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UBS AG $3,170,000 Trigger Autocallable Notes

Linked to the least performing index between the Dow Jones Industrial Average® and the EURO STOXX 50® Index
due February 1, 2024

Investment Description
UBS AG Trigger Autocallable Notes (the “Notes”) are unsubordinated, unsecured debt securities issued by UBS AG
(“UBS” or the “issuer”) linked to the least performing index between the Dow Jones Industrial Average® and the EURO
STOXX 50® Index (each, an “underlying asset” and together, the “underlying assets”). UBS will automatically call the
Notes (an “automatic call”) if the closing level of each underlying asset on any observation date, including the final
valuation date, is equal to or greater than its call threshold level, which is equal to its initial level. If the Notes are
subject to an automatic call, UBS will pay on the applicable call settlement date following such observation date a
cash payment per Note equal to the “call price”, which is your principal amount plus a call return based on the call
return rate, and no further payments will be owed to you under the Notes. The call return increases the longer the
Notes are outstanding. If the Notes are not subject to an automatic call and the closing level of each underlying asset
on the final valuation date (the “final level”) is equal to or greater than its downside threshold, UBS will pay you a cash
payment per Note equal to the principal amount. If, however, the Notes are not subject to an automatic call and the
final level of any underlying asset is less than its downside threshold, UBS will pay you a cash payment per Note that
is less than the principal amount, if anything, resulting in a percentage loss on your initial investment equal to the
underlying return of the least performing underlying asset and, in extreme situations, you could lose all of your initial
investment. The “least performing underlying asset” is the underlying asset with the lowest underlying return as
compared to any other underlying asset. Investing in the Notes involves significant risks. You may lose a
significant portion or all of your initial investment. You will be exposed to the market risk of each underlying
asset on each observation date and on the final valuation date and any decline in the level of one underlying
asset may negatively affect your return and will not be offset or mitigated by a lesser decline or any potential
increase in the level of any other underlying asset. Higher call return rates are generally associated with a
greater risk of loss and a greater risk that the Notes will not be subject to an automatic call. Any payment on
the Notes, including any repayment of principal, is subject to the creditworthiness of UBS. If UBS were to
default on its payment obligations you may not receive any amounts owed to you under the Notes and you
could lose all of your initial investment.

Features
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q    Automatic Call Feature — UBS will automatically call the Notes if the closing level of each underlying asset on
any observation date, including the final valuation date, is equal to or greater than its call threshold level, which is
equal to its initial level. If the Notes are subject to an automatic call, UBS will pay on the applicable call settlement
date a cash payment per Note equal to the call price for the relevant observation date. The call return increases the
longer the Notes are outstanding. Following an automatic call, no further payments will be owed to you under the
Notes.
q Contingent Repayment of Principal at Maturity with Potential for Full Downside Market Exposure — If by
maturity the Notes have not been subject to an automatic call and the final level of each underlying asset is equal to or
greater than its downside threshold, UBS will pay you a cash payment per Note equal to the principal amount. If,
however, the final level of any underlying asset is less than its downside threshold, UBS will pay you a cash payment
per Note that is less than the principal amount, if anything, resulting in a percentage loss on your initial investment
equal to the underlying return of the least performing underlying asset. The contingent repayment of principal applies
only if you hold the Notes to maturity. Any payment on the Notes, including any repayment of principal, is subject to
the creditworthiness of UBS.

Key Dates
Trade Date January 29, 2019
Settlement Date January 31, 2019
Observation Dates* Quarterly (see page 2)
Final Valuation Date* January 29, 2024
Maturity Date* February 1, 2024

*  Subject to postponement in the event of a market disruption event, as described in the accompanying productsupplement.

Notice to investors: the Notes are significantly riskier than conventional debt instruments. The issuer is not
necessarily obligated to repay the principal amount of the Notes at maturity, and the Notes may have the same
downside market risk as the least performing underlying asset. This market risk is in addition to the credit risk
inherent in purchasing a debt obligation of UBS. You should not purchase the Notes if you do not understand
or are not comfortable with the significant risks involved in investing in the Notes.

You should carefully consider the risks described under “Key Risks” beginning on page 4 and under “Risk Factors”
beginning on page PS-9 of the accompanying product supplement before purchasing any Notes. Events relating
to any of those risks, or other risks and uncertainties, could adversely affect the market value of, and the return
on, your Notes. You may lose a significant portion or all of your initial investment in the Notes. The Notes will
not be listed or displayed on any securities exchange or any electronic communications network.

Note Offering
These terms relate to the Notes.

Underlying
Assets

Bloomberg
Tickers

Call
Return
Rate*

Initial
Levels

Downside
Thresholds

Call Threshold
Levels CUSIP ISIN

Dow Jones
Industrial
Average®

INDU 12.75%
per
annum

24,579.96
14,747.98, which
is 60.00% of the
Initial Level

24,579.96, which
is 100.00% of the
Initial Level 90270KWV7US90270KWV78EURO

STOXX 50®
Index

SX5E 3,153.42
1,892.05, which is
60.00% of the
Initial Level

3,153.42, which
is 100.00% of the
Initial Level
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* The call return is based on the call return rate and will vary depending on whether, and if called, the call settlement
date on which, the Notes are called.

The estimated initial value of the Notes as of the trade date is $968.00. The estimated initial value of the Notes was
determined as of the close of the relevant markets on the date hereof by reference to UBS’ internal pricing models,
inclusive of the internal funding rate. For more information about secondary market offers and the estimated initial
value of the Notes, see “Key Risks — Fair value considerations” and “ — Limited or no secondary market and secondary
market price considerations” beginning on page 5 herein.

See “Additional Information about UBS and the Notes” on page ii. The Notes will have the terms set forth in the
accompanying product supplement relating to the Notes, dated October 31, 2018, the accompanying prospectus
and this document.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved
of these Notes or passed upon the adequacy or accuracy of this document, the accompanying product
supplement, index supplement or accompanying prospectus. Any representation to the contrary is a criminal
offense.

The Notes are not bank deposits and are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency.

Offering of Notes Issue Price to Public Underwriting
Discount(1) Proceeds to UBS AG(1)

Total Per Note Total Per
Note Total Per Note

Notes linked to the least performing index
between the Dow Jones Industrial Average®
and the EURO STOXX 50® Index

$3,170,000.00$1,000.00$90,345.00$28.50 $3,079,655.00$971.50 -$980.00

(1) Our affiliate, UBS Securities LLC, will receive an underwriting discount of $28.50 per $1,000.00 principal amount
for each Note sold in this offering. UBS Securities LLC has agreed to re-allow the full amount of this discount to a
third party dealer.

UBS Securities LLC UBS Investment Bank
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Additional Information about UBS and the Notes
UBS has filed a registration statement (including a prospectus, as supplemented by an index supplement and a product
supplement for the Notes) with the Securities and Exchange Commission (the “SEC”) for the Notes to which this
document relates. Before you invest, you should read these documents and any other documents related to the Notes
that UBS has filed with the SEC for more complete information about UBS and the Notes. You may obtain these
documents for free from the SEC website at www.sec.gov. Our Central Index Key, or CIK, on the SEC website is
0001114446.

You may access these documents on the SEC website at www.sec.gov as follows:

Market-Linked Securities product supplement dated October 31, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000091412118002085/ub47016353-424b2.htm

Index Supplement dated October 31, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000091412118002083/ub46174419-424b2.htm

Prospectus dated October 31, 2018:
http://www.sec.gov/Archives/edgar/data/1114446/000119312518314003/d612032d424b3.htm

References to “UBS”, “we”, “our” and “us” refer only to UBS AG and not to its consolidated subsidiaries. In this document,
“Trigger Autocallable Notes” or the “Notes” refer to the Notes that are offered hereby. Also, references to the
“accompanying product supplement” mean the UBS product supplement, dated October 31, 2018, references to the
“index supplement” mean the UBS index supplement, dated October 31, 2018 and references to “accompanying
prospectus” mean the UBS prospectus, titled “Debt Securities and Warrants,” dated October 31, 2018.

This document, together with the documents listed above, contains the terms of the Notes and supersedes all other
prior or contemporaneous oral statements as well as any other written materials including all other prior pricing terms,
correspondence, trade ideas, structures for implementation, sample structures, brochures or other educational materials
of ours. You should carefully consider, among other things, the matters set forth in “Key Risks” beginning on page 4
and in “Risk Factors” beginning on page PS-9 of the accompanying product supplement, as the Notes involve risks not
associated with conventional debt securities. We urge you to consult your investment, legal, tax, accounting and other
advisors before deciding to invest in the Notes.

If there is any inconsistency between the terms of the Notes described in the accompanying prospectus, the
accompanying product supplement and this document, the following hierarchy will govern: first, this document;
second, the accompanying product supplement; third, the accompanying index supplement and last, the accompanying
prospectus.

UBS reserves the right to change the terms of, or reject any offer to purchase, the Notes prior to their issuance. In the
event of any changes to the terms of the Notes, UBS will notify you and you will be asked to accept such changes in
connection with your purchase. You may also choose to reject such changes in which case UBS may reject your offer
to purchase.

ii 
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Investor Suitability
The Notes may be suitable for you if:

¨You fully understand the risks inherent in an investment in the Notes, including the risk of loss of a significantportion or all of your initial investment.

¨

You understand and accept that an investment in the Notes is linked to the performance of the least performing
underlying asset and not a basket of the underlying assets, that you will be exposed to the individual market risk of
each underlying asset on each observation date, including the final valuation date, and that you may lose a significant
portion or all of your initial investment if the final level of any underlying asset is less than its downside threshold on
the final valuation date.

¨
You can tolerate a loss of a significant portion or all of your initial investment and are willing to make an investment
that may have the same downside market risk as a hypothetical investment in the least performing underlying asset or
the stocks comprising the least performing underlying asset.

¨

You believe that the closing level of each underlying asset will be equal to or greater than its call threshold level on
one of the specified observation dates, including the final valuation date, and you believe that the level of each
underlying asset will appreciate over the term of the Notes by a percentage that is less than the call return rate
indicated on the cover hereof.

¨You can accept that the risks of each underlying asset are not mitigated by the performance of any other underlyingasset and the risks of investing in securities with a return based on the performance of multiple underlying assets.

¨
You understand and accept that you will not participate in any appreciation of any underlying asset, that your
potential return is limited to the call return and are willing to invest based on the call return rate, call threshold levels
and downside thresholds indicated on the cover hereof.

¨You can tolerate fluctuations in the price of the Notes prior to maturity that may be similar to or exceed the downsidefluctuations in the levels of the underlying assets.

¨You do not seek guaranteed current income from your investment and are willing to forgo any dividends paid on thestocks comprising the underlying assets (the “underlying equity constituents”).

¨You are willing to invest in Notes that may be subject to an automatic call and you are otherwise willing to hold suchNotes to maturity and you accept that there may be little or no secondary market for the Notes.
¨You understand and are willing to accept the risks associated with the underlying assets.

¨You are willing to assume the credit risk of UBS for all payments under the Notes, and understand that if UBSdefaults on its obligations you may not receive any amounts due to you including any repayment of principal.

¨
You understand that the estimated initial value of the Notes determined by our internal pricing models is lower than
the issue price and that should UBS Securities LLC or any affiliate make secondary markets for the Notes, the price
(not including their customary bid-ask spreads) will temporarily exceed the internal pricing model price.
The Notes may not be suitable for you if:

¨You do not fully understand the risks inherent in an investment in the Notes, including the risk of loss of a significantportion or all of your initial investment.

¨

You do not understand or are unwilling to accept that an investment in the Notes is linked to the performance of the
least performing underlying asset and not a basket of the underlying assets, that you will be exposed to the individual
market risk of each underlying asset on each observation date, including the final valuation date, or that you may lose
a significant portion or all of your initial investment if the final level of any underlying asset is less than its downside
threshold on the final valuation date.
¨You require an investment designed to provide a full return of principal at maturity.

¨
You cannot tolerate a loss of all or a significant portion of your investment and you are not willing to make an
investment that may have the same downside market risk as an investment in the least performing underlying asset or
its underlying equity constituents.

¨

You believe that the level of at least one underlying asset will decline during the term of the Notes and is likely to be
less than its call threshold level on the specified observation dates, including the final valuation date, or, that the level
of each underlying asset will appreciate over the term of the Notes by a percentage that is greater than the call return
rate indicated on the cover hereof.
¨
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You cannot accept that the risks of each underlying asset are not mitigated by the performance of any other
underlying asset or the risks of investing in securities with a return based on the performance of multiple underlying
assets.

¨You believe that the final level of any underlying asset will be less than its downside threshold on the final valuationdate.

¨
You seek an investment that participates in the full appreciation in the levels of the underlying assets or that has
unlimited return potential, or you are unwilling to invest based on the call return rate, call threshold levels or
downside thresholds indicated on the cover hereof.

¨You cannot tolerate fluctuations in the price of the Notes prior to maturity that may be similar to or exceed thedownside fluctuations of the underlying assets.

¨You seek guaranteed current income from this investment or prefer to receive any dividends paid on the underlyingequity constituents.

¨
You are unable or unwilling to invest in Notes that may be subject to an automatic call, you are otherwise unable or
unwilling to hold the Notes to maturity or you seek an investment for which there will be an active secondary market
for the Notes.
¨You do not understand or are unwilling to accept the risks associated with the underlying assets.

¨You are not willing to assume the credit risk of UBS for all payments under the Notes, including any repayment ofprincipal.

The suitability considerations identified above are not exhaustive. Whether or not the Notes are a suitable
investment for you will depend on your individual circumstances and you should reach an investment decision
only after you and your investment, legal, tax, accounting and other advisors have carefully considered the
suitability of an investment in the Notes in light of your particular circumstances. You should review
“Information About the Underlying Assets” herein for more information on the underlying assets. You should
also review carefully the “Key Risks” section herein for risks related to an investment in the Notes.

1 

Edgar Filing: UBS AG - Form 424B2

6



Final Terms

Issuer UBS AG London Branch
Principal
Amount $1,000 per Note

Term Approximately 5 years, subject to an automatic call.
Underlying
Assets The Dow Jones Industrial Average® and the EURO STOXX 50® Index.

Automatic
Call
Feature

UBS will automatically call the Notes if the closing level of each underlying asset on any observation
date, including the final valuation date, is equal to or greater than its call threshold level.

If the Notes are subject to an automatic call, UBS will pay on the call settlement date a cash payment per
Note equal to the call price for the relevant observation date. Following an automatic call, no further
payments will be made on the Notes.

Call Return
Rate The call return rate is 12.75% per annum.

Call Return The call return increases the longer the Notes are outstanding and is based upon the call return rate.
Call Price The call price equals the principal amount per Note plus the applicable call return.
The table below reflects the call return rate of 12.75% per annum.

