undrawn committed revotyoredit lines to Total Debt is [

Copies of our latest consolidated [annual auditegifgrly unaudited] accounts are enclosed.
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Yours faithfully,
Teekay Offshore Partners L.

By: Teekay Offshore GP L.L.C., its general part

Name of authorized perst

Enclosure: [copy of any written documentatipn
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Norsk Tillitsmann ASA

This bond agreement has been entered into on 2(a13af013 between

Q) Teekay Offshore Partners L.P. (a limited paghg organized in the Marshall Islands with Comphio. 950010), as issuer
(the" Issuer™), and

(2) Norsk Tillitsmann ASA (a company incorporated inrivay with Company No. 963 342 624), as bond trugtez" Bond
Trustee™”).

Interpretation
Definitions

In this Bond Agreement the following terms shalvéghe following meanings (certain terms relevantGlauses 1.2 and 18.2 and
other Clauses may be defined in the relevant C)ause

“ Account Manager” means a Bondholder’s account manager in the 8&ssuRegister.
“ Attachment ” means any attachments to this Bond Agreement.

“ Bond Agreement” means this bond agreement, including any Attaatsieo which it refers, and any subsequent amentinzemn
additions agreed between the Parties.

“ Bond Issue” means the bond issue constituted by the Bonds.

“ Bond Reference Raté means 3 months NIBOR.

“ Bondholder ” means a holder of Bond(s), as registered in #x@ufties Register, from time to time.
“ Bondholders’ Meeting” means a meeting of Bondholders, as set forthlause 16.

“ Bonds” means the securities issued by the Issuer putsaahis Bond Agreement, representing the Bondéiafdunderlying claim
on the Issuer.

“ Business Day’ means any day on which commercial banks are égegeneral business, and can settle foreign cayren
transactions in Oslo.

“ Business Day Conventiori means that if the relevant Interest Payment Relte on a day that is not a Business Day, that dall
be the first following day that is a Business Dajess that day falls in the next calendar monthyhich case that date will be the
first preceding day that is a Business D&jadified Following Business Day Conventipn
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Norsk Tillitsmann ASA

“ Change of Control Event” means:

Q) an event where the Issuer ceases to hold tijirecindirectly, 100 % of the ownership and vatirights of Teekay Offshore
Operating L.P. (a limited partnership organizeisrshall Islands with Company No. 95001
or

(2) an event where Teekay Corporation (a company irmzated in the Marshall Islands with Company No.B5&ases to hol

directly or indirectly, a minimum of 51% of the oenship and voting rights of the GP, which condudisscts and manages
all activities of the Issue

“ Costs” means all costs, expenses, disbursements, pagnararges, losses, demands, claims, liabilitiesalpies, fines, damages,
judgments, orders, sanctions, fees (including traxpenses, VAT, court fees and legal fees) andodimgr outgoings of whatever
nature.

“ Default ” means an Event of Default or any event or circiamse specified in Clause 15.1 (Events of Defauftich would (with
the giving of notice, lapse of time, determinatamateriality or the fulfilment of any other ajigdble condition or any combination
of the foregoing) be an Event of Default under Rimance Document.

“ Encumbrance” means any encumbrance, mortgage, pledge, liemgeltahether fixed or floating), assignment by wagecurity,
finance lease, sale and repurchase or sale areblasarrangement, sale of receivables on a rezbass or security interest or any
other agreement or arrangement having the effecbferring security.

“ Event of Default” means the occurrence of an event or circumstapeeified in Clause 15.1.

“ Exchange” means securities exchange or other reputable etiaece for securities, on which the Bonds aredisor where the
Issuer has applied for listing of the Bonds.

“ Finance Documents' means (i) this Bond Agreement, (ii) the agreemmativeen the Bond Trustee and the Issuer refeorad t
Clause 14.2, and (iii) any other document (whetieating a security interest or not) which is exedwat any time by the Issuer in
relation to any amount payable under this Bond Agrent.

“ Financial Indebtedness’ means any indebtedness incurred in respect of:
€) moneys borrowed, including acceptance cre
(b) any bond, note, debenture, loan stock or othedainmstrument

(c) the amount of any liability in respect of aepase, hire purchase contract which would, in acowd with GAAP, be treated
as a finance or capital lea:

(d) receivables sold or discounted (other than anyivabkes sold on a n«-recourse basis
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(e) any sale and lea-back transaction, or similar transaction whichréated as indebtedness under GA

) the acquisition cost of any asset to the expaytable after its acquisition or possession byptmty liable where the deferred
payment is arranged primarily as a method of rgifimance or financing the acquisition of that &s

(9) any derivative transaction entered into in ariion with protection against or benefit from tuation in any rate or price,
including without limitation currency or interestte swaps, caps or collar transactions (and, walkenlating the value of th
transaction, only the me-to-market value of the applicable derivative shaltddeen into account

(h) any amounts raised under any other transachiansg the commercial effect of a borrowing osiag of money, whether
recorded in the balance sheet or not (includingfanyard sale of purchase agreeme

0] any counter-indemnity obligation in respeciaojuarantee, indemnity, bond, standby or documgtdtter of credit or any
other instrument issued by a bank or financialtusons; anc

0] (without double counting) any guarantee, indé@ynar similar assurance against financial losamy§ person in respect of any
of the items referred to in (a) through (i) abc

“ Financial Statements’ means the audited unconsolidated and consolidaiedal accounts and financial statements of theels
for any financial year, drawn up according to GAAB¢h accounts to include a profit and loss accdaalénce sheet and cash flow
statement.

“ Free Liquidity " means, at any time, cash, cash equivalents amkletadle securities (with investment grade ratiogrf S&P
and/or Moody’s Investors Service) of maturitieslésan one (1) year, to which the Group shall Heee, immediate and direct
access each as reflected in the Issuer’'s mosttrgaarterly, consolidated financial statements.tReravoidance of doubt, Free
Liquidity shall not be subject to any Encumbrance.

“ GAAP " means the generally accepted accounting pringijplehe United States of America, in force fromeito time.

“ GP " means Teekay Offshore GP L.L.C., a Marshall Ig&limited liability company with Company No. 96a88&vhich is the
general partner of the Issuer, which is a limitadmership formed under the Marshall Islands Lichiartnership Act and governed
by a limited partnership agreement. Under suchaict partnership agreement, the GP manages thetiopsrand activities of the
Issuer.

“ Group " means the Issuer and its Subsidiaries, at@raup Company” means the Issuer or any of its Subsidiaries.

“ Interest Payment Date” means 25 January, 25 April, 25 July and 25 Octebeh year and the Maturity Date. Any adjustmenit
be made according to the Business Day Convention.
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“ISIN " means International Securities Identification Nagring system — the identification number of then&a
“ Issue Date” means 25 January 2013.

“ Issuer's Bonds” means Bonds owned by the Issuer, any party digsawho has decisive influence over the Issueangrparty or
parties over whom the Issuer has decisive influence

“ Manager” means the manager for the Bond Issue.
“Margin " means 4.75 percentage points per annum.

“ Material Adverse Effect” means a material adverse effect on: (a) the busifiaancial condition or operations of the Issaed/ol
the Group taken as a whole, (b) the Issuer’s ghitperform and comply with its obligations undee Bond Agreement; or (c) the
validity or enforceability of the Bond Agreement.

“ Material Subsidiary " means:
0] any Subsidiary whose total consolidated assetesept at least 10 % of the total consolidated asge¢he Group, ¢
(ii) any Subsidiary whose total consolidated revenuya®sent at least 10 % of the total consolidatedalets of the Grou|

“ Maturity Date " means 25 January 2018 or an earlier maturity daterovided for in this Bond Agreement. Any furthdjustment
may be made according to the Business Day Conventio

“ NIBOR " means that the rate for an interest period vélthe rate for deposits in Norwegian Kroner foedaqd as defined under
Bond Reference Rate which appears on the ReuteegsiBblIBR Page as of 12.00 noon, Oslo time, om#hyethat is two Business
Days preceding that Interest Payment Date. If satthdoes not appear on the Reuters Screen NIB&, Bagrate for that Interest
Payment Date will be determined as if the Bond Refee Rate is 3 months NIBOR Reference Rate aspiblécable floating rate
option.

“ NIBOR Reference Rate"means that the rate for an interest period wikdleeermined on the basis of the rates at which dispios
Norwegian Kroner are offered by four large authedliexchange banks in the Oslo market (tReference Banks') at

approximately 12.00 noon, Oslo time, on the dayithéwo Business Days preceding that Interest RayrDate to prime banks in t
Oslo interbank market for a period as defined uiterd Reference Rate commencing on that IntergghPat Date and in a
representative amount. The Bond Trustee will regiesprincipal Oslo office of each Reference Btmkrovide a quotation of its
rate. If at least two such quotations are providee rate for that Interest Payment Date shalhkeatithmetic mean of the quotations.
If fewer than two quotations are provided as retpebshe rate for that Interest Payment Date velthe arithmetic mean of the rates
quoted by major banks in Oslo, selected by the Bondtee, at approximately 12.00 noon, Oslo tinmethat Interest Payment Date
for loans in
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Norwegian kroner to leading European banks forreogeas defined under Bond Reference Rate commgmeirthat Interest
Payment Date and in a representative amount.
“ NOK " means Norwegian kroner, being the lawful currenEorway.
“ Outstanding Bonds” means the aggregate principal amount of the tatatber of Bonds not redeemed or otherwise diselgarg
“ QIB " means a “qualified institutional buyer” as defihim Rule 144A under the US Securities Act.
“ Party " means a party to this Bond Agreement (includisgsuccessors and permitted transferees).

“ Paying Agent” means any legal entity as appointed by the Isandrapproved by the Bond Trustee who acts as gagant on
behalf of the Issuer with respect to the Bonds.

“ Payment Date” means a date for payment of principal or interest
“ Quarter Date " means each 31 March, 30 June, 30 September aBe&&dmber.

“ Quarterly Financial Reports " means the unaudited unconsolidated and conselidatancial statements of the Issuer as of each
Quarter Date, prepared in accordance with GAAPh siecounts to include a profit and loss accourdgnu® sheet and cash flow
statement.

“ Securities Register’ means the securities register in which the Bassi¢ is registered.
“ Securities Register Act’ means the Norwegian Act relating to Registratidiirinancial Instruments of 5 July 2002 No. 64.

“ Subsidiary” means an entity over which another entity or petsamsa determining influence due to (i) direct amttirect ownershi
of shares or other ownership interests, (ii) cdrifahe general partner of any such other entigit ts a limited partnership and/or
(iif) agreement, understanding or other arrangemfamientity shall always be considered to be theskliary of another entity or
person if such entity or person has such numbsharfes or ownership interests so as to represenbdjority of the votes in the
entity, or has the right to elect or dismiss a mgjof the directors in the entity.

“ Taxes” means all present and future taxes, levies, ingakities, charges, fees, deductions and withingédiand any restrictions
and or conditions resulting in a charge togethé witerest thereon and penalties in respect e Tax ” and “ Taxation ”
shall be construed accordingly.
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“ Total Debt ” means, at any time, on a consolidated basisefitoup, the aggregate of:

0] the amount calculated in accordance with GAABven as each of “long term debt”, “short term dednid ‘turrent portion ¢
long term det” on the latest consolidated balance sheet of theedsanc

(ii) the amount of any liability in respect of any leasdire purchase contract entered into by theeissuany of its Subsidiaris
which would, in accordance with GAAP, be treate@d dimance or capital lease (excluding any amoapfdicable to leases
to the extent that the lease obligations are sdduwyea security deposit which is held on the batasteeet under “restricted
casl”).

“ US Person” has the meaning ascribed to such term in Reguia®i under the US Securities Act.

“ US Securities Act’ means the U.S. Securities Act of 1933, as amenaledi the rules and regulations promulgated theleun
“ USD"” means US Dollars, being the legal currency ofltimted States of America.

“ Voting Bonds” means the Outstanding Bonds less the Issuer'sifon

1.2 Construction
In this Bond Agreement, unless the context otherwesjuires:

(a) headings are for ease of reference ¢

(b) words denoting the singular number shall includeptural and vice vers,

(c) references to Clauses are references to the Clatif@s Bond Agreemen

(d) references to a time is a reference to Oslo tinkesgrotherwise stated here

(e) references to a provision of law is a refereiddat provision as it may be amended or re-ethend to any regulations

made by the appropriate authority pursuant to saehincluding any determinations, rulings, judgrseand other binding
decisions relating to such provision or regulat

() references to tontrol ” means the power to appoint a majority of the Hazfrdirectors of the entity or to direct the
management and policies of an entity, whether thindhe ownership of voting capital, by contracbtirerwise; anc

(h) references to agerson” shall include any individual, firm, partnershjpint venture, company, corporation, trust, fund,
body corporate, unincorporated body of personangrstate or any agency of a state or associatibetber or not having
separate legal personalit

2 The Bonds
2.1 Binding nature of the Bond Agreem:

2.1.1 The Bondholders are, through their subsotipipurchase or other transfer of Bonds bound éyehms of the Bond Agreement and
other Finance Documents, and grant authority t®Bitred Trustee to finalize and execute the Bond Agrent on the Bondholders
behalf as set out in the subscription documents) gheet, sale
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documents or in any other way, and all Bond trassfee subject to the terms of this Bond Agreeraedtall Bond transferees are, in
taking transfer of Bonds, deemed to have acceptterms of the Bond Agreement and the other Fe&@uacuments and will
automatically become parties to the Bond Agreermapoh the completed transfer having been registeviddout any further action
required to be taken or formalities to be compligth, see also Clause 18

The Bond Agreement is available to anyoneraag be obtained from the Bond Trustee or the IsSire Issuer shall ensure that the
Bond Agreement is available to the general publiodghout the entire term of the Bon

The Bond:

The Issuer has resolved to issue a seriBsrads in the maximum amount of NOK 800,000,000 ¢gian kroner eight hundred
million).

The Bonds will be in denominations of NOK 1,000,@2&h and rank pari passu between themselves.

The Bond Issue will be described as “FRN Teekagkiffe Partners L.P.
Senior Unsecured Bond Issue 2013/2018".

The International Securities Identification NumBi&IN) of the Bond Issue will be NO 001 0670128.
The tenor of the Bonds is from and including treuksDate to the Maturity Date.

Purpose and utilizatio
The net proceeds of the Bonds shall be employeddoeral partnership purpos

Listing
The Issuer shall apply for listing of the Bonds@sio Bars
If the Bonds are listed, the Issuer shall ensuaiettie Bonds remain listed until they have beeahdisged in full

Registration in a Securities Registe

The Bond Issue and the Bonds shall prior toudisement be registered in the Securities Regastarding to the Securities Register
Act and the conditions of the Securities Regis

The Issuer shall promptly arrange for notifimatto the Securities Register of any changesertéhms and conditions of this Bond
Agreement. The Bond Trustee shall receive a cophiehotification
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The Issuer is responsible for the implementadiocorrect registration in the Securities Registée registration may be executed by
an agent for the Issuer provided that the agemuadified according to relevant regulatio

The Bonds have not been registered under the USiBes Act, and the Issuer is under no obligatmarrange for registration of tl
Bonds under the US Securities A

Purchase and transfer of Bonds
Subject to the restrictions set forth in this ClaBsthe Bonds are freely transferable and mayldunigpd.

Bondholders may be subject to purchase orfeansstrictions with regard to the Bonds, as aygflie from time to time under local
laws to which a Bondholder may be subject (duete.ds nationality, its residency, its registessttiress, its place(s) for doing
business). Each bondholder must ensure compliaitbdagal laws and regulations applicable at owst@nd expense. Without
limiting the generality of the foregoin

Bondholders that are US Persons or located in thiteetd States will not be permitted to transfer Boads except (a) subject to an
effective registration statement under the US SeesitAct, (b) to a person that the Bondholder oaably believes is a QIB within
the meaning of Rule 144A under the US Securitieistiat is purchasing for its own account, or thecamt of another QIB, to whom
notice is given that the resale, pledge or ottersier may be made in reliance on Rule 144A, (tjide the United States in
accordance with Regulation S under the US Secsidt@ in a transaction on the Oslo Bgrs, and (d$ypant to an exemption from
registration under the US Securities Act providgdRinlle 144 thereunder (if available). The Bonds matybe purchased by, or for
the benefit of, persons resident in Canada.

Notwithstanding the above, a Bondholder which haslpased the Bonds in contradiction to mandatastrictions applicable ma
nevertheless utilize its voting rights under thenB Agreement

Conditions Precedent

Disbursement of the net proceeds of the Bamdiset Issuer will be subject to the Bond Trustedrtareceived the following
documents, in form and substance satisfactory &i least two Business Days prior to the Issuel

(a) this Bond Agreement duly executed by all partiesedio;

(b) certified copies of all necessary corporatelg®ns of the Issuer to issue the Bonds and dretie Finance Documents to
which it is a party

(c) a power of attorney from the Issuer to relevadividuals for its execution of the relevant Figa Documents, or extracts
from the relevant register or similar documentateidencing the individuals authorized to sign ehdif of the Issue|
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certified copies of the Certificate of Formatiom tbe Issuer, and the partnership agreement foistweer;
the latest Financial Statements for the Issuertla@dissue s latest Quarterly Financial Repc

confirmation that the requirements set fortfCinapter 7 of the Norwegian Securities Trading @raplementing the EU
prospectus directive (2003/71 EC) concerning prosges have been fulfilled or do not apply to tleadIssue

to the extent necessary, any public authorisatieqaired for the Bond Issu

confirmation from the Paying Agent that the Bondsébeen registered in the Securities Regi
written confirmation in accordance with Clause (if 3equired);

the agreement set forth in Clause 14.2, duly exel;

documentation on the granting of authoritylte Bond Trustee as set out in Clause 2.1 and copeasy written
documentation made public by the Issuer or the Igana connection with the Bond Issue; ¢

legal opinions in a form and content acceptablthe Bond Trustee from local counsel acceptabthe Bond Trustee,
confirming inter alia (i) that the Issuer is legadirganised and validly existing under its jurigitio of organisation, (ii) the
valid execution by the Issuer of the Finance Doausiand the enforceability of the Finance Documeitsthat the Issuer
has full partnership power and capacity to enter &amd perform the duties under the Finance Doctsneand (iv) that there
are no other consents, approvals, authorisationsdars required by the Issuer from any governniemtather regulatory
agencies in the jurisdictions of organisation & tsuer in connection with the issue and offeahthe Bonds and the
performance by Issuer of its obligations underfimance Document:

The Bond Trustee may, in its reasonable opinionyevine deadline or requirements for documentai®set forth in Clause 6.

Disbursement of the net proceeds from the Bangsbject to the Bond Trustee’s written noticéhi Issuer, the Manager and the
Paying Agent that the documents have been receinddhat the required conditions precedent ardlédfor have been waive

On the Issue Date, subject to receipt of cordtion from the Bond Trustee pursuant to Clausetbe8Manager shall make the net
proceeds from the Bond Issue available to the ts
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Representations and Warranties
The Issuer represents and warrants to the Bondegrfsn behalf of the Bondholders) tt

(@ Status

Itis a limited partnership, duly organized anddigl existing under the law of the jurisdictionwhich it is incorporated, and has the
power to own its assets and carry on its busingéisimbeing conducted.

(b) Power and authorit'

It has the power to enter into and perform, andtalkasn all necessary partnership action to autadtssentry into, performance and
delivery of this Bond Agreement and any other FagaBocument to which it is a party and the trarieastcontemplated by those
Finance Documents.

(c) Valid, binding and enforceable obligatio

This Bond Agreement and any other Finance Docutaewhich it is a party constitute (or will constiéiwhen executed by the
respective parties thereto) legal, valid and bigdibligations of the Issuer, enforceable in accocdavith their terms, and (save as
provided for therein) no further registration,rij, payment of Tax or fees or other formalitiesrageessary to render the said
documents enforceable against the Issuer.

(d) Nor-conflict with other obligation

The entry into and performance by the Issuer oBibed Agreement and any other Finance Documenthiohwit is a party and the
transactions contemplated thereby do not and wilkconflict with (i) any present law or regulationpresent judicial or official
order; (ii) its Certificate of Formation or partship agreement; or (iii) any document or agreemdrich is binding on the Issuer or
any of its assets.

(e) No Event of Defau

No Default exists, and no other circumstances ewisth constitute or (with the giving of noticepke of time, determination of
materiality or the fulfillment of any other appligla condition, or any combination of the foregoimgjuld constitute a default under
any document which is binding on the Issuer or@inis assets, and which would reasonably be erpdct have a Material Adverse
Effect.

) Authorizations and conser

All authorisations, consents, licenses or approghény governmental authorities required for th&uker in connection with the
execution, performance, validity or enforceabibifythis Bond Agreement or any other Finance Docuiramd the transactions
contemplated thereby, have been obtained and &deaval in full force and effect. All material aattisations, consents, licenses or
approvals of any governmental authorities requicedhe Issuer to carry on its business as pregentiducted and as contemplated
by this Bond Agreement, have been obtained andhdtdl force and effect.
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(9) Litigation

No litigation, arbitration or administrative procieg of or before any court, arbitral body or ageiscpending or, to the best of the
Issuer’'s knowledge, threatened which, if adversetgrmined, would reasonably be expected to hawatarial Adverse Effect.

(h) Financial Statement

The most recently audited Financial Statementstla@dnost recent unaudited Quarterly Financial Risgfor the Issuer, fairly and
accurately represent in all material respects $iseta and liabilities and financial condition athair respective dates, and have beer
prepared in accordance with GAAP, consistently igpgdrom one year to another.

0] No undisclosed liabilitie

As of the date of the most recent balance shektdad in the Financial Statements and Quarterlafdral Report, the Issuer had no
material liabilities, direct or indirect, actual contingent, that are required by GAAP to be ineldich such balance sheet and that ar
not disclosed by or reserved against in the Firsi8tatements or in the notes thereto.

)] No Material Adverse Effe

Since the date of the most recent Financial Statésrend Quarterly Financial Report, there has Im@echange in the business, as
or financial condition of the Issuer that wouldgeaably be expected to have a Material AdversecEffe

(k) No misleading informatio

All documents and information which have been pilediby the Issuer or with the agreement of theelsguthe subscribers or the
Bond Trustee in connection with this Bond Issugesent the latest publicly available financial mh@tion concerning the Group,
and there has been no change in the Group’s fiabpaosition since the date of the latest Quarteityancial Report of the Issuer
which could reasonably be expected to have a Mdtadverse Effect.

0] Environmental complianc

The Issuer and each Group Company is in compliaiteany relevant applicable environmental law egulation and no
circumstances have occurred which would prevertt sompliance in a manner which, in each case, had®hwould reasonably be
expected to have a Material Adverse Effect.

(m) Intellectual property

The Group has valid and good title to (a) its matgratents, trade marks, service marks, desigrmsnbss names, copyrights, design
rights, inventions, confidential information andhet intellectual property rights and interests (thbe registered or unregistered), ¢
(b) the benefit of all applications and rights sewsuch assets.

(n) No withholdings

The Issuer is not required to make any deductiomititholding for or on account of any Taxes levigdthe United States, Canada ol
the Republic of the Marshall Islands, or any paditisubdivision thereof or Taxing or other authotiterein, or any political
subdivision or Taxing or other authority in anyigdiction from or
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through which the Issuer effects any payments meten) from any payment which it may become obligechake to the Bond
Trustee (on behalf of the Bondholders) or the Baidirs under this Bond Agreement; provided, howetht, notwithstanding any
provision in this Agreement to the contrary, theuks shall not be liable under this Agreement eetany obligation to indemnify
any Bondholder for or with respect to any Taxes #ina imposed due to any of the following:

@ the Bondholder has some connection with theifijurisdiction other than merely holding the Bsrat receiving
principal or interest payments on the Bonds (sigctitizenship, nationality, residence, domicileggistence of a
business, a permanent establishment, a dependantt agolace of business or a place of managemesém or
deemed present within the Taxing jurisdiction); .

(i) any Tax imposed on, or measured by net incc

(0) Pari passu ranking

The Issuer’s payment obligations under this Bonde&gent or any other Finance Document to which at party rank at least pari
passu with the claims of its other unsecured amstilbordinated creditors, except for claims whichpasderred by bankruptcy,
insolvency, liquidation or other similar laws ofrgegal application and for other obligations tha mxandatorily preferred by law
applying to companies generally.

The representations and warranties set outansg€ 7.1 shall apply for the Issuer and are madée execution date of this Bond
Agreement, and shall be deemed to be repeatecedestie Date

The Bond Trustee may prior to disbursement recalingitten statement from the Issuer confirming cbameze with Clause 7.:

In the event of misrepresentation, the Isshell ;ndemnify the Bond Trustee for any economiskes suffered, both prior to the
disbursement of the Bonds, and during the termh@Bonds, as a result of its reliance on the remtasions and warranties provided
by thelssuer herein

Status of the Bonds and securit'

The Bonds shall be senior unsecured debt dstheer. The Bonds shall rank at leati passuwith all other senior unsecured
obligations of the Issuer (save for such claimschvldre preferred by bankruptcy, insolvency, ligtimaor other similar laws of
general application and for other obligations #rat mandatorily preferred by law) and shall rankeghof subordinated del

The Bonds are unsecure
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Interest

The Issuer shall pay interest on the aggremattanding principal amount of the Bonds from, amluding, the Issue Date at the
Bond Reference Rate plus the Margin (togethe” Floating Rate”).

Interest payments shall be made in arrears omtkeelst Payment Dates each year; the first Int@aginent Date falls in April 201

The relevant interest payable amount shalbbautated based on a period from, and including, loterest Payment Date to, but
excluding, the next following applicable Interestyfent Date

The day count fraction in respect of the caltah of the payable interest amount shall be “At860”, which refers to the actual
number of days in the calculation period for whitcterest is payable divided by 3¢

The applicable Floating Rate on the Bondstiseset on each Interest Payment Date by the Boustde commencing on the Interest
Payment Date at the beginning of the relevant taticm period.

When the interest rate is set for the first timd an subsequent interest rate resets, the nexestteayment Date, the interest rate
applicable up to the next Interest Payment Datetlam@ctual number of calendar days up to that sfzeé be determined by the Bc
Trustee and promptly notified to the Bondholdéhs, issuer, the Paying Agent, and if the Bondsisted, the Exchange.

The payable interest amount per Bond for a relevaltulation period shall be calculated as follo

Interest = Face x Floating x Floating Rate
Amount Value Rate Day Count Fractiol

Maturity of the Bonds and Change of Control
Maturity
The Bonds shall mature in full on the Maturity Daad shall be repaid at par (100%) by the Issuer.

Change of contrc

Upon the occurrence of a Change of ContvehEeach Bondholder shall have a right of pre-paynia “Put Option ) of its Bonds
at a price of 100 % of par plus accrued and unjpaétest.

The Put Option must be exercised within &sdafter the Issuer has given notification toBbed Trustee and the Bondholders of a
Change of Control Even
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Such natification shall be given as soon as possifier a Change of Control Event has taken place.

The Put Option may be exercised by the Bondholbgigiving written, irrevocable notice of the requesits Account Manager. The
Account Manager shall notify the Paying Agent af fire-payment request. The settlement date ofuh®ption shall be fifteen — 15
— Business Days following the date when the Pajiggnt received the repayment request.

On the settlement date of the Put Optian)gbuer shall pay to each of the Bondholders hgl&ionds to be pre-paid, the principal
amount of each such Bond and any unpaid interestiad up to (but not including) the settlement d

Payments
Payment mechanic

The Issuer shall pay all amounts due td@thedholders under the Bonds and this Bond Agreeimgitediting the bank account
nominated by each Bondholder in connection witlsésurities account in the Securities Regit

Payment shall be considered to have beep prazk the amount has been credited to the bardhwioids the bank account
nominated by the Bondholder in question, but ifpaging bank and the receiving bank are the samanpnt shall be considered to
have been made once the amount has been creditegl bank account nominated by the Bondholder astjon, see however Clause
11.2.

Currency

If the Bonds are denominated in currendieerdhan NOK, each Bondholder must provide tharigpggent (either directly or
through its Account Manager) with specific paymiastructions, including foreign exchange bank actaletails. Depending on the
currency exchange settlement agreements betwed@otidholders’ bank and the Paying Agent, cashesettht may be delayed, in
which case no default interest or other penaltyl sttarue for the benefit of the Bondholde

Except as otherwise expressly providedgratbunts payable under this Bond Agreement and gy &inance Document shall be
payable in the same currency as the Bonds are deatad in. If, however, the Bondholder has not giirestruction as set out in
Clause 11.2.1, within 5 Business Days prior to ynfent Date, the cash settlement will be exchangedNOK and credited to the
NOK bank account registered with the Bondholderoant in the Securities Regist

Amounts payable in respect of costs, expenses,sTana other liabilities shall be payable in theency in which they are incurre
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Se-off and counterclaim

The Issuer may apply or perform any coufasns or set-off against any payment obligationsspant to this Bond Agreement or
any other Finance Docume!