Observation Date(1) Call Settlement Date(1)(2) Call Return Call Price(per Note)
April 29, 2019 May 2, 2019 3.1875% $1,031.875
July 29, 2019 August 1, 2019 6.3750% $1,063.750
October 29, 2019 November 1, 2019 9.5625% $1,095.625
January 29, 2020 February 3, 2020 12.7500% $1,127.500
April 29, 2020 May 4, 2020 15.9375% $1,159.375
July 29, 2020 August 3, 2020 19.1250% $1,191.250
October 29, 2020 November 3, 2020 22.3125% $1,223.125
January 29, 2021 February 3, 2021 25.5000% $1,255.000
April 29, 2021 May 4, 2021 28.6875% $1,286.875
July 29, 2021 August 3, 2021 31.8750% $1,318.750
October 29, 2021 November 3, 2021 35.0625% $1,350.625
January 31, 2022 February 3, 2022 38.2500% $1,382.500
April 29, 2022 May 4, 2022 41.4375% $1,414.375
July 29, 2022 August 3, 2022 44.6250% $1,446.250
October 31, 2022 November 3, 2022 47.8125% $1,478.125
January 30, 2023 February 2, 2023 51.0000% $1,510.000
May 2, 2023 May 5, 2023 54.1875% $1,541.875
July 31, 2023 August 3, 2023 57.3750% $1,573.750
October 30, 2023 November 2, 2023 60.5625% $1,605.625
Final Valuation Date Maturity Date 63.7500% $1,637.500
(1) Subject to the market disruption event provisions set forth under
“General Terms of the Securities — Market Disruption Events” in the
accompanying product supplement.
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(2) Three business days following the relevant observation date, except
that the call settlement date for the final valuation date is the maturity
date.

Payment
at
Maturity (per Note)

If the Notes are not subject to an automatic call and the final level of each underlying asset
is equal to or greater than its downside threshold, UBS will pay you a cash payment that is
equal to:

Principal Amount of $1,000

If the Notes are not subject to an automatic call and the final level of at least one
underlying asset is less than its downside threshold, UBS will pay you a cash payment that is
less than the principal amount, if anything, equal to:

$1,000 x (1 + Underlying Return of the Least Performing Underlying Asset)

In this scenario, you will suffer a percentage loss on your initial investment equal to the
underlying return of the least performing underlying asset, regardless of the underlying
return of any other underlying asset.

Least Performing
Underlying Asset

The underlying asset with the lowest underlying return as compared to any other underlying
asset.

Underlying Return

For each underlying asset, the quotient, expressed as a percentage of the following formula:

Final Level – Initial Level
Initial Level

Call Threshold
Level(3)

For each underlying asset, a specified level that is equal to its initial level, as indicated on the
cover hereof.

Downside
Threshold(3)

For each underlying asset, a specified level that is less than its initial level, based on a
percentage of the initial level, as indicated on the cover hereof.

Initial Level(3) The closing level of each underlying asset on the trade date, as indicated on the cover hereof.
Final Level(3) The closing level of each underlying asset on the final valuation date.
(3) As determined by the calculation agent and as may be adjusted as described under “General Terms of the Securities —
Discontinuance of or Adjustment to an Underlying Index; Alteration of Method of Calculation”, as described in the
accompanying product supplement.

2 
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Investment Timeline

Trade Date The initial level of each underlying asset is observed and the final terms of the Notes are set.
 ↓

Observation
Dates
(Quarterly)

The Notes will be subject to an automatic call if the closing level of each underlying asset on any
observation date, including the final valuation date, is equal to or greater than its call threshold level.

If the Notes are subject to an automatic call, UBS will pay on the call settlement date a cash payment
per Note equal to the call price for the relevant observation date. Following an automatic call, no
further payments will be made on the Notes.

 ↓

Maturity Date

The final level of each underlying asset is observed on the final valuation date and the underlying
return of each underlying asset is calculated.

If the Notes are not subject to an automatic call and the final level of each underlying asset is
equal to or greater than its downside threshold, UBS will pay you a cash payment that is equal to:

Principal Amount of $1,000

If the Notes are not subject to an automatic call and the final level of at least one underlying
asset is less than its downside threshold, UBS will pay you a cash payment that is less than the
principal amount, if anything, equal to:

$1,000 x (1 + Underlying Return of the Least Performing Underlying Asset)

In this scenario, you will suffer a percentage loss on your initial investment equal to the
underlying return of the least performing underlying asset, regardless of the underlying return
of any other underlying asset.

Investing in the Notes involves significant risks. You may lose a significant portion or all of your initial
investment. Any payment on the Notes, including any repayment of principal, is subject to the creditworthiness
of UBS. If UBS were to default on its payment obligations, you may not receive any amounts owed to you under
the Notes and you could lose all of your initial investment.

If the Notes are not subject to an automatic call, you may lose a significant portion or all of your initial
investment. Specifically, if the Notes are not subject to an automatic call and the final level of any underlying
asset is less than its downside threshold, you will lose a percentage of your principal amount equal to the
underlying return of the least performing underlying asset and, in extreme situations, you could lose all of your
initial investment. You will be exposed to the market risk of each underlying asset on each observation date,
including the final valuation date, and any decline in the level of one underlying asset may negatively affect
your return and will not be offset or mitigated by a lesser decline or any potential increase in the level of any
other underlying asset.

3 
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Key Risks
An investment in the Notes involves significant risks. Investing in the Notes is not equivalent to a hypothetical
investment in the least performing underlying asset or its underlying equity constituents. Some of the key risks that
apply to the Notes are summarized below, but we urge you to read the more detailed explanation of risks relating to
the Notes in the “Risk Factors” section of the accompanying product supplement. We also urge you to consult your
investment, legal, tax, accounting and other advisors before you invest in the Notes.

¨

Risk of loss at maturity — The Notes differ from ordinary debt securities in that UBS will not necessarily repay the
principal amount of the Notes at maturity. If the Notes are not subject to an automatic call and the final level of any
underlying asset is less than its downside threshold, you will lose a percentage of your principal amount equal to the
underlying return of the least performing underlying asset and, in extreme situations, you could lose all of your
initial investment.

¨

The contingent repayment of principal applies only at maturity — You should be willing to hold your Notes to
maturity. If you are able to sell your Notes prior to an automatic call or maturity in the secondary market, you may
have to sell them at a loss relative to your initial investment even if the level of each underlying asset at that time is
equal to or greater than its downside threshold and call threshold level. All payments on the Notes are subject to the
creditworthiness of UBS.

¨ No interest payments — UBS will not pay any interest with respect to the Notes.

¨

Your potential return on the Notes is limited to any call return and you will not participate in any
appreciation of any underlying asset or underlying equity constituent — The return potential of the Notes is
limited to the pre-specified call return resulting from an automatic call regardless of any appreciation of any
underlying asset. Investors will not participate in any appreciation in the closing level of any underlying asset from
its initial level. The Notes will only be subject to an automatic call if the closing level or the final level, as
applicable, of each underlying asset is equal to or greater than its call threshold level. In addition, because the call
return increases the longer the Notes have been outstanding, the call price payable with respect to earlier observation
dates is less than the call price payable with respect to later observation dates. The earlier a Note is subject to an
automatic call, the lower your return will be. Because the Notes may be subject to an automatic call as early as the
first potential call settlement date, the total return on the Notes could be less than if the Notes remained outstanding
until maturity. Furthermore, if the Notes are not subject to an automatic call and the final level of at least one
underlying asset is less than its downside threshold, you will be subject to the decline in the level of the least
performing underlying asset even though you cannot participate in any appreciation in the level of any underlying
asset. As a result, the return on an investment in the Notes could be less than the return on a hypothetical direct
investment in any or all of the underlying assets or underlying equity constituents. In addition, as an owner of the
Notes, you will not have voting rights or any other rights of a holder of any underlying equity constituent.
¨A higher call return rate or lower downside thresholds or call threshold levels may reflect greater expected
volatility of each underlying asset, and greater expected volatility generally indicates an increased risk of loss
at maturity — The economic terms for the Notes, including the call return rate, call threshold levels and downside
thresholds, are based, in part, on the expected volatility of each underlying asset at the time the terms of the Notes
are set. “Volatility” refers to the frequency and magnitude of changes in the level of each underlying asset. The greater
the expected volatility of each underlying asset as of the trade date, the greater the expectation is as of that date that
the closing level or the final level, as applicable, of each underlying asset could be less than its call threshold level
on any observation date (including the final valuation date) and that the final level of each underlying asset could be
less than its downside threshold on the final valuation date and, as a consequence, indicates an increased risk of the
Notes not being subject to an automatic call and an increased risk of loss, respectively. All things being equal, this
greater expected volatility will generally be reflected in a higher call return rate than the yield payable on our
conventional debt securities with a similar maturity or on otherwise comparable securities, and/or lower downside
thresholds and/or call threshold levels than those terms on otherwise comparable securities. Therefore, a relatively
higher call return rate may indicate an increased risk of loss. Further, relatively lower downside thresholds and/or
call threshold levels may not necessarily indicate that the Notes have a greater likelihood of a return of principal at
maturity and/or paying the call return. You should be willing to accept the downside market risk of the least

Edgar Filing: UBS AG - Form 424B2

10



performing underlying asset and the potential to lose a significant portion or all of your initial investment.

¨

Reinvestment risk — The Notes will be subject to an automatic call if the closing level of each underlying asset is
equal to or greater than its call threshold level on any observation date set forth herein. Because the Notes could be
subject to an automatic call as early as the first potential call settlement date, the term of your investment may be
limited. In the event that the Notes are subject to an automatic call, there is no guarantee that you would be able to
reinvest the proceeds at a comparable return and/or with a comparable call return rate for a similar level of risk. In
addition, to the extent you are able to reinvest such proceeds in an investment comparable to the Notes, you may
incur transaction costs such as dealer discounts and hedging costs built into the price of the new securities.
Generally, however, the longer the Notes remain outstanding, the less likely the Notes will be subject to an
automatic call due to the decline in the level of an underlying asset and the shorter time remaining for the level of
any such underlying asset to recover. Such periods generally coincide with a period of greater risk of principal loss
on your Notes.

¨

You are exposed to the market risk of each underlying asset — Your return on the Notes is not linked to a basket
consisting of the underlying assets. Rather, it will be contingent upon the performance of each underlying asset.
Unlike an instrument with a return linked to a basket of indices, common stocks or other underlying securities, in
which risk is mitigated and diversified among all of the components of the basket, you will be exposed equally to
the risks related to each underlying asset. Poor performance by any underlying asset over the term of the Notes will
negatively affect your return and will not be offset or mitigated by a positive performance by any other underlying
asset. For instance, you may receive a negative return equal to the underlying return of the least performing
underlying asset if the final level of any underlying asset is less than its downside threshold, even if the underlying
return of any other underlying asset is positive or has not declined as much. Accordingly, your investment is subject
to the market risk of each underlying asset.

¨

Because the Notes are linked to the least performing underlying asset, you are exposed to a greater risk of not
receiving the call return and losing a significant portion or all of your initial investment at maturity than if
the Notes were linked to a single underlying asset or fewer underlying assets — The risk that you will not receive
the call return and will lose a significant portion or all of your initial investment in the Notes is greater if you invest
in the Notes than the risk of investing in substantially similar securities that are linked to the performance of only
one underlying asset or fewer underlying assets, as applicable. With more underlying assets, it is more likely that the
closing level or final level of any underlying asset will be less than its call threshold level or downside threshold on
any observation date or the final valuation date, respectively, than if the Notes were linked to a single underlying
asset or fewer underlying assets, as applicable.
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In addition, the lower the correlation is between the performance of a pair of underlying assets, the more likely it is
that one of the underlying assets will decline in value to a closing level or final level, as applicable, that is less than its
call threshold level or downside threshold on any observation date or on the final valuation date. Although the
correlation of the underlying assets’ performance may change over the term of the Notes, the economic terms of the
Notes, including the call return rate, downside thresholds and call threshold levels are determined, in part, based on
the correlation of the underlying assets’ performance calculated using our internal models at the time when the terms of
the Notes are finalized. All things being equal, a higher call return rate and lower downside thresholds and call
threshold levels are generally associated with lower correlation of the underlying assets. Therefore, if the performance
of a pair of underlying assets is not correlated to each other or is negatively correlated, the risk that you will not
receive the call return or that the final level of any underlying asset is less than its downside threshold will occur is
even greater despite a lower call threshold level and downside threshold. Therefore, it is more likely that you will not
receive the call return and that you will lose a significant portion or all of your initial investment at maturity.

¨

Credit risk of UBS — The Notes are unsubordinated, unsecured debt obligations of UBS and are not, either directly
or indirectly, an obligation of any third party. Any payment to be made on the Notes, including any repayment of
principal, depends on the ability of UBS to satisfy its obligations as they come due. As a result, UBS’ actual and
perceived creditworthiness may affect the market value of the Notes. If UBS were to default on its obligations, you
may not receive any amounts owed to you under the terms of the Notes and you could lose all of your initial
investment.

¨

Market risk — The return on the Notes, which may be negative, is directly linked to the performance of the
underlying assets and indirectly linked to the performance of the underlying equity constituents. The levels of the
underlying assets can rise or fall sharply due to factors specific to each underlying asset or its underlying equity
constituents and their respective issuers (each, an “underlying constituent issuer”), such as stock or commodity price
volatility, earnings and financial conditions, corporate, industry and regulatory developments, management changes
and decisions and other events, as well as general market factors, such as general stock or commodity market levels
and volatility, interest rates and economic and political conditions.

¨ Fair value considerations.

○

The issue price you pay for the Notes exceeds their estimated initial value — The issue price you pay for the Notes
exceeds their estimated initial value as of the trade date due to the inclusion in the issue price of the underwriting
discount, hedging costs, issuance costs and projected profits. As of the close of the relevant markets on the trade date,
we have determined the estimated initial value of the Notes by reference to our internal pricing models and the
estimated initial value of the Notes is set forth in this pricing supplement. The pricing models used to determine the
estimated initial value of the Notes incorporate certain variables, including the levels of the underlying assets and
underlying equity constituents, the volatility of the underlying assets, any dividends paid on the underlying equity
constituents, the correlation among the underlying assets and the underlying equity constituents, as applicable,
prevailing interest rates, the term of the Notes and our internal funding rate. Our internal funding rate is typically
lower than the rate we would pay to issue conventional fixed or floating rate debt securities of a similar term. The
underwriting discount, hedging costs, issuance costs, projected profits and the difference in rates will reduce the
economic value of the Notes to you. Due to these factors, the estimated initial value of the Notes as of the trade date
is less than the issue price you pay for the Notes.

○

The estimated initial value is a theoretical price; the actual price that you may be able to sell your Notes in any
secondary market (if any) at any time after the trade date may differ from the estimated initial value — The
value of your Notes at any time will vary based on many factors, including the factors described above and in “—
Market risk” above and is impossible to predict. Furthermore, the pricing models that we use are proprietary and rely
in part on certain assumptions about future events, which may prove to be incorrect. As a result, after the trade date,
if you attempt to sell the Notes in the secondary market, the actual value you would receive may differ, perhaps
materially, from the estimated initial value of the Notes determined by reference to our internal pricing models. The
estimated initial value of the Notes does not represent a minimum or maximum price at which we or any of our
affiliates would be willing to purchase your Notes in any secondary market at any time.
○
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Our actual profits may be greater or less than the differential between the estimated initial value and the issue
price of the Notes as of the trade date — We may determine the economic terms of the Notes, as well as hedge our
obligations, at least in part, prior to the trade date. In addition, there may be ongoing costs to us to maintain and/or
adjust any hedges and such hedges are often imperfect. Therefore, our actual profits (or potentially, losses) in issuing
the Notes cannot be determined as of the trade date and any such differential between the estimated initial value and
the issue price of the Notes as of the trade date does not reflect our actual profits. Ultimately, our actual profits will
be known only at the maturity of the Notes.