Interest in the event of late paym:

In the event that payment of interest angipial is not made on the relevant Payment Dageuttpaid amount shall bear interest from
the Payment Date at an interest rate equivalethietinterest rate according to Clause 9 plus 5e6d6gmtage point:

The interest charged under this Clause stiall be added to the defaulted amount on eaclectigp Interest Payment Date relating
thereto until the defaulted amount has been repdidll.

The unpaid amounts shall bear interestadsdstbove until payment is made, whether or r@Bibnds are declared to be in default
pursuant to Clause 15.1 (a), cf. Clauses - 15.4.

Irregular payment:

In case of interest payments made on aodlaée than the regularly scheduled payment dageBtnd Trustee may instruct the Issuer
or Bondholders of other payment mechanisms thacritbesl in Clause 11.1 or 11.2 above. The Bond €rmistay also obtain
payment information regarding Bondholc’ accounts from the Securities Register or Accounhaders

Issuer’s acquisition of Bonds

The Issuer has the right to acquire and owmdBdlIssuer’s Bonds). The Issuer's Bonds may alstheer’s discretion be retained by
the Issuer, sold or discharge

Covenants
General
The Issuer has undertaken the covenants in thiss€la3 to the Bond Trustee (on behalf of the Boht#s), as further stated belo

Subject to Section 18.2, the covenants in this €d&l8 shall remain in force from the date of thim@ Agreement and until such tii
that no amounts are outstanding under this Bon@#&gent and any other Finance Document, unlessahe Brustee (or
Bondholders by action at a Bondholders Meetinghasase may be), has agreed in writing to waiyecamenant, and then only to
the extent of such waiver, and on the terms anditions set forth in such waive
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13.2 Information Covenant
13.2.1 The Issuer sha
(a) without being requested to do so, immediatefgrim the Bond Trustee of any Default or Event ef&ult as well as of any

circumstances which the Issuer understands woakbreably be expected to lead to an Event of Del

(b) without being requested to do so, inform the@drustee of any other event which could reasgniadlexpected to have a
Material Adverse Effect

(c) without being requested to do so, inform tha@adrustee if the Issuer intends to sell or dispisa! or a substantial part of
its assets or operations, or change the natutts btisiness

(d) without being requested to do so, produce FimiStatements annually and Quarterly Financigdd®es quarterly and make
them available on its website in the English larmguas soon as they become available, and notheterl20 days after the
end of the financial year and 60 days after theadritle relevant quarter, in each case subjeabyceaemption, waiver or
extension granted by the Exchange or as permitteahip amendment to the Exchange listing r.

(e) at the request of the Bond Trustee, report thenoalaf the Issu’s Bonds;

) without being requested to do so, send a copi¢ Bond Trustee of its notices to the Exchaifdested) which are of
relevance for the IssL’s liabilities pursuant to this Bond Agreeme

(9) without being requested to do so, inform thad@drustee of changes in the registration of theddan the Securities
Register; ant

(h) within a reasonable time, provide such infolioragbout the Issuer’s financial condition as tlem® Trustee may reasonably
request

13.2.2 The Issuer shall at the request of the Biandtee provide the documents and information resggso maintain the listing and
quotation of the Bonds on the Exchange (if lisi@al to otherwise enable the Bond Trustee to carryt®rights and duties pursuant
to this Bond Agreement and the other Finance Docdsnas well as applicable laws and regulati

13.2.3  The Issuer shall in connection with theésstiits Financial Statements and Quarterly Reportier Clause 13.2.1. (d), confirm to the
Bond Trustee in writing the Issuer's compliancetwviiie covenants in Clause 13. Such confirmatioli bBeaundertaken in a
compliance certificate, substantially in the forreat out in Attachment 1 hereto, signed by the xecutive Officer or Chief
Financial Officer of the Issuer. In the event ohrzpmpliance, the compliance certificate shall descthe non-compliance, the
reasons therefore as well as the steps which sheelddas taken and will take in order to recti®y tlor-compliance
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General Covenant
(a) Pari passu ranking

The Issuess obligations under this Bond Agreement and angrdiiinance Document shall at all times rank attlpad passu with tt
claims of all its other unsecured and unsubordihateditors save for those whose claims that afeped solely by any bankruptcy,
insolvency, liquidation or other similar laws ofrgeal application and for other obligations tha evandatorily preferred by law
applying to companies generally.

(b) Mergers

The Issuer shall not, and shall ensure that no @ampany shall, carry out any merger or otherrmss combination or corporate
reorganization involving consolidating the asseid abligations of any of the Group Companies witl ather companies or entities
not being a member of the Group if such transaationld have a Material Adverse Effect. The Issuilsnotify the Bond Trustee
any such transaction, providing relevant detaiseabf, as well as, if applicable, its reasons fidving that the proposed transaction
would not have a Material Adverse Effect.

(c) De-mergers

The Issuer shall not, and shall ensure that no @ampany shall, carry out any de-merger or otbeparate reorganization
involving splitting any Group Company into two oore separate companies or entities, if such tréiosewould have a Material
Adverse Effect. The Issuer shall notify the Bondstee of any such transaction, providing relevatdits thereof, as well as, if
applicable, its reasons for believing that the pegal transaction would not have a Material Advéiféect.

(d) Continuation of busines

0] The Issuer shall not cease to carry on the iggmature or scope of its business. The Issudl shsure that no Group
Company shall cease to carry on the general natuseope of its business, if such cessation woalgta Material Adverse
Effect.

(ii) The Issuer shall procure that no material @f&is made to the general nature or scope of thiméss of the Group from that

carried on at the date of this Bond Agreementsatantemplated by this Bond Agreeme

(e) Disposal of busines

The Issuer shall not, and shall ensure that no s@ampanies shall, be entitled to sell or otherwlispose of all or a substantial part
of the Group’s aggregate assets or operationsssinle

0] the transaction is carried out at fair market vabreterms and conditions customary for such tretias; anc
(ii) such transaction would not have a Material Advé&iffect.

Corporate and operational matte
€) Related party transactior

The Issuer shall not engage in, or permit any merabthe Group to engage in, directly or indirectiyy transaction with any
affiliate of Teekay Corporation that is not a GraCipmpany (without limitation, the purchase, salexechange of assets or
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the rendering of any service), except (i) purstarxisting agreements and arrangements with siiitihtas or (ii) transactions that
are (A) approved by a majority of the members ef¢hnflicts committee of the board of directorshaf GP, (B) on terms no less
favorable to the Issuer or such Group member thaset generally being provided to or available fromelated third parties, (C) fair
and reasonable to the Issuer or such Group menak@rg into account the totality of the relationshbetween the Group and the
other parties involved (including other transacsitimat may be particularly favorable or advantagdouhe Group) or (D) immateri
in amount or significance to the Issuer or the @rou

(b) Corporate statu:

The Issuer shall not, and shall ensure that no s@ampany changes its type of organization or diictson of organization unless
such change in type or jurisdiction of organizatiowuld not have a Material Adverse Effect. Notwithsling the foregoing, no
change shall be made to the Issuer’s type of orgéinh or jurisdiction of organization or incorptiom without prior delivery to the
Bond Trustee of legal opinions in a form and cohtateptable to the Bond Trustee from local couase¢ptable to the Bond
Trustee, confirming inter alia (i) that the Issiglegally organized or incorporated (as applicphaled validly existing under their ne
jurisdictions of organization or incorporation) fihne execution by the Issuer of the Finance Documand the enforceability of the
Finance Documents will remain valid and enforceainider the new jurisdiction of organization or irmaration, (iii) that the Issuer
has full partnership or corporate power and capaeienter into and perform the duties under tiafte Documents under its new
jurisdiction of organization or incorporation, afid) that there are no other consents, approvathoaisations or orders that have not
been obtained and are required by the Issuer esdhect to such change of its type of organizatigoresdiction of organization frot
any governmental or other regulatory agenciesarjuhisdictions of organization or incorporationtbé Issuer in connection with the
Bonds and the performance by the Issuer of itgabbns under the Finance Documents.

(c) Compliance with law

The Issuer shall (and shall ensure that all Groom@anies shall) comply in all material respect$wit laws and regulations it or
they may be subject to from time to time (includanyy environmental laws and regulations).

(d) Litigations
The Issuer shall, promptly upon becoming awardeft, send the Bond Trustee such relevant detadsyf

0] material litigations, arbitrations or administive proceedings which have been started by dnsigany Group Company;
and
(ii) other events which have occurred which have tiawould reasonably be expected to have a Matkdeerse Effect, as the

Bond Trustee may reasonably requ
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Financial Covenants and listir
(a) Free Liquidity

The Issuer shall, at any time during the term efBlonds, ensure that the Group on a consolidateid baintains the following
financial covenants:

0] aggregate Free Liquidity and undrawn commiteblving credit lines available to the Group (butluding committed
revolving credit lines with less than six monthsiaturity) of a minimum of USD 75,000,000; &

(ii) the aggregate of such Free Liquidity and undrawnrodted revolving credit lines shall not be lesartth% of Total Debr

(b) Listing of Issue’'s common unit

The Issuer shall ensure that the Issuer’'s commdaa temain listed on the New York Stock Exchangaruther recognized stock
exchange.

Fees and expense

The Issuer shall cover all its own expense®imection with this Bond Agreement and fulfillmerfi its obligations under this Bond
Agreement, including preparation of this Bond Agneat, preparation of the Finance Documents andegigtration or notifications
relating thereto, listing of the Bonds on the Exu (if applicable), and the registration and adsiviation of the Bonds in the
Securities Registe

The expenses and fees payable to the Bonde€rakall be paid by the Issuer and are set foréhseparate agreement between the
Issuer and the Bond Trustee. Fees and expensesi@ayahe Bond Trustee which, due to the Issuasslvency or similar, are not
reimbursed in any other way may be covered by ngaimequivalent reduction in the payments to thedBolders

The Issuer shall cover all public fees in aation with the Bonds and the Finance Documents;iged, however, that any public
fees levied on the trade of Bonds in the secondenket shall be paid by the Bondholders, unlessratise provided by law or
regulation, and the Issuer is not responsibledanbursing any such fee

In addition to the fee due to the Bond Trugi@esuant to Clause 14.2 and normal expenses pursu€lauses 14.1 and 14.3, the
Issuer shall, on demand, cover extraordinary exgeimeurred by the Bond Trustee in connection withBonds, as determined in a
separate agreement between the Issuer and theTBoside.

The Issuer is responsible for withholding any wittling tax imposed by applicable law on any paym¢éathe Bondholder:
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Events of Default

Subject to Clause 15.2 or 15.3, the Bondsmeageclared by the Bond Trustee to be in defauhwgzcurrence of any of the
following events (which shall be referred to as* Event of Default”) if:

(@ Nor-paymen

The Issuer fails to fulfill any payment obligatiander this Bond Agreement or any Finance Documdwnadue, unless, in the
opinion of the Bond Trustee, it is obvious thatrstailure will be remedied, and payment in fullaafy such late payment is made,
within 5 — five — Business Days following the origl due date.

(b) Breach of other obligation

The Issuer or any other Group Company fails to ghelsform any other covenant or obligation pursuarhis Bond Agreement or
any of the Finance Documents, and such failur@igsemedied within 10 — ten — Business Days afteica thereof is given to the
Issuer by the Bond Trustee.

(c) Cross defaul

The aggregate amount of Financial Indebtedneseronttted Financial Indebtedness of the Group or@rmyup Company falling
within paragraphs (i) to (iv) below exceeds a tafaUSD 50 million, or the equivalent thereof irhet currencies;

0] any Financial Indebtedness is not paid when dueaéted giving effect to any applicable grace per

(i) any Financial Indebtedness is declared to betleerwise becomes due and payable prior to @sipd maturity as a result
of an event of default (however describe

(iii) any commitment for any Financial Indebtednéssancelled or suspended by a creditor as atresah event of default
(however described) and such cancellation and ssgpewould have a Material Adverse Effect

(iv) any creditor becomes entitled to declare amafcial Indebtedness due and payable prior tepiésified maturity as a result
of an event of default (however describe

(d) Misrepresentation

Any representation, warranty or statement (inclgditatements in compliance certificates) made uthdeBond Agreement or in
connection therewith, taken as a whole with aleotuch representations, warranties and statemegitsproves to have been
incorrect, inaccurate or misleading in any matagapect when made or deemed to have been made.

(e) Insolvency
The following occurs in respect of the Issuer otéial Subsidiary:

® general suspension of payments, or a moratoafiemy indebtedness, winding-up, dissolution, adstiation or
reorganisation (by way of voluntary arrangemertigsee of arrangement or otherwise) under any laatingl to bankruptcy,
insolvency or reorganization or relief of debtc

(ii) a composition, compromise, assignment or ayemnent with any creditor which has a material aglv@ffect on the Issuer’'s
ability to perform its payment obligations undeistBond Agreement, ¢

(iii) the appointment of a liquidator (other than in exgpf a solvent liquidation), receiver, administra receiver, administratc
compulsory manager or other similar officer of ampstantial part of its asse
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) Creditor¢’ process

The Issuer or any Material Subsidiary has a suliatgortion of its assets impounded, confiscasgthched or subject to distraint, or
is subject to enforcement of any security over sulystantial portion of its assets.

(9) Dissolution, appointment of liquidator or analogqu®ceeding:

The Issuer or any Material Subsidiary is resoh@bd dissolved or a liquidator, administrator @ like is appointed or requested to
be appointed under any law relating to bankrupttgglvency or reorganization or relief of debtors.

(h) Impossibility or illegality

It is or becomes impossible or unlawful for any Gs@€Company or the Issuer to fulfill or perform asfythe material terms of the
Finance Documents to which it is a party.

0] Litigation
Any claim, litigation, arbitration or administragyproceedings against any Group Company or theldssadversely determined

against the Group Company or the Issuer and has(tite reasonable opinion of the Bond Trusteey &ionsultations with the
Issuer, would reasonably be expected to have) afahddverse Effect.

0] Material adverse effec

Any event or series of events occurs which, inrdasonable opinion of the Bond Trustee, after deettsons with the Issuer, has a
Material Adverse Effect.

In the event that one or more of the circunt#a mentioned in Clause 15.1 occurs and is cangnthe Bond Trustee can, in order
to protect the interests of the Bondholders, dediae Outstanding Bonds including accrued inteardtexpenses to be in default and
due for immediate paymer

The Bond Trustee may at its discretion, on behatlfi®@ Bondholders, take every measure necessaectwer the amounts due under
the Outstanding Bonds, and all other amounts cudstg under the Bond Agreement and any other Fe@wacument.

In the event that one or more of the circuntsa mentioned in Clause 15.1 occurs and is cangnthe Bond Trustee shall declare
the Outstanding Bonds including accrued interedtextpenses to be in default and due for payme

(a) the Bond Trustee receives a demand in writiith respect to the above from Bondholders représguat least 1/5 of the
aggregate principal amount of Voting Bonds, andBbadholder’ Meeting has not decided on other solutions

(b) the Bondholders pursuant to action at a BortHrs! Meeting have decided to declare the OutstanBbnds in default and
due for payment
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In either case the Bond Trustee shall on behali@Bondholders take every measure necessarydgaethe amounts due under the
Outstanding Bonds. The Bond Trustee can requeasfazbry security for any possible liability andt@ipated expenses, from those
Bondholders who requested that the declaratiorefg#fudt be made pursuant to sub clause (a) aboveraihse who voted in favour
of the decision pursuant to sub clause (b) above.

In the event that the Bond Trustee pursuatitederms of Clauses 15.2 or 15.3 declares thet@nhding Bonds to be in default and
due for payment, the Bond Trustee shall immediadeliver to the Issuer a notice demanding paymeimterest and principal due to
the Bondholders under the Outstanding Bonds inotydiccrued interest and interest on overdue amainstexpense

Bondholders’ meeting
Authority of the Bondholde’ meeting

The Bondholders’ Meeting represents theesuprauthority of the Bondholders community in aditters relating to the Bonds. If a
resolution by or an approval of the Bondholdenguired, resolution of such shall be passed airalBolders’ Meeting. Resolutions
passed at Bondholdr Meetings shall be binding upon and prevail foitladl Bonds and Bondholde

Procedural rules for Bondholde' meetings

A Bondholder’ Meeting shall be held at the request

(@ the Issuer

(b) Bondholders representing at least 1/10 of the aggeeprincipal amount of Voting Bonc
(c) the Exchange, if the Bonds are listed

(d) the Bond Trustee

The Bondholders’ Meeting shall be summonethe Bond Trustee. A request for a Bondholdbfseting shall be made in writing
the Bond Trustee, and shall clearly state the msattebe discusse

If the Bond Trustee has not summoned a Balddhs’ Meeting within 10 — ten — Business Dayefafftaving received such a request,
then the requesting party may summons the Bondte’ Meeting itself.

Summons to a Bondholders Meeting shall §eadched no later than 10 — ten — Business Dags torthe Bondholders’ Meeting.
The summons and a confirmation of each Bondholdmidings of Bonds shall be sent to all Bondholderggstered in the Securities
Register at the time of distribution, with a copythie Issuer. The summons shall also be sent tBxbleange for publicatior

The summons shall specify the agenda dBtmelholders’ Meeting. The Bond Trustee may in thvesons also set forth other
matters on the agenda than those requested. Ifdameanis to this Bond Agreement have been proposednéin content of the
proposal shall be stated in the summu
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The Bond Trustee may restrict the Issuenfmeaking any changes of Voting Bonds in the pefioth distribution of the summons
until the Bondholder Meeting, by serving notice to it to such effe

Matters that have not been reported to tredBolders in accordance with the procedural idesummoning of a Bondholders’
Meeting may only be adopted with the approval b¥ating Bonds.

The Bondholders’ Meeting shall be held enpses designated by the Bond Trustee. The Bondi®lieeting shall be opened and
shall, unless otherwise decided by the Bondholddegting, be chaired by the Bond Trustee. If th@d@drustee is not present, the
Bondholder’ Meeting shall be opened by a Bondholder, and beeazh@y a representative elected by the Bondhc' Meeting.

Minutes of the Bondholders’ Meeting shalkeet. The minutes shall state the numbers of Bolldins represented at the
Bondholders’ Meeting, the resolutions passed attbeting, and the result of the voting. The minsteal be signed by the chairman
and at least one other person elected by the Bddeitso Meeting. The minutes shall be deposited withBond Trustee and shall be
available to the Bondholdel

The Bondholders, the Bond Trustee and viged the Bonds are listed - representatives oEtkehange, have the right to attend the
Bondholders’ Meeting. The chairman may grant actedise meeting to other parties, unless the Bolughs' Meeting decides
otherwise. Bondholders may attend by a represgethtlding proxy. Bondholders have the right taabsisted by an advisor. In case
of dispute the chairman shall decide who may atteadBondholder Meeting and vote the Bonc

Representatives of the Issuer have thétoghitend the Bondholders’ Meeting. The Bondhdd®leeting may resolve that the
Issue’s representatives may not participate in particulatters. The Issuer has the right to be preseirigithe voting.

Resolutions passed at Bondhol¢ meetings

At the Bondholders’ Meeting each Bondholdery cast one vote for each Voting Bond owned atectif business on the day prior to
the date of the Bondholders’ Meeting in accordamitk the records registered in the Securities Regi$Vhoever opens the
Bondholders’ Meeting shall adjudicate any questioncerning which Bonds shall count as the Issugwisds. The Issuer's Bonds
shall not have any voting right

In all matters, the Issuer, the Bond Truateany Bondholder have the right to demand vetedtiot. In case of parity of votes, the
chairman shall have the deciding vote, regardléfiseochairman being a Bondholder or r
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In order to form a quorum, at least hal2) bf the aggregate principal amount of the VotBands must be represented at the
meeting, see however Clause 16.4. Even if lesshhH#r{1/2) of the aggregate principal amount @& Yfoting Bonds are represented,
the Bondholder Meeting shall be held and voting complet

If a quorum exists, resolutions shall bespdsy simple majority of the Voting Bonds reprasdrat the Bondholders’ Meeting,
unless otherwise set forth in Clause 16.

In the following matters, approval by thédeos of at least 2/3 of the aggregate principabamt of the Voting Bonds represented at
the Bondholder Meeting is required

@) amendment of the terms of this Bond Agreemegéarding the interest rate, the tenor, redemptitre @mnd other terms and
conditions directly affecting the cash flow of tBends;

(b) transfer of rights and obligations of this Bond Aégment to another issuer (Issuer)
(c) change of Bond Truste

The Bondholders’ Meeting may not adopt ngsmhs which may give certain Bondholders or otf@rsinreasonable advantage at the
expense of other Bondholde

The Bond Trustee shall ensure that resolutionsgplasthe Bondholde' Meeting are properly implemente
The Issuer, the Bondholders and the Exchange Iskalbtified of resolutions passed at the Bondhg' Meeting.

Repeated Bondholde meeting

If the Bondholders’ Meeting does not forguarum pursuant to Clause 16.3.3, a repeated Bxadelts’ Meeting may be summoned
to vote on the same matters. The attendance anabtimg result of the first Bondholders’ Meetingaditbe specified in the summons
for the repeated Bondhold’ Meeting.

When a matter is tabled for discussionrapaated Bondholders’ Meeting, a valid resolutiayrbhe passed even though less than
half (1/2) of the aggregate principal amount of tmting Bonds are representt

The Bond Trustee
The role and authority of the Bond Trus

The Bond Trustee shall monitor the compkalmg the Issuer of its obligations under this Béwagleement and applicable laws and

regulations which are relevant to the terms of Boad Agreement, including supervision of timelydarorrect payment of principal

or interest, inform the Bondholders, the Paying itgend the Exchange of relevant information whicbbtained and received in its
capacity as Bon
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Trustee (however, this shall not restrict the Bdnastee from discussing matters of confidentialitth the Issuer), arrange
Bondholders’ Meetings, and make the decisions ampdement the measures resolved pursuant to thid Bgneement. The Bond
Trustee is not obligated to assess the I¢s financial situation beyond what is directly s@tlh in this Bond Agreemer

The Bond Trustee may take any step necessary tweeti®e rights of the Bondholders in all mattersspant to the terms of this Bo
Agreement. The Bond Trustee may postpone takirigraantil such matter has been put forward to tbaedholder’ Meeting.

Except as provided for in Clause 17.1.5hed Trustee may reach decisions binding for ahdwlders concerning this Bond
Agreement, including amendments to the Bond Agredmed waivers or modifications of certain provispwhich in the opinion of
the Bond Trustee, do not have a Material AdverdedEbn the rights or interests of the Bondholgrnsuant to this Bond
Agreement

Except as provided for in Clause 17.1.5Bbed Trustee may reach decisions binding for ath@holders in circumstances other
than those mentioned in Clause 17.1.3 provided ptification has been made to the BondholdershSwtice shall contain a
proposal of the amendment and the Bond Trusteekiation. Further, such notification shall statattine Bond Trustee may not
reach a decision binding for all Bondholders inelrent that any Bondholder submits a written ptagainst the proposal within a
deadline set by the Bond Trustee. Such deadlinermotige less than five (5) Business Days followtimg dispatch of such
notification.

The Bond Trustee may not reach decisionsuaumt to Clauses 17.1.3 or 17.1.4 for mattersostt in Clause 16.3.5 except to rectify
obvious incorrectness, vagueness or incomplete

The Bond Trustee may not adopt resolutidmsiwmay give certain Bondholders or others anasweable advantage at the expense
of other Bondholder:

The Issuer, the Bondholders and the Exchsinglébe notified of decisions made by the Bondsiee pursuant to Clause 17.1 unles:
such notice obviously is unnecess:

The Bondholders through action at a BonddrsldMeeting may replace the Bond Trustee withbatlssuer’s approval, as provided
for in Clause 16.3.t

Liability and indemnity

The Bond Trustee is liable only for direxddes incurred by Bondholders or the Issuer asudt i&f negligence or willful misconduct
by the Bond Trustee in performing its functions auties as set forth in this Bond Agreement. ThadB®rustee is not liable for the
content of information provided to the Bondholdensbehalf of the Issue
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The Issuer is liable for, and shall indemttiie Bond Trustee fully in respect of, all lossegyenses and liabilities incurred by the
Bond Trustee as a result of negligence by the tdsneluding its directors, management, officemmpdoyees, agents and
representatives) to fulfill its obligations undbetterms of this Bond Agreement and any other Ei@documents, including losses
incurred by the Bond Trustee as a result of thedBbmistee’s actions based on misrepresentations imathe Issuer in connection
with the establishment and performance of this Bagteement and the other Finance Docume

Change of Bond Truste

Change of Bond Trustee shall be carriegporguant to the procedures set forth in Clausd'té.Bond Trustee shall continue to
carry out its duties as bond trustee until suctetihat a new Bond Trustee is elect

The fees and expenses of a new bond trsistibe covered by the Issuer pursuant to thestsghout in Clause 14, but may be
recovered wholly or partially from the Bond Trustethe change is due to a breach of the Bond €rmuduties pursuant to the terms
of this Bond Agreement or other circumstances foictv the Bond Trustee is liabl

The Bond Trustee undertakes to co-operategasdhe new bond trustee receives without undil@ydollowing the Bondholders’
Meeting the documentation and information necestaperform the functions as set forth under thmseof this Bond Agreemer

Miscellaneous
The community of Bondholde

By virtue of holding Bonds, which are govergahis Bond Agreement (which pursuant to ClaudelZs binding upon all
Bondholders), a community exists between the Boluhs, implying, inter alia, th:

(@) the Bondholders are bound by the terms of this Bageement
(b) the Bond Trustee has power and authority to adtedralf of the Bondholder

(c) the Bond Trustee has, in order to administertéhms of this Bond Agreement, access to the 8esuRegister to review
ownership of Bonds registered in the Securitiesifteg

(d) this Bond Agreement establishes a community betvidaerdholders meaning the
0] the Bonds rank pari passu between each ¢

(i) the Bondholders may not, based on this Bondeggent, act directly towards the Issuer and mayhsmselves
institute legal proceedings against the Issuenigeal, however that this provision shall not restthe Bondholders
from exercising any of their individual rights dexd from the Bond Agreemet

(i)  the Issuer may not, based on this Bond Agreementligctly towards the Bondholde
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(iv)  the Bondholders may not cancel the Bondho’ community, anc
(v)  anindividual Bondholder may not resign from thenBbolder’ community.

Defeasanci

The Issuer may, at its option and at ang tiatect to have certain obligations discharged (Hause 18.2.2) upon complying with the
following conditions “ Covenant Defeasancg);

(@)

(b)

(©

(d)
(e)

()

the Issuer shall have irrevocably pledged ¢oBbnd Trustee for the benefit of the Bondholdashoor government
obligations acceptable by the Bond Trustee (tbefeasance Pledg® in such amounts as will be sufficient for the paptr
of principal and interest on the Outstanding Botadslaturity Date;

the Issuer shall, if required by the Bond Teestprovide a legal opinion reasonably acceptabiieet Bond Trustee to the
effect that the Bondholders will not recognize im&g gain or loss for income tax purposes (undefddgral or Norwegian
tax law, if applicable) as a result of the DefeasaRledge and Covenant Defeasance, and will bedubj such income tax
on the same amount and in the same manner and samhe times as would have been the case if treaBafice Pledge had
not occurred

no Event of Default shall have occurred an@d®tinuing on the date of establishment of the Bsdeace Pledge, or insofar
as Events of Default from bankruptcy or insolveregnts are concerned, at any time in the periothgrah the 18 day
after the date of establishment of the DefeasatenigE;

neither the Defeasance Pledge nor the Covédefieasance results in a breach or violation ofraaterial agreement or
instrument binding upon the Issuer, or the certficof association or partnership agreement gavethie Issuer

the Issuer shall have delivered to the BondtBeia certificate signed by the Chief Financidic®f of the GP that the
Defeasance Pledge was not made by the Issuerheitimtent of preferring the Bondholders over arheotreditors of the
Issuer or with the intent of defeating, hinderidglaying or defrauding any other creditors of theukr or others

the Issuer shall have delivered to the Bond Truatgecertificate or legal opinion reasonably reediregarding the Coven:
Defeasance or Defeasance Pledge (including cetgfiitom the Chief Financial Officer of the GP anlgal opinion from
its legal counsel to the effect that all conditidbosCovenant Defeasance have been complied witthttzat (i) the
Defeasance Pledge will not be subject to any rightseditors of the Issuer, (ii) the DefeasancedBé will constitute a
valid, perfected and enforceable security inteiregavour of the Bond Trustee for the benefit of Bondholders, and

(iii) after the 181st day following the establishmefthe Defeasance Pledge, the funds and assptedged will not be
subject to the effects of any applicable bankrupitsolvency, reorganization or similar laws affegtcreditors rights
generally under the laws of the jurisdiction whire Defeasance Pledge was established and theratrglmmicile of the
Issuer.
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18.2.2 Upon the exercise by the Issuer of its option uriZlause 18.2.1
(a) the Issuer shall be released from their obligatiomder all provisions in Clause 13, except 13.2)1(g) and (h)

(b) the Issuer shall not (and shall ensure thabesup Companies shall not) take any actions tlet cause the value of the
security interest created by this Covenant Defeastmbe reduced, and shall at the request of ¢imel Brustee execute, or
cause to be executed, such further documentatidpariorm such other acts as the Bond Trustee smgonably require in
order for the security interests to remain valitfoeceable and perfected by the Bond Trustee ®matttount of the
Bondholders

(c) any guarantor of the Issuer’s obligations uritlerBonds shall be discharged from their obligatiander the related
guarantee, and the guarantee(s) shall cease tahguvegal effect
(d) all other provisions of the Bond Agreement @picto the extend indicated in clauses (a) — (oyapshall remain fully in

force without any modification:

18.2.3  All moneys covered by the Defeasance Pletgh be applied by the Bond Trustee, in accordavittethe provisions of this Bond
Agreement, to the payment to the Bondholders dfwaths due to them under this Bond Agreement odtleedate thereo

Any excess funds not required for the payment wfggual, premium and interest to the Bondholdemsl(iding any expenses and f
due to the Bond Trustee hereunder) shall be reduiméhe Issuer.