¨ Limited or no secondary market and secondary market price considerations.

○

There may be little or no secondary market for the Notes — The Notes will not be listed or displayed on any
securities exchange or any electronic communications network. UBS Securities LLC and its affiliates intend, but are
not required, to make a market for the Notes and may stop making a market at any time. If you are able to sell your
Notes prior to maturity, you may have to sell them at a substantial loss. Furthermore, there can be no assurance that a
secondary market for the Notes will develop. The estimated initial value of the Notes does not represent a minimum
or maximum price at which we or any of our affiliates would be willing to purchase your Notes in any secondary
market at any time.

○

The price at which UBS Securities LLC and its affiliates may offer to buy the Notes in the secondary market
(if any) may be greater than UBS’ valuation of the Notes at that time, greater than any other secondary market
prices provided by unaffiliated dealers (if any) and, depending on your broker, greater than the valuation
provided on your customer account statements — For a limited period of time following the issuance of the Notes,
UBS Securities LLC or its affiliates may offer to buy or sell such Notes at a price that exceeds (i) our valuation of the
Notes at that time based on our internal pricing models, (ii) any secondary market prices provided by unaffiliated
dealers (if any) and (iii) depending on your broker, the valuation provided on customer account statements. The price
that UBS Securities LLC may initially offer to buy such Notes following issuance will exceed the valuations
indicated by our internal pricing models due to the inclusion for a limited period of time of the aggregate value of the
underwriting discount, hedging costs, issuance costs and theoretical projected trading profit. The portion of such
amounts included in our price will decline to zero on a straight line basis over a period ending no later than the date
specified under “Supplemental Plan of Distribution (Conflicts of Interest); Secondary Markets (if any).” Thereafter, if
UBS Securities LLC or an affiliate makes secondary markets in the Notes, it will do so at prices that reflect our
estimated value determined by reference to our internal pricing models at that time. The temporary positive
differential relative to our internal pricing models arises from requests from and arrangements made by UBS
Securities LLC with the
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selling agents of structured debt securities such as the Notes. As described above, UBS Securities LLC and its
affiliates intend, but are not required, to make a market for the Notes and may stop making a market at any time. The
price at which UBS Securities LLC or an affiliate may make secondary markets at any time (if at all) will also reflect
its then current bid-ask spread for similar sized trades of structured debt securities. UBS Securities LLC reflects this
temporary positive differential on their customer statements. Investors should inquire as to the valuation provided on
customer account statements provided by unaffiliated dealers.

○

Economic and market factors affecting the terms and market price of Notes prior to maturity — Because
structured notes, including the Notes, can be thought of as having a debt component and a derivative component,
factors that influence the values of debt instruments and options and other derivatives will also affect the terms and
features of the Notes at issuance and the market price of the Notes prior to maturity. These factors include the levels
of the underlying assets and the underlying equity constituents; the volatility of each underlying asset and the
underlying equity constituents; any dividends paid on the underlying equity constituents; the correlation among the
underlying assets; the time remaining to the maturity of the Notes; interest rates in the markets; geopolitical
conditions and economic, financial, political, force majeure and regulatory or judicial events; whether each
underlying asset is currently or has been less than its call threshold level; the availability of comparable instruments;
the creditworthiness of UBS; the then current bid-ask spread for the Notes and the factors discussed under “— Potential
conflict of interest” below. These and other factors are unpredictable and interrelated and may offset or magnify each
other.

○

Impact of fees and the use of internal funding rates rather than secondary market credit spreads on secondary
market prices — All other things being equal, the use of the internal funding rates described above under “—Fair value
considerations” as well as the inclusion in the issue price of the underwriting discount, hedging costs, issuance costs
and any projected profits are, subject to the temporary mitigating effect of UBS Securities LLC’s and its affiliates’
market making premium, expected to reduce the price at which you may be able to sell the Notes in any secondary
market.

¨

The Notes are subject to non-U.S. securities market risk — The Notes are subject to risks associated with non-U.S.
companies and non-U.S. securities markets because the EURO STOXX 50® Index is comprised of stocks of
non-U.S. companies that are traded on various non-U.S. exchanges. Generally, non-U.S. securities markets may be
more volatile than U.S. securities markets, and market developments may affect non-U.S. markets differently from
U.S. securities markets. Direct or indirect government intervention to stabilize these non-U.S. markets, as well as
cross shareholdings in non-U.S. companies, may affect trading prices and volumes in those markets. There is
generally less publicly available information about non-U.S. companies than about those U.S. companies that are
subject to the reporting requirements of the SEC, and non-U.S. companies are subject to accounting, auditing and
financial reporting standards and requirements that differ from those applicable to U.S. reporting companies.
Securities prices in non-U.S. countries are subject to political, economic, financial and social factors that may be
unique to the particular country. These factors, which could negatively affect the non-U.S. securities markets,
include the possibility of recent or future changes in the non-U.S. government’s economic and fiscal policies, the
possible imposition of, or changes in, currency exchange laws or other non-U.S. laws or restrictions applicable to
non-U.S. companies or investments in non-U.S. equity securities and the possibility of fluctuations in the rate of
exchange between currencies. The United Kingdom has voted to leave the European Union (popularly known as
“Brexit”). The effect of Brexit is uncertain, and Brexit has and may continue to contribute to volatility in the prices of
securities of companies located in Europe and currency exchange rates, including the valuation of the euro and
British pound in particular. Moreover, certain aspects of a particular non-U.S. economy may differ favorably or
unfavorably from the U.S. economy in important respects, such as growth of gross national product, rate of inflation,
capital reinvestment, resources and self-sufficiency.

¨

The Notes are subject to currency exchange risk— The Notes are subject to currency exchange rate risks because
the value of your Notes will not be adjusted for exchange rate fluctuations between the U.S. dollar and the
currencies in which the underlying equity constituents of the EURO STOXX 50® Index are based. Therefore, if the
applicable currencies appreciate or depreciate relative to the U.S. dollar over the term of the Notes, you will not
receive any additional payment or incur any reduction in your return, if any, at maturity.
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¨

There can be no assurance that the investment view implicit in the Notes will be successful — It is impossible to
predict whether and the extent to which the levels of the underlying assets will rise or fall and there can be no
assurance that the closing level or the final level, as applicable, of each underlying asset will be equal to or greater
than its call threshold level on any observation date (including the final valuation date), or, if the Notes are not
subject to an automatic call, that the final level of each underlying asset will be equal to or greater than its downside
threshold. The levels of the underlying assets will be influenced by complex and interrelated political, economic,
financial and other factors that affect the underlying constituent issuers. You should be willing to accept the risks
associated with the relevant markets tracked by each such underlying asset in general and its underlying equity
constituents in particular, and the risk of losing a significant portion or all of your initial investment.

¨

The underlying assets reflect price return, not total return — The return on your Notes is based on the
performance of the underlying assets, which reflect the changes in the market prices of the underlying equity
constituents. It is not, however, linked to a “total return” index or strategy, which, in addition to reflecting those price
returns, would also reflect dividends paid on the underlying equity constituents. The return on your Notes will not
include such a total return feature or dividend component.

¨

Changes affecting the underlying assets could have an adverse effect on the value of the Notes — The policies of
each index sponsor as specified under “Information About the Underlying Assets” (together, the "index sponsors"),
concerning additions, deletions and substitutions of the underlying equity constituents and the manner in which the
index sponsor takes account of certain changes affecting those underlying equity constituents may adversely affect
the levels of the underlying assets. The policies of the index sponsors with respect to the calculation of the
underlying assets could also adversely affect the levels of the underlying assets. The index sponsors may discontinue
or suspend calculation or dissemination of the underlying assets. Any such actions could have an adverse effect on
the value of the Notes.

¨

UBS cannot control actions by the index sponsors and the index sponsors have no obligation to consider your
interests — UBS and its affiliates are not affiliated with the index sponsors and have no ability to control or predict
their actions, including any errors in or discontinuation of public disclosure regarding methods or policies relating to
the calculation of the underlying assets. The index sponsors are not involved in the Notes offering in any way and
has no obligation to consider your interest as an owner of the Notes in taking any actions that might affect the
market value of your Notes.

¨

Potential UBS impact on an underlying asset or any underlying equity constituent — Trading or transactions by
UBS or its affiliates in an underlying asset or underlying equity constituent, listed and/or over-the-counter options,
futures, exchange-traded funds or other instruments with returns linked to the performance of that underlying asset
or any underlying equity constituent, may adversely affect the market price(s) or level(s) of the applicable
underlying asset on any observation date, including the final valuation date and, therefore, the market value of the
Notes, any payout pursuant to an automatic call or at maturity.

6 

Edgar Filing: UBS AG - Form 424B2

15



¨

Potential conflict of interest — UBS and its affiliates may engage in business with any underlying constituent issuer,
which may present a conflict between the obligations of UBS and you, as a holder of the Notes. There are also
potential conflicts of interest between you and the calculation agent, which will be an affiliate of UBS and which
will make potentially subjective judgments. The calculation agent will determine whether the Notes are subject to an
automatic call and the payment at maturity of the Notes, if any, based on observed levels of the underlying assets.
The calculation agent can postpone the determination of the terms of the Notes on the trade date, or the closing level
of any underlying asset on any observation date (including the final valuation date). As UBS determines the
economic terms of the Notes, including the call return rate, call threshold levels and downside thresholds, and such
terms include the underwriting discount, hedging costs, issuance costs and projected profits, the Notes represent a
package of economic terms. There are other potential conflicts of interest insofar as an investor could potentially get
better economic terms if that investor entered into exchange-traded and/or OTC derivatives or other instruments
with third parties, assuming that such instruments were available and the investor had the ability to assemble and
enter into such instruments.

Additionally, UBS and its affiliates act in various capacities with respect to the Notes, including as a principal, agent
or dealer in connection with the sale of the Notes. Such affiliates, and any other third-party dealers, will derive
compensation from the distribution of the Notes and such compensation may serve as an incentive to sell these Notes
instead of other investments. Furthermore, given that UBS Securities LLC and its affiliates temporarily maintain a
market making premium, it may have the effect of discouraging UBS Securities LLC and its affiliates from
recommending sale of your Notes in the secondary market.

¨

Potentially inconsistent research, opinions or recommendations by UBS — UBS and its affiliates publish research
from time to time on financial markets and other matters that may influence the value of the Notes, or express
opinions or provide recommendations that are inconsistent with purchasing or holding the Notes. Any research,
opinions or recommendations expressed by UBS or its affiliates may not be consistent with each other and may be
modified from time to time without notice. Investors should make their own independent investigation of the merits
of investing in the Notes and the underlying assets to which the Notes are linked.

¨
The Notes are not bank deposits — An investment in the Notes carries risks which are very different from the risk
profile of a bank deposit placed with UBS or its affiliates. The Notes have different yield and/or return, liquidity and
risk profiles and would not benefit from any protection provided to deposits.
¨If UBS experiences financial difficulties, FINMA has the power to open restructuring or liquidation
proceedings in respect of, and/or impose protective measures in relation to, UBS, which proceedings or
measures may have a material adverse effect on the terms and market value of the Notes and/or the ability of
UBS to make payments thereunder — The Swiss Financial Market Supervisory Authority ("FINMA") has broad
statutory powers to take measures and actions in relation to UBS if (i) it concludes that there is justified concern that
UBS is over-indebted or has serious liquidity problems or (ii) UBS fails to fulfil the applicable capital adequacy
requirements (whether on a standalone or consolidated basis) after expiry of a deadline set by FINMA. If one of
these pre-requisites is met, FINMA is authorized to open restructuring proceedings or liquidation (bankruptcy)
proceedings in respect of, and/or impose protective measures in relation to, UBS. The Swiss Banking Act grants
significant discretion to FINMA in connection with the aforementioned proceedings and measures. In particular, a
broad variety of protective measures may be imposed by FINMA, including a bank moratorium or a maturity
postponement, which measures may be ordered by FINMA either on a stand-alone basis or in connection with
restructuring or liquidation proceedings. The resolution regime of the Swiss Banking Act is further detailed in the
FINMA Banking Insolvency Ordinance ("BIO-FINMA"). In a restructuring proceeding, FINMA, as resolution
authority, is competent to approve the resolution plan. The resolution plan may, among other things, provide for (a)
the transfer of all or a portion of UBS's assets, debts, other liabilities and contracts (which may or may not include
the contractual relationship between UBS and the holders of Notes) to another entity, (b) a stay (for a maximum of
two business days) on the termination of contracts to which UBS is a party, and/or the exercise of (w) rights to
terminate, (x) netting rights, (y) rights to enforce or dispose of collateral or (z) rights to transfer claims, liabilities or
collateral under contracts to which UBS is a party, (c) the conversion of UBS's debt and/or other obligations,
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including its obligations under the Notes, into equity (a "debt-to-equity" swap), and/or (d) the partial or full write-off
of obligations owed by UBS (a "write-off"), including its obligations under the Notes. The BIO-FINMA provides
that a debt-to-equity swap and/or a write-off of debt and other obligations (including the Notes) may only take place
after (i) all debt instruments issued by UBS qualifying as additional tier 1 capital or tier 2 capital have been
converted into equity or written-off, as applicable, and (ii) the existing equity of UBS has been fully cancelled.
While the BIO-FINMA does not expressly address the order in which a write-off of debt instruments other than debt
instruments qualifying as additional tier 1 capital or tier 2 capital should occur, it states that debt-to-equity swaps
should occur in the following order: first, all subordinated claims not qualifying as regulatory capital; second, all
other claims not excluded by law from a debt-to-equity swap (other than deposits); and third, deposits (in excess of
the amount privileged by law). However, given the broad discretion granted to FINMA as the resolution authority,
any restructuring plan in respect of UBS could provide that the claims under or in connection with the Notes will be
partially or fully converted into equity or written-off, while preserving other obligations of UBS that rank pari passu
with, or even junior to, UBS's obligations under the Notes. Consequently, holders of Notes may lose all of some of
their investment in the Notes. In the case of restructuring proceedings with respect to a systemically important Swiss
bank (such as UBS), the creditors whose claims are affected by the restructuring plan will not have a right to vote
on, reject, or seek the suspension of the restructuring plan. In addition, if a restructuring plan has been approved by
FINMA, the rights of a creditor to seek judicial review of the restructuring plan (e.g., on the grounds that the plan
would unduly prejudice the rights of holders of Notes or otherwise be in violation of the Swiss Banking Act) are
very limited. In particular, a court may not suspend the implementation of the restructuring plan. Furthermore, even
if a creditor successfully challenges the restructuring plan, the court can only require the relevant creditor to be
compensated ex post and there is currently no guidance as to on what basis such compensation would be calculated
or how it would be funded.