18.3 Limitation of claims

18.3.1  All claims under the Bonds and this Bondeggnent for payment, including interest and princigiaall be subject to the time-bar
provisions of the Norwegian Limitation Act of May,11979 No. 18

18.4 Access to informatio

18.4.1 The Bond Agreement is available to anyorecapies may be obtained from the Bond Truste@eidsuer. The Issuer shall ensure
that the Bond Agreement is available in copy foonthie general public until all the Bonds have biedly discharged

18.4.2 The Bond Trustee shall, in order to carnyitsufunctions and obligations under the Bond Agnent, have access to the Securities
Register for the purposes of reviewing ownershithefBonds registered in the Securities Regi
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Amendment

All amendments of this Bond Agreement sbalmade in writing, and shall unless otherwise joled for by this Bond Agreement,
only be made with the approval of all parties her

Notices, contact informatic

Written notices, warnings, summons and atbermunications to the Bondholders made by the Bandtee shall be sent via the
Securities Register with a copy to the Issuer &aedBxchange. Information to the Bondholders majieinof the requirement in the
immediately preceding sentence, be published av#iesite www.stamdata.n

The Issues’written notifications to the Bondholders shalldeat via the Bond Trustee, or alternatively thiotite Securities Regis
with a copy to the Bond Trustee and the Excha

Unless otherwise specifically provided, all notioether communications under or in connectiorliis Bond Agreement betwe
the Bond Trustee and the Issuer shall be givenaatenin writing, by letter, or facsimile. Any sucbtice or communication shall be
deemed to be given or made as follo

€) if by letter, when delivered at the address ofrtlevant Party
(b) if by facsimile, when receivel

However, a notice given in accordance with the aldmyt received on a day which is not a businessrdthe place of receipt, or aff
5:00 p.m. on such a business day, shall only bmddédo be given at 9:00 a.m. on the next businagsmdthat place.

The Issuer and the Bond Trustee shall eribatéhe other party is kept informed of changegdstal address, e-mail address,
telephoneand fax numbers and contact perst

Dispute resolution and legal ven

This Bond Agreement and all disputes arisimgod, or in connection with this Bond Agreementvieen the Bond Trustee, the
Bondholders and the Issuer, shall be governed bywbigian law.

All disputes arising out of, or in connection witlis Bond Agreement between the Bond Trustee, thredBolders and the Issuer,
shall be exclusively resolved by the courts of Nayywith the District Court of Oslo as sole legahue.

Service of proces
Without prejudice to any other mode of service,l8seier;

@ irrevocably appoints Teekay Shipping Norway (ASimited liability company incorporated in Norwagth Company No.
964 111 723) as its agent for service of procdsasimg to any proceedings before the Norwegian tsoarconnection with
any Finance Documer
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(b) agrees that failure by the process agent to nittiffythe process will not invalidate the proceegirtoncerned; ar

(c) consents to the service of process relatiraptosuch proceedings before the Norwegian courferéyaid posting of a copy
of the process to its address stated in this Bogréément

*kkkk

This Bond Agreement has been executed in two aigjrof which the Issuer and the Bond Trusteemaiae each.

The Issuer: The Bond Trustee:
TEEKAY OFFSHORE PARTNERS L.P. NORSK TILLITSMANN ASA

By: Teekay Offshore GP L.L.C., its general pari

By: By:
Position: Position:
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Attachment 1
COMPLIANCE CERTIFICATE

Norsk Tillitsmann ASA
P.O. Box 1470 Vika
N-0116 Oslo

Norway

Fax: +47 22 8794 10
E-mail: mail@trustee.no

[date’

Dear Sirs,
TEEKAY OFFSHORE PARTNERS L.P. BOND AGREEMENT 2013/2018 - ISIN 001 0670128

We refer to the Bond Agreement for the above maetioBond Issue made between Norsk Tillitsmann ASBand Trustee on behalf of the
Bondholders, and the undersigned as Issuer undehvaiCompliance Certificate shall be issued. Tétigr constitutes the Compliance
Certificate for the period [PERIOD].

Capitalised words and expressions are used heselafmed in the Bond Agreement.

With reference to Clause 13.2.3 we hereby certifit:t

1. allinformation contained herein is true anduaate and there has been no change which wouldmably be expected to have a material
adverse effect on the financial condition of th&ukr since the date of the last accounts or th€laspliance Certificate submitted to

you.
the covenants set out in Clause 13 are satisfiatl material respect:

in accordance with Clause 13.5(a)(i), the Friegidity and undrawn committed revolving creditdsavailable to the Group (but
excluding committed revolving credit lines with $ethan six months to maturity) is [

4. in accordance with Clause 13.5(a)(ii), the peragmitaf Free Liquidity and undrawn committed revotyoredit lines to Total Debt is [

Copies of our latest consolidated [annual auditegifgrly unaudited] accounts are enclosed.
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Yours faithfully,
Teekay Offshore Partners L.

By: Teekay Offshore GP L.L.C., its general part

Name of authorized perst

Enclosure: [copy of any written documentatipn
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DATED 17 February 2012

PIRANEMA L.L.C.
(as Borrower)

-and -

DNB BANK ASA
NORDEA BANK FINLAND PLC, NEW YORK BRANCH
and others
(as Lenders)

- and -

DNB BANK ASA
(as Agent)

-and -

DNB BANK ASA
(as Security Agent)

-and -

DNB BANK ASA
NORDEA BANK FINLAND PLC, NEW YORK BRANCH
and others
(as Mandated Lead Arrangers)

-and -

CREDIT SUISSE AG
ROYAL BANK OF CANADA
SKANDINAVISKA ENSKILDA BANKEN AB
(as Lead Arrangers)

- and -

DNB MARKETS, INC.
NORDEA BANK FINLAND PLC, NEW YORK BRANCH
(as Bookrunners)

-and -

NORDEA BANK FINLAND PLC, NEW YORK BRANCH
and others
(as Swap Providers)

US$130,000,000 SECURED
CREDIT FACILITY

Exhibit 4.11
EXECUTION VERSION

STEPHENSON HARWOOD
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LOAN AGREEMENT
Dated: 17 February 2012
BETWEEN:

1)
(2)

(3)
(4)
(5)
(6)
(7)
(8)

PIRANEMA L.L.C. , alimited liability company formed in the Marshislands whose registered office is at Trust Comyp@omplex,
Ajeltake Road, Ajeltake Island, Majuro, MH 96960aidhall Islands (th* Borrower ");

the banks listed in Schedule 1, Part | eacimgthrough its office at the address indicatedragats name in Schedule 1, Part | (together
the“ Lenders” and each “ Lender ");

DNB BANK ASA acting as agent (in that capacity “ Agent”);

the banks listed in Schedule 1, Part lll actingrandated lead arrangers (in that capacity* MLAs ");

the banks listed in Schedule 1, Part V acting ad Erangers (in that capacity, “ Lead Arrangers ");

DNB BANK ASA acting as security agent (in that capacity Security Agent”);

the banks listed in Schedule 1, Part IV actinga@skbunners (th* Bookrunners” and each “ Bookrunner” ); and
the banks listed in Schedule 1, Part Il actingveespsproviders (th* Swap Providers” and each “ Swap Provider”).

WHEREAS:

Each of the Lenders has agreed to advance to thhewser its Commitment (aggregating, with all theert Commitments, a term loan facility
one hundred and thirty million Dollars ($130,00@DMeing seventy five per cent (75%) of the Caztd Fixed Cash Flow) to finance a
portion of the Borrower’s acquisition cost of the$O “PIRANEMA SPIRIT".

IT IS AGREED as follows:

1

Definitions and Interpretation
1.1 In this Agreement
“ Account Charge” means the deed of charge referred to in Clause8L



“ Administration " has the meaning given to it in paragraph 1.1.81eflISM Code.

“ Affiliate " means, in relation to any entity, a Subsidiarytadt entity, a Holding Company of that entity ayather Subsidiary
of that Holding Company.

“ Approved Brokers ” means H. Clarkson & Co. Ltd, Simpson Spence & iYgp$hipbrokers Ltd, Fearnley AS, R.S. Platou AS
and Kennedy Matrr.

“ Assignment” means the deed of assignment of Insurances, iggnCharter Rights and Requisition Compensatiahcéthe
benefit of the Charterer's Assignment as referceith tClause 10.1.2.

“ Authorisation " means an authorisation, consent, approval, résoluicence, exemption, filing, notarisation egistration.

“ Balloon Amount” means the amount of up to sixty five million Danté (US$65,000,000) forming part or all of the Repant
Instalment to be repaid by the Borrower on the Matiate or on any other date when the Balloon Antds repayable
pursuant to the Loan Agreement.

“ Bareboat Charter ” means the bareboat charter for the Vessel exdarté be executed on the terms and conditionghidh
the Bareboat Charterer will bareboat charter thes€efrom the Borrower, as amended and/or restedattime to time.

“ Bareboat Charterer ” means Piranema Production AS (formerly Sevan &etdn AS) of Kittelsbuktveien 5, 4836 Arendal,
Norway.

“ Break Costs” means all sums payable by the Borrower from tim#me under Clause 8.3.

“ Business Day means a day on which banks are open for busiolegsature contemplated by this Agreement (and not
authorised by law to close) in New York, LondonsBlaand any other financial centre which the Ageay reasonably consider
appropriate for the operation of the provisionshig Agreement and which it notifies to the Borrowewriting.
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“ Charterer’s Assignment” means an assignment by the Bareboat ChartetbetBorrower of its interest in the Earnings, the
Insurances and in any Requisition Compensatioagptcable).

“ Charter Contract ” means the charter contract for the Vessel dageAiil 2005 and made between the Bareboat Chaytere
the Operator and the Piranema Manager as amenolated and/or restated from time to time.

“ Charter Rights " means all rights and benefits accruing to therBeer under or pursuant to the Bareboat Chartemand
forming part of the Earnings.

“ Commitment " means, in relation to a Lender, the aggregateuarnof the Loan which that Lender agrees to advamtiee
Borrower as its several liability as indicated agathe name of that Lender in Schedule 1 or asduoyét in accordance with
Clause 2.2 and/or, where the context permits, theuat of the Loan advanced by that Lender and mneimgioutstanding and “
Commitments” means more than one of them.

“ Commitment Fee” means the commitment fee to be paid by the Boeraw the Agent on behalf of the Lenders pursuant t
Clause 9.1.

“ Commitment Termination Date " means the date being one (1) month from the dftieis Agreement, or such later date as
the Lenders may in their discretion agree.

“ Confirmation ” in relation to any Transaction, has the meaniivgmyin the relevant Master Agreement.

“ Contracted Fixed Cash Flow’ means the projected aggregate free cash flow fsperations as at 1 January 2012, after
projected operating expenses, available to sepriogipal and interest under the Facility, expedtete generated from the
Charter Contract.

“ Credit Support Document” means any document described as such in a Magteement and, where the context permits,
any other document referred to in any Credit Suppocument which has the effect of creating an Emm@nce in favour of ar
of the Finance Parties.



“ Currency of Account” means, in relation to any payment to be madeRmance Party under a Finance Document, the
currency in which that payment is required to belenly the terms of that Finance Document.

“ Deed of Covenants means the deed of covenants referred to in Cladsk 1.

“ Default ” means an Event of Default or any event or circiamse specified in Clause 13.1 which would (witl &xpiry of a
grace period, the giving of notice, the making § determination under the Finance Documents orcamybination of any of
the foregoing) be an Event of Default.

“ Defaulting Lender” means any Lender:

(a) which has failed to make its participationhe Loan available or has notified the Agent thatiit not make its
participation in the Loan available by the Drawdoaite in accordance with Clause 4.2

(b) which has otherwise rescinded or repudiated a Em&uocument
unless, in the case of paragraph (a) above:
0] its failure to pay is caused t
(A) administrative or technical error;
(B) a Disruption Event; ant
payment is made within three (3) Business Dayssadiie date; or

(i)  the Lender is, for a period not exceeding (&) Business Days, disputing in good faith whethiesr
contractually obliged to make the payment in ques

“ Default Rate” means the rate set out in Clause 7.8.
“ Disruption Event " means either or both of:

(@) a material disruption to those payment or comigations systems or to those financial marketstvire, in each
case, required to operate in order for paymentetmade in connection with the Loan (or otherwiserder for the
transactions contemplated by the Finance Docunterite carried out) which disruption is not causgdand is
beyond the control of, any of the Parties



(b) the occurrence of any other event which resnlesdisruption (of a technical or systenetated nature) to the treasi
or payments operations of a Party preventing tivedny other Party

0] from performing its payment obligations under thwalRce Documents;
(i)  from communicating with other Parties in accordawié the terms of the Finance Documel

and which (in either such case) is not causedyisbeyond the control of, the Party whose ojmratare
disrupted.

“ DOC " means, in relation to the ISM Company, a valiccDment of Compliance issued for the ISM Companyhisy
Administration under paragraph 13.2 of the ISM Code

“Dollars ”, “ US$” and “$” each means available and freely transferablecandertible funds in lawful currency of the United
States of America.

“ Drawdown Date” means the date on which the Loan is advancedrudideise 4.
“ Drawdown Notice” means a notice substantially in the form setioi@chedule 4.

“ Earnings " means all hires, freights, pool income and othens payable to or for the account of the Borroavet/or the
Bareboat Charterer in respect of the Vessel inolydivithout limitation) all remuneration for sah@gnd towage services,
demurrage and detention moneys, contributions mege average, compensation in respect of any seigumi for hire, and
damages and other payments (whether awarded byoamyor arbitral tribunal or by agreement or othise) for breach,
termination or variation of any contract for thesogtion, employment or use of the Vessel.

“ Earnings Account” means the bank account opened or to be openibe iname of the Borrower with DNB Bank ASA, Oslo
Branch for the payment of Earnings in relationite YVessel.
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“ Encumbrance” means a mortgage, charge, assignment, pledge dieother security interest securing any oblmatf any
person or any other agreement or arrangement havéngilar effect.

“ Environmental Affiliate " means an agent or employee of the Borrower oB#freboat Charterer or a person in a contractual
relationship (but excluding the Operator and itfiliates) with the Borrower or the Bareboat Chagtan respect of the Vessel
(including without limitation, the operation of tre carriage of cargo of the Vessel).

“ Environmental Approvals " means any present or future permit, licence, ey ruling, variance, exemption or other
authorisation required under the applicable Envitental Laws.

“ Environmental Claim ” means any and all enforcement, clagn-removal, administrative, governmental, reguiaty judicial
actions, orders, demands or investigations institer completed pursuant to any Environmental LamBsnvironmental
Approvals together with any claims made by anydtipierson relating to damage, contribution, lossjoiry resulting from any
Environmental Incident.

“ Environmental Incident ” means:
@) any release of Environmentally Sensitive Mateniahf the Vessel; c

(b) any incident in which Environmentally SensitiViaterial is released from a vessel other tharVibgsel and which
involves a collision between the Vessel and subkrotessel or some other incident of navigatioapmration, in
either case, in connection with which the Vesseakisially or potentially liable to be arrestedaelted, detained or
injuncted and/or where any guarantor, any managear(y sub-manager of the Vessel) or any of iteef§,
employees or other persons retained or instructat(br such sub-manager) are at fault or allegedifault or
otherwise liable to any legal or administrativei@tt or

(c) any other incident in which Environmentally Siive Material is released otherwise than fromlessel and in
connection with which the Vessel is actually orguially liable to be arrested and/or where anyrguir, any
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manager (or any sulmanager of the Vessel) or any of its officers, empes or other persons retained or instructe
it (or such su-manager) are at fault or allegedly at fault or othee liable to any legal or administrative acti

“ Environmental Laws " means all present and future laws, regulatioesities and conventions of any applicable jurisalict
which:

(a) have as a purpose or effect the protection of,ciqteévention of harm or damage to, the environgy

(b) relate to the carriage of Environmentally SewsiMaterial or to actual or threatened releagdsnwironmentally
Sensitive Material

(c) provide remedies or compensation for harm or dan@agjge environment; ¢

(d) relate to Environmentally Sensitive Materials oaltte or safety matter.

“ Environmentally Sensitive Material ” means (i) oil and oil products and (ii) any otheaste, pollutant, contaminant or other
substance (including any liquid, solid, gas, iavinh organism or noise) that may be harmful to luarhealth or other life or the
environment or a nuisance to any person or thatmmee the enjoyment, ownership or other territar@itrol of any affected
land, property or waters more costly for such pertsoa material degree.

“ Event of Default” means any of the events or circumstances sahdtifause 13.1.
“ Execution Date” means the date on which this Agreement is exelcoyeeach of the parties hereto.
“ Facility ” means the secured term loan facility made avhlatthe Borrower pursuant to this Agreement.

“ Facility Period " means the period beginning on the date of thiseAment and ending on the date when the wholeeof th
Indebtedness has been repaid in full and the SgdRaities have ceased to be under any furthealaticontingent liability to
the Finance Parties under or in connection withRinance Documents.
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“ Fee Letter” means any letter or letters dated on or arourditite hereof setting out certain fees referred @ause 9.

“ Finance Documents’' means this Agreement, the Security Documents,Fag/Letter and any other document designated as
such by the Agent and the Borrower arféifance Document’ means any one of them.

“ Finance Parties” means the Agent, the Security Agent, the MLAg, tlead Arrangers, the Bookrunners, the Swap Provide
and the Lenders andFinance Party” means any one of them.

“ GAAP " means generally accepted accounting principlekénUnited States of America.
“ Group " means (i) the TOO Group; and/or (ii) the Teekap@ (as applicable).
“ Guarantees” means the Teekay Guarantee and the TOO Guaréedeh a ‘Guarantee”).

“ Guarantor " means (i) TOO (under the TOO Guarantee) andlrégkay (under the Teekay Guarantee) (together the “
Guarantors ”).

“ Holding Company ” means, in relation to any entity, any other gnitit respect of which it is a Subsidiary.
“ Increase Confirmation” means a confirmation substantially in the formmat in Schedule 6.
“ Increase Lender” has the meaning given to that term in Clause 2.2.

“ Indebtedness’ means the aggregate from time to time of: the amof the Loan outstanding; all accrued and unpaitest
on the Loan; any Master Agreement Liabilities; afidther sums of any nature (together with allraed and unpaid interest on
any of those sums) which from time to time may aggble by the Borrower to any of the Finance Padigder all or any of the
Finance Documents.

“ Insurances” means all policies and contracts of insurancel(iding all entries in protection and indemnitywaar risks
associations) which are from time to time takenanuntered into in respect of or in connectiorhwfite Vessel or her increased
value and (where the context permits) all benefitder such contracts and policies, including alinok of any nature and returns
of premium.



“ Interest Payment Date” means each date for the payment of interest@omance with Clause 7.7.

“ Interest Period” means each period for the payment of interegicset! by the Borrower or agreed by the Agent punisioa
Clause 7.

“ ISM Code ” means the International Management Code for tife ®peration of Ships and for Pollution Prevention

“ ISM Company " means, at any given time, the company responéiblthe Vessel's compliance with the ISM Code unde
paragraph 1.1.2 of the ISM Code.

“ ISPS Code” means the International Ship and Port Facilitgi 8y Code.
“ ISPS Company”’ means, at any given time, the company responéiblthe Vessel's compliance with the ISPS Code.
“ ISSC” means a valid international ship security cectife for the Vessel issued under the ISPS Code.

“law " or “ Law " means any law, statute, treaty, convention, r&ipi, instrument or other subordinate legislatother
legislative or quasi-legislative rule or measurreamy order or decree of any government, judicigdublic or other body or
authority, or any directive, code of practice, alez, guidance note or other direction issued by@mpetent authority or ager
(whether or not having the force of law).

“LIBOR " means:
@) the applicable Screen Rate;

(b) (if no Screen Rate is available for any Intefariod) the arithmetic mean of the rates (roungetb four decimal
places) as supplied to the Agent at its requestedf by the Reference Banks to leading banks ihahédon interban
market, for that Loan or other sum, and if any swath is below zero, LIBOR shall be deemed to lve
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at 11.00 a.m. London time two (2) Business Daystaethe first day of the relevant Interest Periadthie offering of deposits in
Dollars in an amount comparable to the Loan (orrahgvant part of the Loan) and for a period corapb to the relevant
Interest Period.

“ Loan " means the aggregate amount advanced or to beeelddy the Lenders to the Borrower under Clause where the
context permits, the amount advanced and for the being outstanding.

“ Majority Lenders " means a Lender or Lenders whose Commitments ggtgenore than sixty six and two thirds per ceft (6
2/3%) of the aggregate of all the Commitments.

“ Management Agreement’ means any agreement(s) for the commercial and¢bnieal management of the Vessel enterec
between the Borrower or the Bareboat Charterermagdvianager which is not the Piranema Managermamagement company
which is wholly owned or controlled by either o&tfBuarantors.

“ Manager's Confirmation ” means a written confirmation from a Manager @& tfessel (which is not a company controlled by
either of the Guarantors) that throughout the Hgdferiod and unless otherwise agreed by the Aglkay will remain the
commercial and/or technical managers of the Vemsglthat they will not, without the prior writtenrtsent of the Agent, sub-
contract or delegate the commercial and/or techniemagement of the Vessel to any third party.

“ Managers” means the Piranema Manager or a management cgmgach is wholly owned by either of the Guarantors
such other commercial and/or technical managetiseo¥/essels nominated by the Borrower or the BaaeBbarterer as the
Agent acting on the instructions of the Majorityniders may approve.

“ Mandatory Cost” means the percentage rate per annum calculatéueb¥gent in accordance with Schedule 3.
“ Margin " means three per cent (3%) per annum.
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“ Master Agreements” means any ISDA Master Agreement (or any othemfof master agreement relating to interest rate
transactions) entered into between any Swap Prosiud the Borrower to hedge any exposure arisimguthis Agreement
during the Facility Period including each Schedolany Master Agreement and each Confirmation exgbd pursuant to any
Master Agreement.

“ Master Agreement Benefits’ means all benefits whatsoever of the Borrowerarrat in connection with a Master Agreement
including, without limitation, all moneys payabtethe Borrower under such Master Agreement andailins for damages in
respect of any breach by any Swap Provider of 8da$ter Agreement.

“ Master Agreement Charge” means the master agreement deed of charge réfeerie Clause 10.1.6.

“ Master Agreement Liabilities ” means at any relevant time all liabilities of tBerrower to any Swap Provider under or
pursuant to a Master Agreement or any Transactether actual or contingent, present or future.

“ Material Adverse Effect” means a material adverse change in, or a matatiarse effect on:

(@) the financial condition, assets, prospectsusiress of any Security Party or on the consoldiitencial condition,
assets, prospects or business of the relevant G

(b) the ability of any Security Party to perforndasomply with its obligations under any RelevantDment or to avoid
any Event of Defaull

(c) the validity, legality or enforceability of any Relant Document; ¢

(d) the validity, legality or enforceability of arsecurity expressed to be created pursuant to etew&t Document or

the priority and ranking of any such secur

provided that, in determining whether any of theyfong circumstances shall constitute such a natadverse change or
material adverse effect for the purposes of thisidien, the Finance Parties shall consider suetuenstance in the context of
(x) the relevant Group taken as a whole and (ypthikty of the Security Parties to perform eachtair obligations under the
Relevant Documents.
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“ Maturity Date " means the date falling five (5) years after thesdown Date.
“ Maximum Amount ” means one hundred and thirty million Dollars (81%0,000).

“ MOA ” means the memorandum of agreement dated 26 JaR0&P in respect of the sale of the Vessel byStker to the
Borrower.

“ Mortgage " means the first priority statutory mortgage reéerto in Clause 10.1.1 together with the Deed @mfgbants.

“ Necessary Authorisations' means all Authorisations of any person includamy government or other regulatory authority
required by applicable Law to enable it to:

(a) lawfully enter into and perform its obligationsder the Relevant Documents and Master Agreememtkich it is
party;
(b) ensure the legality, validity, enforceabilityadmissibility in evidence in England and, if @ifént, its jurisdiction of

incorporation, of such Relevant Documents and Masgieeement to which it is party; a
(c) carry on its business from time to tin
“ Operator " means Petroleo Brasileiro S.A. — Petrobras.
“ Party " means a party to this Agreement.

“ Permitted Encumbrance” means (i) any Encumbrance which has the priottemiapproval of the Agent acting on the
instructions of all the Lenders or (ii) any lierms turrent crews’ wages and salvage and liens iadun the ordinary course of
trading the Vessel up to an aggregate amount atiseynot exceeding ten million Dollars ($10,00@NO

“ Piranema Manager” means Sevan Piranema Servicos de Petréleo Ltda.d’residente Wilson 231 — sala 1003 e 1004,
parte Rio de Janeiro — Rj — CEP 20011-000 Brazil.

“ Pre-Approved Classification Society’ means any of Det norske Veritas, Lloyds Regisdengerican Bureau of Shipping
(ABS), Germanischer Lloyd or Bureau Veritas or sattier classification society acceptable to thedvigj Lenders.
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“ Pre-Approved Flag” means Marshall Islands, Norwegian Internatiort@pSRegistry, Norwegian Ordinary Register, Liberia,
Panama, Isle of Man, UK, Cayman Islands, Bermu@dhaBnas and Singapore.

“ Project Agreements” means the Charter Contract, the Bareboat ChdherCharterer’s Assignment and the Management
Agreements (if any), each as amended or extendet time to time.

“ Proportionate Share” means, at any time, the proportion which a Letsd€ommitment (whether or not advanced) then beat
to the aggregate Commitments of all the Lenders{ladr or not advanced) being on the Execution Betgercentage indicated
against the name of that Lender in Schedule 1.

“ Quiet Enjoyment Letter " means a letter agreement made or to be made bptthie Security Agent and the Operator, if so
required by the Operator, in form and substancegable to the Lenders.

“ Reference Banks means, in relation to LIBOR, DNB Bank ASA and bumther banks as may be appointed by the Agent in
consultation with the Borrower.

“ Relevant Documents means the Finance Documents, the Master Agreenaamt the Project Agreements.

“ Relevant Percentagé means, in respect of any Subsidiary of a Guaraitany time, the percentage of the equity shariat
or the partnership capital, as the case may bayaf Subsidiary which is beneficially owned (freeni Encumbrances) by such
Guarantor at such time.

“ Repayment Date” means the date for payment of any Repaymentlmstat in accordance with Clause 5.1.

“Repayment Instalment” means any instalment of the Loan to be repaid é\Bitrrower under Clause 5.Répayment of
Loan).

“ Requisition Compensation” means all compensation or other money which mesnftime to time be payable to the Borrower
and/or the Bareboat Charterer as a result of tles&ldeing requisitioned for title or in any otlhe&y compulsorily acquired
(other than by way of requisition for hire).

13



“ Restricted Countries” means those countries subject to sanctions an@de embargoes, in particular but not limited to
pursuant to the U.S.’s Office of Foreign Asset Condf the U.S. Department of Treasury (“OFAC”) imding at the Execution
Date, but without limitation, Cuba, Iran, Myanmeigrth Korea, Sudan and Syria and any additionahtttas notified by the
Agent to the Borrower based on respective sancbeisy imposed by OFAC or any of the regulativeibsdeferred to in the
definition of Restricted Persons.