¨

Uncertain tax treatment — Significant aspects of the tax treatment of the Notes are uncertain. You should consult
your tax advisor about your tax situation. See “What are the Tax Consequences of the Securities” herein and “Material
U.S. Federal Income Tax Consequences”, including the section “—Securities Treated as Prepaid Derivatives or Prepaid
Forwards”, in the accompanying product supplement.
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Hypothetical Examples of How the Notes Might Perform
The below examples are based on hypothetical terms. The actual terms are indicated on the cover hereof.

The examples below illustrate the payment upon a call or at maturity for a $1,000 Note on a hypothetical offering of
the Notes, with the following assumptions (amounts may have been rounded for ease of reference):

Principal Amount: $1,000
Term: Approximately 5 years
Call return rate: 12.50% per annum (or 3.125% per quarter)
Observation Dates: Quarterly
Initial Level:
     Underlying Asset A: 25,000
     Underlying Asset B: 3,500
Call Threshold Level:
     Underlying Asset A: 25,000 (which is 100% of the Initial Level)
     Underlying Asset B: 3,500 (which is 100% of the Initial Level)
Downside Threshold:
     Underlying Asset A: 15,000 (which is 60.00% of the Initial Level)
     Underlying Asset B: 2,100 (which is 60.00% of the Initial Level)
Example 1 — The Closing Level of each Underlying Asset is equal to or greater than its Call Threshold Level on
the Observation Date corresponding to the first Potential Call Settlement Date.

Date Closing Level Payment (per Note)

First Observation Date

Underlying Asset A: 25,000 (equal to or greater than Call Threshold
Level)

Underlying Asset B: 3,530 (equal to or greater than Call Threshold
Level)

$1,031.25 (call price)

Total Payment $1,031.25 (3.125%
total return)

Because the Notes are subject to an automatic call on the first potential call settlement date (which is approximately
three months after the trade date), UBS will pay on the call settlement date a total of $1,031.25 per Note (reflecting
your principal amount plus the applicable call return), a 3.125% total return on the Notes. You will not receive any
further payments on the Notes.

Example 2 — The Final Level of each Underlying Asset is equal to or greater than its Call Threshold Level on the
Final Valuation Date.

Date Closing Level Payment (per Note)

First Observation Date

Underlying Asset A: 24,000 (less than Call Threshold
Level)

Underlying Asset B: 3,000 (less than Call Threshold
Level)

$0

Second Observation Date

Underlying Asset A: 26,000 (equal to or greater than
Call Threshold Level)

Underlying Asset B: 2,850 (less than Call Threshold
Level)

$0

$0
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Third through Nineteenth
Observation Dates

Underlying Asset A: Various (all less than Call
Threshold Level)

Underlying Asset B: Various (all less than Call
Threshold Level)

Final Valuation Date

Underlying Asset A: 27,000 (equal to or greater than
Call Threshold Level)

Underlying Asset B: 3,500 (equal to or greater than
Call Threshold Level)

$1,625.00 (call price)

Total Payment $1,625.00 (62.50% total
return)

Because the Notes are subject to an automatic call on the final valuation date (which is approximately five years after
the trade date), UBS will pay on the call settlement date a total of $1,625.00 per Note (reflecting your principal
amount plus the applicable call return), a 62.50% total return on the Notes. You will not receive any further payments
on the Notes.

8 (1) the repayment of other borrowings, (2) actual maintenance capital expenditures or expansion capital
expenditures, (3) transaction expenses (including taxes) related to interim capital transactions or (4) distributions; less

� estimated maintenance capital expenditures and the amount of cash reserves (including our proportionate share of cash reserves of
certain subsidiaries we do not wholly own) established by our general partner to provide funds for future operating expenditures.

As described above, operating surplus includes a provision that enables us, if we choose, to distribute as operating surplus up to $10 million of
cash we have received or will receive from non-operating sources since the time of our initial public offering, such as asset sales, issuances of
securities and long-term borrowings, that would otherwise be distributed as capital surplus. In addition, the effect of including, as described
above, certain cash distributions on equity securities or interest payments on debt in operating surplus would also be to increase operating
surplus by the amount of any such cash distributions or interest payments. As a result, we may distribute as operating surplus up to the amount
of any such cash distributions or interest payments of cash we receive from non-operating sources.

Capital Expenditures

For purposes of determining operating surplus, maintenance capital expenditures are those capital expenditures required to maintain over the
long term the operating capacity of or the revenue generated by capital assets, and expansion capital expenditures are those capital expenditures
that increase the operating capacity of or the revenue generated by capital assets. To the extent, however, that capital expenditures associated
with acquiring a new vessel increase the revenues or the operating capacity of our fleet, those capital expenditures would be classified as
expansion capital expenditures.

Examples of maintenance capital expenditures include capital expenditures associated with drydocking a vessel or acquiring a new vessel to the
extent such expenditures are incurred to maintain the operating capacity of or the revenue generated by our fleet. Maintenance capital
expenditures also include interest (and related fees) on debt incurred and distributions on equity issued to finance the construction of a
replacement vessel and paid during the construction period, which we define as the period beginning on the date of entry into a binding
construction contract and ending on the earlier of the date that the replacement vessel commences commercial service or the date that the
replacement vessel is abandoned or disposed of. Debt incurred to pay or equity issued to fund construction period interest payments, and
distributions on such equity, are also considered maintenance capital expenditures.

Because maintenance capital expenditures can be very large and vary significantly in timing, the amount of our actual maintenance capital
expenditures may differ substantially from period to period, which could cause similar fluctuations in the amounts of operating surplus, adjusted
operating surplus, and available cash for distribution to our unitholders if we subtracted actual maintenance capital expenditures from operating
surplus each quarter. Accordingly, to eliminate the effect on operating surplus of these fluctuations, our partnership agreement requires that an
amount equal to an estimate of the average quarterly maintenance capital expenditures necessary to maintain the operating capacity of or the
revenue generated by our capital assets over the long term be subtracted from operating surplus each quarter, as opposed to the actual amounts
spent. The amount of estimated maintenance capital expenditures deducted from operating surplus is subject to review and change by the board
of directors of our general partner at least once a year, provided that any change must be approved by the board�s conflicts committee. The
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estimate is made at least annually and whenever an event occurs that is likely to result in a material adjustment to the amount of our maintenance
capital expenditures, such as a major acquisition or the introduction of new governmental regulations that will affect our fleet. For purposes of
calculating operating surplus, any adjustment to this estimate is prospective only.
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The use of estimated maintenance capital expenditures in calculating operating surplus has the following effects:

� it reduces the risk that actual maintenance capital expenditures in any one quarter will be large enough to make operating surplus less
than the minimum quarterly distribution to be paid on all the units for that quarter and subsequent quarters;

� it reduces the need for us to borrow under our working capital facility to pay distributions; and

� it is more difficult for us to raise our distribution on our units above the minimum quarterly distribution and pay incentive
distributions to our general partner.

Definition of Capital Surplus

Capital surplus generally is generated only by:

� borrowings other than working capital borrowings;

� sales of debt and equity securities; and

� sales or other dispositions of assets for cash, other than inventory, accounts receivable and other current assets sold in the ordinary
course of business or non-current assets sold as part of normal retirements or replacements of assets.

Characterization of Cash Distributions

We treat all available cash distributed as coming from operating surplus until the sum of all available cash distributed since we began operations
equals the operating surplus as of the most recent date of determination of available cash. We treat any amount distributed in excess of operating
surplus, regardless of its source, as capital surplus. As described above, operating surplus does not reflect actual cash on hand that is available
for distribution to our unitholders. For example, it includes a provision that enables us, if we choose, to distribute as operating surplus up to
$10 million of cash we have received or will receive from non-operating sources since the time of our initial public offering, such as asset sales,
issuances of securities and long-term borrowings that would otherwise be distributed as capital surplus. We do not anticipate that we will make
any distributions from capital surplus.

Distributions of Available Cash From Operating Surplus

We make distributions of available cash from operating surplus in the following manner:

� first, 98% to all unitholders, pro rata, and 2% to our general partner, until we distribute for each outstanding unit an amount equal to
the minimum quarterly distribution for that quarter; and

� thereafter, in the manner described in �Incentive Distribution Rights� below.
Incentive Distribution Rights

Incentive distribution rights represent the right to receive an increasing percentage of quarterly distributions of available cash from operating
surplus after the minimum quarterly distribution and the target distribution levels have been achieved. Our general partner currently holds the
incentive distribution rights, but may transfer these rights separately from its general partner interest. Except for transfers of incentive
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distribution rights to an affiliate or another entity as part of our general partner�s merger or consolidation with or into, or sale of all or
substantially all of its assets to such entity, the approval of a majority of our common units (excluding common units held by our general partner
and its affiliates), voting separately as a class, generally is required for a transfer of the incentive distributions rights to a third party prior to
March 31, 2015. Any transfer by our general partner of the incentive distribution rights would not change the percentage allocations of quarterly
distributions with respect to such rights.
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Percentage Allocations of Available Cash From Operating Surplus

The following table illustrates the percentage allocations of available cash from operating surplus between the unitholders and our general
partner up to the various target distribution levels. The amounts set forth under �Marginal Percentage Interest in Distributions� are the percentage
interests of the unitholders and our general partner in any available cash from operating surplus we distribute up to and including the
corresponding amount in the column �Total Quarterly Distribution Target Amount,� until available cash from operating surplus we distribute
reaches the next target distribution level, if any. The percentage interests shown for the unitholders and our general partner for the minimum
quarterly distribution are also applicable to quarterly distribution amounts that are less than the minimum quarterly distribution. The percentage
interests shown for our general partner include its 2% general partner interest and assume our general partner has not transferred the incentive
distribution rights.

Marginal Percentage Interest in
DistributionsTotal Quarterly Distribution Target

Amount Unitholders General Partner
Minimum Quarterly Distribution $0.4125 98% 2% 
First Target Distribution up to $0.4625 98 2
Second Target Distribution above $0.4625 up to $0.5375 85 15
Third Target Distribution above $0.5375 up to $0.6500 75 25
Thereafter above $0.6500 50 50

Distributions From Capital Surplus

How Distributions From Capital Surplus Are Made

We make distributions of available cash from capital surplus, if any, in the following manner:

� first, 98% to all unitholders, pro rata, and 2% to our general partner, until we distribute for each common unit an amount of available
cash from capital surplus equal to the initial public offering price of our common units; and

� thereafter, we make all distributions of available cash from capital surplus as if they were from operating surplus.
The preceding paragraph is based on the assumption that we do not issue additional classes of equity securities.

Effect of a Distribution From Capital Surplus

Our partnership agreement treats a distribution of capital surplus as the repayment of the initial unit price from our initial public offering on
May 10, 2005, which is a return of capital. That initial public offering price less any distributions of capital surplus per unit is referred to as the
�unrecovered initial unit price.� Each time a distribution of capital surplus is made, the minimum quarterly distribution and the target distribution
levels will be reduced in the same proportion as the corresponding reduction in the unrecovered initial unit price. Because distributions of capital
surplus will reduce the minimum quarterly distribution, after any of these distributions are made, it may be easier for our general partner to
receive incentive distributions. However, any distribution of capital surplus before the unrecovered initial unit price is reduced to zero cannot be
applied to the payment of the minimum quarterly distribution.

Once we distribute capital surplus on a unit issued in our initial public offering in an amount equal to the initial unit price, we will reduce the
minimum quarterly distribution and the target distribution levels to zero. We will then make all future distributions from operating surplus, with
50% being paid to the holders of units and 50% to our general partner. The percentage interests shown for our general partner include its 2%
general partner interest and assume the general partner has not transferred the incentive distribution rights.

Adjustment to the Minimum Quarterly Distribution and Target Distribution Levels

In addition to adjusting the minimum quarterly distribution and target distribution levels to reflect a distribution of capital surplus, if we combine
our units into fewer units or subdivide our units into a greater number of units, we will proportionately adjust:
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� the minimum quarterly distribution;

� the target distribution levels; and

� the unrecovered initial unit price.
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For example, if a two-for-one split of the common units should occur, the minimum quarterly distribution, the target distribution levels and the
unrecovered initial unit price would each be reduced to 50% of its initial level. We will not make any adjustment by reason of the issuance of
additional units for cash or property.

In addition, if legislation is enacted or if existing law is modified or interpreted by a governmental taxing authority so that we become taxable as
a corporation or otherwise subject to taxation as an entity for federal, state or local income tax purposes, our partnership agreement specifies that
the minimum quarterly distribution and the target distribution levels for each quarter will be reduced by multiplying each distribution level by a
fraction, the numerator of which is available cash for that quarter and the denominator of which is the sum of available cash for that quarter plus
our general partner�s estimate of our aggregate liability for the quarter for such income taxes payable by reason of such legislation or
interpretation. To the extent that the actual tax liability differs from the estimated tax liability for any quarter, the difference will be accounted
for in subsequent quarters.

Distributions of Cash Upon Liquidation

General

If we dissolve in accordance with the partnership agreement, we will sell or otherwise dispose of our assets in a process called liquidation. We
will first apply the proceeds of liquidation to the payment of our creditors. We will distribute any remaining proceeds to the unitholders and our
general partner, in accordance with their capital account balances, as adjusted to reflect any gain or loss upon the sale or other disposition of our
assets in liquidation.

There may not be sufficient gain upon our liquidation to enable the holders of common units to fully recover their initial unit price plus the
minimum quarterly distribution for the quarter during which liquidation occurs. Any further net gain recognized upon liquidation will be
allocated in a manner that takes into account the incentive distribution rights of our general partner.

Manner of Adjustments for Gain

The manner of the adjustment for gain is set forth in the partnership agreement. We will allocate any gain to the partners in the following
manner:

� first, to our general partner and the holders of units who have negative balances in their capital accounts to the extent of and in
proportion to those negative balances;

� second, 98% to the common unitholders, pro rata, and 2% to our general partner, until the capital account for each common unit is
equal to the sum of:

(1) the unrecovered initial unit price;

(2) the amount of any unpaid minimum quarterly distribution for the quarter during which our liquidation occurs; and

� third, 98% to all unitholders, pro rata, and 2% to our general partner, until we allocate under this paragraph an amount per unit equal
to:

(1) the first target distribution per unit over the minimum quarterly distribution per unit for each quarter of our existence;
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(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the minimum
quarterly distribution per unit that we distributed 98% to the unitholders, pro rata, and 2% to our general partner, for each
quarter of our existence;

� fourth, 85% to all unitholders, pro rata, and 15% to our general partner, until we allocate under this paragraph an amount per unit
equal to:

(1) the sum of the excess of the second target distribution per unit over the first target distribution per unit for each quarter of our
existence; less

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the first target
distribution per unit that we distributed 85% to the unitholders, pro rata, and 15% to our general partner for each quarter of
our existence;
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� fifth, 75% to all unitholders, pro rata, and 25% to our general partner, until we allocate under this paragraph an amount per
unit equal to:

(1) the sum of the excess of the third target distribution per unit over the second target distribution per unit for each quarter of our
existence; less

(2) the cumulative amount per unit of any distributions of available cash from operating surplus in excess of the second target
distribution per unit that we distributed 75% to the unitholders, pro rata, and 25% to our general partner for each quarter of
our existence; and

� thereafter, 50% to all unitholders, pro rata, and 50% to our general partner.
The percentage interests set forth above for our general partner include its 2% general partner interest and assume the general partner has not
transferred the incentive distribution rights.