“ Restricted Persons’ means persons, entities or any other partide¢gted, domiciled, resident or incorporated intReted
Countries, and/or (ii) subject to any sanction adstiated by the United Nations, the European Un8witzerland, OFAC, HM
Treasury and the Foreign and Commonwealth Offich@fUnited Kingdom, the Monetary Authority of Sampre and the Hong
Kong Monetary Authority and/or any other applicabteintry and/or (iii) owned or controlled by oria#fted with persons,
entities or any other parties as referred to i) (ii).

“ Screen Raté’ means in relation to LIBOR, the British Bankefsssociation Interest Settlement Rate for the reieearrency
and period displayed on the appropriate page oR#éwgers page LIBOR 01 (or such other page or papesh replace(s) such
page for the purposes of displaying offered rafdeauling banks, for deposits in Dollars of amoweysal to the amount of the
Loan for a period equal in length to the relevantéiest Period.

“ Security Documents’ means the Mortgage, the Deed of Covenants, tisggAment, the Shares Charge, the Guarantees, any
Manager’s Confirmation, the Master Agreement Chatiyee Account Charge or (where the context pernaitg) one or more of
them and any other agreement or document whichanagy time be executed by any person as secorithé payment of all or
any part of the Indebtedness, anfigcurity Document” means any one of them.

“ Security Parties” means at any relevant time, the Borrower, the BaeGharterer, the Piranema Manager, the Guaraama
any other person who may at any time during theligaPeriod be liable for, or provide security fall or any part of the
Indebtedness but, for the avoidance of doubt, ekatuthe Operator and any Manager which is not lykmined or controlled
by either Teekay or TOO, andSecurity Party ” means any one of them.
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“ Seller” means Piranema Production AS (formerly Sevan itidn AS) of Kittelsbuktveien 5, 4836 Arendal, Maty.

“ Shares Charge’ means the first priority charge over all of themmbership interests in the Borrower referred tGlause
10.1.5 to be given by TOO.

“ SMC " means a valid safety management certificate isureatie Vessel by or on behalf of the Administratinder paragrag
13.7 of the ISM Code.

“ SMS” means a safety management system for the Vesselaped and implemented in accordance with the Cide.

“ Subsidiary " means a subsidiary undertaking, as defined inaedtl 59 Companies Act 2006 or any analogous diefimitnde
any other relevant system of law.

“ Tax " means any tax, levy, impost, duty or other chavgithholding of a similar nature (including apgnalty or interest
payable in connection with any failure to pay oy delay in paying any of the same) an@idxation ” shall be interpreted
accordingly.

“ Teekay” means Teekay Corporation, a corporation incorgatainder the laws of the Marshall Islands

“ Teekay Group” means Teekay and each of its Subsidiaries.

“ Teekay Guarantee” means the guarantee and indemnity referred tainse 10.1.4.

“ TOO " means Teekay Offshore Partners L.P. a limitednaaship incorporated under the laws of the Maidbknds.
“ TOO Group " means TOO and each of its Subsidiaries.

“ TOO Guarantee” means the guarantee and indemnity referred tdainse 10.1.3.

“ Total Loss” means:

(a) an actual, constructive, arranged, agreed or comipeal total loss of the Vessel,
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(b) the requisition for title or compulsory acqtisi, nationalisation or expropriation of the Vddsgor on behalf of any
government or other authority (other than by wayegjuisition for hire); o

(c) the capture, seizure, arrest, detention oriscafion of the Vessel unless the Vessel is retkansd returned to the
possession of the Borrower or the Bareboat Chartéitein ninety (90) days after the capture, seizarrest,
detention or confiscation in questic

“ Transaction” means a transaction entered into between any SvesjdBr and the Borrower governed by a Master Aguex.

“ Transfer Certificate " means a certificate substantially in the formaettin Schedule 5 or any other form agreed betwieen
Agent and the Borrower.

“ Transfer Date” means, in relation to any Transfer Certificates tate for the making of the transfer specifietheénschedule
to such Transfer Certificate.

“ Trust Property ” means:

(a) all benefits derived by the Security Agent from@a 10; ani
(b) all benefits arising under (including, withdumitation, all proceeds of the enforcement of)lreatthe Finance
Documents

with the exception of any benefits arising solaythe benefit of the Security Agent.

“ Vessel’ means the FPSO named PIRANEMA SPIRIT and evemgtiiow or in the future belonging to it on boardashore.
In this Agreement

(@ words denoting the plural number include the siagahd vice vers:

(b) words denoting persons include corporationgnpaships, associations of persons (whether imratpd or not) or
governmental or que-governmental bodies or authorities and vice ve
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(©
(d)
(e)

()

(@)

(h)
@0

references to Recitals, Clauses and Schedulesfaremces to recitals, clauses and schedulesabtbis Agreement
references to this Agreement include the Recitadsthe Schedule:

the headings and contents page(s) are forutpmpe of reference only, have no legal or othgritcance, and shall
be ignored in the interpretation of this Agreem

references to any document (including, withlimitation, to all or any of the Relevant Documg@rdse, unless the
context otherwise requires, references to thatmhec as amended, supplemented, novated or regdiaredime to
time;

references to statutes or provisions of statate references to those statutes, or those fmosjsas from time to time
amended, replaced or-enacted

references to any Finance Party include its suotgssansferees and assign¢
a time of day (unless otherwise specified) is anegice to London tim

(d) Offer letter

This Agreement supersedes the terms and conditmmsined in any correspondence relating to thgesumatter of this
Agreement exchanged between any Finance PartyharBlarrower or their representatives prior to theedf this Agreement.

2  The Loan and its Purpose

2.1 Amount Subject to the terms of this Agreement, each of #eders agrees to make available to the Borrots€€dmmitment of
a term loan in an aggregate amount not exceedaiyltkimum Amount
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2.2

IncreaseThe Borrower may by giving prior notice to the Agéy no later than the date falling fifteen (15)dhess Days after
the effective date of a cancellation

22.1 the Commitment of a Defaulting Lender in accordanith Clause 15.23; ¢
2.2.2 the Commitments of a Lender in accordance with g1

reqguest that the Loan be increased in an aggregatent in Dollars of up to the amount of the Commeitt so cancelled as
follows:

2.2.3 the increased Commitment will be assumedngyar more Lenders or other banks or financialtutgins (each an “
Increase Lender”) selected by the Borrower (each of which shall @ a member of the Group and which is furthel
acceptable to the Agent (acting reasonably)) antl ewhich confirms its willingness to assume doés assume ¢
the obligations of a Lender corresponding to tlaat pf the increased Commitment which it is to assuas if it had
been an original Lende

2.2.4 each of the Security Parties and any Increasder shall assume obligations towards one anatid/or acquire
rights against one another as the Security Paatidshe Increase Lender would have assumed aratjairad had th
Increase Lender been an original Lenc

2.2.5 each Increase Lender shall become a Padylasnder” and any Increase Lender and each obtther Finance
Parties shall assume obligations towards one anatitbacquire rights against one another as tleatéise Lender
and those Finance Parties would have assumed aautfoired had the Increase Lender been an origevader;

2.2.6 the Commitments of the other Lenders shall contindall force and effect; an

2.2.7 any increase in the Loan shall take effedherdate specified by the Borrower in the notafemred to above or any
later date on which the conditions set out in Gda2i2.8 below are satisfie

2.2.8 An increase in the Loan will only be effective «
0] the execution by the Agent of an Increase Confilmnarom the relevant Increase Lend

(i) inrelation to an Increase Lender which is adtender immediately prior to the relevant incegdbe
performance by the Agent of all necessary “knowryaustomer” or other similar checks under all aggdbie
laws and regulations in relation to the assumpdibtihe increased Commitments by that Increase Letite
completion of which the Agent shall promptly nottfythe Borrower the Increase Lenc
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2.2.9

2.2.10

2.211

2.2.12

and the Agent shall, as soon as reasonably prattiedter it has executed a Increase Confirmasiend to the
Borrower a copy of that Increase Confirmation;

Each Increase Lender, by executing the Iser€nfirmation, confirms (for the avoidance of lbuhat the Agent
has authority to execute on its behalf any amendmewaiver that has been approved by or on beifdtfe requisite
Lender or Lenders in accordance with this Agreementr prior to the date on which the increase beeffective

the relevant Increase Lender shall, on #te dpon which the increase takes effect, payaddent (for its own
account) a fee of five thousand Dollars ($5,00@) surch Increase Lender shall promptly on demandtpapgent
the amount of all costs and expenses (includingl lsges) reasonably incurred by it in connectiothwvainy increase i
the Loan under this Clause 2

The Borrower may pay to the Increase Leadee in the amount and at the times agreed betthedBorrower and
the Increase Lender in a letter between the Bomr@awd the Increase Lender setting out that feeef@rence in this
Agreement to a Fee Letter shall include any lettéarred to in this paragrap

The Agent, each of the Lenders and the Increasddreshall have the same rights and obligations éatvihemselv
as they would have had if the Increase Lender lead lan original party to this Agreement as a Ler
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2.3

2.4
2.5

Finance Partie¢ obligations

23.1 The obligations of each Finance Party under tharkie Documents are several. Failure by a Finantg ®gperform
its obligations under the Finance Documents doésiffiect the obligations of any other party to Eierance
Documents. No Finance Party is responsible footiigyations of any other Finance Party under thafce
Documents

2.3.2 The rights of each Finance Party under eoimection with the Finance Documents are separaténdependent
rights and any debt arising under the Finance Decusto a Finance Party from a Security Party siealh separate
and independent del

2.3.3 A Finance Party may, except as otherwisedtiatthe Finance Documents, separately enforgeghss under the
Finance Document

PurposesThe Borrower shall apply the Loan for the purpasderred to in the Recite
Monitoring No Finance Party is bound to monitor or verify #pgplication of any amount borrowed under this Agrest.

Conditions of Utilisation

3.1

3.2

3.3

Conditions precedentBefore any Lender shall have any obligation to adeahe Loan under the Facility the Borrower shall
deliver or cause to be delivered to or to the oodeéhe Agent all of the documents and other ewigdisted in Part | of Schedule
2.

Further conditions precedentThe Lenders will only be obliged to advance ther_dan the date of the Drawdown Notice and
on the proposed Drawdown Da

3.2.1 no Default is continuing or would result from thgvance of the Loan; ar

3.2.2 the representations made by the Borrowerni@ldeise 11 (other than that in Clauses 11.2, 44d511.18) are true in
all material respect:

Termination Date No Lender shall be under any obligation to advaaiter any part of its Commitment after the Comnetrh
Termination Date
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3.4

3.5

3.6

Conditions subsequenThe Borrower undertakes to deliver or to causestddlivered to the Agent on, or as soon as prditdca
after, (or within any time period specific in Schéa2 Part Il) the Drawdown Date the additional wlments and other evidence
listed in Part Il of Schedule

No Waiver If the Lenders in their sole discretion agree teaate the Loan to the Borrower before all of thewtoents and
evidence required by Clause 3.1 have been delitteredto the order of the Agent, the Borrower utalees to deliver all
outstanding documents and evidence to or to therafithe Agent no later than the date specifiethieyAgent, except to the
extent expressly waived by the Agent in writil

The advance of all or any part of the Loan undir @ause 3.5 shall not be taken as a waiver ol émalers’ right to require
production of all the documents and evidence reguiy Clause 3.1.

Form and contentAll documents and evidence delivered to the Ageraten this Clause 3 sha
3.6.1 be in form and substance reasonably acceptabletddent; anc
3.6.2 if reasonably required by the Agent, be certifiedtarised, legalised or attested in a manner agbkpto the Agen

Advance

4.1

4.2

Drawdown RequestThe Borrower may request the Loan to be advancedénamount on any Business Day prior to the
Commitment Termination Date by delivering to theeAga duly completed Drawdown Notice not more tteem(10) and not
fewer than three (3) Business Days before the megp®rawdown Date. Any such Drawdown Notice shalsigned by an
authorised signatory (including any Attorr-in-Fact) of the Borrower and, once delivered, is ioeable.

Lenders’ participation Subject to Clauses 2 and 3, the Agent shall prommuitify each Lender of the receipt of the Drawdown
Notice, following which each Lender shall advanseGommitment to the Borrower through the AgenttenDrawdown Date
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Repayment

51 Repayment of LoanThe Borrower agrees to repay the Loan to the Afparthe account of the Lenders by twenty
(20) consecutive quarterly instalments each irstira of three million, two hundred and fifty thouddbollars ($3,250,000), the
first instalment falling due on the date whichhisele calendar months after the Drawdown Date absesjuent instalments falli
due at consecutive intervals of three calendar hsotftereafter together with the Balloon Amount,gidg simultaneously with
the final Repayment Instalmel

5.2 Reduction of Repayment Instalment:f the aggregate amount advanced to the Borrowlessthan the Maximum Amount, the
amount of each Repayment Instalment shall be redpicerata to the amount actually advant

5.3 Maturity Date Any unpaid portion of the Loan shall be repaiditi by the Borrower on or before the Maturity De

5.4 Reborrowing The Borrowers may not reborrow any part of the Laduich is repaid or prepai

Prepayment

6.1 lllegality If it becomes unlawful in any applicable jurisdariifor a Lender to fund or maintain its Commitmastcontemplated

by this Agreement or to fund or maintain the La
6.1.1 that Lender shall promptly notify the Agent of tleatent;

6.1.2 upon the Agent notifying the Borrower, then@oitment of that Lender (to the extent not alreadyanced) will be
immediately cancelled; ar

6.1.3 the Borrower shall repay that Lender’'s Commaitt (to the extent already advanced) on the mgbélits current
Interest Period or, if earlier, the date specifigdhat Lender in the notice delivered to the Agamd notified by the
Agent to the Borrower (being no earlier than thet tay of any applicable grace period permittedblay) and the
remaining Repayment Instalments shall be reducedata. Prior to the date on which repayment isiired to be
made under this Clause 6.1.3 the affected Lend#l sbgotiate in good faith with the Borrower tadian alternative
method or lending base in order to maintain its @dment in the Facility
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6.2

6.3

6.4

Voluntary prepayment of Loan The Borrower may prepay the whole or any part efltban (but, if in part, being an amount
that reduces the Loan by a minimum amount of filian Dollars ($5,000,000)) subject as follov

6.2.1 it gives the Agent not less than three (¥iBess Days’ (or such shorter period as the Mgjagiders may agree)
prior notice;
6.2.2 no prepayment may be made until after the Commitmiermination Date; an

6.2.3 any prepayment under this Clause 6.2 shall satigfybligations under Clause 5.1 in inverse ordenaturity.

Restrictions Any notice of prepayment given under this Claush@ll be irrevocable and, unless a contrary ingtinsappears in
this Agreement, shall specify the date or datesiwgloich the relevant prepayment is to be made b@dinount of that
prepayment

Any prepayment under this Agreement shall be magdether with accrued interest on the amount pregad] subject to any
Break Costs, without premium or penalty.

If the Agent receives a notice under this ClaugtesBall promptly forward a copy of that noticett® Borrower or the Lenders,
appropriate.

Sale of Vesseln the event of a sale or disposal of the Vessedlng sale of the share capital of the BorrowelT®0, the
Borrower shall, on the date of the sale or dispqguapay the Loan in full. Any such prepayment ksbllige the Borrower to
make payment of all interest and Commitment Comimisaccrued on the amount so reduced up to anddimg the date of
reduction together with any Break Costs in respéstich reduced amount if the date of such redndtimot the final day of an
Interest Perioc
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6.5 Total LossIn the event that the Vessel becomes a Total |

@

(ii)

the Borrower shall, on the earlier to occuridthe date on which the Borrower receives thepeals of such
Total Loss and (ii) the one hundred and twentieth after the date of such Total Loss occurringpayethe
Loan in full PROVIDED ALWAYS that if such date iohthe final day of an Interest Period, the Borrowe
may instead place the relevant sum in an accouhttive Security Agent, charged to the Security Agem
manner reasonably acceptable to the Lenders, wittrevocable instruction to the Security Agenafiply
such sum in prepayment of the Loan on the finalafeguch Interest Period; al

the Loan (if not yet drawn) will not be advanceteathe occurrence of a Total Lo

6.6 Change of Ownershipin the event that

(@)

(b)
(©
(d)
(e)

any person or any two or more persons actiggther (excluding Resolute Investments, Inc. orsamcessor
thereto) acquire (a) legally or beneficially anther directly or indirectly more than 50% of thdienissued
share capital of Teekay; or (b) the right or apild control, either directly or indirectly, thefaifs or the
composition of the majority of the board of dirastof Teekay; o

Teekay ceases to own and control a minimuniftgfdne percent (51%) of the voting rights in Tagk
Offshore GP L.L.C, the general partner in TOO

Teekay Offshore GP L.L.C. ceases to own androba minimum of fifty one percent (51%) of thengeal
partner interest in TOO; «

TOO ceases to maintain its listing as a publjidgeaded master limited partnership on the NewRkrStock
Exchange; o

there is any change in the legal or benefmiatership of or control over the Borrower by TOQheut the
Majority Lender’ prior written consent

then the Borrower shall prepay the Loan in full.

24



6.7 Project Agreement Termination In the event tha

(a) any of the Project Agreements is terminatethleyBorrower, the Bareboat Charter or any of trespective
Affiliates by reason of breach by the Operator danager who is not controlled by either of the Guors;
or

(b)  any of the Project Agreements are breachedhéyperator or by a Manager who is not controligeither of
the Guarantors, in a manner that gives rise tgh to terminate such Project Agreement or treas it
repudiated, by the Borrower;

(c) any of the Project Agreements is terminatedhigyOperator pursuant to an “Economic HardshipVigion in
any Project Agreemer

then, unless a replacement Project Agreement éeshinto within one hundred and eighty (180) dayshe

Borrower and/or the Bareboat Charter and/or a Slidryi of the relevant Guarantor acceptable to tlagokity
Lenders, on terms reasonably acceptable to therMajenders, the Borrower shall prepay the Loafuih

7 Interest

7.1 Interest Periods The period during which the Loan shall be outstagdinder this Agreement shall be an Interest Pariddree
or six months’ duration, as selected by the Bormlwewritten notice to the Agent not later than@lam on the third Business
Day before beginning of the Interest Period in ¢joasor such other duration as may be agreed éytient (acting on the
instructions of all the Lenders

7.2 Beginning and end of Interest Period€ach Interest Period shall begin on the Drawdowte Da (if the Loan is already made)
on the last day of the preceding Interest Periatisdmall end on the date which numerically corresigdn the Drawdown Date or
the last day of the preceding Interest Period énredlevant calendar month except that, if ther@isumerically corresponding
date in that calendar month, the Interest Periadl shd on the last Business Day in that mo
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7.3

7.4

7.5

7.6

7.7

7.8

Interest Periods to meet Repayment Datelf an Interest Period will expire after the Repaytn®ate, there shall be a separate
Interest Period for that part of the Loan equah®mRepayment Instalment due on that next RepayDatet and that separate
Interest Period shall expire on that next Repayrberé.

Non-Business Day:f an Interest Period would otherwise end on awhich is not a Business Day, that Interest Peridd w
instead end on the next Business Day in that calemanth (if there is one) or the preceding Busrigay (if there is not

Interest rate During each Interest Period interest shall accruthe Loan at the rate determined by the Agenetthb aggregate
of (a) the Margin, (b) LIBOR and (c) the Mandat@wgst, if applicable

Failure to select Interest Perioclf the Borrower at any time fails to select or ages Interest Period in accordance with
Clause 7.1, the interest rate applicable shalhbeet(3) months

Accrual and payment of interestinterest shall accrue from day to day, shall beudated on the basis of a 360 day year and th
actual number of days elapsed (or, in any circuntgtavhere market practice differs, in accordandh thie prevailing market
practice) and shall be paid by the Borrower toAlgent for the account of the Lenders on the lagtafaach Interest Period and,
if the Interest Period is longer than three montimsthe dates falling at three monthly intervaterafhe first day of that Interest
Period.

Default interest If the Borrower fails to pay any amount payabldthynder a Finance Document on its due date, istesteall
accrue on the overdue amount from the due datgeciub any applicable grace period, up to the datectual payment (both
before and after judgment) at a rate which is asiatgdive per cent (1.5%) higher than the rate whiould have been payable if
the overdue amount had, during the period of nhomeat, constituted the Loan in the currency ofdlrierdue amount for
successive Interest Periods, each selected byghetAacting reasonably). Any interest accruingeuridis Clause 7.8 shall be
immediately payable by the Borrower on demand leyAbent. If unpaid, any such interest will be compaded with the overdue
amount at the end of each Interest Period appbdabihat overdue amount but will remain immediatkie and payabli
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7.9

Changes in market circumstancef at any time (a) the Agent determines that LIBBRot available for any Interest Period or
(b) a Lender or Lenders (whose Commitment(s) ex@ifigcper cent (50%) of the Loan) inform the Ageayt written notice that
the cost to it or them of obtaining matching defsofir any Interest Period would be in excess &@QR and that notice is
received by the Agent no later than close of bissirie London on the day LIBOR is determined fot théerest Perioc

7.9.1 the Agent shall give notice to the Lenders andBbower of the occurrence of such event;
7.9.2 the rate of interest on each Lender's Comamnitnfor that Interest Period shall be the rategoeium which is the sum
of:

(@) the Margin; anc

(b)  the rate notified to the Agent by that Lendeisaon as practicable, and in any event beforeeisités due to be
paid in respect of that Interest Period, to be Wiith expresses as a percentage rate per annwoghto that
Lender of funding its Commitment from whatever smuit may reasonably select; ¢

(c) the Mandatory Cost, if any, applicable to that Ler's Commitment
PROVIDED THAT if the resulting rate of interest any Commitment is not acceptable to the Borrower:

7.9.3 the Agent on behalf of the Lenders will négetwith the Borrower in good faith with a viewnodifying this
Agreement to provide a substitute basis for deteimgithe rate of interes

7.9.4 any substitute basis agreed pursuant to €a9s3 shall be binding on all the parties to Agseement and shall
apply to all Commitments

7.9.5 if, within thirty (30) days of the giving tffie notice referred to in Clause 7.9.1, the Borrmoavel the Agent fail to

agree in writing on a substitute basis for detenngjrthe rate of interest, the Borrower will immeeig prepay the
relevant Commitment, together with any Break Caatsl the remaining Repayment Instalments shalébeaed pro
rata.
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7.10 Determinations conclusiveThe Agent shall promptly notify the Borrower of ttletermination of a rate of interest under this
Clause 7 and each such determination shall (satiheinase of manifest error) be final and concleu

8 Indemnities

8.1 Transaction expenseThe Borrower will, within fourteen (14) days of tAgent's written demand, pay the Agent (for the
account of the Finance Parties) the amount okabonable out of pocket costs and expenses (inguegal fees, the cost of
obtaining an initial insurance report (and of obitag further insurance reports only if there is @enial change in the terms of
the Insurances or material change in the maringéamge market), and Value Added Tax or any singitareplacement tax if
applicable) reasonably incurred by the Financeié®aar any of them in connection wil

8.1.1 the negotiation, preparation, printing, executiod gegistration of the Finance Documents and thet®étaAgreemen
(whether or not any Finance Document or Master Agrent is actually executed or registered and whetheot all
or any part of the Loan is advance

8.1.2 any amendment, addendum or supplement t&iaaypce Document or Master Agreement (whether br no
completed); ani

8.1.3 any other document which may at any timeslsanably required by a Finance Party to give efteany Finance
Document or Master Agreement or which a FinancéyRaentitled to call for or obtain under any Riga Document
or Master Agreemen

8.2 Funding costsThe Borrower shall indemnify each Finance Partypayment to the Agent (for the account of that RowParty)
on the Agent’s written demand, against all losseb@osts incurred or sustained by that FinanceyHafor any reason due to a
default or other action by the Borrower, the Losimdt advanced to the Borrower after the Drawdowtidé has been given to
the Agent, or is advanced on a date other tharrdigatested in the Drawdown Noti
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8.3

8.4

8.5

Break CostsAs a result of a Finance Party receiving any prepayt of all or any part of the Loan (whether purdua Clause 6
or otherwise) on a day other than the last dayndhterest Period for the Loan or relevant paithefLoan, or any other payment
under or in relation to the Finance Documents dayaother than the due date for payment of theiswmestion the Borrower
shall indemnify each Finance Party, by paymenhéAgent (for the account of that Finance Party)hanAgent’s written
demand, against all documented costs, losses, pmesror penalties incurred by that Finance Pargluding (without limitation’
any losses or costs incurred in liquidating or mgkying deposits from third parties acquired tizeff or maintain all or any part
of the Loan and any liabilities, expenses or logsesrred by the Finance Party in terminating eersing, or otherwise in
connection with any open position arising undes thgreement

Currency indemnity In the event of a Finance Party receiving or redogeany amount payable under a Finance Documest in
currency other than the Currency of Account, artiéfamount received or recovered is insufficiehemwconverted into the
Currency of Account at the date of receipt to $aiis full the amount due, the Borrower shall, tve tAgent’s written demand,
pay to the Agent for the account of the relevanaRte Party such further amount in the Currendyoabunt as is sufficient to
satisfy in full the amount due and that further amtcshall be due to the Agent on behalf of thevaahé Finance Party as a
separate debt under this Agreem:

Increased costs (subject to Clause 8.If, by reason of the introduction of any law, oyaihange in any law, or any change in
the interpretation or administration of any lawcompliance with any request or requirement from @mtral bank or any fisce
monetary or other authority occurring after theedaftthis Agreemen

8.5.1 a Finance Party (or the holding company Bihance Party) shall be subject to any Tax witlpeesto payment of all
or any part of the Indebtedness (other than Taswvemall net income); ¢

8.5.2 the basis of Taxation of payments to a FiedParty in respect of all or any part of the Indeloess shall be changed;
or
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8.6

8.5.3 any reserve requirements shall be imposedifimd or deemed applicable against assets helat lofgposits in or for
the account of or loans by any branch of a Findargy; or

8.5.4 the manner in which a Finance Party allocedi@#tal resources to its obligations under thise®gent or any ratio
(whether cash, capital adequacy, liquidity or othise) which a Finance Party is required or requetianaintain
shall be affected; ¢

8.5.5 there is imposed on a Finance Party (or efhttiding company of a Finance Party) by an uncctedethird party any
other condition in relation to the IndebtednestherFinance Document

and the result of any of the above shall be toease the cost to a Finance Party (or to the holthngpany of a Finance Party)
that Finance Party making or maintaining its Cormmaitt, or to cause a Finance Party to suffer (inpision) a material
reduction in the rate of return on its overall ¢alpbelow the level which it reasonably anticipatedhe date of this Agreement
and which it would have been able to achieve huitcentering into this Agreement and/or perforgnits obligations under this
Agreement, then, subject to Clause 8.6, the FinBaety affected shall notify the Agent and the Barer shall from time to time
pay to the Agent on demand for the account of Fireance Party the amount which shall compensaterihance Party (or the
relevant holding company) for such additional ersteduced return. A certificate signed by an atisiedl signatory of that
Finance Party setting out the amount of that payraed the basis of its calculation shall be suledito the Borrower and shall
be conclusive evidence of such amount save for festrerror or on any question of law.

Exceptions to increased cost€lause 8.5 does not apply to the extent any aditicost or reduced return referred to in that
Clause is

8.6.1 compensated for by a payment made under Clause@.
8.6.2 compensated for by a payment made under Clausedr’
8.6.3 compensated for by the payment of the Mandatory;©o

8.6.4 attributable to the wilful breach by the vt Finance Party (or the holding company of Eiaance Party) of any
law or regulation
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8.7

8.8

8.9

8.10

Events of DefaultThe Borrower shall indemnify each Finance Partynftame to time, by payment to the Agent (for theamt
of that Finance Party) on the Agent's written dethagainst all losses and costs incurred or sweidiy that Finance Party as a
consequence of any Event of Defa

Enforcement costsThe Borrower shall pay to the Agent (for the acdmfreach Finance Party) on the Agent’s written dech
the amount of all costs and expenses (includingl liges) incurred by a Finance Party in conneatith the enforcement of, or
the preservation of any rights under, any Finaneeument including (without limitation) any lossessts and expenses which
that Finance Party may from time to time sustaiour or become liable for by reason of that FindPagy being mortgagee of
the Vessel and/or a lender to the Borrower, ordason of that Finance Party being deemed by any epauthority to be an
operator or controller, or in any way concernethigoperation or control, of the Vessel. No sudemnity will be given where
any such loss or cost has occurred due to grodgarage or wilful misconduct on the part of thah&nce Party; however, this
shall not effect the right of any other Financety?to receive such indemnit

Other costsThe Borrower shall pay to the Agent (for the acdmfreach Finance Party) on the Agent’s written dadithe
amount of all sums which a Finance Party may payesome actually or contingently liable for on aawoof the Borrower in
connection with the Vessel (whether alone or jgintl jointly and severally with any other persamyluding (without limitation)
all sums which that Finance Party may pay or guasmwhich it may give in respect of the Insuranaag expenses incurred by
that Finance Party in connection with the mainteeasr repair of the Vessel or in discharging aap,lbond or other claim
relating in any way to the Vessel, and any sumglkthat Finance Party may pay or guarantees whitlay give to procure the
release of the Vessel from arrest or deten:

TaxesThe Borrower shall pay all Taxes to which all oy gart of the Indebtedness or any Finance Documearytbe at any tim
subject (other than Tax on a Finance Partyerall net income) and shall indemnify the FoeRarties, by payment to the Ag
(for the account of the Finance Parties) on ther®gevritten demand, against all liabilities, costlaims and expenses resulting
from any omission to pay or delay in paying anytstiaxes
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10

Fees
9.1

9.2
9.3

Commitment feeThe Borrower shall pay to the Agent (for the acdamfrthe Lenders in proportion to their Commitmeras
commitment fee at a per annum rate of forty pet (80%0) of the Margin on the daily undrawn and urgedled amount of the
Maximum Amount accruing from 14 December 2011 uh#l earlier of the Drawdown Date and the Commitrii@emmination
Date. The accrued Commitment Fee is payable imeri@n the Commitment Termination Date or the Diawmd Date,
whichever is the earlier. No commitment fee is fidgado the Agent (for the account of a Lender) op @ommitment of that
Lender for any day on which that Lender is a DdfaglLender.