Manner of Adjustments for Losses

We will generally allocate any loss to our general partner and the unitholders in the following manner:

� first, 98% to the holders of common units in proportion to the positive balances in their capital accounts and 2% to our general
partner, until the capital accounts of the common unitholders have been reduced to zero; and

� thereafter, 100% to our general partner.
Adjustments to Capital Accounts

We will make adjustments to capital accounts upon the issuance of additional units. In doing so, we will allocate any unrealized and, for tax
purposes, unrecognized gain or loss resulting from the adjustments to the existing unitholders and our general partner in the same manner as we
allocate gain or loss upon liquidation. In the event that we make positive adjustments to the capital accounts upon the issuance of additional
units, we will allocate any later negative adjustments to the capital accounts resulting from the issuance of additional units or upon our
liquidation in a manner which results, to the extent possible, in our general partner�s and unitholders� capital account balances equaling the
amount which they would have been if no earlier positive adjustments to the capital accounts had been made.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following is a discussion of the material U.S. federal income tax considerations that may be relevant to prospective common unitholders
who are individual citizens or residents of the United States (or U.S. Individual Unitholders) and, unless otherwise noted in the following
discussion, is the opinion of Perkins Coie LLP, counsel to the general partner and us, insofar as it relates to matters of U.S. federal income tax
law and legal conclusions with respect to those matters. The opinion of our counsel is dependent on the accuracy of representations made by us
to them, including descriptions of our operations contained herein.

This discussion is based upon provisions of the U.S. Internal Revenue Code of 1986, as amended (or the Code), legislative history, applicable
U.S. Treasury Regulations (or Treasury Regulations), court decisions and administrative interpretations, all as in effect on the date of this
prospectus, and which are subject to change, possibly with retroactive effect. Changes in these authorities may cause the tax consequences to
vary substantially from the consequences described below. Unless the context otherwise requires, references in this section to �we�, �our� or �us� are
references to Teekay LNG Partners L.P. and its direct or indirect wholly owned subsidiaries that have properly elected to be disregarded as
entities separate from their owners for U.S. federal tax purposes other than subsidiaries which have properly elected to be disregarded as entities
separate from any of our corporate subsidiaries for U.S. federal tax purposes.

This discussion focuses on U.S. Individual Unitholders who hold their common units as a capital asset for tax purposes. This discussion does not
address all tax considerations that may be important to a particular unitholder in light of the unitholder�s circumstances, and has only limited
application to corporations, estates, trusts, non-U.S. persons or to certain categories of unitholders that may be subject to special tax rules, such
as:

� dealers in securities or currencies,

� traders in securities that have elected the mark-to-market method of accounting for their securities,

� persons whose functional currency is not the U.S. dollar,

� persons holding our common units as part of a hedge, straddle, conversion or other �synthetic security� or integrated transaction,

� certain U.S. expatriates,

� financial institutions,

� insurance companies,

� persons subject to the alternative minimum tax,

� persons that actually or under applicable constructive ownership rules own 10% or more of our common units, and

� entities that are tax-exempt for U.S. federal income tax purposes.
If a partnership (including any entity or arrangement treated as a partnership for U.S. federal income tax purposes) holds our common units, the
tax treatment of a partner generally will depend upon the status of the partner and the activities of the partnership. If you are a partner of a
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partnership holding our common units, you should consult your own tax advisor about the U.S. federal income tax consequences of owning and
disposing the common units.

Except as described below under �� Classification as a Partnership� and �� Taxation of our Subsidiary Corporation,� no ruling has been or will be
requested from the IRS regarding any matter affecting us or prospective unitholders. Instead, we will rely on opinions of Perkins Coie LLP.
Unlike a ruling, an opinion of counsel represents only that counsel�s best legal judgment and does not bind the IRS or the courts. Accordingly,
the opinions of Perkins Coie LLP may not be sustained by a court if contested by the IRS. For the reasons described below, Perkins Coie LLP
has not rendered an opinion with respect to the following specific U.S. federal income tax issues: (1) the treatment of a unitholder whose
common units are loaned to a short seller to cover a short sale of common units (please read � � Consequences of Unit Ownership � Treatment of
Short Sales�); (2) whether our method for depreciating Section 743 adjustments is sustainable in certain cases (please read �� Consequences of Unit
Ownership � Section 754 Election�); and (3) whether our monthly convention for allocating taxable income and losses is permitted by existing
Treasury Regulations (please read �� Disposition of Common Units � Allocations Between Transferors and Transferees�).
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This discussion does not address any U.S. estate or alternative minimum tax considerations or tax considerations arising under the laws of any
state, local or non-U.S. jurisdiction. Each unitholder is urged to consult its own tax advisor regarding the U.S. federal, state, local and other tax
consequences of the ownership or disposition of our common units.

Classification as a Partnership

For purposes of U.S. federal income taxation, a partnership is not a taxable entity, and although it may be subject to withholding taxes on behalf
of its partners under certain circumstances, a partnership itself incurs no U.S. federal income tax liability. Instead, each partner of a partnership
is required to take into account his share of items of income, gain, loss, deduction and credit of the partnership in computing his U.S. federal
income tax liability, regardless of whether cash distributions are made to him by the partnership. Distributions by a partnership to a partner
generally are not taxable unless the amount of cash distributed exceeds the partner�s adjusted tax basis in his partnership interest.

Section 7704 of the Code provides that publicly traded partnerships generally will be treated as corporations for U.S. federal income tax
purposes. However, an exception, referred to as the �Qualifying Income Exception,� exists with respect to publicly traded partnerships whose
�qualifying income� represents 90% or more of their gross income for every taxable year. Qualifying income includes income and gains derived
from the transportation and storage of crude oil, natural gas and products thereof, including liquefied natural gas. Other types of qualifying
income include interest (other than from a financial business), dividends, gains from the sale of real property and gains from the sale or other
disposition of capital assets held for the production of qualifying income, including stock. We have received a ruling from the IRS that we
requested in connection with our initial public offering that the income we derive from transporting LNG and crude oil pursuant to time charters
existing at the time of our initial public offering is qualifying income within the meaning of Section 7704. A ruling from the IRS, while
generally binding on the IRS, may under certain circumstances be revoked or modified by the IRS retroactively. With respect to income that is
not covered by the IRS ruling, we will rely upon the opinion of Perkins Coie LLP as to whether the income is qualifying income.

We estimate that less than 5% of our current income is not qualifying income; however, this estimate could change from time to time for various
reasons. Because we have not received an IRS ruling or an opinion of counsel that any (1) income we derive from transporting crude oil, natural
gas and products thereof, including LNG, pursuant to bareboat charters or (2) income or gain we recognize from foreign currency transactions, is
qualifying income, we are currently treating income from those sources as nonqualifying income. Under some circumstances, such as a
significant change in foreign currency rates, the percentage of income or gain from foreign currency transactions in relation to our total gross
income could be substantial. We do not expect income or gains from these sources and other income or gains that are not qualifying income to
constitute 10% or more of our gross income for U.S. federal income tax purposes. However, it is possible that the operation of certain of our
vessels pursuant to bareboat charters could, in the future, cause our non-qualifying income to constitute 10% or more of our future gross income
if such vessels were held in a pass-through structure. In order to preserve our status as a partnership for U.S. federal income tax purposes, we
have received a ruling from the IRS that effectively allows us to conduct our bareboat charter operations, as well as our LPG operations, in a
subsidiary corporation.

Perkins Coie LLP is of the opinion that, based upon the Code, Treasury Regulations, published revenue rulings and court decisions, the IRS
ruling and representations described below, we should be classified as a partnership for U.S. federal income tax purposes.

In rendering its opinion, Perkins Coie LLP has relied on factual representations made by us and the general partner, including:

� We have not elected and will not elect to be treated as a corporation for U.S. federal income tax purposes; and

� For each taxable year, at least 90% of our gross income will be either (a) income to which the IRS ruling described above applies or
(b) of a type that Perkins Coie LLP has opined or will opine should be �qualifying income� within the meaning of Section 7704(d) of
the Code.

The discussion that follows is based on the assumption that we will be treated as a partnership for U.S. federal income tax purposes. Please read ��
Possible Classification as a Corporation� below for a discussion of the consequences of our failing to be treated as a partnership for such
purposes.
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Status as a Partner

The treatment of unitholders described in this section applies only to unitholders treated as partners in us for U.S. federal income tax purposes.
Unitholders who have been properly admitted as limited partners of Teekay LNG Partners L.P. will be treated as partners in us for U.S. federal
income tax purposes. Also:

� assignees of common units who have executed and delivered transfer applications, and are awaiting admission as limited partners;
and

� unitholders whose common units are held in street name or by a nominee and who have the right to direct the nominee in the exercise
of all substantive rights attendant to the ownership of their common units will be treated as partners in us for U.S. federal income tax
purposes.

The status of assignees of common units who are entitled to execute and deliver transfer applications and thereby become entitled to direct the
exercise of attendant rights, but who fail to execute and deliver transfer applications, is unclear. Therefore, Perkins Coie LLP�s opinion does not
extend to these persons. In addition, a purchaser or other transferee of common units who does not execute and deliver a transfer application
may not receive some U.S. federal income tax information or reports furnished to record holders of common units, unless the common units are
held in a nominee or street name account and the nominee or broker has executed and delivered a transfer application for those common units.

Under certain circumstances, a beneficial owner of common units whose units have been loaned to another may lose his status as a partner with
respect to those units for U.S. federal income tax purposes. Please read �� Consequences of Unit Ownership � Treatment of Short Sales� below.

In general, a person who is not a partner in a partnership for U.S. federal income tax purposes is not required or permitted to report any share of
the partnership�s income, gain, deductions or losses for such purposes, and any cash distributions received by such a person from the partnership
therefore may be fully taxable as ordinary income. Unitholders not described here are urged to consult their own tax advisors with respect to
their status as partners in us for U.S. federal income tax purposes.

Consequences of Unit Ownership

Flow-through of Taxable Income. Each unitholder is required to include in computing his taxable income his allocable share of our items of
income, gains, loss, deductions and credit for our taxable year ending with or within his taxable year, without regard to whether we make
corresponding cash distributions to him. Our taxable year ends on December 31. Consequently, we may allocate income to a unitholder as of
December 31 of a given year, and the unitholder will be required to report this income on his tax return for his tax year that ends on or includes
such date, even if he has not received a cash distribution from us as of that date.

In addition, certain U.S. Individual Unitholders and estates or trusts that are U.S. persons as defined in the Code are required to pay an additional
3.8% tax on, among other things, the income allocated to them for taxable years beginning after December 31, 2012, subject to certain
exceptions. Unitholders should consult their tax advisors regarding the effect, if any, of this tax on their ownership of our common units.

Treatment of Distributions. Distributions by us to a unitholder generally will not be taxable to the unitholder for U.S. federal income tax
purposes to the extent of his tax basis in his common units immediately before the distribution. Our cash distributions in excess of a unitholder�s
tax basis generally will be considered to be gain from the sale or exchange of the common units, taxable in accordance with the rules described
under �� Disposition of Common Units� below. Any reduction in a unitholder�s share of our liabilities for which no partner, including the general
partner, bears the economic risk of loss, known as �nonrecourse liabilities,� will be treated as a distribution of cash to that unitholder. A decrease
in a unitholder�s percentage interest in us because of our issuance of additional common units will decrease his share of our nonrecourse
liabilities, and thus will result in a corresponding deemed distribution of cash. To the extent our distributions cause a unitholder�s �at risk� amount
to be less than zero at the end of any taxable year, he must recapture any losses deducted in previous years. Please read �� Limitations on
Deductibility of Losses.�

A non-pro rata distribution of money or property may result in ordinary income to a unitholder, regardless of his tax basis in his common units,
if the distribution reduces the unitholder�s share of our �unrealized receivables,� including depreciation recapture, and/or substantially appreciated
�inventory items,� both as defined in the Code (or, collectively, Section 751 Assets). To that extent, he will be treated as having been distributed
his proportionate share of the Section 751 Assets and having exchanged those assets with us in return for the non-pro rata portion of the actual
distribution made to him. This latter deemed exchange will generally result in the unitholder�s realization of ordinary income, which will equal
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the excess of (1) the non-pro rata portion of that distribution over (2) the unitholder�s tax basis for the share of Section 751 Assets deemed
relinquished in the exchange.

Basis of Common Units. A unitholder�s initial U.S. federal income tax basis for his common units will be the amount he paid for the common
units plus his share of our nonrecourse liabilities. That basis will be increased by his share of our income and by any increases in his share of our
nonrecourse liabilities and by his share of our tax-exempt income, if any, and decreased, but not below zero, by distributions from us, by the
unitholder�s share of our losses, by any decreases in his share of our nonrecourse liabilities and by his share of our expenditures that are not
deductible in computing taxable income and are not required to be capitalized. A unitholder will have no share of our debt that is recourse to the
general partner, but will have a share, generally based on his share of profits, of our nonrecourse liabilities.

21

Edgar Filing: UBS AG - Form 424B2

Table of Contents 32



Table of Contents

Limitations on Deductibility of Losses. The deduction by a unitholder of his share of our losses will be limited to the tax basis in his units and,
in the case of an individual unitholder or a corporate unitholder more than 50% of the value of the stock of which is owned directly or indirectly
by five or fewer individuals or some tax-exempt organizations, to the amount for which the unitholder is considered to be �at risk� with respect to
our activities, if that is less than his tax basis. In general, a unitholder will be at risk to the extent of the tax basis of his units, excluding any
portion of that basis attributable to his share of our nonrecourse liabilities, reduced by any amount of money he borrows to acquire or hold his
units, if the lender of those borrowed funds owns an interest in us, is related to the unitholder or can look only to the units for repayment. A
unitholder must recapture losses deducted in previous years to the extent that distributions cause his at risk amount to be less than zero at the end
of any taxable year. Losses disallowed to a unitholder or recaptured as a result of these limitations will carry forward and will be allowable to the
extent that his tax basis or at risk amount, whichever is the limiting factor, is subsequently increased. Upon the taxable disposition of a unit, any
gain recognized by a unitholder can be offset by losses that were previously suspended by the at risk limitation but may not be offset by losses
suspended by the basis limitation. Any excess suspended loss above that gain is no longer utilizable.

The passive loss limitations generally provide that individuals, estates, trusts and some closely-held corporations and personal service
corporations can deduct losses from a passive activity only to the extent of the taxpayer�s income from the same passive activity. Passive
activities generally are corporate or partnership activities in which the taxpayer does not materially participate. The passive loss limitations are
applied separately with respect to each publicly traded partnership. Consequently, any passive losses we generate only will be available to offset
our passive income generated in the future and will not be available to offset income from other passive activities or investments, including our
investments or investments in other publicly traded partnerships, or salary or active business income. Passive losses that are not deductible
because they exceed a unitholder�s share of income we generate may be deducted in full when he disposes of his entire investment in us in a fully
taxable transaction with an unrelated party. The passive activity loss rules are applied after other applicable limitations on deductions, including
the at risk rules and the basis limitation.

Dual consolidated loss restrictions also may apply to limit the deductibility by a corporate unitholder of losses we incur. Corporate unitholders
are urged to consult their own tax advisors regarding the applicability and effect to them of dual consolidated loss restrictions.

Limitations on Interest Deductions. The deductibility of a non-corporate taxpayer�s �investment interest expense� generally is limited to the
amount of that taxpayer�s �net investment income.� For this purpose, investment interest expense includes, among other things, a unitholder�s share
of our interest expense attributed to portfolio income. The IRS has indicated that net passive income earned by a publicly traded partnership will
be treated as net investment income to its unitholders. As a result, a unitholder�s share of our portfolio income will be treated as investment
income.

Entity-Level Collections. If we are required or elect under applicable law to pay any U.S. federal, state or local or foreign income or withholding
taxes on behalf of any present or former unitholder or the general partner, we are authorized to pay those taxes from our funds. That payment, if
made, will be treated as a distribution of cash to the partner on whose behalf the payment was made. If the payment is made on behalf of a
person whose identity cannot be determined, we are authorized to treat the payment as a distribution to all current unitholders. We are authorized
to amend the partnership agreement in the manner necessary to maintain uniformity of intrinsic tax characteristics of units and to adjust later
distributions, so that after giving effect to these distributions, the priority and characterization of distributions otherwise applicable under the
partnership agreement are maintained as nearly as is practicable. Payments by us as described above could give rise to an overpayment of tax on
behalf of an individual partner, in which event the partner would be required to file a claim in order to obtain a credit or refund of tax paid.

Allocation of Income, Gain, Loss, Deduction and Credit. In general, if we have a net profit, our items of income, gain, loss, deduction and
credit will be allocated among the general partner and the unitholders in accordance with their percentage interests in us. At any time that
incentive distributions are made to the general partner, gross income will be allocated to the general partner to the extent of these distributions. If
we have a net loss for the entire year, that loss generally will be allocated first to the general partner and the unitholders in accordance with their
percentage interests in us to the extent of their positive capital accounts and, second, to the general partner.

Specified items of our income, gain, loss and deduction will be allocated to account for any difference between the tax basis and fair market
value of any property held by the partnership immediately prior to an offering of common units, referred to in this discussion as �Adjusted
Property.� The effect of these allocations to a unitholder purchasing common units in an offering essentially will be the same as if the tax basis of
our assets were equal to their fair market value at the time of the offering. In addition, items of recapture income will be allocated to the extent
possible to the partner who was allocated the deduction giving rise to the treatment of that gain as recapture income in order to minimize the
recognition of ordinary income by some unitholders. Finally, although we do not expect that our operations will result in the creation of negative
capital accounts, if negative capital accounts nevertheless result, items of our income and gain will be allocated in an amount and manner to
eliminate the negative balance as quickly as possible.
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An allocation of items of our income, gain, loss, deduction or credit, other than an allocation required by the Code to eliminate the difference
between a partner�s �book� capital account, which is credited with the fair market value of Adjusted Property, and �tax� capital account, which is
credited with the tax basis of Adjusted Property, referred to in this discussion as the �Book-Tax Disparity,� generally will be given effect for U.S.
federal income tax purposes in determining a partner�s share of an item of income, gain, loss, deduction or credit only if the allocation has
substantial economic effect. In any other case, a partner�s share of an item will be determined on the basis of his interest in us, which will be
determined by taking into account all the facts and circumstances, including:

� his relative contributions to us;

� the interests of all the partners in profits and losses;

� the interest of all the partners in cash flow; and

� the rights of all the partners to distributions of capital upon liquidation.
A unitholder�s taxable income or loss with respect to a common unit each year will depend upon a number of factors, including (1) the nature and
fair market value of our assets at the time the holder acquired the common unit, (2) whether we issue additional units or we engage in certain
other transactions and (3) the manner in which our items of income, gain, loss, deduction and credit are allocated among our partners. For this
purpose, we determine the value of our assets and the relative amounts of our items of income, gain, loss, deduction and credit allocable to our
unitholders and our general partner as holder of the incentive distribution rights by reference to the value of our interests, including the incentive
distribution rights. The IRS may challenge any valuation determinations that we make, particularly as to the incentive distribution rights, for
which there is no public market. Moreover, the IRS could challenge certain other aspects of the manner in which we determine the relative
allocations made to our unitholders and to the general partner as holder of our incentive distribution rights. A successful IRS challenge to our
valuation or allocation methods could increase the amount of net taxable income and gain realized by a unitholder with respect to a common
unit.

Perkins Coie LLP is of the opinion that, with the exception of the issues described in the preceding paragraph and in �� Consequences of Unit
Ownership � Section 754 Election,� �� Tax Treatment of Operations � Valuation and Tax Basis of our Assets� and �� Disposition of Common Units �
Allocations Between Transferors and Transferees,� allocations under our partnership agreement will be given effect for U.S. federal income tax
purposes in determining a partner�s share of an item of income, gain, loss, deduction or credit.

Treatment of Short Sales. A unitholder whose units are loaned to a �short seller� who sells such units may be considered to have disposed of those
units. If so, he would no longer be a partner with respect to those units until the termination of the loan and may recognize gain or loss from the
disposition. As a result:

� any of our income, gain, loss, deduction or credit with respect to the units may not be reportable by the unitholder who loaned them;
and

� any cash distributions received by such unitholder with respect to those units may be fully taxable as ordinary income.
Perkins Coie LLP has not rendered an opinion regarding the treatment of a unitholder whose common units are loaned to a short seller.
Therefore, unitholders desiring to assure their status as partners and avoid the risk of gain recognition from a loan to a short seller are urged to
ensure that any applicable brokerage account agreements prohibit their brokers from borrowing their units. Please also read �� Disposition of
Common Units � Recognition of Gain or Loss.�

Section 754 Election. We have made an election under Section 754 of the Code to adjust a common unit purchaser�s U.S. federal income tax
basis in our assets (or inside basis) to reflect the purchaser�s purchase price (or a Section 743(b) adjustment). The Section 743(b) adjustment
belongs to the purchaser and not to other unitholders and does not apply to unitholders who acquire their common units directly from us. For
purposes of this discussion, a unitholder�s inside basis in our assets will be considered to have two components: (1) his share of our tax basis in
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our assets (or common basis) and (2) his Section 743(b) adjustment to that basis.

In general, a purchaser�s common basis is depreciated or amortized according to the existing method utilized by us. A positive Section 743(b)
adjustment to that basis generally is depreciated or amortized in the same manner as property of the same type that has been newly placed in
service by us. A negative Section 743(b) adjustment to that basis generally is recovered over the remaining useful life of the partnership�s
recovery property.
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The calculations involved in the Section 743(b) adjustment are complex and will be made on the basis of assumptions as to the value of our
assets and in accordance with the Code and applicable Treasury Regulations. We cannot assure you that the determinations we make will not be
successfully challenged by the IRS and that the deductions resulting from them will not be reduced or disallowed altogether. Should the IRS
require a different basis adjustment to be made, and should, in our judgment, the expense of compliance exceed the benefit of the election, we
may seek consent from the IRS to revoke our Section 754 election. If such consent is given, a subsequent purchaser of units may be allocated
more income than he would have been allocated had the election not been revoked.

Tax Treatment of Operations

Accounting Method and Taxable Year. We use the calendar year as our taxable year and the accrual method of accounting for U.S. federal
income tax purposes. Each unitholder will be required to include in income his share of our income, gain, loss, deduction and credit for our
taxable year ending within or with his taxable year. In addition, a unitholder who disposes of all of his units must include his share of our
income, gain, loss, deduction and credit through the date of disposition in income for his taxable year that includes the date of disposition, with
the result that a unitholder who has a taxable year ending on a date other than December 31 and who disposes of all of his units following the
close of our taxable year but before the close of his taxable year must include his share of more than one year of our income, gain, loss,
deduction and credit in income for the year of the disposition. Please read ��Disposition of Common Units � Allocations Between Transferors and
Transferees.�

Asset Tax Basis, Depreciation and Amortization. The tax basis of our assets will be used for purposes of computing depreciation and cost
recovery deductions and, ultimately, gain or loss on the disposition of these assets. The U.S. federal income tax burden associated with any
difference between the fair market value of our assets and their tax basis immediately prior to an offering of common units is borne by the
general partner and the existing limited partners. Please read �� Consequences of Unit Ownership � Allocation of Income, Gain, Loss, Deduction
and Credit.�

To the extent allowable, we may elect to use the depreciation and cost recovery methods that will result in the largest deductions being taken in
the earliest years after assets are placed in service. Property we subsequently acquire or construct may be depreciated using any method
permitted by the Code.

If we dispose of depreciable property by sale, foreclosure or otherwise, all or a portion of any gain, determined by reference to the amount of
depreciation previously deducted and the nature of the property, may be subject to the recapture rules and taxed as ordinary income rather than
capital gain. Similarly, a unitholder who has taken cost recovery or depreciation deductions with respect to property we own likely will be
required to recapture some or all of those deductions as ordinary income upon a sale of his interest in us. Please read �� Consequences of Unit
Ownership � Allocation of Income, Gain, Loss, Deduction and Credit� and �� Disposition of Common Units � Recognition of Gain or Loss.�

Valuation and Tax Basis of our Assets. The U.S. federal income tax consequences of the ownership and disposition of units will depend in part
on our estimates of the relative fair market values, and the tax bases, of our assets at the time the holder acquired the common units, we issue
additional units or we engage in certain other transactions. Although we may from time to time consult with professional appraisers regarding
valuation matters, we will make many of the relative fair market value estimates ourselves. These estimates and determinations of basis are
subject to challenge and will not be binding on the IRS or the courts. If the estimates of fair market value or basis are later found to be incorrect,
the character and amount of items of income, gain, loss, deductions or credits previously reported by unitholders might change, and unitholders
might be required to adjust their tax liability for prior years and incur interest and penalties with respect to those adjustments.

Disposition of Common Units

Recognition of Gain or Loss. In general, gain or loss will be recognized on a sale of units equal to the difference between the amount realized
and the unitholder�s tax basis in the units sold. A unitholder�s amount realized will be measured by the sum of the cash, the fair market value of
other property received by him and his share of our nonrecourse liabilities. Because the amount realized includes a unitholder�s share of our
nonrecourse liabilities, the gain recognized on the sale of units could result in a tax liability in excess of any cash or property received from the
sale.

Prior distributions from us in excess of cumulative net taxable income for a common unit that decreased a unitholder�s tax basis in that common
unit will, in effect, become taxable income if the common unit is sold at a price greater than the unitholder�s tax basis in that common unit, even
if the price received is less than his original cost. Except as noted below, gain or loss recognized by a unitholder on the sale or exchange of a unit
generally will be taxable as capital gain or loss. Capital gain recognized by an individual on the sale of units held more than one year generally
will be taxed at preferential tax rates.
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Certain U.S. Individual Unitholders and estates or trusts that are U.S. persons as defined in the Code are subject to a 3.8% tax on, among other
things, capital gains from the sale or other disposition of units for taxable years beginning after December 31, 2012. Unitholders should consult
their tax advisors regarding the effect, if any, of this tax on their disposition of our common units.

A portion of a unitholder�s amount realized may be allocable to �unrealized receivables� or to �inventory items� we own. The term �unrealized
receivables� includes potential recapture items, including depreciation and amortization recapture. A unitholder will recognize ordinary income or
loss to the extent of the difference between the portion of the unitholder�s amount realized allocable to unrealized receivables or inventory items
and the unitholder�s share of our basis in such receivables or inventory items. Ordinary income attributable to unrealized receivables, inventory
items and depreciation or amortization recapture may exceed net taxable gain realized upon the sale of a unit and may be recognized even if a
net taxable loss is realized on the sale of a unit. Thus, a unitholder may recognize both ordinary income and a capital loss upon a sale of units.
Net capital losses generally may only be used to offset capital gains. An exception permits individuals to offset up to $3,000 of net capital losses
against ordinary income in any given year.

The IRS has ruled that a partner who acquires interests in a partnership in separate transactions must combine those interests and maintain a
single adjusted tax basis for all those interests. Upon a sale or other disposition of less than all of those interests, a portion of that tax basis must
be allocated to the interests sold using an �equitable apportionment� method. Treasury Regulations under Section 1223 of the Code allow a selling
unitholder who can identify common units transferred with an ascertainable holding period to elect to use the actual holding period of the
common units transferred. Thus, according to the ruling, a common unitholder will be unable to select high or low basis common units to sell as
would be the case with corporate stock, but, according to the regulations, may designate specific common units sold for purposes of determining
the holding period of units transferred. A unitholder electing to use the actual holding period of common units transferred must consistently use
that identification method for all subsequent sales or exchanges of common units. A unitholder considering the purchase of additional units or a
sale of common units purchased in separate transactions is urged to consult his tax advisor as to the possible consequences of this ruling and
application of the Treasury Regulations.

Allocations Between Transferors and Transferees. In general, our taxable income or loss will be determined annually, will be prorated on a
monthly basis and will be subsequently apportioned among the unitholders in proportion to the number of units owned by each of them as of the
opening of the applicable exchange on the first business day of the month. However, gain or loss realized on a sale or other disposition of our
assets other than in the ordinary course of business will be allocated among the unitholders on the first business day of the month in which that
gain or loss is recognized. As a result of the foregoing, a unitholder transferring units may be allocated income, gain, loss, deduction and credit
realized after the date of transfer.

The use of this method for allocating income and deductions among unitholders may not be permitted under existing Treasury Regulations.
Accordingly, Perkins Coie LLP is unable to opine on its validity. If this method were disallowed or applied only to transfers of less than all of
the unitholder�s interest, our taxable income or loss may be reallocated among the unitholders. We are authorized to revise our method of
allocation to conform to a method permitted under any future Treasury Regulations or administrative guidance.

A unitholder who owns units at any time during a calendar quarter and who disposes of them prior to the record date set for a cash distribution
for that quarter will be allocated items of our income, gain, loss, deductions and credits attributable to months within that quarter in which the
units were held but will not be entitled to receive that cash distribution.

Transfer Notification Requirements. A unitholder who sells any of his units, other than through a broker, generally is required to notify us in
writing of that sale within 30 days after the sale (or, if earlier, January 15 of the year following the sale). A unitholder who acquires units
generally is required to notify us in writing of that acquisition within 30 days after the purchase, unless a broker or nominee will satisfy such
requirement. We are required to notify the IRS of any such transfers of units and to furnish specified information to the transferor and transferee.
Failure to notify us of a transfer of units may lead to the imposition of substantial penalties.