Upfront fee The Borrower shall pay to the Lenders an upfroatifethe amount and at the times agreed in thd_Eter.
Agency feeThe Borrower shall pay to the Agent an agency riethé amount and at the times agreed in the FaerL

Security and Application of Moneys

10.1

Security DocumentsAs security for the payment of the IndebtednessBbrrower shall execute and deliver to the Segurit
Agent or cause to be executed and delivered t&&oarity Agent at the relevant time, the followthgcuments in such forms a
containing such terms and conditions as the Sgcfigent shall require

10.1.1 a first priority statutory mortgage over the Vedsglether with a collateral deed of covena

10.1.2 a first priority deed of assignment of theurances, Earnings, Charter Rights and Requistmnpensation of the
Vessel, and of the benefit of the Chart's Assignment

10.1.3 an unconditional and irrevocable on demand guaezentel indemnity from TOO (for any period when trerBwer is
owned by TOO or one of its Subsidiarie
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10.2

10.3

10.1.4 an unconditional and irrevocable on demaradantee and indemnity from Teekay as securityhferepayment of
thirty million Dollars ($30,000,000) of the Ballogkmount;

10.1.5 a first priority charge from TOO over all the memgiép interests in the Borrowe
10.1.6 a first priority deed of charge over the Master @gnent Benefits
10.1.7 at any time when the Managers are not controlledither of the Guarantors, a Mane's Confirmation; an

10.1.8 a first priority deed of charge over thertiags Account and all amounts from time to timendiag to the credit of
the Earnings Accoun

Remittance of EarningsThe Borrower shall procure that all Earnings a@gptly paid to the Earnings Account and,
immediately upon the occurrence of an Event of Diefathich is continuing unremedied or unwaived, Begrower shall procur
that all Earnings are paid to such account(s) ag\gent shall from time to time specify by noticewriting to the Borrowet

General application of moneysWhilst an Event of Default is continuing unremedga! unwaived the Borrower irrevocably
authorises the Agent and the Security Agent toyaglblsums which either of them may recei

10.3.1 pursuant to a sale or other disposition of the ¥lessany right, title or interest in the Vessel
10.3.2 by way of payment of any sum in respect of the fasoes, Earnings or Requisition Compensatiol
10.3.3 otherwise arising under or in connection with airyaice Documen

in or towards satisfaction, or by way of retent@naccount, of the Indebtedness, as follows:-

0] first in payment of all outstanding fees and expsns the Agent and the Security Age

(ii) secondly in or towards payment of all outstandimgnest hereunde
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(iii) thirdly in or towards payment of all outstandindgnpipal hereundel

(iv) fourthly in or towards payment of all other Indabtess (other than Master Agreement Liabilities) tzeve fallen du
in accordance with the terms of this Agreement ineder;

(v) fifthly in or towards payment of any Master Agreerhkiabilities; anc

(vi) sixthly the balance, if any, shall be remittedite Borrower or whoever may be entitled ther

11 Representations and Warranties

The Borrower represents and warrants to each dfithence Parties at the Execution Date and (byerée to the facts and circumstar
then pertaining), at the Drawdown Date and at daieitest Payment Date as follows (except that ¢épeesentation and warranty
contained at Clause 11.2 shall only be made oktleeution Date and the representations and waesaotintained at Clauses 11.6 and
11.18 shall only be repeated on the Drawdown Date):

11.1  Status and Due AuthorisationEach of the Security Parties is a corporation,tiehiiability company or limited partnership duly
incorporated or formed under the laws of its judidn of incorporation, organisation or formati¢as the case may be) with
power to enter into the Finance Documents and ¢oogse its rights and perform its obligations unithker Finance Documents a
all corporate and other action required to autkoitss execution of the Finance Documents and topaance of its obligations
thereunder has been duly tak

11.2  No Deductions or WithholdingUnder the laws of the Security Parties’ respegdtivisdictions of incorporation or formation in
force at the date hereof, none of the Securityiézawill be required to make any deduction or witliling from any payment it
may make under any of the Finance Docume

11.3 Claims Pari PassuUnder the laws of the Security Parties’ respedtivisdictions of incorporation or formation in f@aat the
date hereof, the Indebtedness will, to the extesitit exceeds the realised value of any securaptgd in respect of the
Indebtedness, rank at legstri passuwith all the Security Parties’ other unsecured btddness save that which is preferred
solely by any bankruptcy, insolvency or other samlaws of general applicatio
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11.4

115

11.6

11.7

11.8

No Immunity In any proceedings taken in any of the Securityi®sirespective jurisdictions of incorporationformation in
relation to any of the Finance Documents, noné@fSecurity Parties will be entitled to claim fteeif or any of its assets
immunity from suit, execution, attachment or otlegral process

Governing Law and Judgmentsin any proceedings taken in any of the Securityi€srjurisdiction of incorporation or
formation in relation to any of the Security Docurteein which there is an express choice of thed&w particular country as the
governing law thereof, that choice of law and amjgment or (if applicable) arbitral award obtaimedhat country will be
recognised and enforce

Validity and Admissibility in Evidence As at the date hereof, all acts, conditions andgthirequired to be done, fulfilled and
performed in order (a) to enable each of the SgcBarties lawfully to enter into, exercise itshig under and perform and
comply with the obligations expressed to be assuoyetiin the Finance Documents, (b) to ensure tiratobligations expressed
to be assumed by each of the Security Partiesifriteance Documents are legal, valid and bindirh(ahto make the Finance
Documents admissible in evidence in the jurisditdiof incorporation or formation of each of the @&y Parties, have been
done, fulfilled and performe

No Filing or Stamp TaxesUnder the laws of the Security Parties’ respedtivisdictions of incorporation or formation in fac
at the date hereof, it is not necessary that arlgeoFinance Documents be filed, recorded or ezulolith any court or other
authority in its jurisdiction of incorporation oorimation (other than the relevant maritime regjstnythat any stamp, registration
or similar tax be paid on or in relation to anytleé Finance Document

Binding Obligations The obligations expressed to be assumed by eatie &ecurity Parties in the Finance Documentseayal |
and valid obligations, binding on each of themdnadance with the terms of the Finance Documeamsa limit on any of the
powers will be exceeded as a result of the borrgsjigranting of security or giving of guaranteestemplated by the Finance
Documents or the performance by any of them ofadrifieir obligations thereunde
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11.9 No Winding-up The Borrower has not taken any limited liabilityngpany action nor have any other steps been takkgar
proceedings been started or (to the best of theoBer’'s knowledge and belief) threatened agairesBbrrower for its winding-
up, dissolution, administration or reorganisatiorias the appointment of a receiver, administrasmministrative receiver,
trustee or similar officer of it or of any or afl ibs assets or revenues which might have a mateiizerse effect on the business
or financial condition of the Group taken as a veh

11.10 Solvency

11.10.1 Neither the Borrower nor the TOO Group taken asalevis unable, or admits or has admitted its llitgtbto pay its
debts or has suspended making payments in respaay of its debts

11.10.2 Neither the Borrower nor the TOO Group taken asalevhas by reason of actual or anticipated firardifficulties,
commenced, or intends to commence, negotiatiofsarié or more of its creditors with a view to resahiing any o
its indebtednes:

11.10.3  The value of the assets of each of thedBar and the TOO Group taken as a whole is nottlessthe liabilities of
the Borrower or the TOO Group taken as a wholel{@gase may be) (taking into account contingedtprospective
liabilities).

11.10.4 No moratorium has been, or may, in the reasonalsBsteable future be, declared in respect of atsbtedness ¢
the Borrower or of the TOO Group taken as a wr

11.11 No Material Defaults

11.11.1  Without prejudice to Clause 11.11.2, the Borrovgemat in breach of or in default under any agredrtewhich it is i
party or which is binding on it or any of its asstt an extent or in a manner which might have sehe Adverse
Effect on the business or financial condition af tAroup taken as a who

11.11.2 No Event of Default is continuing or might reasolydte expected to result from the advance of than.
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11.12

11.13

11.14

11.15

11.16

11.17

No Material ProceedingsNo litigation, arbitration or administrative proaieg of or before any court, arbitral body or agenc
against any member of the Group has been started it knowledge, threatened, which have ordifeasely determined, are
reasonably likely to have a Material Adverse Eff@ctvhich is not covered by adequate insura

No Obligation to Create SecurityThe execution of the Finance Documents by the Sgdearties and their exercise of their
rights and performance of their obligations theda=rwill not result in the existence of nor oblipe Borrower to create any
Encumbrance (other than a Permitted Encumbrane®)alvor any of their present or future revenueassets, other than
pursuant to the Security Documer

No BreachThe execution of the Finance Documents by eacheoSecurity Parties and their exercise of thehltagnd
performance of their obligations under any of tieaRce Documents do not constitute and will notiltéa any breach of any
agreement or treaty to which any of them is a pi

Security Each of the Security Parties is the legal and beiaébwner of all assets and other property whigsurports to charge,
mortgage, pledge, assign or otherwise secure pursmi@ach Security Document and those SecurityuB@nts to which it is a
party create and give rise to valid and effectieeusity having the ranking expressed in those StydDocuments

Necessary AuthorisationsThe Necessary Authorisations required by each 8gdearty are in full force and effect, and each
Security Party is in compliance with the materiaypsions of each such Necessary Authorisatiortirgldo it and, to the best of
its knowledge, none of the Necessary Authorisatiefeting to it are the subject of any pendinghveatened proceedings or
revocation

Money Laundering Any amount borrowed hereunder, and the performahtiee obligations of the Security Parties under th
Finance Documents, will be for the account of memslo¢ the Group and will not involve any breachdny of them of any law
or regulatory measure relating to “money laundéramdefined in Article 1 of the Directive (2005/&&EC) of the Council of the
European Communities or article 305 bis of the Swisnal Code
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11.18 Disclosure of material factsThe Borrower is not aware of any material factsimmumstances which have not been disclosed tc
the Agent and which might, if disclosed, have readdy been expected to adversely affect the detsi@ person considering
whether or not to make loan facilities of the nataontemplated by this Agreement available to the®ver.

11.19 Use of Facility The Facility will be used for the purposes spedifiethe Recital
11.20 Representations LimitedThe representation and warranties of the Borrowéhis Clause 11 are subject
11.20.1 the principle that equitable remedies are remedtdsh may be granted or refused at the discretidhecourt;

11.20.2  the limitation of enforcement by laws rielgtto bankruptcy, insolvency, liquidation, reorgaation, court schemes,
moratoria, administration and other laws generaffgcting or limiting the rights of creditor

11.20.3 the time barring of claims under any applicabldtition acts;

11.20.4 the possibility that a court may strike pravisions for a contract as being invalid forseas of oppression, undue
influence or similar; an

11.20.5 any other reservations or qualificationkwf expressed in any legal opinions obtained leyAbent in connection
with the Facility.

12 Undertakings and Covenants
The undertakings and covenants in this Clause h2irein force for the duration of the Facility Rueti
12.1 General Undertakings

12.1.1 Financial statementsThe Borrower shall supply to the Agent as soorhassame become available, but in any even
within one hundred and eighty (180) days afterethé of each of the Borrower’s financial years, thaudited
financial statements of the Borrower for that fioahyear, signed by a duly authorised represematf the
Borrower, and related cashflow
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12.1.2

12.1.3

12.1.4

12.1.5

12.1.6

Maintenance of Legal Validity The Borrower shall obtain, comply with the termsaafl do all that is necessary to
maintain in full force and effect all authorisatimpprovals, licences and consents required iy ¢ine laws and
regulations of its jurisdiction of formation and ather applicable jurisdictions, to enable it lall§ to enter into and
perform its obligations under the Finance Documantsto ensure the legality, validity, enforcedpitir
admissibility in evidence of the Finance Documenti$s jurisdiction of incorporation or organisatiand all other
applicable jurisdictions

Notification of Default The Borrower shall promptly, upon becoming awaréhefsame, inform the Agent in writing
of the occurrence of any Event of Default and, upareipt of a written request to that effect frdra Agent, confirm
to the Agent that, save as previously notifiech® Agent or as notified in such confirmation, neBvof Default has
occurred

Charter notifications The Borrower shall promptly, upon becoming awaréhefsame, inform the Agent in writing
if: (i) the Operator gives notice to terminate @igarter Contract; (ii) if hire payable under thea@hr Contract has
not been paid for more than thirty days; or (fiilnire payable under the Charter Contract is wrathgfvithheld, in
whole or in part, on three consecutive occasi

Other notifications The Borrower shall promptly, upon becoming awaréhefsame, inform the Agent in writing of
any Environmental Claim, any change in its finahpisition that is likely to have a Material Advergffect, and of
any breach (other than one which has no materreeguence) of a Project Agreement or any otherrrabt®ntract
entered into from time to time relating to the \&ds

Claims Pari PassuThe Borrower shall ensure that at all times thé@rdaof the Finance Parties against it under the
Finance Documents rank at least pari passu witlslthims of all its other unsecured creditors sésé whose clain
are preferred by any bankruptcy, insolvency, ligtich, windinc-up or other similar laws of general applicati
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12.1.7

12.1.8

12.1.9

12.1.10

12.1.11

12.1.12

12.1.13

Management of VesseThe Borrower shall ensure that the Vessel is atrats technically and commercially
managed by the Piranema Manager (or by an appidaadger) in accordance with good industry standi

Classification The Borrower shall ensure that the Vessel mainthi@dighest classification available for the pwgo
of the relevant trade of the Vessel which shalite a Pre-Approved Classification Society freenfrany overdue
recommendations and conditions affecting the Véssklss and the Borrower shall not change thesaastification
of the Vessel without the Majority Lend’ prior written consent (such consent not to be worably withheld)

Operator The Borrower shall ensure that the only entity afieg the Vessel shall be either (i) the Bareboat
Charterer; or (ii) another wholly owned SubsidiafyTeekay or TOO; or (iii) the Piranema Manager(igy any othei
company approved by the Majority Lende

Capexthe Agent acknowledges and agrees that the Borrovagrincur up to seven million five hundred thou$an
Dollars ($7,500,000) of capex per annum, followmgch the Borrower shall not incur any additionapex unless
such excess capex is funded only by further eauityebt provided to the Borrower in accordance withterms of
Clause 12.1.25(a

Negative PledgeThe Borrower shall not create, or permit to subsisy Encumbrance (other than pursuant to the
Security Documents) over all or any part of itssasgincluding but not limited to the Vessel and thsurances) other
than a Permitted Encumbran

Registration The Borrower shall not for the duration of the fiacPeriod change or permit a change to the fifithe
Vessel other than to a Pre-Approved Flag or undehn sther flag as may be approved by the Agenh@ath the
instructions of the Majority Lenders, such appraval to be unreasonably withheld or delay

ISM and ISPS ComplianceThe Borrower shall comply in all material respeasith the ISM Code and the ISPS Ci
or any replacements thereof and in particular @uthprejudice to the generality of the foregoinigals
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12.1.14

12.1.15

12.1.16

12.1.17

12.1.18

12.1.19

procure that the Manager holds (i) a valid andentrDocument of Compliance issued pursuant to$ihé Code,
(i) a valid and current SMC issued in respecthaf Yessel pursuant to the ISM Code, and (iii) &3 respect of
the Vessel, and the Borrower shall promptly, upgguest, supply the Agent with copies of the s¢

Necessary AuthorisationsWithout prejudice to Clause 12.1.8 or any otherc#jmeprovision of the Security
Documents relating to an Authorisation, the Borrosleall (i) obtain, comply with and do all thatniscessary to
maintain in full force and effect all Necessary Barisations if a failure to do the same may caustaterial Adverse
Effect; and (ii) promptly upon request, supply ifiextl copies to the Agent of all Necessary Authatisns.

Compliance with Applicable LawsThe Borrower shall comply with all applicable lateswhich it may be subject if
a failure to do the same may, in the opinion ofAlgent, have a Material Adverse Effe

Compliance with Environmental Laws The Borrower shall comply with, and shall ensua tmy Manager
controlled by TOO or Teekay complies with, all Elvimental Laws

Performance of ObligationsThe Borrower shall comply with the material prowiss of all agreements in relation to
the Vessel

Further Assurance The Borrower shall, at its own expense, promptketall such action as the Agent may
reasonably require for the purpose of perfectingrotecting any Finance Party’s rights with resgedhe security
created or evidenced (or intended to be createsidenced) by the Security Documet

Other information The Borrower will promptly supply to the Agent suaformation and explanations as the
Majority Lenders may from time to time reasonaldguire in connection with the operation of the \&ssd any
financial information reasonably requested in catioa with the Borrower, and will procure that thgent be given
the like information and explanations relating licother Security Partie:
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12.1.20

12.1.21

12.1.22

12.1.23

12.1.24

Inspection of recordsThe Borrower will permit the inspection of its fimgial records and accounts following an
Event of Default which is continuing unremedieduokvaived from time to time during business hoursheyAgent
or its nominee

Insurance The Borrower shall ensure at its own expense througthe Facility Period that the Vessel is insuaad
operated in accordance with the provisions setrotite relevant Security Documen

Change of BusinesExcept as expressly permitted in the Security Danisithe Borrower shall not carry on any
business, other than that of owning, chartering@retating the Vessel and holding a 100% interetié Bareboat
Charterer and holding an interest of not less 8889% in the Piranema Manag

No disposal of assetThe Borrower shall not dispose of any of its matlesissets other than a sale of the Vessel v
complies with Clause 6.

“Know your customer” checkslf:

(@) the introduction of or any change in (or in thierpretation, administration or application afjy law or
regulation made after the date of this Agreem

(b)  any change in the status of the Borrower aftedtte of this Agreement; (

(c) a proposed assignment or transfer by a Lenidanyof its rights and obligations under this Agmreent to a
party that is not a Lender prior to such assignmoemtansfer

obliges the Agent or any Lender (or, in the casgpébove, any prospective new Lender) to compth tknow your
customer” or similar identification procedures ircamstances where the necessary information islineady
available to it, the Borrower shall promptly upde request of the Agent or any Lender supply, ocpre the supply
of, such documentation and other evidence as sonedbly requested by the Agent (for itself or ohdieof any
Lender) or any Lender for itself (or, in the
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12.1.25

12.1.26

12.1.27

12.1.28

12.1.29

case of (c) above, on behalf of any prospective hemder) in order for the Agent or that Lender {(orthe case of
(c) above, any prospective new Lender) to carryamuk be satisfied it has complied with all necgs8amow your
customer” or other similar checks under all apjliedaws and regulations pursuant to the transastiontemplated
in the Finance Documents.

Intercompany borrowings The Borrower may only borrov
(@) from members of the Teekay Group or TOO Group suatmrdinated and unsecured basis;

(b)  from other parties in the ordinary course of itsihass and in an aggregate amount of no more ¢mamitlion
Dollars (US$10,000,000

provided always that no Event of Default has oaiand is continuing.

Enforcement of ObligationsThe Borrower shall take all reasonable steps toresfits rights under the Bareboat
Charter and any other agreements relating to theséls

No dividendsThe Borrower shall not pay dividends or make othistributions to shareholdet
(@)  whilst an Event of Default has occurred and is icuiig unremedied and unwaived;
(b)  following breach of any of the covenants contaimethis Clause 12 or in Clause 8 of a Guarar

No Merger The Borrower shall not merge with any other ensfylit up or materially divest without the prioritten
consent of the Agent (acting on the instructionthefMajority Lenders)

No Material Amendment to Project Agreement<The Borrower shall not agree to any material ameandrar
termination of any of the Project Agreements tochtit is a party without the prior written consefithe Majority
Lenders (such consent not to be unreasonably wit
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13 Events of Default

131

12.1.30
12.1.31

Ownership The Borrower shall procure that its legal and biemgfownership remains wholly owned by TO

Restricted Person<The Borrower understands that the Finance Pantéeprahibited to conclude transactions or
finance transactions with any persons, entitiemngrother parties (hereinafter collectively refdrte as “Restricted
Persons”) (i) subject to any economic and tradetgars administrated by the United Nations (“UNHe European
Union (“EU"), the state Secretariat for Economidaifs (“SECQO”) of Switzerland and the United Stat@sasury
Department’s Office of Foreign Assets Control (“OF, (ii) owned or controlled by entities or anyhet parties as
defined in (i) hereinbefore

The Borrower confirms that based on appropriatediligence they shall not “knowingly” transfer orgvide the
benefits of any money, proceeds or services provigeor received from the Lenders to such Resttiftersons or
conduct any business activity prohibited by onéhefsanctions programs mentioned hereinbefore asieimtering
into any ship acquisition agreement, any ship esfaing agreement and/or any charter agreemen¢deiata vessel,
project, asset or otherwise for which money, prdses services have been received from the Lenders.

Events of DefaultEach of the events or circumstances set out inGlaase 13.1 is an Event of Defau

13.1.1

Failure to Pay Any Security Party fails to pay any amount due fiibomder a Finance Document or a Master
Agreement at the time, in the currency and othenivighe manner specified herein or therein pravitthat, if the
relevant Security Party can demonstrate to theoredse satisfaction of the Agent that all necessatyuctions were
given to effect such payment and the non-recegretlf is attributable solely to an error in the lkhiag system, such
payment shall instead be deemed to be due, saethé purposes of this paragraph, within threeB{®iness Days
the date on which it actually fell due under thievant Finance Document or Master Agreemen
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13.1.2

13.1.3

13.1.4

13.1.5

13.1.6

Misrepresentation Any representation or statement made by any Sgdeaitty in any Finance Document to which it
is a party or in any notice or other document,ifteate or statement delivered by it pursuant theem¥ in connection
therewith is or proves to have been incorrect @l@ading in any material respect, where the cir¢antes causing
the same give rise to a Material Adverse Effec

Specific CovenantsA Security Party fails duly to perform or complytiwviany of the obligations expressed to be
assumed by or procured by the Borrower under C&al2el.3, 12.1.7, 12.1.10 or 12.1.12

Financial CovenantsThere is any breach of the financial covenantesein Clause 8.1 of each Guarantee rema
issued and unreleased;

Other Obligations A Security Party fails duly to perform or complytiviany of the obligations expressed to be
assumed by it in any Finance Document (other thase referred to in Clause 13.1.3 or Clause 13ahd)such
failure is not remedied within thirty (30) daystbg earlier of (a) the Borrower becoming awareuafhsfailure to
perform or comply and (b) the Agent informing ther&wer in writing of such failure to perform orroply; or

Cross DefaultAny indebtedness of any Security Party is not paien due (or within any applicable grace period) o
any indebtedness of any Security Party is declré® or otherwise becomes due and payable prits specified
maturity where (in either case) the aggregatelafiadh unpaid or accelerated indebtedness (i)eBibrrower or the
Bareboat Charter is equal to or greater than téliomDollars ($10,000,000) or its equivalent inyasther currency;

or (ii) of Teekay or any of its Subsidiaries, isiabito or greater than one hundred million Dollg%00,000,000) or

its equivalent in any other currency; or (iii) o®D or any of its Subsidiaries, is equal to or gretttan fifty million
Dollars (US$50,000,000) or its equivalent in anlyestcurrency; o
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13.1.7

13.1.8

13.1.9

Insolvency and RescheduliniA Security Party is unable to pay its debts as fa#lydue, commences negotiations
with any one or more of its creditors with a viemtlhe general readjustment or rescheduling ohidslitedness or
makes a general assignment for the benefit ofé@sitors or a composition with its creditors unle

€) in respect of the Bareboat Charterer, if it besn replaced by another reasonably acceptabitecdrawithin 6
months of insolvency; ¢

(b) in respect of TOO, Teekay increases the Te€warantee to cover 100% of the Indebtedness wathidays
of any TOO insolvency

Winding-up A Security Party takes any corporate action or osteps are taken or legal proceedings are sttotéts
winding-up, dissolution, administration or re-orgaation or for the appointment of a liquidator,e®er,
administrator, administrative receiver, conservatastodian, trustee or similar officer of it orasfy or all of its
revenues or assets or any moratorium is declarsdught in respect of any of its indebtedness sriles Agent is
satisfied, acting reasonably, that such actiomfssor proceedings are frivolous or vexatious aadaing contested
appropriately by the relevant Security Party

Execution or Distress

(&)  Any Security Party fails to comply with or pay asym due from it (within 30 days of such amountitfiglidue
under any final judgment or any final order madgioen by any court or other official body of a costent
jurisdiction, subject to the amount due being iraggregate (i) for Teekay or any of its Subsidgra equa
to or greater than one hundred million Dollars $000,000) or its equivalent in any other currerasyd for
the Borrower of equal to or greater than ten milli2ollars ($10,000,000) or its equivalent in anlyest
currency; or (ii) for TOO or any of its Subsidiagigther than the Borrower), of equal to or gretitan fifty
million Dollars (US$50,000,000) or its equivalentany other currency, and for the Borrower of eqoalr
greater than ten million Dollars ($10,000,000)tsrdquivalent in any other currency, being a judgnoe
order against which there is no right of appeaf arright of appeal exists, where the time linat fnaking
such appeal has expire
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13.1.10

13.1.11

(b)

(©)

Any execution or distress is levied against&mencumbrancer takes possession of, the whaleyopart of,
the property, undertaking or assets of a SecudtyyPsubject (other than in the case of the Boemwo the
amount in question being in an aggregate amoufr(iyeekay or any of its Subsidiaries, of equabtgreate
than one hundred million Dollars ($100,000,000)®equivalent in any other currency, and for thoerBwer
of equal to or greater than ten million Dollars @&00,000) or its equivalent in any other currerayii) for
TOO or any of its Subsidiaries (other than the Baer), of equal to or greater than fifty million Das
(US$50,000,000) or its equivalent in any other ency, and for the Borrower of equal to or gredtantten
million Dollars ($10,000,000) or its equivalentany other currency, other than any execution dreatis
which is being contested in good faith and whichifker discharged within 30 days or in respeatioich
adequate security has been provided within 30 ttatse relevant court or other authority to enabhte
relevant execution or distress to be lifted orasésl.