Constructive Termination. We will be considered to have been terminated for U.S. federal income tax purposes if there is a sale or exchange of
50% or more of the total interests in our capital and profits within a 12-month period. A constructive termination results in the closing of our
taxable year for all unitholders. In the case of a unitholder reporting on a taxable year other than a calendar year, the closing of our taxable year
may result in more than 12 months of our taxable income or loss being includable in his taxable income for the year of termination. We would
be required to make new tax elections after a termination, including a new election under Section 754 of the Code, and a termination would
result in a deferral of our deductions for depreciation. A termination could also result in penalties if we were unable to determine that the
termination had occurred. Moreover, a termination might either accelerate the application of, or subject us to, tax legislation applicable to a
newly formed partnership.
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Foreign Tax Credit Considerations

Subject to detailed limitations set forth in the Code, a unitholder may elect to claim a credit against his liability for U.S. federal income tax
imposed on his foreign source income for his share of foreign income taxes (and certain foreign taxes imposed in lieu of a tax based upon
income) paid by us on such foreign source income. In general, and subject to the provisions of an applicable income tax treaty, income allocated
to unitholders likely will constitute foreign source income, and a unitholder�s gain from the disposition of our units likely will constitute U.S.
source income, in each case falling in the passive foreign tax credit category for purposes of the U.S. foreign tax credit limitation. The rules
relating to the determination of the foreign tax credit are complex and prospective unitholders are urged to consult their own tax advisors to
determine whether or to what extent they would be entitled to such credit. A unitholder who does not elect to claim foreign tax credits may
instead claim a deduction for his share of foreign taxes paid by us.

Tax-Exempt Organizations and Non-U.S. Investors

Investments in units by employee benefit plans, other tax-exempt organizations and non-U.S. persons, including nonresident aliens of the United
States, non-U.S. corporations and non-U.S. trusts and estates (collectively, non-U.S. unitholders) raise issues unique to those investors and, as
described below, may result in substantially adverse tax consequences to them.

Employee benefit plans and most other organizations exempt from U.S. federal income tax, including individual retirement accounts and other
retirement plans, are subject to U.S. federal income tax on unrelated business taxable income. Virtually all of our income allocated to a
unitholder that is such a tax-exempt organization will be unrelated business taxable income to it subject to U.S. federal income tax. Unitholders
that are tax-exempt organizations are encouraged to consult with their own tax advisors regarding the U.S. federal, state, local and other tax
consequences of an investment in us.

A non-U.S. unitholder may be subject to a 4% U.S. federal income tax on his share of the U.S. source portion of our gross income attributable to
transportation that begins or ends (but not both) in the United States, unless either (a) an exemption applies and he files a U.S. federal income tax
return to claim that exemption or (b) that income is effectively connected with the conduct of a trade or business in the United States (or
Effectively Connected Income). For this purpose, transportation income includes income from the use, hiring or leasing of a vessel to transport
cargo, or the performance of services directly related to the use of any vessel to transport cargo. The U.S. source portion of our transportation
income is deemed to be 50% of the income attributable to voyages that begin or end in the United States. Generally, no amount of the income
from voyages that begin and end outside the United States is treated as U.S. source, and consequently none of our transportation income
attributable to such voyages is subject to U.S. federal income tax. Although the entire amount of transportation income from voyages that begin
and end in the United States would be fully taxable in the United States as Effectively Connected Income, we currently do not expect to have
any transportation income from voyages that begin and end in the United States; however, there is no assurance that such voyages will not occur.

A non-U.S. unitholder may be entitled to an exemption from the 4% U.S. federal income tax or a refund of tax withheld on U.S. Effectively
Connected Income that constitutes transportation income if any of the following applies: (1) such non-U.S. unitholder qualifies for an exemption
from this tax under an income tax treaty between the United States and the country where such non-U.S. unitholder is resident; (2) in the case of
an individual non-U.S. unitholder, he qualifies for the exemption from tax under Section 872(b)(1) of the Code as a resident of a country that
grants an equivalent exemption from tax to residents of the United States; or (3) in the case of a corporate non-U.S. unitholder, it qualifies for the
exemption from tax under Section 883 of the Code.

We may be required to withhold U.S. federal income tax, computed at the highest statutory rate, from cash distributions to non-U.S. unitholders
with respect to their shares of our income that is Effectively Connected Income. Our transportation income generally should not be treated as
Effectively Connected Income unless we have a fixed place of business in the United States and substantially all of such transportation income is
attributable to either regularly scheduled transportation or, in the case of income derived from bareboat charters, is attributable to the fixed place
of business in the United States. While we do not expect to have any regularly scheduled transportation or a fixed place of business in the United
States, there can be no guarantee that this will not change.

If we are treated as engaged in a U.S. trade or business for any taxable year, then a non-U.S. unitholder would be deemed to be engaged in such
trade or business and, as a consequence, would be required to file a U.S. federal income tax return for such taxable year (whether or not such
non-U.S. unitholder earns any Effectively Connected Income for such year). A non-U.S. unitholder would be required to report his Effectively
Connected Income (including his share of any such income earned by us) on such return and to pay U.S. federal income tax, or claim a credit or
refund for tax withheld on such income. Under a ruling of the IRS, a portion of any gain recognized on the sale or other disposition of a unit by a
non-U.S. unitholder may be treated as Effectively Connected Income to the extent we have a fixed place of business in the United States and a
sale of our assets would have given rise to Effectively Connected Income. Further, unless an exemption applies, a non-U.S. corporation
investing in units may be subject to a branch profits tax, at a 30% rate or lower rate prescribed by a treaty, with respect to its Effectively
Connected Income.

Edgar Filing: UBS AG - Form 424B2

Table of Contents 41



Non-U.S. unitholders must apply for and obtain a U.S. taxpayer identification number in order to file U.S. federal income tax returns and must
provide that identification number to us for purposes of any U.S. federal income tax information returns we may be required to file. Non-U.S.
unitholders are encouraged to consult with their own tax advisors regarding the U.S. federal, state, local and other tax consequences of an
investment in units and any filing requirements related thereto.
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Functional Currency

We are required to determine the functional currency of any of our operations that constitute a separate qualified business unit (or QBU) for U.S.
federal income tax purposes and report the affairs of any QBU in this functional currency to our unitholders. Any transactions conducted by us
other than in the U.S. dollar or by a QBU other than in its functional currency may give rise to foreign currency exchange gain or loss. Further, if
a QBU is required to maintain a functional currency other than the U.S. dollar, a unitholder may be required to recognize foreign currency
translation gain or loss upon a distribution of money or property from a QBU or upon the sale of common units, and items or income, gain, loss,
deduction or credit allocated to the unitholder in such functional currency must be translated into the unitholder�s functional currency.

For purposes of the foreign currency rules, a QBU includes a separate trade or business owned by a partnership in the event separate books and
records are maintained for that separate trade or business. The functional currency of a QBU is determined based upon the economic
environment in which the QBU operates. Thus, a QBU whose revenues and expenses are primarily determined in a currency other than the U.S.
dollar will have a non-U.S. dollar functional currency. We believe our principal operations constitute a QBU whose functional currency is the
U.S. dollar, but certain of our operations constitute separate QBUs whose functional currencies are other than the U.S. dollar.

Proposed regulations (or the Section 987 Proposed Regulations) provide that the amount of foreign currency translation gain or loss recognized
upon a distribution of money or property from a QBU or upon the sale of common units will reflect the appreciation or depreciation in the
functional currency value of certain assets and liabilities of the QBU between the time the unitholder purchased his common units and the time
we receive distributions from such QBU or the unitholder sells his common units. Foreign currency translation gain or loss will be treated as
ordinary income or loss. A unitholder must adjust the U.S. federal income tax basis in his common units to reflect such income or loss prior to
determining any other U.S. federal income tax consequences of such distribution or sale. Please read �� Consequences of Unit Ownership � Basis of
Common Units.� A unitholder who owns less than a 5% interest in our capital or profits generally may elect not to have these rules apply by
attaching a statement to his tax return for the first taxable year the unitholder intends the election to be effective. Further, for purposes of
computing his taxable income and U.S. federal income tax basis in his common units, a unitholder will be required to translate into his own
functional currency items of income, gain, loss or deduction of such QBU and his share of such QBU�s liabilities. We intend to provide such
information based on generally applicable U.S. exchange rates as is necessary for unitholders to comply with the requirements of the
Section 987 Proposed Regulations as part of the U.S. federal income tax information we will furnish unitholders each year. Please read ��
Administrative Matters � Information Returns and Audit Procedures.� However, a unitholder may be entitled to make an election to apply an
alternative exchange rate with respect to the foreign currency translation of certain items. Unitholders who desire to make such an election
should consult their own tax advisors.

Based upon our current projections of the capital invested in and profits of the non-U.S. dollar QBUs, we believe that unitholders will be
required to recognize only a nominal amount of foreign currency translation gain or loss each year and upon their sale of units. Nonetheless, the
rules for determining the amount of translation gain or loss are not entirely clear at present as the Section 987 Proposed Regulations currently are
not effective. Unitholders are urged to consult their own tax advisor for specific advice regarding the application of the rules for recognizing
foreign currency translation gain or loss under their own circumstances.

In addition to a unitholder�s recognition of foreign currency translation gain or loss, the U.S. dollar QBU will engage in certain transactions
denominated in the Euro, which will give rise to a certain amount of foreign currency exchange gain or loss each year. This foreign currency
exchange gain or loss will be treated as ordinary income or loss.

Administrative Matters

Information Returns and Audit Procedures. We intend to furnish to each unitholder, within 90 days after the close of each calendar year,
specific U.S. federal income tax information, including a document in the form of IRS Form 1065, Schedule K-1, which sets forth the
unitholder�s share of our items of income, gain, loss, deductions and credits as computed for U.S. federal income tax purposes for our preceding
taxable year. In preparing this information, which will not be reviewed by counsel, we will take various accounting and reporting positions,
some of which have been mentioned earlier, to determine each unitholder�s share of such items of income, gain, loss, deduction and credit. We
cannot assure you that those positions will yield a result that conforms to the requirements of the Code, Treasury Regulations or administrative
interpretations of the IRS. Neither we nor Perkins Coie LLP can assure prospective unitholders that the IRS will not successfully contend that
those positions are impermissible. Any challenge by the IRS could negatively affect the value of the units.
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We will be obligated to file U.S. federal income tax information returns with the IRS for any year in which we earn any U.S. source income or
U.S. effectively connected income. In the event we were obligated to file a U.S. federal income tax information return but failed to do so,
unitholders would not be entitled to claim any deductions, losses or credits for U.S. federal income tax purposes relating to us. Consequently, we
may file U.S. federal income tax information returns for any given year. The IRS may audit any such information returns that we file.
Adjustments resulting from an IRS audit of our return may require each unitholder to adjust a prior year�s tax liability, and may result in an audit
of his return. Any audit of a unitholder�s return could result in adjustments not related to our returns as well as those related to our returns. Any
IRS audit relating to our items of income, gain, loss, deduction or credit for years in which we are not required to file and do not file a U.S.
federal income tax information return would be conducted at the partner-level, and each unitholder may be subject to separate audit proceedings
relating to such items.

For years in which we file or are required to file U.S. federal income tax information returns, we will be treated as a separate entity for purposes
of any U.S. federal income tax audits, as well as for purposes of judicial review of administrative adjustments by the IRS and tax settlement
proceedings. For such years, the tax treatment of partnership items of income, gain, loss, deduction and credit will be determined in a partnership
proceeding rather than in separate proceedings with the partners. The Code requires that one partner be designated as the �Tax Matters Partner� for
these purposes. The partnership agreement names Teekay GP L.L.C. as our Tax Matters Partner.

The Tax Matters Partner will make some U.S. federal tax elections on our behalf and on behalf of unitholders. In addition, the Tax Matters
Partner can extend the statute of limitations for assessment of tax deficiencies against unitholders for items reported in the information returns
we file. The Tax Matters Partner may bind a unitholder with less than a 1% profits interest in us to a settlement with the IRS with respect to
these items unless that unitholder elects, by filing a statement with the IRS, not to give that authority to the Tax Matters Partner. The Tax
Matters Partner may seek judicial review, by which all the unitholders are bound, of a final partnership administrative adjustment and, if the Tax
Matters Partner fails to seek judicial review, judicial review may be sought by any unitholder having at least a 1% interest in profits or by any
group of unitholders having in the aggregate at least a 5% interest in profits. However, only one action for judicial review will go forward, and
each unitholder with an interest in the outcome may participate.

A unitholder must file a statement with the IRS identifying the treatment of any item on his U.S. federal income tax return that is not consistent
with the treatment of the item on an information return that we file. Intentional or negligent disregard of this consistency requirement may
subject a unitholder to substantial penalties.

Special Reporting Requirements for Owners of Non-U.S. Partnerships. A U.S. person who either contributes property (including cash) valued
at more than $100,000 to us (when added to the value of any other property contributed to us by such person or a related person during the
previous 12 months), or following any contribution to us owns, directly, indirectly or by attribution from certain related persons, at least a 10%
interest in us, is required to file IRS Form 8865 with his U.S. federal income tax return for the year of the contribution to report the contribution
and provide certain details about himself and certain related persons, us and any persons that own a 10% or greater direct interest in us. We will
provide each unitholder with the necessary information about us and those persons who own a 10% or greater direct interest in us along with the
Schedule K-1 information described previously.

In addition to the foregoing, a U.S. person who directly owns at least a 10% interest in us may be required to make additional disclosures on IRS
Form 8865 in the event such person acquires, disposes or has his interest in us substantially increased or reduced. Further, a U.S. person who
directly, indirectly or by attribution from certain related persons, owns at least a 10% interest in us may be required to make additional
disclosures on IRS Form 8865 in the event such person, when considered together with any other U.S. persons who own at least a 10% interest
in us, owns a greater than 50% interest in us. For these purposes, an �interest� in us generally is defined to include an interest in our capital or
profits or an interest in our deductions or losses.

Significant penalties may apply for failing to satisfy IRS Form 8865 filing requirements and thus unitholders are advised to contact their tax
advisors to determine the application of these filing requirements under their own circumstances.

In addition, individual citizens or residents of the United States who hold certain specified foreign financial assets, including units in a foreign
partnership not held in an account maintained by a financial institution, with an aggregate value in excess of $50,000, may be required to report
such assets on IRS Form 8938 with their U.S. federal income tax return. Penalties apply for failure to properly complete and file Form 8938.
You are encouraged to consult with your tax advisor regarding the filing of this form.

Accuracy-related Penalties. An additional tax equal to 20% of the amount of any portion of an underpayment of U.S. federal income tax
attributable to one or more specified causes, including negligence or disregard of rules or regulations and substantial understatements of income
tax, is imposed by the Code. No penalty will be imposed, however, for any portion of an underpayment if it is shown that there was a reasonable
cause for that portion and that the taxpayer acted in good faith regarding that portion.
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A substantial understatement of income tax in any taxable year exists if the amount of the understatement exceeds the greater of 10% of the tax
required to be shown on the return for the taxable year or $5,000. The amount of any understatement subject to penalty generally is reduced if
any portion is attributable to a position adopted on the return:

(1) for which there is, or was, �substantial authority�; or

(2) as to which there is a reasonable basis and the pertinent facts of that position are disclosed on the return.
More stringent rules, including additional penalties and extended statutes of limitations, may apply as a result of our participation in �listed
transactions� or �reportable transactions with a significant tax avoidance purpose.� While we do not anticipate participating in such transactions, if
any item of income, gain, loss, deduction or credit included in the distributive shares of unitholders for a given year might result in an
�understatement� of income relating to such a transaction, we will disclose the pertinent facts on a U.S. federal income tax information return for
such year. In such event, we also will make a reasonable effort to furnish sufficient information for unitholders to make adequate disclosure on
their returns and to take other actions as may be appropriate to permit unitholders to avoid liability for penalties.