Notwithstanding the foregoing paragraphs of thisuSk 13.1.9, any levy of any distress on or argsg
condemnation, confiscation, requisition for titleuse, compulsory acquisition, seizure, detentiofodeiture
of the Vessel (or any part thereof) or any exerorspurported exercise of any lien or claim on gaiast the
Vessel where the release of or discharge of timedieclaim on or against the Vessel has not beecouped
within 30 days; o

Similar Event Any event occurs which, under the laws of any flig8on, has a similar or analogous effect to ahy o
those events mentioned in Clauses 13.1.7, 13.1831.9; ol

Insuranceslinsurance is not maintained in respect of the Mésssccordance with the terms of the Security
Documents; o
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13.1.12

13.1.13

13.1.14

13.1.15

ClassThe Vessel has its classification withdrawn byrlevant classification society PROVIDED THAT ifcdu
withdrawal is (in the opinion of the Agent in itssolute discretion) capable of remedy such Eveltefult shall
only occur if the Vessel's classification is noinated to the satisfaction of the Agent withirehty one (21) days;
or

Environmental Matters

€) Any Environmental Claim is pending or made agaihe Borrower or the Bareboat Charterer or ther@tor
or a Manager or any of their Environmental Affigator in connection with the Vessel, where such
Environmental Claim has a Material Adverse Effec

(b)  Any actual Environmental Incident occurs in geation with the Vessel, where such Environmemteident
has a Material Adverse Effect;

Repudiation Any Security Party repudiates any Finance DocurneRroject Agreement to which it is a party or d
or causes to be done any act or thing evidencirigtantion to repudiate any such Finance Documetroject
Agreement; o

Validity and Admissibility At any time any act, condition or thing requireco®done, fulfilled or performed in
order:

(a) to enable any Security Party lawfully to entéo, exercise its rights under and perform thpeetive
obligations expressed to be assumed by it in tharfie Document:

(b)  to ensure that the obligations expressed tassamed by each of the Security Parties in thenEama
Documents are legal, valid and binding

(c) to make the Finance Documents admissible in evielénany applicable jurisdictic

is not done, fulfilled or performed within 30 dagfter notification from the Agent to the relevamic8rity Party
requiring the same to be done, fulfilled or perfedmor
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13.1.16 lllegality At any time it is or becomes unlawful for any SétyuParty to perform or comply with any or all ¢§i
obligations under the Finance Documents to whiéh dt party or for the Operator to perform its ghtions under the
Quiet Enjoyment Letter (if any) or any of the obliipns of the Borrower hereunder are not or ceabe tegal, valid
and binding and such illegality is not remediednitigated to the satisfaction of the Agent withiirty (30) days
after written notification from the Agent;

13.1.17 Material Adverse ChangeAt any time there shall occur a change in the assiror operations of a Security Party or
a change in the financial condition of any Secupigyty which, in the reasonable opinion of the Méjd_enders,
materially impairs such Security Party’s abilitydischarge its obligations under the Finance Documia the
manner provided therein and such change, if capblemedy, is not so remedied within 30 days dftem
notification from the Agent; ¢

13.1.18 Qualifications of Financial Statement<The auditors of the relevant Group qualify thepor on any audited
consolidated financial statements of such Grougninregard which, in the reasonable opinion ofAbent, has a
Material Adverse Effect; ¢

13.1.19 Conditions Subsequenif any of the conditions set out in Clause 3.4as satisfied within thirty (30) days (or such
longer period as may be specified in Schedule &,IBaf the Drawdown Date, or such other timeipdrspecified b
the Agent acting on the instructions of the Majotienders; o

13.1.20 Revocation or Modification of consents etdf any Necessary Authorisation which is now or what any time
during the Facility Period becomes necessary tblerany of the Security Parties to comply with afyheir
obligations in or pursuant to any of the SecurigcDments is revoked, withdrawn or withheld, or nfiediin a
manner which the Agent reasonably considers isjyay be, prejudicial to the interests of a FinanagyPAn a materic
manner, or if such Necessary Authorisation ceasesmain in full force and effect; |
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13.1.21

13.1.22
13.1.23

13.1.24

13.1.25

13.1.26
13.1.27

Curtailment of Businessif the business of any of the Security Partiesli@Ny or materially curtailed by any
intervention by or under authority of any governmen if all or a substantial part of the undertakiproperty or
assets of any of the Security Parties is seizathmaised, expropriated or compulsorily acquirgdoo under
authority of any government or any Security Pargpdses or threatens to dispose of a substantiabpis business
or assets; ¢

Reduction of Capitalif the Borrower reduces its committed or subscribapital; or

Challenge to Registrationif the registration of the Vessel or the Mortgagedmes void or voidable or liable to
cancellation or termination; «

War if the country of registration of the Vessel becsrirevolved in war (whether or not declared) or loivar or is
occupied by any other power and the Agent reasgrabisiders that, as a result, the security coadeloy the
Security Documents is materially prejudiced

Notice of Determinationif a Guarantor gives natice to the Agent to detemnits obligations under the relevant
Guarantee; o

Abandonment of the Vesseif the Vessel is abandoned:;
Termination or material breach If:

(@) any of the Project Agreements is terminatethieyOperator or any of its Affiliates by reasorbogach by a
Security Party unless, in the case of the Charbeiti@ct, the Vessel has been employed on anotlagtecton
terms reasonably acceptable to the Majority Lendéitsin one hundred and eighty (180) days of such
termination; ol

(b)  any of the Project Agreements is breached Bgaurity Party in a manner that gives rise to htrig terminate
such Project Agreement or treat it as repudiatethbyOperator or any of its Affiliates;
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13.2

AccelerationIf an Event of Default is continuing unremedied aimdvaived the Agent may, and shall (at the reqokste
Majority Lenders), by notice to the Borrower canagy part of the Maximum Amount not then advanasadt

13.2.1 declare that the Loan, together with accintgest, and all other amounts accrued or oulgtgrunder the Finance
Documents are immediately due and payable, wheretify shall become immediately due and payablipa

13.2.2 declare that the Loan is payable on demand, whereitghall immediately become payable on demanthbyAgent
and/or

13.2.3 declare the Commitments terminated and the MaxirAumount reduced to zero; and;
13.2.4 exercise all of its rights under the Finance Docuitsu

14 Assignment and Sul-Participation

141

14.2

Lenders’ rights A Lender may assign any of its rights under thisefgnent or transfer by novation any of its rightd a
obligations under this Agreeme

0] to any other branch or Affiliate of that Lenderamy other Lender; ¢

(ii) (subject to the prior written consent of therBower, such consent not to be unreasonably wiidhdred to be deemed
to be given unless notice to the contrary is remgiwvithin five (5) Business Days of the requeshbejiven, but not t
be required at any time after an Event of Defatiiclv is continuing unremedied or unwaived or if #ssignment is
in favour of a central bank or federal reservednyg other bank or financial institutio

and may grant sub-patrticipations in all or any pits Commitment PROVIDED ALWAYS that any assigaent or transfer
under this Clause 14 shall not result in any ineedecosts to the Borrower or the Lenders at the afeind as a consequence of
such assignment or transfer.

Borrower’s cc-operation The Borrower will co-operate fully with a Lenderdéonnection with any assignment, transfer or sub-
participation by that Lender; will execute and pnecthe execution of such documents as that Lemdgrrequire ir
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14.3

14.4

that connection; and irrevocably authorises anaffide Party to disclose to any proposed assigresesféree or sub-participant
(whether before or after any assignment, transfeub-participation and whether or not any assignpteansfer or sub-
participation shall take place) all informationatihg to the Security Parties, the Loan, the Reieilmcuments and the Vessel
which any Finance Party may in its discretion cdeshecessary or desirable (subject to any dutiesrdidentiality applicable 1
the Lenders generally). Additionally, (but subjacthe same duties of confidentiality), any Lenchay disclose the size and te
of the Facility and the names of each SecurityyRarany lawyers, insurers, investor or potenti@kistor in a securitisation (or
similar transaction of broadly equivalent econosgffect) of that Lend¢ s rights and obligations under the Finance Docusm

Rights of assignetAny assignee of a Lender shall (unless limitedHeyexpress terms of the assignment) take the éukkfit of
every provision of the Finance Documents benefjttirat Lender PROVIDED THAT an assignment will obly effective on
notification by the Agent to that Lender and thsigisee that the Agent is satisfied it has complvéti all necessary “Know your
custome” or other similar checks under all applicable lawd eegulations in relation to the assignment toatssignee

In addition to the other rights provided to the ders under this Clause 14, each Lender may wittasulting with or obtainin
consent from the Borrower, at any time charge gassr otherwise create security in or over (whetheway of collateral or
otherwise) all or any of its rights under any Ficeaidocument to secure obligations of that Lendeugting, without limitation,
any charge, assignment or other security to semhligations to a federal reserve or central bardepkthat no such charge,
assignment or security she

® release a Lender from any of its obligationslemnthe Finance Documents or (other than upon eefioent by the
beneficiary of such charge, assignment or secwsitiptitute the beneficiary of the relevant chaagsjgnment or
other security for the Lender as a party to anthefFinance Documents;

(ii) require any payments to be made by the Borrowgrant to any person any more extensive rights thase require
to be made or granted to the relevant Lender utigelFinance Document
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145

14.6

Transfer Certificates If a Lender wishes to transfer any of its rightd abligations under or pursuant to this Agreemiémay
do so by delivering to the Agent a duly completednEfer Certificate, in which event on the Tran&ate:

1451 to the extent that Lender seeks to traiitsfeights and obligations, the Borrower (on the diand) and that Lender
(on the other) shall be released from all furthgigations towards the othe

14.5.2 the Borrower (on the one hand) and the transfemedhe other) shall assume obligations towardsther identical ti
those released pursuant to Clause 14.5.1

145.3 the Agent, each of the Lenders and thefeeees shall have the same rights and obligatiohsd®n themselves as
they would have had if the transferee had beerrigimal party to this Agreement as a Len

PROVIDED THAT the Agent shall only be obliged toeexite a Transfer Certificate once:

(a) it is satisfied it has complied with all necags‘know your customer” or other similar checkslanall applicable
laws and regulations in relation to the transfethiotransferee; ar

(b) the transferee has paid to the Agent for its owaoant a transfer fee of five thousand Dollars ($8)C

The Agent is hereby authorised to sign any TrarSéetificate on behalf of each Finance Party amdBbrrower and shall, as
soon as reasonably practicable after it has exeé@i@ansfer Certificate, send to the Borrower pyaaf that Transfer Certificat

Finance DocumentsUnless otherwise expressly provided in any Findbaeument or otherwise expressly agreed between a
Lender and any proposed transferee and notifietidtyl ender to the Agent on or before the relevaahsfer Date, there shall
automatically be assigned to the transferee with
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14.7

14.8

transfer of a Lender’s rights and obligations urmfgpursuant to this Agreement the rights of thettder under or pursuant to the
Finance Documents (other than this Agreement) wiatdte to the portion of that Lender’s rights adigations transferred by
the relevant Transfer Certifical

No assignment or transfer by the BorrowelThe Borrower may not assign any of its rights ansfer any of its rights or
obligations under the Finance Docume

Disenfranchisement of Defaulting Lender:

14.8.1

14.8.2

For so long as a Defaulting Lender has any Comnmtraedrawn or outstanding, in ascertaining the Mgjd.enders
or whether any given percentage (including, foratieidance of doubt, unanimity) of the total Comments has bee¢
obtained to approve any request for a consent,exa@mendment or other vote under the Finance Dentsnthat
Defaulting Lende’s Commitment will be discounte

For the purposes of this Clause 14.8, the Agentasayme that the following Lenders are Defaultisgders
(@) any Lender which has notified the Agent that it hasome a Defaulting Lende

(b) any Lender in relation to which it is awaretthay of the events or circumstances referred fmanagraphs (i),
(i) or (iii) of the definition of* Defaulting Lender” has occurrec

unless it has received notice to the contrary fteenLender concerned (together with any supporiigence

reasonably requested by the Agent) or the Ageatthisrwise aware that the Lender has ceased tdiedaaulting
Lender.

54



14.9 Replacement of a Defaulting Lende

The Borrower may, at any time a Lender has becamdecantinues to be a Defaulting Lender, by giviivg {5) Business Days’
prior written notice to the Agent and such Lender:

14.9.1 replace such Lender by requiring such Letwéand to the extent permitted by law such Lersthedl) transfer
pursuant to Clause 14 all (and not part only) ®figghts and obligations under this Agreement teader or other
bank or financial institution (aReplacement Lender’) selected by the Borrower, and which is accegablthe
Agent (acting reasonably) and which confirms itimgness to assume and does assume all the dbligatr all the
relevant obligations of the transferring Lendeclinling the assumption of the transferring Lendpé&sicipations or
unfunded participations (as the case may be) osah® basis as the transferring Lender) or a psiecpiace in cash
payable at the time of transfer equal to the ootitay principal amount of such Lender’s participatin the
outstanding Loan and all accrued interest, Breadt<Cand other amounts payable in relation thenmetieiuthe Financ
Documents

14.9.2 Any transfer of rights and obligations dd@faulting Lender pursuant to this Clause 14.9ldf&bubject to the
following conditions:

@)
(b)

(©
(d)

the Borrower shall have no right to replace the g

neither the Agent nor the Defaulting Lenderlishave any obligation to the Borrower to find afReeement
Lender;

the transfer must take place no later thaedift (15) Business Days after the notice referréd tioe first
paragraph of Clause 14.9; a

in no event shall the Defaulting Lender be fegfito pay or surrender to the Replacement Leadgof the
fees received by the Defaulting Lender pursuatiiéd=inance Document

15 The Agent, the Security Agent and the Lender

15.1  Appointment

15.1.1 Each Lender appoints the Agent to act asggst under and in connection with the FinanceuDmmts and each
Lender and the Agent appoints the Security Ageaictaas its security agent for the purpose of gty
Documents
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15.2

15.1.2

15.1.3

151.4

Each Lender authorises the Agent and eactidteand the Agent authorises the Security Ageakéscise the rights,
powers, authorities and discretions specificaliyegito the Agent or the Security Agent (as the caag be) under or
in connection with the Finance Documents togeth#r any other incidental rights, powers, authositiand
discretions

Each Swap Provider appoints the Securitynfeact as its security agent for the purposhefSecurity Documents
and authorises the Security Agent to exerciseitfies; powers, authorities and discretions spedifiggiven to the
Security Agent under or in connection with the SiguDocuments together with any other incidenights, powers,
authorities and discretion

Except where the context otherwise requiederences in this Clause 15 to th&dent” shall mean the Agent and
the Security Agent individually and collective

Authority Each Lender irrevocably authorises the Securitymgi@ the case of Clause 15.2.1) and the Agerthgrcase of
Clauses 15.2.2, 15.2.3 and 15.2.4) (in each cdgectuo Clauses 15.4 and 15.1

1521
15.2.2
15.2.3

15.2.4

to execute any Finance Document (other than thieémgent) on its behal
to collect, receive, release or pay any money®hehalf;

acting on the instructions from time to tiof¢he Majority Lenders (save where the termsrgf Binance Document
expressly provide otherwise) to give or withholg avaivers, consents or approvals under or pursieaauty Finance
Document; ant

acting on the instructions from time to tiofieghe Majority Lenders (save where the termsrgf Binance Document
expressly provide otherwise) to exercise, or raffeam exercising, any rights, powers, authoritesliscretions und
or pursuant to any Finance Docume

The Agent shall have no duties or responsibiliiesagent or as security agent other than thosesslgrconferred on it by the
Finance Documents and shall not be obliged to meny instructions from the Lenders or the Majotignders if to do
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so would, in the opinion of the Agent, be contramany provision of the Finance Documents or to lamy, or would expose the
Agent to any actual or potential liability to arhjrtd party.

15.3  Trust The Security Agent agrees and declares, and eatle ather Finance Parties acknowledges, thatesuty) the terms and
conditions of this Clause 15.3, the Security Adwaitls the Trust Property on trust for the Finanadi®s absolutely. Each of the
other Finance Parties agrees that the obligatragtsts and benefits vested in the Security Ageatidie performed and exercised
in accordance with this Clause 15.3. The Securggr shall have the benefit of all of the provisiar this Agreement
benefiting it in its capacity as security agenttfue Finance Parties, and all the powers and disngeconferred on trustees by
Trustee Act 1925 (to the extent not inconsisterthwhis Agreement). In additiol

15.3.1 the Security Agent and any attorney, agent or deéegdf the Security Agent may indemnify itself é@mbkelf out of the
Trust Property against all liabilities, costs, fe#g@mages, charges, losses and expenses sustainedreed by it or
him in relation to the taking or holding of anytb& Trust Property or in connection with the exszar purported
exercise of the rights, trusts, powers and disanstivested in the Security Agent or any other qagrkon by or
pursuant to the Security Documents or in respeangthing else done or omitted to be done in any rekating to thi
Security Documents other than as a result of lsgnegligence or wilful miscondu

15.3.2 the other Finance Parties acknowledge tigaBecurity Agent shall be under no obligatiomsure any property nor
to require any other person to insure any propentyshall not be responsible for any loss which beguffered by
any person as a result of the lack or insufficieatgny insurance; ar

15.3.3 the Finance Parties agree that the perpgteitod applicable to the trusts declared by #tgseement shall be the
period of one hundred and twenty five (125) yeeosfthe date of this Agreeme!

The provisions of Part 1 of the Trustee Act 2008lIstot apply to the Security Agent or the Trusbrty.
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15.4

155

15.6

Limitations on authority Except with the prior written consent of all thenders, the Agent shall not be entitled

1541

15.4.2
154.3

154.4

1545

15.4.6

15.4.7

154.8

release or vary any security given for ther@wer’s obligations under this Agreement unlegzressly contemplated
by the Finance Documents; r

waive the payment of any sum of money payable lyySecurity Party under the Finance Documents;

change the meaning of the expressidviajority Lenders ”, “ Margin ", * Commitment Fee” or “ Default Rate”;
nor

exercise, or refrain from exercising, agytj power, authority or discretion, or give orhtibld any consent, the
exercise or giving of which is, by the terms ofthigreement, expressly reserved to the Lenders

extend the due date for the payment of any sumasfay payable by any Security Party under any Fie@wcumen
nor

take or refrain from taking any step if the effe€such action or inaction may lead to the increzfdbe obligations ¢
a Lender under any Finance Document;

agree to change the currency in which any sumyalga under any Finance Document (other than inrdemce witt
the terms of the relevant Finance Document);

agree to amend this Clause 15.4 or any Clausedfet to a unanimous approval of all Lend

Liability Neither the Agent nor any of its directors, offeeemployees or agents shall be liable to the Lrsrfde anything done
or omitted to be done by the Agent under or in emtion with any of the Relevant Documents unless @sult of the Agent’s
gross negligence or wilful miscondu

AcknowledgementEach Lender acknowledges th

15.6.1

it has not relied on any representation ngddie Agent or any of the Agesttlirectors, officers, employees or ag:
or by any other person acting or purporting toacbehalf of the Agent to induce it to enter intry &inance
Document;
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15.7

15.6.2

15.6.3
15.6.4

it has made and will continue to make without metia on the Agent, and based on such documentstaedayidenc
as it considers appropriate, its own independergstigation of the financial condition and affasfsthe Security
Parties in connection with the making and contiimmabf the Loan

it has made its own appraisal of the creditwortbénef the Security Parties; a

the Agent shall not have any duty or resibditg at any time to provide it with any credit other information
relating to any Security Party unless that infoiiorats received by the Agent pursuant to the exptesns of a
Finance Documen

Each Lender agrees that it will not assert nor se@ssert against any director, officer, employeagent of the Agent or against
any other person acting or purporting to act oralfedf the Agent any claim which it might have aggtithem in respect of any
the matters referred to in this Clause 15.6.

Limitations on responsibility The Agent shall have no responsibility to any SigiRarty or to any Lender on account

15.7.1
15.7.2
15.7.3

15.7.4

the failure of a Lender or of any Security Partypésform any of its obligations under a Finance @oent; nol
the financial condition of any Security Party; |

the completeness or accuracy of any statsmepresentations or warranties made in or pat¢oaany Finance
Document, or in or pursuant to any document dedigiggursuant to or in connection with any Financeudaent; no

the negotiation, execution, effectivenessuineness, validity, enforceability, admissibilityevidence or sufficiency
of any Finance Document or of any document execotettlivered pursuant to or in connection with &yance
Document.
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15.8 The Agenf's rights The Agent may

15.8.1 assume that all representations or warsantae or deemed repeated by any Security Pastygarsuant to any
Finance Document are true and complete, unlests, @apacity as the Agent, it has acquired actoaltedge to the
contrary;

15.8.2 assume that no Default has occurred untess,capacity as the Agent, it has acquired ddtmawledge to the
contrary;

15.8.3 rely on any document or notice believed by it taypauine:

15.8.4 rely as to legal or other professional matt& opinions and statements of any legal or qihgfiessional advisers
selected or approved by

15.8.5 rely as to any factual matters which might reasgnbe expected to be within the knowledge of angusi¢y Party or
a certificate signed by or on behalf of that Sdguriarty;

15.8.6 refrain from exercising any right, powesaléetion or remedy unless and until instructedkerase that right, power,
discretion or remedy and as to the manner of iksase by the Lenders (or, where applicable, byMagrity
Lenders) and unless and until the Agent has reddireen the Lenders any payment which the Agent neayire on
account of, or any security which the Agent mayiagifor, any costs, claims, expenses (includimgglend other
professional fees) and liabilities which it cons&l# may incur or sustain in complying with thasstructions; ant

15.8.7 disclose the identity of a Defaulting Lentiethe other Finance Parties and the Borrowershadl disclose the same
upon the written request of the Borrowers or thgdviy Lenders.

15.9 The Agenf's dutiesThe Agent shall

15.9.1 if requested in writing to do so by a Lenaeake enquiry and advise the Lenders as to tHerpsance or observance
of any of the provisions of any Finance Documenghy Security Party or as to the existence of aanEwf Default;
and

15.9.2 inform the Lenders promptly of any Event of Defaflivhich the Agent has actual knowled
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15.10

15.11

15.12

15.13

15.14

No deemed knowledgThe Agent shall not be deemed to have actual krdyel®f the falsehood or incompleteness of any
representation or warranty made or deemed repégtady Security Party or actual knowledge of theuoence of any Default
unless a Lender or a Security Party shall havengiviétten notice thereof to the Agent in its capyaeis the Agent. Any
information acquired by the Agent other than speaily in its capacity as the Agent shall not bemed to be information
acquired by the Agent in its capacity as the Ag

Other businessThe Agent may, without any liability to accountth® Lenders, generally engage in any kind of bapkintrust
business with a Security Party or with a Securéytys subsidiaries or associated companies or withnaéreas if it were not tt
Agent.

Indemnity The Lenders shall, promptly on the Agent’s requesinburse the Agent in their respective PropogterShares, for,
and keep the Agent fully indemnified in respecabfiabilities, damages, costs and claims susthoreincurred by the Agent in
connection with the Finance Documents, or the perémce of its duties and obligations, or the eserof its rights, powers,
discretions or remedies under or pursuant to angrieie Document, to the extent not paid by the S8gdearties and not arising
solely from the Ager's gross negligence or wilful miscondu

Employment of agentsin performing its duties and exercising its rightewers, discretions and remedies under or purgoant
the Finance Documents, the Agent shall be entidlezimploy and pay agents to do anything which tgerkis empowered to do
under or pursuant to the Finance Documents (inctuthe receipt of money and documents and the patyoienoney) and to a
or refrain from taking action in reliance on theéropn of, or advice or information obtained fronmydawyer, banker, broker,
accountant, valuer or any other person believethéyAgent in good faith to be competent to givehsoginion, advice or
information.

Distribution of payments The Agent shall pay promptly to the order of eaehder that Lender’s Proportionate Share of every
sum of money received by tl
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15.15

15.16

Agent pursuant to the Finance Documents (with #uegtion of any amounts payable pursuant to Cl8used/or any Fee Letter
and any amounts which, by the terms of the Fin@wauments, are paid to the Agent for the accouthh®fAgent alone or
specifically for the account of one or more Lenjlarsd until so paid such amount shall be held leyAfent on trust absolutely
for that Lender

ReimbursementThe Agent shall have no liability to pay any sunatbender until it has itself received paymenthatttsum. If,
however, the Agent does pay any sum to a Lendacoaunt of any amount prospectively due to thadeempursuant to Clause
15.14 before it has itself received payment of #&mbunt, and the Agent does not in fact receiveray within five (5) Busines
Days after the date on which that payment was requo be made by the terms of the Finance Docwsnérat Lender will, on
demand by the Agent, refund to the Agent an amequal to the amount received by it, together witlamount sufficient to
reimburse the Agent for any amount which the Ageay certify that it has been required to pay by whinterest on money
borrowed to fund the amount in question duringghgod beginning on the date on which that amouag required to be paid |
the terms of the Finance Documents and ending@dake on which the Agent receives reimbursen

Redistribution of paymentsUnless otherwise agreed between the Lenders antiginat, if at any time a Lender receives or
recovers by way of set-off, the exercise of ang be otherwise from any Security Party, an amoueatgr than that Lender’s
Proportionate Share of any sum due from that SecRadrty to the Lenders under the Finance Docun{@mésamount of the
excess being referred to in this Clause 15.16 ai@lause 15.17 as tI* Excess Amount’) then:

15.16.1 that Lender shall promptly notify the Agent (whishall promptly notify each other Lende

15.16.2 that Lender shall pay to the Agent an arhegnal to the Excess Amount within ten (10) ddyissareceipt or
recovery of the Excess Amount; a

15.16.3  the Agent shall treat that payment asvifeite a payment by the Security Party in questioaacount of the sum due
from that Security Party to the Lenders and stalbant to the Lenders in respect of the Excess Arniou
accordance with the provisions of this Clause 1=
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15.17

15.18

However, if a Lender has commenced any legal painge to recover sums owing to it under the Findboeuments and, as a
result of, or in connection with, those proceedihgs received an Excess Amount, the Agent shalllistiibute any of that
Excess Amount to any other Lender which had bedgifietof the proceedings and had the legal righbut did not, join those
proceedings or commence and diligently prosecytarsge proceedings to enforce its rights in theesananother court.

Rescission of Excess Amouilf all or any part of any Excess Amount is rescihde must otherwise be restored to any Security
Party or to any other third party, the Lenders \Wwhiave received any part of that Excess Amount &y @f distribution from the
Agent pursuant to Clause 15.16 shall repay to thenAfor the account of the Lender which originaigeived or recovered the
Excess Amount, the amount which shall be necedsaggsure that the Lenders share rateably in aanosdwith their
Proportionate Shares in the amount of the receipagment retained, together with interest on #mabunt at a rate equivalent to
that (if any) paid by the Lender receiving or reeong the Excess Amount to the person to whomltbatler is liable to make
payment in respect of such amount, and Clause Ibsh@ll apply only to the retained amot

Instructions Where the Agent is authorised or directed to acefyain from acting in accordance with the instiares of the
Lenders or of the Majority Lenders each of the Llamsdshall provide the Agent with instructions withinree (3) Business Days
of the Agent’s request (which request may be maadkycor in writing). If a Lender does not provitlee Agent with instructions
within that period, that Lender shall be bound ty dlecision of the Agent. In the absence of instvas from the Lenders the
Agent may act (or refrain from taking action) asahsiders to be in the best interest of the Lesid¢othing in this Clause 15.18
shall limit the right of the Agent to take, or r&fn from taking, any action without obtaining timstructions of the Lenders or the
Majority Lenders if the Agent in its discretion iders it necessary or appropriate to take, oairefrom taking, such action in
order to preserve the rights of the Lenders undér connection with the Finance Documents. In thagnt, the Agent will notif
the Lenders of the action taken by it as soon asomably practicable, and the Lenders agree fiy eatiy action taken by the
Agent pursuant to this Clause 15.
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15.19

15.20

15.21

PaymentsAll amounts payable to a Lender under this Cladssthll be paid to such account at such bank a4 émaler may
from time to time direct in writing to the Ager

“Know your customer” checksEach Lender shall promptly upon the request ofAent supply, or procure the supply of, such
documentation and other evidence as is reasonatplyested by the Agent (for itself) in order for fkgent to carry out and be
satisfied it has complied with all necessary “kngwur customer” or other similar checks under aplegable laws and
regulations pursuant to the transactions contemglizit the Finance Documen

ResignationSubject to a successor being appointed in accoedaith this Clause 15.21, the Agent may resigngasmtand/or
the Security Agent may resign as security ageahgttime without assigning any reason by givinghe Borrower and the
Lenders notice of its intention to do so, in whalent the following shall apph

15.21.1 with the consent of the Borrower not to be unreabbnwithheld (but such consent not to be requakdny time afte
an Event of Default which is continuing unremededinwaived) the Lenders may within thirty (30) dafter the
date of the notice from the Agent or the Securige/t (as the case may be) appoint a successor & agent and/or
security agent or, if they fail to do so with treneent of the Borrower, not to be unreasonablytveilith (but such
consent not to be required at any time after amEoEDefault which is continuing unremedied or w&wived), the
Agent or the Security Agent (as the case may bg)apaoint any other bank or financial institutiasigs successo

15.21.2  the resignation of the Agent or the Seguxgent (as the case may be) shall take effectlsmeously with the
appointment of its successor on written noticehaf fppointment being given to the Borrower and_threders;

15.21.3  the Agent or the Security Agent (as the cagy be) shall thereupon be discharged from ghéu obligations as
agent and/or security agent but shall remain eqdtiib the benefit of the provisions of this ClatiSeand

15.21.4  the successor of the Agent or the SecAggnt (as the case may be) and each of the othiéepto this Agreement
shall have the same rights and obligations amahgstselves as they would have had if that succésgbbeen a
party to this Agreemen
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16

17

15.22

15.23

Se-Off

A Finance Party may set off any matured obligatiae from the Borrower under any Finance Documenth@ extent beneficially ownt
by that Finance Party) against any matured obbgatiwed by that Finance Party to the Borrower, ndigas of the place of payment,
booking branch or currency of either obligationthié obligations are in different currencies, thiatance Party may convert either
obligation at a market rate of exchange in its lsaarse of business for the purpose of the setIdfé Borrower may not set off any
obligations due to it from the Finance Parties figaiyments due from the Borrower pursuant to tharée Documents.

No fiduciary relationship Except as provided in Clauses 15.3 and 15.14, genfAshall not have any fiduciary relationship with
or be deemed to be a trustee of or for any othesopeand nothing contained in any Finance Docursleali constitute a
partnership between any two or more Lenders or &etvthe Agent and any other pers

Defaulting Lender If any Lender becomes a Defaulting Lenc

15.23.1 the Borrower may, at any time whilst the Lendertoures to be a Defaulting Lender, give the Agev 1i5) Busines
Day¢' notice of cancellation of the Commitment of thahter;

15.23.2  On the notice referred to in paragraph3.%.above becoming effective, the Commitment ofdkéaulting Lender
shall immediately be reduced to zero; i

15.23.3  The Agent shall as soon as practicable efteipt of a notice referred to in Clause 15.2&dave, notify all the
Lenders

Payments
171

PaymentsEach amount payable by the Borrower under a FinBooeiment shall be paid to such account at suck aarthe
Agent may from time to time direct

65



17.2

17.3

17.4

the Borrower in the Currency of Account and in stigids as are customary at the time for settleroktrtansactions in the
relevant currency in the place of payment. Payrskall be deemed to have been received by the Agpetite date on which the
Agent receives authenticated advice of receipgasithat advice is received by the Agent on a tlagrshan a Business Day or
at a time of day (whether on a Business Day orwbtn the Agent in its reasonable discretion carsithat it is impossible or
impracticable for the Agent to utilise the amouwsteaived for value that same day, in which evenptiygnent in question shall
deemed to have been received by the Agent on te&ss Day next following the date of receipt ofied by the Agent

No deductions or withholdingsEach payment (whether of principal or interesttbeowise) to be made by the Borrower und
Finance Document shall, subject only to Clause,ie3nade free and clear of and without deductiorof on account of any
Taxes or other deductions, withholdings, restritdicconditions or counterclaims of any nat

Grossinc-up If at any time any law requires (or is interpretedequire) the Borrower to make any deduction hkolding frorn
any payment, or to change the rate or manner iciwéany required deduction or withholding is matie, Borrower will promptl
notify the Agent and, simultaneously with makingtthbayment, will pay to the Agent whatever add#iicamount (after taking
into account any additional Taxes on, or deduct@mmsithholdings from, or restrictions or condit®aon, that additional amount)
is necessary to ensure that, after making the dieduar withholding, the relevant Finance Partieseive a net sum equal to the
sum which they would have received had no dedudtiomithholding been mad

Evidence of deductionsIf at any time the Borrower is required by law take any deduction or withholding from any payment
to be made by it under a Finance Document, thedBar will pay the amount required to be deductedititheld to the relevant
authority within the time allowed under the apptilsalaw and will, no later than thirty (30) daysesfmaking that payment,
deliver to the Agent an original receipt issuedtigy relevant authority, or other evidence reasgnatteptable to the Agent,
evidencing the payment to that authority of all amis required to be deducted or withhe
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175

17.6

17.7

17.8

Rebatelf the Borrower pays any additional amount undexuSk 17.3, and a Finance Party subsequently recgirefund or
allowance from any tax authority which that FinaReaty identifies as being referable to that insegiamount so paid by the
Borrower, that Finance Party shall, as soon a®reddy practicable, pay to the Borrower an amoguiéto the amount of the
refund or allowance received, if and to the extbat it may do so without prejudicing its rightrietain that refund or allowance
and without putting itself in any worse financialgition than that in which it would have been haal televant deduction or
withholding not been required to have been madéhiNg in this Clause 17.5 shall be interpretedw@sasing any obligation on
any Finance Party to apply for any refund or alloeeanor as restricting in any way the manner inctvlainy Finance Party
organises its tax affairs, nor as imposing on angrce Party any obligation to disclose to the Baer any information
regarding its tax affairs or tax computatio

Adjustment of due datesIf any payment or transfer of funds to be made wadé&nance Document, other than a payment of
interest on the Loan, shall be due on a day wtsictot a Business Day, that payment shall be madieeonext succeeding
Business Day (unless the next succeeding Businagsdlls in the next calendar month in which evibiet payment shall be me
on the next preceding Business Day). Any such tianaf time shall be taken into account in compgtany interest in respect
of that payment

Control Account The Agent shall (without further input requiredrfraghe Borrower) open and maintain on its booksrarob
account in the name of the Borrower showing theaade of the Loan and the computation and paymeintexfest and all other
sums due under this Agreement. The Borrower’s akibgs to repay the Loan and to pay interest anotfedr sums due under
this Agreement shall be evidenced by the entrias fime to time made in the control account opearati maintained under this
Clause 17.7 by the Agent and those entries wilh@éabsence of manifest error, be conclusive amdiny.

Clawback The Agent shall have no liability to pay any sunttte Borrower until it has itself received paymehthat sum. If,
however, the Agent does pay any sum to the Borr@nexccount of any amount prospectively due tdBibieower pursuant to
Clause 4 before it has itself received paymenhaf amount, th
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18 Notices
18.1

18.2

18.3

Borrower will, on demand by the Agent, refund te #hgent an amount equal to the sum so paid, togetitie an amount
sufficient to reimburse the Agent for any interesich the Agent may certify that it has been reggiito pay on money borrowed
to fund the sum in question during the period beigia on the date of payment and ending on the atatehich the Agent
receives reimbursemel

Communications in writing Any communication to be made under or in conneatigh this Agreement shall be made in

writing and, unless otherwise stated, may be mgdedbor letter or (subject to Clause 18.6) elegiranail.
Addresses<The address and fax number (and the departmeiiticeroif any, for whose attention the communioatis to be

made) of each party to this Agreement for any comimation or document to be made or delivered undén connection with

this Agreement are

18.2.1 in the case of the Borrower, c/o Teekay @higp(Canada) Ltd Suite 2000, Bentall 5, 550 Buti@treet, Vancouver,
B.C., Canada V6C 2K2 (fax no: +1 604 681 3011) redror the attention of Renee Eng, Treasury Man:

18.2.2 in the case of each Lender, those appearing ogpitsihame in Schedule 1, Part 1;

18.2.3 in the case of the Agent and the SecuritgrdgDNB BANK ASA, 200 Park Avenue, New York, NY 168, USA
(fax no: +1 212 681 4123; email evan.uhlick@dnh.

or any substitute address, fax number, departnresifioer as any party may notify to the Agent {oe Agent may notify to the
other parties, if a change is made by the Agent)dijless than five (5) Business Days’ notice.

Delivery Any communication or document made or deliveredhg party to this Agreement to another under @oimection

this Agreement will only be effectivi
18.3.1 if by way of fax, when received in legible form;
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18.4

18.5

18.6

18.3.2 if by way of letter, when it has been lefttee relevant address or five (5) Business Datgs éking deposited in the
post postage prepaid in an envelope addressedttthiat address; (

18.3.3 if by way of electronic mail, in accordance witheGée 18.6

and, if a particular department or officer is sfiedias part of its address details provided u@lause 18.2, if addressed to that
department or officer.

Any communication or document to be made or dedigidp the Agent will be effective only when actyattceived by the Ager
All notices from or to the Borrower shall be semiotugh the Agent.

Notification of address and fax numberPromptly upon receipt of notification of an addrdag number or change of address,
pursuant to Clause 18.2 or changing its own addretax number, the Agent shall notify the othertigs to this Agreemen

English languageAny notice given under or in connection with thigréement must be in English. All other documentsigiec
under or in connection with this Agreement must

18.5.1 in English; or

18.5.2 if not in English, and if so required by thgent, accompanied by a certified English tramshaand, in this case, the
English translation will prevail unless the docuinisra constitutional, statutory or other offictdcument

Electronic communication

(a) Any communication to be made in connection witls thgreement may be made by electronic mail or aghestronic
means, if the Borrower and the relevant FinancéyP

0] agree that, unless and until notified to the caogtrinis is to be an accepted form of communicat
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(i) notify each other in writing of their electrmnmail address and/or any other information regpito enable the
sending and receipt of information by that means,

(i)  notify each other of any change to their addresgrother such information supplied by the

(b) Any electronic communication made between the Beercand the relevant Finance Party will be effectinly wher
actually received in readable form and acknowledmgethe recipient (it being understood that anyteaysgenerated
responses do not constitute an acknowledgementinahd case of any electronic communication madthe
Borrower to a Finance Party only if it is addresseguch a manner as the Finance Party shall spfecithis purpose

19 Partial Invalidity

If, at any time, any provision of a Finance Docutrisror becomes illegal, invalid or unenforceall@ny respect under any law of any
jurisdiction, neither the legality, validity or emteability of the remaining provisions nor thedéty, validity or enforceability of such
provision under the law of any other jurisdictioiil\w any way be affected or impaired.

20 Remedies and Waiver:

No failure to exercise, nor any delay in exercisimig the part of any Finance Party, any right anedy under a Finance Document shall
operate as a waiver, nor shall any single or dakercise of any right or remedy prevent any fertbr other exercise or the exercise of
any other right or remedy. The rights and remegiesided in this Agreement are cumulative and xotiesive of any rights or remedies
provided by law.

21 Miscellaneous

21.1  No oral variations No variation or amendment of a Finance Documenit bhavalid unless in writing and signed on beludl&ll
the Finance Parties and the relevant Security F

21.2  Further Assurancelf any provision of a Finance Document shall beaiitd/or unenforceable in whole or in part by reasbany
present or future law or ar
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21.3

21.4

21.5

21.6

21.7

decision of any court, or if the documents at ametheld by or on behalf of the Finance Partiearyr of them are considered by
the Lenders for any reason insufficient to carrytbe terms of this Agreement, then from time toeithe Borrower will
promptly, on demand by the Agent, execute or pmtiie execution of such further documents as imfi@on of the Lenders
are necessary to provide adequate security fareiheyment of the Indebtedne

Rescission of payments etiAny discharge, release or reassignment by a FinBadg of any of the security constituted by, or
any of the obligations of a Security Party contdiite a Finance Document shall be (and be deenveayalto have been) void if
any act (including, without limitation, any paymgas a result of which such discharge, releaseassignment was given or
made is subsequently wholly or partially rescindedvoided by operation of any la

Certificates Any certificate or statement signed by an authdrisignatory of the Agent purporting to show the antof the
Indebtedness (or any part of the Indebtedness)yother amount referred to in any Finance Docurskatl, save for manifest
error or on any question of law, be conclusive enitk as against the Borrower of that amc

Counterparts This Agreement may be executed in any number ofitesparts each of which shall be original but whsbill
together constitute the same instrum

Contracts (Rights of Third Parties) Act 1999A person who is not a party to this Agreement hasight under the Contracts
(Rights of Third Parties) Act 1999 to enforce oetgoy the benefit of any term of this Agreem

Disclosure of Information The Borrower authorises each Lender to disclosdrgoymation and/or document(s) concerning its
relationship with such Lender (i) to authoritiesaimy other countries where such Lender or any iafélis represented and/or
where any Lender or any Affiliate may be reque&téormation by any governmental, banking, taxatiwrother regulatory
authority or similar body, the rules of any relewatock exchange or pursuant to any applicable (8o parties to whom that
Lender charges, assigns or otherwise creates gefarimay do so) pursuant to Clause 14.4, angtéiiany Affiliate of that
Lender making it possible to consolidate the menalbéine Group’s total commitments and offer the rhenof the Group any
other products offered by that Lender or any Adfii, subject always to the duties of confidentialit the Lenders set out here
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22 Law and Jurisdiction

22.1

22.2

22.3

22.4

22.5

Governing law This Agreement and any non-contractual obligatemising from or in connection with it shall in afispects be
governed by and interpreted in accordance with iEndaw.

Jurisdiction For the exclusive benefit of the Finance Parties,parties to this Agreement irrevocably agreett@tourts of
England are to have jurisdiction to settle any dlisf

(a) which may arise out of or in connection with thigréement; o
(b) relating to any nc-contractual obligations arising from or in connentivith this Agreemen
and that any proceedings may be brought in thogdso

Alternative jurisdictions Nothing contained in this Clause 22 shall limit tight of the Finance Parties to commence any
proceedings against the Borrower in any other aourbmpetent jurisdiction nor shall the commencenod any proceedings
against the Borrower in one or more jurisdictionsciude the commencement of any proceedings irodrer jurisdiction,
whether concurrently or nc

Waiver of objections The Borrower irrevocably waives any objection whitcihay now or in the future have to the layinghuod
venue of any proceedings in any court referrea tihis Clause 22, and any claim that those proogsdiave been brought in an
inconvenient or inappropriate forum, and irrevogadyrees that a judgment in any proceedings comeaeincany such court
shall be conclusive and binding on it and may Hererd in the courts of any other jurisdictic

Service of procesWithout prejudice to any other mode of servicevaéld under any relevant law, the Borrow

22.5.1 irrevocably appoints Teekay Shipping (UKJ bf 2 Floor, 86 Jermyn Street, London SW1Y 6JDl&nd as its
agent for service of process in relation to anycpealings before the English courts in connectidh thiis
Agreement; ani
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2252 agrees that failure by a process agenttify iioe Borrower of the process will not invaligahe proceedings
concerned
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Part I: The Lenders and the Commitments

The Lenders
Nordea Bank Finland plc
437 Madison Avenue
New York
NY 10022
USA

Attention: Henning Lyche Christiansen
Fax: +1 212 421 4420
Email: henning.christiansen@nordea.com

CC:

Attention: Christian David Christensen
Fax: +1 212 421 4420
Email: christian.christensen@nordea.c

DNB Bank ASA
200 Park Avenue
New York

NY 10166

USA

Attention: Evan Uhlick
Fax: +1 212 681 4123
Email: evan.uhlick@dnb.n

Royal Bank of Canada

Suite 3900, Bankers Hall West
888 — 34 Street SW

Calgary, Alberta T2P 5C5
Canada

Attention: Tim VandeGriend
Fax: +1 403 292 3234
Email: tim.vandegriend@rbccm.co

Credit Suisse AG

St. Alban-Graben 1-3
P.O. Box

4002 Basel
Switzerland

Attention: Gianrichy Giamboi
Fax: +41 61 266 79 39
Email:gianrichy.giamboi@cre(-suisse.con

SCHEDULE 1:
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The Commitments
(US$)
27,500,00

27,500,00

25,000,00

25,000,00

The Proportionate

Share
(%)

21.2

21.2

19.2

19.2



Skandinaviska Enskilda Banken AB
P.O. Box 1843 Vika

N-0123 Oslo

Norway

Attention: Anne Geelmuyden
Fax:+47 22 82 71 31
Email: anne.geelmuyden@seb
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Nordea Bank Finland plc
437 Madison Avenue
New York

NY 10022

USA

Attention: Henning Lyche Christiansen
Fax: +1 212 421 4420
Email: henning.christiansen@nordea.com

CC:

Attention: Christian David Christensen
Fax: +1 212 421 4420
Email: christian.christensen@nordea.com

Part II: The Swap Providers
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The MLAs

Nordea Bank Finland plc
437 Madison Avenue
New York

NY 10022

USA

Attention: Henning Lyche Christiansen
Fax: +1 212 421 4420
Email: henning.christiansen@nordea.com

CC:

Attention: Christian David Christensen
Fax: +1 212 421 4420
Email: christian.christensen@nordea.com

DNB Bank ASA
200 Park Avenue
New York

NY 10166

USA

Attention: Evan Uhlick
Fax: +1 212 681 4123
Email: evan.uhlick@dnb.no

Part Ill: The MLAs
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Part IV: The Bookrunners

The Bookrunners

DNB Markets Inc.
200 Park Avenue
31st Floor

New York

N.Y. 1016¢0396
USA

Nordea Bank Finland plc
437 Madison Avenue
New York

NY 10022

USA

Attention: Henning Lyche Christiansen
Fax: +1 212 421 4420
Email: henning.christiansen@nordea.com

CC:

Attention: Christian David Christensen
Fax: +1 212 421 4420
Email: christian.christensen@nordea.com
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Credit Suisse AG

St. Alban-Graben 1-3
P.O. Box

4002 Basel
Switzerland

Attention: Gianrichy Giamboi
Fax: +41 61 266 79 39
Email: gianrichy.giamboi@credit-suisse.com

Royal Bank of Canada

Suite 3900, Bankers Hall West
888 — 3¢ Street SW

Calgary, Alberta T2P 5C5
Canada

Attention: Tim VandeGriend
Fax: +1 403 292 3234
Email: tim.vandegriend@rbccm.com

Skandinaviska Enskilda Banken AB
P.O. Box 1843 Vika

N-0123 Oslo

Norway

Attention: Anne Geelmuyden
Fax: +47 2282 71 31
Email: anne.geelmuyden@seb.no

Part V: The Lead Arrangers
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SCHEDULE 2: Conditions Precedent and Subsequent

Part I: Conditions precedent to the Drawdown Date

Security Parties

(@)

(b)
(©)

(d)

(€)

Constitutional DocumentsCopies of the constitutional documents of eachvealeSecurity Party together with such other evidy
as the Agent may reasonably require that each Sactrity Party is duly formed or incorporated sabuntry of formation or
incorporation and remains in existence with powegriter into, and perform its obligations undee, Relevant Documents to which
it is or is to become a part

Certificates of good standincA certificate of good standing in respect of eaglevant Security Party (if such a certificate can b
obtained)

Board resolutionsA copy of a resolution (or of an extract of a resioin) of the board of directors of each relevaetBity Party
(or its sole member or general partn

0] approving the terms of, and the transactiong@mplated by, the Relevant Documents to which & party and ratifying or
resolving that it execute those Relevant Documemtd

(i)  if required authorising a specified persorpersons to execute those Relevant Documents (hddaiments and notices to
be signed and/or despatched under those docunmenits) behalf

Officer’s certificates A certificate of a duly authorised officer or repeatative of each relevant Security Party certgytimat each
copy document relating to it specified in this Rast Schedule 2 is correct, complete and in fafce and effect as at a date no
earlier than the date of this Agreement and setiintghe names of the directors and officers of Security Party (or its sole
member or general partner) and the proportion afeshheld by each shareholc

Powers of attorneyThe notarially attested and legalised (where necgder registration purposes) power of attornegach
relevant Security Party under which any documergg@be executed or transactions undertaken kySeeurity Party
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2

Security and related documents

(@)

(b)

(©)
(d)

(e)

(f)

Vessel documentA photocopy, certified as true, accurate and cotefdg a duly authorised representative of the Beero of:
0] the MOA,;
(i)  the bill of sale transferring title in the Vesselthe Borrower free of all encumbrances, maritiraad or other debt:

(i)  the protocol of delivery and acceptance evideg the unconditional physical delivery of thesgel by the Seller to the
Borrower pursuant to the MO/

(iv)  the Project Agreement

(v) any Management Agreeme

(vi) the Vess¢'s current SMC

(vii) the ISM Compan’'s current DOC

(viii) the Vess¢'s current ISSC

in each case together with all addenda, amendmestgpplements.

Evidence of Borrower’s title Evidence that on the Drawdown Date (i) the Vessklbg at least provisionally registered under a
Pre-Approved Flag in the ownership of the Borroaed the Mortgage will be capable of being registergainst the Vessel with
first priority.

Certificate of no EncumbrancesA certificate from the Borrower that the Vesselree of Encumbrances other than Permitted
Encumbrances

Evidence of insuranceEvidence that the Vessel is insured in the maneguired by the Security Documents and that letiers
undertaking will be issued in the manner requingdie Security Documents, together with the writi@proval of the Insurances
an insurance adviser appointed by the Ag

Security DocumentsThe Security Documents (other than the Master Agereg Charge and the Account Charge) together With a
other documents required by any of them, includwithout limitation, all notices of assignment amdéharge and evidence that
those notices will be duly acknowledged by thepietits.

Other Relevant DocumentsCopies of each of the Relevant Documents not otiseraomprised in the documents listed in this Pal
| of Schedule 2
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Legal opinions

Legal opinions of the legal advisers addressetddAgent (but permitting reliance by the Lendensgach relevant jurisdiction,
substantially in the form provided to the Agenbptio the Drawdown Date, or confirmation satisfagtm the Agent that such an opinion
will be given, namely:

(&) an opinion on matters of English law from Stephendarwood;

(b) an opinion on matters of Marshall Islands law frdfatson, Farley & Williams LLP

(c) an opinion on matters of Norwegian law from Buggem{:-Hansen & Rasmussen; a
(d) an opinion on matters of Brazilian law from SouZascon, Barrieu & Flesch Advogad

Other documents and evidenc
(@) Drawdown Notice A duly completed Drawdown Notic

(b) Process agenEvidence that any process agent referred to inggl22.5 and any process agent appointed undertlaeryFinance
Document has accepted its appointm

(c) Other authorisations A copy of any other consent, licence, approvalhatisation or other document, opinion or assurawvizieh
the Agent considers to be necessary or desirdtten@is notified the Borrower accordingly) in camtion with the entry into and
performance of the transactions contemplated byoétiye Relevant Documents or for the validity @mforceability of any of the
Relevant Document:
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(d) FeesEvidence that the fees, costs and expenses thefinanghe Borrower under Clause 8 and Clause 9 baea paid or will be
paid by the Drawdown Dat

(e) “Know your customer’ documentsSuch documentation and other evidence as is reblyormuested by the Agent in order for
Lenders to comply with all necessary “know yourtouser” or similar identification procedures in riten to the transactions
contemplated in the Finance Docume

() Confirmation of classCertificate of Confirmation of Class for hull andaohinery confirming that the Vessel is classed whith
highest class applicable to Vessel of her type wiBr-Approved Classification Societ

Certificate of ownership

(8) A certificate from Teekay that it owns a minimwf fifty one per cent (51%) of the voting rigltsTeekay Offshore GP L.L.C., the
general partner in TOC

(b) A certificate from Teekay Offshore GP L.L.Catlit owns a minimum of fifty one per cent (51%)tloé general partner interests in
TOO.

(c) A statement from TOO confirming its ownershffaad voting rights for one hundred per cent (10@¥the share capital of the
Borrower.
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Part II: Conditions subsequent to the Drawdown Date

Letters of undertaking Letters of undertaking in respect of the Insuraraesequired by the Security Documents togethdr eapies of
the relevant policies or cover notes or entry fiedies duly endorsed with the interest of the RaeaParties

Acknowledgements of notice Acknowledgements of all notices of assignment anclharge given pursuant to the Security Documents
(other than the acknowledgement from the Operaterired to in Schedule 2, Part Il, paragraph 4arndacknowledgement required
pursuant to the Account Charg

Legal opinionsSuch of the legal opinions specified in Part Ifo§tSchedule 2 as have not already been providdwtdgent, together
with an opinion on Norwegian law matters from Buggentz-Hansen & Rasmussen in respect of the AdcBletge, to be provided
within thirty (30) calendar days of the Executioat®.

Operator (Within six calendar months of the Drawdown Datesach longer period as the Agent may agree) tiggnat Quiet
Enjoyment Letter duly signed by the Operator (ifequired by the Operator) together with an ackeogément from the Operator to the
notice of the Charter's Assignment, containing such <in provisions as may be reasonably required byAtnent.

Evidence of Borrower's title Certificate of ownership and encumbrance (or edentaissued by the Registrar of Ships (or equiviale
official) of the relevant Pre-Approved Flag confing that (a) the Vessel is permanently registeredeuthat flag in the ownership of the
Borrower, (b) the Mortgage has been registered firgh priority against the Vessel and (c) there ao further Encumbrances registered
against the Vesse

Account Charge(Within 30 calendar days of the Execution Dateswarh longer period as the Agent may agree) thénaligxecuted
Account Charge, together with all documents regub it.

Approvals The Vessel's Temporary Enrolment Approval issuedhayBrazilian Navy Seashore and Harbour Direcéof&ITEE”) and
the certificate issued by the Federal Revenue &fficespect of the Piranema Manager as soon sgi&laly practicable
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Master Agreements(Within 45 calendar days of the Execution Datesueh longer period as the Swap Providers may atied)laster
Agreements together with any Credit Support Docusy

Master Agreement Charge(Within 45 calendar days of the Execution Datesweh longer period as the Swap Providers may agree)
Master Agreement Charge and any relevant legaiapusn
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(@)

(b)

()

SCHEDULE 3: Calculation of Mandatory Cost

The Mandatory Cost is an addition to the interatg to compensate the Lenders for the cost optiante with (a) the requirements of
the Bank of England and/or the Financial Servicath@rity (or, in either case, any other authorityieh replaces all or any of its
functions) or (b) the requirements of the Europ€antral Bank

On the first day of each Interest Period (os@mn as possible thereafter) the Agent shall tatleuas a percentage rate, a rate (the
“Additional Cost Rate” ) for each Lender in accordance with the paragraphsut below. The Mandatory Cost will be calcedilby the
Agent as a weighted average of the Lenders’ AddkiticCost Rates (weighted in proportion to the petage participation of each Lender
in the Loan) and will be expressed as a percenttgeper annun

The Additional Cost Rate for any Lender lendiram an office in the euro-zone or from Switzedanill be the percentage notified by
that Lender to the Agent to be its reasonable detetion of the cost (expressed as a percentatfmbf.ender’s participation in the
Loan) of complying with the minimum reserve reqmemnts of the European Central Bank or the Swisdr@leBank as a result of
participating in the Loan from that offic

The Additional Cost Rate for any Lender lendingiran office in the United Kingdom will be calculdtby the Agent as follow:
(d) where the Loan is denominated in sterli
BY + S(Y -Z) + F x 0.0. per cent per annum
100- (B + S)
(e) where the Loan is denominated in any currency dtiean sterling

F x 0.0 per cent per annum
300

where:

B is the percentage of eligible liabilities (assumihgse to be in excess of any stated minimum) wiiahLender is from time to tin
required to maintain as an interest free cash datposit with the Bank of England to comply witlsleaatio requirement:
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Y is the percentage rate of interest (excludingMiaegin and the Mandatory Cost and, if the Loaarioverdue amount, the additional
rate of interest specified in Clause 7Default interes)) payable for the relevant Interest Period onlLiben;

S is the percentage (if any) of eligible liabilgieshich that Lender is required from time to tirnertaintain as interest bearing special
deposits with the Bank of Englar

Z is the interest rate per annum payable by the B&ldngland to that Lender on special deposits;

F is the charge payable by that Lender to the [iaa®ervices Authority under paragraph 2.02 oB8Zd¥» appropriate) of the Fees
Regulations or the equivalent provisions in anyaegment regulations (with, for this purpose, tigere for the minimum amount
paragraph 2.02b or such equivalent provision deaméé zero), expressed in pounds£1 million of the fee base of that Lend

For the purpose of this Schedt

(a) “eligible liabilities " and “ special deposite’ have the meanings given to them at the time pfiaation of the formula by the Bank
of England;

(b) “ fee bas€ has the meaning given to it in the Fees Regulat

(c) “Fees Regulation? means the regulations governing periodic feegaiord in the Financial Services Authority Fees Iror
such other law or regulation as may be in forcenftome to time in respect of the payment of fegslie acceptance of depos

In the application of the formula B, Y, S andr2 acluded in the formula as figures and not asqrgages, e.g. if B=0.5% and Y =
15%, BY is calculated as 0.5. x 15. Each rate ¢afed in accordance with the formula is, if necegsaunded upward to four decimal
places.

If a Lender does not supply the information reggiiby the Agent to determine its Additional Coast&Rwhen requested to do so, the
applicable Mandatory Cost shall be determined erbtisis of the information supplied by the remajrienders
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5 If a change in circumstances has rendered, obrevitler, the formula inappropriate, the Agent kshatify the Borrower of the manner in
which the Mandatory Cost will subsequently be clalmd. The manner of calculation so notified by Alggent shall, in the absence of
manifest error, be binding on the Borrow
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SCHEDULE 4: Form of Drawdown Notice

To: DNB BANK ASA
200 Park Avenue

New York

NY10166

USA

Fax No: +1 212 681 4123
Email: evan.uhlick@dnb.no

From: PIRANEMA L.L.C.

[Date]
Dear Sirs,
Drawdown Notice
We refer to the Loan Agreement dated 012made between, amongst others, ourselves amdejoes (the ‘Agreement”).
Words and phrases defined in the Agreement havsatime meaning when used in this Drawdown Notice.
Pursuant to Clause 4.1 of the Agreement, we irrablycrequest that you advance the sum of | ]Jtous on 20 , whichais

Business Day, by paying the amount of the advam¢e t 1.

We warrant that the representations and warraotieained in Clause 11 (except for Clause 11.2)@fAgreement are true and correct at the
date of this Drawdown Notice and will be true aodrect on 20 , that no Default basurred and is continuing, and that no Default
will result from the advance of the sum requestetthis Drawdown Notice.

We select the period of [ ] months as the fingtrest Period.

Yours faithfully

For and on behalf ¢
PIRANEMA L.L.C.
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SCHEDULE 5: Form of Transfer Certificate

To: DNB BANK ASA
200 Park Avenue
New York

NY10166

USA

Fax No: +1 212 681 4123
Email: evan.uhlick@dnb.no

TRANSFER CERTIFICATE

This transfer certificate relates to a secured faaility agreement (as from time to time amendedied, supplemented or novated tHeoan
Agreement”) dated 2012, on the termd aubject to the conditions of which a securedlréng credit facility was made
available to Piranema L.L.C., by a syndicate ofdsaon whose behalf you act as agent and securtytag

1 Terms defined in the Loan Agreement shall, untgékserwise expressly indicated, have the same mgaviien used in this certificate.
The term¢* Transferor ” and” Transferee” are defined in the schedule to this certific

2 The Transferor

2.1 confirms that the details in the Schedule utidetheading Transferor’s Commitment” accurately summarise its Commitment;
and

2.2 requests the Transferee to accept by way ddtiwvthe transfer to the Transferee of the amotittie Transferor's Commitment
specified in the Schedule by coungégning and delivering this certificate to the Aganits address for communications specifie
the Loan Agreemen

3 The Transferee requests the Agent to acceptéhidicate as being delivered to the Agent purstaand for the purposes of clause 14.4
of the Loan Agreement so as to take effect in ataace with the terms of that clause on the Trari3fte specified in the Schedu

4  The Agent confirms its acceptance of this certiBdar the purposes of clause 14.4 of the Loan Agent.
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The Transferee confirms thi

5.1 it has received a copy of the Loan Agreemegetteer with all other information which it has régd in connection with this
transaction

5.2 it has not relied and will not in the futurdyren the Transferor or any other party to the Légneement to check or enquire on its
behalf into the legality, validity, effectivenes&lequacy, accuracy or completeness of any suctmaf@n; anc

5.3 it has not relied and will not in the future rely the Transferor or any other party to the Loane&gnent to keep under review on
behalf the financial condition, creditworthinessndition, affairs, status or nature of any Secupiayty.

Execution of this certificate by the Transfereestitutes its representation and warranty to tieendferor and to all other parties to the
Loan Agreement that it has the power to becomety pathe Loan Agreement as a Lender on the terfitise Loan Agreement and has
taken all steps to authorise execution and delieéthis certificate

The Transferee undertakes with the Transferoreaioth of the other parties to the Loan Agreemaattittwill perform in accordance with
their terms all those obligations which by the temfithe Loan Agreement will be assumed by it aftdivery of this certificate to the
Agent and the satisfaction of any conditions sulti@evhich this certificate is expressed to takeaif

The Transferor makes no representation or wari@md assumes no responsibility with respect tdeality, validity, effectiveness,
adequacy or enforceability of any Finance Docunoersiny document relating to any Finance Documeart,assumes no responsibility
for the financial condition of any Finance Partyfarthe performance and observance by any Sedvaitty of any of its obligations unc
any Finance Document or any document relating yoramance Document and any conditions and warrsuti@lied by law are expres:
excluded

The Transferee acknowledges that nothing in thiificate or in the Loan Agreement shall oblige fransferor to

9.1 accept a re-transfer from the Transferee ofvngle or any part of the rights, benefits andioiigations transferred pursuant to this
certificate; ot
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11

12

9.2 support any losses directly or indirectly singtd or incurred by the Transferee for any reasetudling, without limitation, the non-
performance by any party to any Finance Documeanngfobligations under any Finance Docum

The address and fax number of the Transferee éoptinposes of clause 18 of the Loan Agreementetreus in the Schedul

This certificate may be executed in any numberointerparts each of which shall be original butchtshall together constitute the se
instrument

This certificate and any non-contractual obl@yagarising out of or in connection with it shaét governed by and interpreted in
accordance with English la\

THE SCHEDULE

1  Transferor:

2  Transferee:

3  Transfer Date(not earlier than the fifth Business Day after dia¢e of delivery of the Transfer Certificate to thgent):
4  Transferors Commitmen:

5  Amount transferred:

6  Transfere¢s address and fax number for the purposes of cla@8eof the Loan Agreemer:

[ name of Transferol] [ name of Transfereq

By: By:

Date: Date:

DNB Bank ASA as Agent and on behalf of each of the Financedaaind the Borrower

By:

Date:
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SCHEDULE 6: Form of Increase Confirmation
To: DNB Bank ASA as Agent, and Piranema L.L.C as Boert
From: [thelncrease Lende€] (the” Increase Lender”)

Dated

Piranema L.L.C. — $130,000,000 Facility Agreementated [ ] (the “Agreement”)

We refer to the Agreement. This is an Increase @oafion. Terms defined in the Agreement have #mmesmeaning in this Increase
Confirmation unless given a different meaning iis thcrease Confirmation.

We refer to Clause 2.2liicrease).

The Increase Lender agrees to assume and will @salimf the obligations corresponding to the Cotmment specified in the Schedule (the
Relevant Commitment”) as if it was an original Lender under the Agresmn

The proposed date on which the increase in relatidhe Increase Lender and the Relevant Commitisdnttake effect (the Increase Date

M is | ]

On the Increase Date, the Increase Lender becoangstp the Finance Documents as a Lender.

The address, fax number and attention detailsdtces to the Increase Lender for the purposedanise 18.2 are:

Name of Increase Lendere ]

Address: [ ]

Fax:[e ]

E-mail: [e ]

Attention: [e ]

The Increase Lender expressly acknowledges th&alionms on the Lenders’ obligations referred tpamagraph (f) of Clause 2.2r{crease).

This Increase Confirmation may be executed in amglrer of counterparts and this has the same effeiétthe signatures on the counterparts
were on a single copy of this Increase Confirmation
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This Increase Confirmation and any non-contraabbébations arising out of or in connection wittare governed by English law.

This Agreement has been entered into on the datiedsat the beginning of this Agreement.

[Increase Lendel
By:

This Increase Confirmation is accepted as an liser€onfirmation for the purposes of the Agreemegrthle Agent and the Increase Date is
confirmed as [ ].

Agent Security Agen

By: By:
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IN WITNESS of which the parties to this Agreement have exatthes Agreement the day and year first beforetamit

SIGNED by )
duly authorised for and on beh )
of PIRANEMA L.L.C. )

SIGNED by

duly authorised for and on beh

of NORDEA BANK FINLAND PLC,
NEW YORK BRANCH

(as a Lender

N N N e

SIGNED by

duly authorised for and on beh
of DNB BANK ASA

(as a Lender

(N

SIGNED by

duly authorised for and on beh
of DNB BANK ASA

(as the Agent

— N N

SIGNED by

duly authorised for and on beh
of DNB BANK ASA

(as the Security Agen

— N N

SIGNED by

duly authorised for and on beh

of NORDEA BANK FINLAND PLC,
NEW YORK BRANCH

(as an MLA)

N N N e
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SIGNED by

duly authorised for and on beh
of DNB BANK ASA

(as an MLA)

SIGNED by
duly authorised for and on beh

of NORDEA BANK FINLAND PLC,

NEW YORK BRANCH
(as a Swap Provide

SIGNED by

duly authorised for and on beh
of DNB MARKETS INC.

(as a Bookrunnei!

SIGNED by
duly authorised for and on beh

of NORDEA BANK FINLAND PLC,

NEW YORK BRANCH
(as a Bookrunnel

SIGNED by

duly authorised for and on beh
of CREDIT SUISSE AG

(as a Lender

SIGNED by

duly authorised for and on beh
of CREDIT SUISSE AG

(as a Lead Arrange

SIGNED by
duly authorised for and on beh
of ROYAL BANK OF CANADA
(as a Lender

(N — N N (N — N N (N (N

N— N N
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SIGNED by

duly authorised for and on beh
of ROYAL BANK OF CANADA
(as a Lead Arrange

SIGNED by

duly authorised for and on beh

of SKANDINAVISKA ENSKILDA BANKEN AB
(as a Lender

SIGNED by

duly authorised for and on beh

of SKANDINAVISKA ENSKILDA BANKEN AB
(as a Lead Arrange

N N N (N

— N N
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27t August, 2012

TEEKAY OFFSHORE HOLDINGS L.L.C.
-and-
TEEKAY SHIPPING LIMITED

Exhibit 4.12

BUSINESS DEVELOPMENT SERVICES AGREEMENT

TOH/TSL ADMIN SERVICES AGREEMENT



THIS AGREEMENT is made effective the 27 day of August 2012
BETWEEN:

(1) TEEKAY OFFSHORE HOLDINGS L.L.C. , a limited liability company incorporated undee tlaws of the Republic of the Marshall
Islands whose registered office is at Trust Compaomplex, Ajeltake Road, Ajeltake Island, Majuroaidhall Islands MH96960
(‘TOH"); and

(2) TEEKAY SHIPPING LIMITED , a company incorporated under the laws of the Conmealth of the Bahamas with Company

Registration Number 5621B whose registered officatiBayside House, Bayside Executive Park, Wegt3@et & Blake Road, P.O.
Box A.P. 59213, Nassau, The Bahan'TSL")

WHEREAS:

A. TOH is a corporation which, inter alia, is ditgcand indirectly engaged in the business of imiional shipping, holding all of the
issued and outstanding shares in a number of vessghg corporations and being the sole memberrafraber of vessel owning
limited liability companies

B. TSL is a wholly owned subsidiary of Teekay Cagimn (“TSC”) and is a provider of a variety obghl shipping and associated
administrative services; al

C. TOH wishes to contract the services of TSL axdeed herein and TSL is willing to perform thevéees under the terms of this
Agreement

NOW THEREFORE this Agreement witnesses that in consideratiomefrhutual covenants and agreements herein contdinguhrties
hereto agree as follows:

1 Definitions
1.1 In this Agreement the following terms shall have theanings set out belo
1.1.1 ‘Service’ means all matters and services described in Sohd@dhkreto
1.1.2 ‘Service Fe' means the fee calculated in accordance with tmestset out in Schedule B here
1.1.3 ‘TSC Grou| means TSC any and all direct and indirect subsetiaand affiliates of Teekay Corporatit
1.1.4 ‘TOH Grouf means TOH any and all direct and indirect subsiekaand affiliates of TOF
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1.2

3.2

3.3

3.4

Interpretation: In this Agreemer

1.2.1 References to persons include references to bodigsrate and unincorpora

1.2.2 Unless the context requires otherwise, words irsthgular number include the plural number and viessa.
1.2.3 Words in one gender shall include all other genc

1.2.4 Clause headings are inserted for convenieniyeand shall not effect the construction of thgreement and, unless otherwise
specified, all references to clauses and scheduet clauses of, and schedules to, this Agreer

Appointment

TOH hereby appoints TSL to provide, and TSlebgragrees to provide, the Services for TOH sultjeanhd upon the terms and
conditions set out in this Agreeme

Services

TSL shall, except as otherwise instructed bydTiDwriting, perform all or any of the Services fBOH as TOH may from time to time
reasonably reques

TSL shall retain or procure at all times quedifstaff so as to maintain a level of expertidéiGant to provide the Services for TOH in
accordance with this Agreeme

In exercise of its duties hereunder, TSL shetllin accordance with TOH's corporate policies st@hdards as communicated to it by
TOH from time to time and TSL shall at all timegfpem the Services diligently and in a commerciatasonable manner and be
responsible to TOH for the due and proper perfocearf the same

TSL shall keep full and proper books, recomt @counts showing clearly all transactions negato its provision of the Services in
accordance with established general commerciatipescand in accordance with generally acceptedwating principles, and allow
TOH and its representatives to audit and examioh books, records and accounts at any time dutistpbmary business hou
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6.2

6.3

Fees and Expense

In return for TSL providing the Services for IOTOH shall pay to TSL the Service Fee as detezthiand by installments as set out, in
Schedule B herett

Subcontracting

TSL shall not assign, sub-contract or sub-Beesiny of the obligations or rights hereunder togarty that is not a member of the Teekay
Corporation Group without the prior written consehTOH and provided that in all cases TSL shathaé responsible for the due
fulfillment of this Agreement

Termination and Variation

Either party may terminate this Agreement uponrgj\tio the other party at least sixty (60) daysridtten notice of the effective date
termination.

This Agreement shall automatically terming

6.2.1
6.2.2

6.2.3

6.2.4

should TOH no longer directly or indirectly be eggd in the business of international shipp

at the option of the party not in breackjtifier party breaches a material obligation of &gseement and fails to remedy the
breach within thirty (30) days after written notitereof;

at the option of the other party, if a parntgkes a general assignment for the benefit ofé@ditors, files a petition in bankruptcy
or for liquidation, is adjudged insolvent or bangiucommences any proceedings for a reorganizati@anrangement of debts,
dissolution, or liquidation under any law or statat any jurisdiction applicable thereto, or if auch proceedings shall be
commenced and not dismissed or otherwise dispdsedion sixty (60) days; o

if a final judgment, order or decree whichtenally and adversely affects the ability of eitiparty to perform its obligations
under this Agreement shall have been obtained teresh against the other party and such judgmedérar decree shall not
have been vacated, discharged or sta

Upon termination of this Agreement the Serfee payable to TSL shall be calculated and paibe@ctual date of termination. Any
overpayment shall be refunded to TOH and any uragengnt shall be paid to TS
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6.4

7.2

8.1

9.1

10
10.1

In the event of termination as herein provi@&H will be fully responsible and liable for anyst@r expense incurred by TSL in
connection with the provision of the Services ptisuch termination or as a consequence of sugfirtation and TSL shall remain
liable to TOH to account for monies received by TiSlconnection with the provision of the Service®pto termination and not
expended prior to or as a consequence of termime

Ratification and indemnification

TOH ratifies and confirms and undertakes at alksrto ratify and confirm whatever may be propedyea or caused to be done by TSI
the provision of the Service

TOH undertakes to keep TSL and its employees aadtagndemnified and to hold them harmless agaihsictions, proceedings, clain
demands, or liabilities whatsoever which may baught against them due to this Agreement includivithout limitation, all actions,
proceedings, claims, demands or liabilities brougiter the environmental laws of any jurisdictiand against and in respect of all cost:
and expenses (including legal costs and expensaduwhindemnity basis) they may suffer or incuredo defending or settling any or all
of the same, provided however, that such indenstigl exclude any or all losses, actions, proceggiolaims, demands, costs, damage:
expenses and liabilities whatsoever which may bs@a by or due to the negligence or willful misaactdbf TSL or its employees or
agents

Force Majeure
Neither party shall be liable for any failure tafoem its obligations under this Agreement duenyg aause beyond its reasonable con
Entire Agreement

This Agreement forms the entire agreement besivtlee parties with respect to the subject magezdf and supersedes and replaces all
previous agreements, written or oral, with respethe subject matter here

Severability

If any provision herein is held to be voiduoenforceable, the validity and enforceability e temaining provisions herein shall remain
unaffected and enforceab
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11 Relationship between the Partie:

11.1 The relationship between the parties is that oépathdent contractor. Nothing herein shall be imetgul so as to create a partnership,
venture, employee or agency relationship betwednarrsl TOH or any member of the TOH Gro

12 Confidential Information

12.1 TSL shall keep confidential, both during aftédrahe currency of this Agreement, all informatielating in any way to TOH or any
member of the TOH Group that it has acquired oeted in the course of providing the Services utiiis Agreement. The foregoing
shall not apply to such information which is getigrenown to the public other than by way of breadhhis Agreement by TSL and sk
not apply to the extent that TSL is required by tavdisclose any such information. TSL shall nokmase of such information for any
purpose other than in the course of providing tbevies hereunder. TOH shall be entitled to anytable remedy available at law or
equity, including specific performance, againstealoh by TSL of this obligation. TSL shall not ssiuch application for relief on the
basis that TOH has an adequate remedy at law, 8hdsfiall waive any requirement for the securingasting of any bond in connection
with such remedy

13  Surrender of Books and Records

13.1 Upon termination of this Agreement TSL shall fortthwsurrender to TOH any and all books, recordsuduents and other property in
possession or control of TSL relating to this Agneat and to the business, finance, technologyetnaaks or affairs of TOH and any
member of the TOH Group and except as requireéimshall not retain any copies of the sa

14  Currency
14.1 Unless otherwise stated, all currency referencesimare to United States Dolla
15 Law and arbitration

15.1 This Agreement shall for all purposes be govermatia@nstrued in accordance with the laws of Enganales. Any dispute arising o
of this Agreement shall be referred to the exclagirisdiction of the High Court of England & WalasLondon, England, subject to the
procedures applicable there

16 Modification and Benefit

16.1 This Agreement shall not be amended, alteredoalified except by an instrument in writing extzliby the parties hereto and shall be
binding upon and inure to their benefit and be ligand inure to the benefit of their respectivecassors and assigl
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17 Notice

17.1 All notices, requests, demands and other camwations given or made in accordance with the igioms of this Agreement shall be in
writing and shall be given either by hand or by taxhe addresses below and shall be deemed todeavegiven when actually receive

If to TOH: If to TSL:
Teekay Offshore (Operating Subsidiary TE Teekay Shipping Limite:
Suite No. 177¢ Suite No. 177¢
48 Pa-la-Ville Road 48 Pa-la-Ville Road
Hamilton, HM 11 Bermud Hamilton, HM 11 Bermud
Attn: Secretary Attn: Director
Fax: (441) 292 393 Fax: (441) 292 393
18 Waiver
18.1 The failure of either party to enforce anyrtef this Agreement shall not act as a waiver. A@jver must be specifically stated as such
in writing

19 Counterparts
19.1 This Agreement may be executed in one or more dignanterparts, facsimile or otherwise, which stagether form one instrumei
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IN WITNESS whereof the parties hereto have caused this Agneetode executed by their duly authorized offidtes day and year first
above written

TEEKAY OFFSHORE (OPERATING SUBSIDIARY TBD) TEEKAY
SHIPPING LIMITED

By: By:
Name Name
Title: Title:

TOH/TSL ADMIN SERVICES AGREEMENT



SCHEDULE ‘A’
SERVICES

TSL shall provide for TOH such of the Services &HTrshall from time to time request and direct T8lIptovide for it pursuant to Section 3 of
this Agreement.

In this Agreement ‘Services’ means all matters actilities including but not limited to those lidtbelow:-

1) Business Development Servic

a)
b)
c)
d)
e)
f)

9)
h)

researching macroeconomic trends affecting theanker markets

developing and implementing strategic plans forghgose of expanding existing business as welkeasloping new busines
providing advice regarding the negotiating andragilag the purchase, sale and financing of ves

coordinating construction of new vessels in varishipyards around the worl

monitoring and evaluating ship construction anégpimg activities in order to assess available ager

providing advice and making introductions to enal@H to develop strategic alliance

assisting in implementing strategic business desgssuch as new joint ventures or profit poolingiagements

monitoring and analyzing markets worldwide acoatinuous basis to stay abreast of market a&s/éind potential business
opportunities

providing advice regarding strategic customer iefes;
all such other business development services as m@Hrequest from TSL from time to tirr
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SCHEDULE ‘B’
SERVICE FEE

In return for the provision of the Services §LTfor TOH, TOH shall pay to TSL an annual Senke® for each calendar year during the
term of this Agreement divided into Twelve (12) ebmonthly installments payable in advance and twigequal to the annual aggre¢
amount of such costs and expenses (the ‘Costs gmehBes’) as TSL may reasonably incur in conneatiitim the provision of the
Services plus a reasonable profit mark-up to beeabupon and reviewed annually by the partiesisoAgreement and which shall be
consistent with the guidelines of the OrganizafmmEconomic Co-operation and Development (‘OECIOI)transfer pricing as well as
local rules and regulation

In respect of each calendar year during the tdrthis Agreement, TSL shall prepare an estimata@® Costs and Expenses it reasonably
expects to incur during such year and shall subuouh estimate to TOH within Fourteen (14) daysheflast day of the immediately
preceding yeal

The calculation of TSIs' aforesaid estimated Costs and Expenses may tstedifrom time to time by agreement between tieggaan:
the Service Fee payable by TOH shall t-calculated accordingh

Within Ninety (90) days (or such longer pericdtiae parties shall agree) after the end of eaah ¥&L shall submit to TOH an
accounting of the Costs and Expenses it has intimrthat year (th¢ Actual Costs and Expen¢’).

Fourteen (14) days (or such longer period apd#inges shall agree) after the date on which T&livers such accounting of its Actual
Costs and Expense

a) where the aggregate of all Service Fees paitkimelevant year, is less than the Actual CostisEaqpenses with the agreed profit
mark-up (if any), TOH shall pay an Adjustment to T¢

b)  where the aggregate of all Service Fees patidemelevant year, is greater than the Actual Castsexpenses with the agreed profit
mark-up (if any), TSL shall pay an Adjustment to TOHg:

c) where the aggregate of all Service Fees paidyigar, is equal to the Actual Costs and Expengtesthie agreed profit mark-up (if
any), no Adjustment is payab

For the purposes hereof ‘Adjustment’ means ara (made in accordance with the foregoing) inatm@unt of the difference between
the aggregate of all Service Fees paid in a yeaktlee Actual Costs and Expenses with the agre#it prark-up (if any) incurred in that
year.
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LIST OF SIGNIFICANT SUBSIDIARIES

The following is a list of Teekay Offshore PartnkerB.’s significant subsidiaries as at December281.2:

Name of Significant Subsidiary

VARG L.L.C.

PIRANEMA L.L.C.

NAVION OFFSHORE LOADING AS

NORSK TEEKAY AS

NORSK TEEKAY HOLDINGS LTD.

TEEKAY EUROPEAN HOLDINGS S.A.R.L

TEEKAY NAVION OFFSHORE LOADING PTE. LTD

TEEKAY NETHERLANDS EUROPEAN HOLDINGS B\

TEEKAY NORWAY AS

TEEKAY OFFSHORE OPERATING L.F

TEEKAY OFFSHORE EUROPEAN HOLDINGS
COOPERATIEF U.A

VARG PRODUCTION AS

Exhibit 8.1

Proportion
of
Ownership
State or
Jurisdiction of Incorporation Interest

MARSHALL ISLANDS 100.0(%
MARSHALL ISLANDS 100.0(%
NORWAY 100.0(%
NORWAY 100.0(%
MARSHALL ISLANDS 100.0(%
LUXEMBOURG 100.0(%
SINGAPORE 100.0(%
NETHERLANDS 100.0(%
NORWAY 100.0(%
MARSHALL ISLANDS 100.0(%
NETHERLANDS 100.0(%
NORWAY 100.0(%



EXHIBIT 12.1
CERTIFICATION

I, Peter Evensen, certify that:

1.
2.

I have reviewed this Annual Report on Forn-F of Teekay Offshore Partners L.P. (“ Registrant”);

Based on my knowledge, this report does notaiorny untrue statement of a material fact or en#ttate a material fact necessary
to make the statements made, in light of the cistarnces under which such statements were madmisieading with respect to
the period covered by this repc

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

| and the Registrant’s other certifying offi¢arich is also myself) are responsible for estdliig and maintaining disclosure
controls and procedures (as defined in Exchangdraitgs 13(a)-15(e) and 15(d)-15(e)) and internatrod over financial reporting
(as defined in Exchange Act Rules 1-15(f) and 15(c-15(f)) for the Registrant and ha\

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

C) Evaluated the effectiveness of the Registsagiisclosure controls and procedures and preséntbis report our conclusior
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

a) Disclosed in this report any change in the Regi$s internal control over financial reporting thatooed during the peric
covered by the annual report that has materiafiscedd, or is reasonably likely to materially affabe Registrant’s internal
control over financial reporting

| and the Registrant’s other certifying offi¢erhich is also myself) have disclosed, based omuast recent evaluation of internal
control over financial reporting, to the Registtamtuditors and the audit committee of the boardictors of the Registrant’s
General Partner (or persons performing the equivdilanctions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summaaiaé report financial
information; anc

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
Registrar’s internal control over financial reportir

Dated: April 11, 2013 By: /s/ Peter Evensen

Peter Evense
Chief Executive Office



EXHIBIT 12.2
CERTIFICATION

I, Peter Evensen, certify that:

1.
2.

I have reviewed this Annual Report on Forn-F of Teekay Offshore Partners L." the Registrant’);

Based on my knowledge, this report does notaiorny untrue statement of a material fact or en#ttate a material fact necessary
to make the statements made, in light of the cistarnces under which such statements were madmisieading with respect to
the period covered by this repc

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

| and the Registrant’s other certifying offi¢arich is also myself) are responsible for estdliig and maintaining disclosure
controls and procedures (as defined in Exchangdraitgs 13(a)-15(e) and 15(d)-15(e)) and internatrod over financial reporting
(as defined in Exchange Act Rules 1-15(f) and 15(c-15(f)) for the Registrant and ha\

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

C) Evaluated the effectiveness of the Registsagiisclosure controls and procedures and preséntbis report our conclusior
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

d) Disclosed in this report any change in the Regiig's internal control over financial reporting thatooed during the peric
covered by the Registrant’s annual report thatnhaterially affected, or is reasonably likely to erally affect, the
Registrar’s internal control over financial reportir

| and the Registrant’s other certifying offi¢erhich is also myself) have disclosed, based omuast recent evaluation of internal
control over financial reporting, to the Registtamtuditors and the audit committee of the boardictors of the Registrant’s
General Partner (or persons performing the equivdilanctions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summaaiaé report financial
information; anc

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
Registrar’s internal control over financial reportir

Dated: April 11, 2013 By: /s/ Peter Evensen

Peter Evense
Chief Financial Office



EXHIBIT 13.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Teekay @ffee Partners L.P. (th®artnership” ) on Form 20-F for the year ended December 31,
2012 as filed with the Securities and Exchange Cwsion on the date hereof (tffeorm 20-F” ), I, Peter Evensen, Chief Executive Officer
and Chief Financial Officer of the Partnership tiégrpursuant to 18 U.S.C. 81350, as adopted @msto §906 of the Sarbanes-Oxley Act of
2002, that:

(1) The Form 20-F fully complies with the requirerteeof Section 13(a) or 15(d) of the Securitiestaxme Act of 1934 (15 U.S.C. 78m or
780(d)); anc

(2) The information contained in the Form 20-Flfapresents, in all material respects, the findnmadition and results of operations of the
Partnership

Dated: April 11, 2013 By: /s/ Peter Evensen
Peter Evense
Chief Executive Officer and Chief Financial Offic




EXHIBIT 15.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference irféHewing Registration Statements:

1)
(@)

(3)
(4)
(5)

Registration Statement (Forn-8 No. 33:-147682) pertaining to the Teekay Offshore ParthdPs 2006 Lon-Term Incentive Plar

Registration Statement (Form F-3ASR No. 3332224 and related prospectus and prospectus suppliemiTeekay Offshore Partners
L.P. for the registration of up to $750,000,00@dtal aggregate offering price of an indetermirmaiember of common unit

Registration Statement (Forn-3 No. 33:-175685) and related prospectus for the registratfdfil3,266 common unit
Registration Statement (Forn-3 No. 33:-178620) and related prospectus for the registratfof)112,974 common units, a

Registration Statement (Forn-3 No. 33:-183225) and related prospectus for the registratidn 700,022 common unit

of our report dated April 11, 2011, with respecthte consolidated results of the operations, clastsfand changes in total equity of Teekay
Offshore Partners L.P. and subsidiaries for the gaded December 31, 2010, included in this AnRegdort (Form 20-F) of Teekay Offshore
Partners L.P. for the year ended December 31, 2012.

Vancouver, Canad ERNST & YOUNG LLP
April 11, 2013 Chartered Accountal



EXHIBIT 15.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inféllewing Registration Statements of Teekay OffghBartners L.P.:
(1) No. 333147682 on Form-8 pertaining to the Teekay Offshore Partners LOB62 on¢-Term Incentive Plar

(2) No. 33:-174221 on Form F-3 and related prospectus fordbestration of up to $750,000,000 of common urefgesenting limited
partnership units

(3) No. 333175685 on Form-3 and related prospectus for the registration & 226 common units
(4) No. 333178620 on Form-3 and related prospectus for the registration 822,974 common unit:
(5) No. 333183225 on Form-3 and related prospectus for the registration 86@,022 common unit

of our reports dated April 11, 2013, with respectite consolidated financial statements as at DbeeBil, 2012 and 2011 and for each of the
years in the two year period ended December 312,281d the effectiveness of internal control owearicial reporting as of December .
2012, which reports appear in the December 31, 201tial Report on Form 20-F of Teekay Offshore firad L.P.

Our report with respect to the consolidated finahsiatements refers to our audit of the adjustmtat were applied to retrospectively adjust
the consolidated statement of income (loss) foy#a ended December 31, 2010 for the presentatidiscontinued operations, as more fully
described in note 1 to the consolidated finandatesnents. However, we were not engaged to aediew, or apply any procedures to the
consolidated statement of income (loss) for the geded December 31, 2010 of the Partnership ditla@rwith respect to such adjustments.

/sl KPMG LLP
Chartered Accountants
Vancouver, Canada
April 11, 2013