Possible Classification as a Corporation

If we fail to meet the Qualifying Income Exception described above with respect to our classification as a partnership for U.S. federal income
tax purposes, other than a failure that is determined by the IRS to be inadvertent and that is cured within a reasonable time after discovery, we
will be treated as a non-U.S. corporation for U.S. federal income tax purposes. If previously treated as a partnership, our change in status would
be deemed to have been effected by our transfer of all of our assets, subject to liabilities, to a newly formed non-U.S. corporation, in return for
stock in that corporation, and then our distribution of that stock to our unitholders and other owners in liquidation of their interests in us.
Unitholders that are U.S. persons would be required to file IRS Form 926 to report these deemed transfers and any other transfers they made to
us while we were treated as a corporation and may be required to recognize income or gain for U.S. federal income tax purposes to the extent of
certain prior deductions or losses and other items. Substantial penalties may apply for failure to satisfy these reporting requirements, unless the
person otherwise required to report shows such failure was due to reasonable cause and not willful neglect.

If we were treated as a corporation in any taxable year, either as a result of a failure to meet the Qualifying Income Exception or otherwise, our
items of income, gain, loss, deduction and credit would not pass through to unitholders. Instead, we would be subject to U.S. federal income tax
based on the rules applicable to foreign corporations, not partnerships, and such items would be treated as our own. In addition, Section 743(b)
adjustments to the basis of our assets would no longer be available to purchasers in the marketplace. Please read �� Consequences of Unit
Ownership � Section 754 Election.�

Subject to the discussion of passive foreign investment companies (or PFICs) below, any distribution made to a unitholder generally would be
treated as taxable dividend income to the extent of our current and accumulated earnings and profits, as determined under U.S. federal income
tax principles. With respect to U.S. Individual Unitholders and estates or trusts that are U.S. persons as defined in the Code, dividends received
from us generally would be �qualified dividend income� that is subject to tax at preferential capital gain rates, provided that (1) we are not a PFIC
in the taxable year of the distribution or the preceding taxable year, (2) our ordinary shares are readily tradable on an established securities
market in the United States, such as the New York Stock Exchange, and (3) certain holding period and other requirements are satisfied.
Distributions in excess of our earnings and profits will be treated first as a nontaxable return of capital to the extent of the unitholder�s tax basis in
his common units, and taxable capital gain thereafter. Certain U.S. Individual Unitholders and estates or trusts that are U.S. persons as defined in
the Code are subject to a 3.8% tax on certain investment income, including dividends and distributions taxable as capital gain, for taxable years
beginning after December 31, 2012.

Taxation of Operating Income

We expect that substantially all of our gross income and the gross income of our corporate subsidiaries will be attributable to the transportation
of LNG, LPG, ammonia, crude oil and related products. For this purpose, gross income attributable to transportation (or Transportation Income)
includes income derived from, or in connection with, the use (or hiring or leasing for use) of a vessel to transport cargo, or the performance of
services directly related to the use of any vessel to transport cargo, and thus includes both time-charter and bareboat charter income.

Transportation Income that is attributable to transportation that begins or ends, but that does not both begin and end, in the United States will be
considered to be 50% derived from sources within the United States (or U.S. Source International Transportation Income). Transportation
Income attributable to transportation that both begins and ends in the United States will be considered to be 100% derived from sources within
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non-U.S. destinations will be considered to be 100% derived from sources outside the United States. Transportation Income derived from
sources outside the United States generally will not be subject to U.S. federal income tax.
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Based on our current operations and the operations of our subsidiaries, we expect substantially all of our Transportation Income to be from
sources outside the United States and not subject to U.S. federal income tax. However, in the event we were treated as a corporation, if we or
any of our subsidiaries does earn U.S. Source International Transportation Income or U.S. Source Domestic Transportation Income, our income
or our subsidiaries income may be subject to U.S. federal income taxation under one of two alternative tax regimes (the 4% gross basis tax or the
net basis tax, as described below), unless the exemption from U.S. taxation under Section 883 of the Code (or the Section 883 Exemption)
applies, as described below.

The Section 883 Exemption

In general, the Section 883 Exemption provides that if a non-U.S. corporation satisfies the requirements of Section 883 of the Code and the
regulations thereunder (or the Section 883 Regulations), it will not be subject to the 4% gross basis tax or the net basis tax and branch profits
taxes described below on its U.S. Source International Transportation Income. The Section 883 Exemption does not apply to U.S. Source
Domestic Transportation Income.

A non-U.S. corporation will qualify for the Section 883 Exemption if, among other things, it is organized in a jurisdiction outside the United
States that grants an equivalent exemption from tax to corporations organized in the United States (or an Equivalent Exemption); it meets one of
three ownership tests described in the Section 883 Regulations (or the Ownership Test) and it meets certain substantiation, reporting and other
requirements (or the Substantiation Requirements).

We are organized under the laws of the Republic of The Marshall Islands. The U.S. Treasury Department has recognized the Republic of The
Marshall Islands as a jurisdiction that grants an Equivalent Exemption. We also believe that we would be able to satisfy the Substantiation
Requirements. However, we do not believe that we would meet the Ownership Test and therefore we would not qualify for the Section 883
Exemption and our U.S. Source International Transportation Income would not be exempt from U.S. federal income taxation.

The 4% Gross Basis Tax

If we were to be treated as a corporation and if the Section 883 Exemption described above and the net basis tax described below does not apply,
we would be subject to a 4% U.S. federal income tax on our U.S. Source International Transportation Income, without benefit of deductions.
The amount of such tax for which we would be liable for any year in which we were treated as a corporation for U.S. federal income tax
purposes would depend upon the amount of income we earn from voyages into or out of the United States in such year, which is not within our
complete control.

Net Basis Tax and Branch Profits Tax

We currently do not expect to have a fixed place of business in the United States. Nonetheless, if this were to change or we otherwise were
treated as having such a fixed place of business in the United States, our U.S. Source International Transportation Income may be treated as
effectively connected with the conduct of a trade or business in the United States (or Effectively Connected Income) if substantially all of our
U.S. Source International Transportation Income is attributable to regularly scheduled transportation or, in the case of income derived from
bareboat charters, is attributable to the fixed place of business in the United States. Based on our current operations, none of our potential U.S.
Source International Transportation Income is attributable to regularly scheduled transportation or is derived from bareboat charters attributable
to a fixed place of business in the United States. As a result, if we were classified as a corporation, we do not anticipate that any of our U.S.
Source International Transportation Income would be treated as Effectively Connected Income. However, there is no assurance that we would
not earn income pursuant to regularly scheduled transportation or bareboat charters attributable to a fixed place of business in the United States
in the future, which would result in such income being treated as Effectively Connected Income if we were classified as a corporation. U.S.
Source Domestic Transportation Income generally is treated as Effectively Connected Income. However, none of our income has been, and we
currently do not anticipate that any of our income will be, U.S. Source Domestic Transportation Income.

Any income that we earn that is treated as Effectively Connected Income would be subject to U.S. federal corporate income tax (the highest
statutory rate currently is 35%), unless the Section 883 Exemption (as discussed above) applied. The 4% U.S. federal income tax described
above is inapplicable to Effectively Connected Income.

Unless the Section 883 Exemption applied, a 30% branch profits tax imposed under Section 884 of the Code also would apply to our earnings
that result from Effectively Connected Income, and a 30% withholding tax could be imposed on certain interest paid or deemed paid by us.
Furthermore, on the sale of a vessel that has produced Effectively Connected Income, we could be subject to the
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net basis corporate income tax and to the 30% branch profits tax with respect to our gain not in excess of certain prior deductions for
depreciation that reduced Effectively Connected Income. Otherwise, we would not expect to be subject to U.S. federal income tax with respect
to the remainder of any gain realized on sale of a vessel because it is expected that any sale of a vessel will be structured so that it is considered
to occur outside of the United States and so that it is not attributable to an office or other fixed place of business in the United States.

Consequences of Possible PFIC Classification

A non-United States entity treated as a corporation for U.S. federal income tax purposes will be a passive foreign investment company (or PFIC)
in any taxable year in which, after taking into account the income and assets of the corporation and certain subsidiaries pursuant to a �look
through� rule, either (1) at least 75% of its gross income is �passive� income or (2) at least 50% of the average value of its assets is attributable to
assets that produce passive income or are held for the production of passive income. For purposes of these tests, �passive income� includes
dividends, interest, and gains from the sale or exchange of investment property and rents and royalties (other than rents and royalties that are
received from unrelated parties in connection with the active conduct of a trade or business). By contrast, income derived from the performance
of services does not constitute �passive income.�

Based upon our current assets and operations, we do not believe that we would be considered to be a PFIC even if we were treated as a
corporation. No assurance can be given, however, that the IRS would accept this position or that we would not constitute a PFIC for any future
taxable year if we were treated as a corporation and there were to be changes in our assets, income or operations. In addition, the decision of the
United States Court of Appeals for the Fifth Circuit in Tidewater Inc. v. United States, 565 F.3d 299 (5th Cir. 2009) held that income derived
from certain time chartering activities should be treated as rental income rather than services income for purposes of a foreign sales corporation
provision of the Code. However, the IRS stated in an Action on Decision (AOD 2010-001) that it disagrees with, and will not acquiesce to, the
way that the rental versus services framework was applied to the facts in the Tidewater decision, and in its discussion stated that the time
charters at issue in Tidewater would be treated as producing services income for PFIC purposes. The IRS�s statement with respect to Tidewater
cannot be relied upon or otherwise cited as precedent by taxpayers. Consequently, in the absence of any binding legal authority specifically
relating to the statutory provisions governing PFICs, there can be no assurance that the IRS or a court would not follow the Tidewater decision
in interpreting the PFIC provisions under the Code. Nevertheless, based on our current assets and operations, we believe that we would not now
be nor have we ever been a PFIC even if we were treated as a corporation.

If we were to be treated as a PFIC for any taxable year during which a unitholder owns units, a unitholder generally would be subject to special
rules (regardless of whether we continue thereafter to be a PFIC) resulting in increased tax liability with respect to (1) any �excess distribution�
(i.e., the portion of any distributions received by a unitholder on our common units in a taxable year in excess of 125% of the average annual
distributions received by the unitholder in the three preceding taxable years or, if shorter, the unitholder�s holding period for the units) and
(2) any gain realized upon the sale or other disposition of units. Under these rules:

� the excess distribution or gain would be allocated ratably over the unitholder�s aggregate holding period for the common units;

� the amount allocated to the current taxable year and any taxable year prior to the taxable year we were first treated as a PFIC with
respect to the unitholder would be taxed as ordinary income in the current taxable year;

� the amount allocated to each of the other taxable years would be subject to U.S. federal income tax at the highest rate in effect for the
applicable class of taxpayer for that year; and

� an interest charge for the deemed deferral benefit would be imposed with respect to the resulting tax attributable to each such other
taxable year.

If we were treated as a PFIC, a unitholder would be required to file Form 8621 annually with the IRS and would be required to comply with all
other applicable filing requirements. In addition, if we were classified as a PFIC for any taxable year in which we pay a dividend (or for the
taxable year preceding any taxable year in which we pay a dividend), such dividends would not be treated as �qualified dividend income� and
would not be eligible to be taxed at preferential capital gain rates. Please read ��Possible Classification as a Corporation.�
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classified as a PFIC. If we determine that we are or will be a PFIC, we will provide unitholders with information concerning the potential
availability of such elections.
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Consequences of Possible Controlled Foreign Corporation Classification

If we were to be treated as a corporation for U.S. federal income tax purposes and if CFC Shareholders (generally, U.S. unitholders who each
own, directly, indirectly or constructively, 10% or more of the total combined voting power of our outstanding shares entitled to vote) own
directly, indirectly or constructively more than 50% of either the total combined voting power of our outstanding shares entitled to vote or the
total value of all of our outstanding shares, we generally would be treated as a controlled foreign corporation (or a CFC).

CFC Shareholders are treated as receiving current distributions of their shares of certain income of the CFC without regard to any actual
distributions and are subject to other burdensome U.S. federal income tax and administrative requirements but generally are not also subject to
the requirements generally applicable to shareholders of a PFIC. In addition, a person who is or has been a CFC Shareholder may recognize
dividend income on the disposition of shares of the CFC. Although we do not believe we are or will become a CFC even if we were to be treated
as a corporation for U.S. federal income tax purposes, U.S. persons purchasing a substantial interest in us should consider the potential
implications of being treated as a CFC Shareholder in the event we become a CFC in the future.

The U.S. federal income tax consequences to U.S. unitholders who are not CFC Shareholders would not change in the event we become a CFC
in the future.

Taxation of Our Subsidiary Corporations

Our subsidiaries Teekay LNG Holdco L.L.C., DHJS Hull No. 2007-001 L.L.C and DHJS Hull No. 2007-002 L.L.C. are classified as
corporations for U.S. federal income tax purposes and are subject to U.S. federal income tax based on the rules applicable to foreign
corporations described above under �Possible Classification as a Corporation � Taxation of Operating Income,� including, but not limited to, the 4%
gross basis tax or the net basis tax on their U.S. Source International Transportation Income.

As non-U.S. entities classified as corporations for U.S. federal income tax purposes, our subsidiaries Teekay LNG Holdco L.L.C., DHJS Hull
No. 2007-001 L.L.C and DHJS Hull No. 2007-002 L.L.C could be considered PFICs. However, we received a ruling from the IRS that our
subsidiary Teekay LNG Holdco L.L.C. will be classified as a CFC rather than a PFIC as long as it is wholly-owned by a U.S. partnership.

DHJS Hull No. 2007-001 L.L.C and DHJS Hull No. 2007-002 L.L.C. are also owned by our U.S. partnership. We intend to take the position that
these subsidiaries should also be treated as CFCs rather than PFICs following this restructuring. No assurance can be given, however, that the
IRS, or a court of law, will accept this position or would not follow the Tidewater decision in interpreting the PFIC provisions under the Code
(as discussed above).
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NON-UNITED STATES TAX CONSIDERATIONS

Marshall Islands Tax Considerations

The following discussion is based upon the opinion of Watson, Farley & Williams LLP, our counsel as to matters of the laws of the Republic of
The Marshall Islands, and the current laws of the Republic of The Marshall Islands applicable to persons who do not reside in, maintain offices
in or engage in business in the Republic of The Marshall Islands.

Because we and our subsidiaries do not, and we do not expect that we or any of our subsidiaries will, conduct business or operations in the
Republic of The Marshall Islands, and because all documentation related to this offering will be executed outside of the Republic of The
Marshall Islands, under current Marshall Islands law holders of our common units will not be subject to Marshall Islands taxation or withholding
on distributions, including upon a return of capital, we make to our unitholders. In addition, our unitholders will not be subject to Marshall
Islands stamp, capital gains or other taxes on the purchase, ownership or disposition of common units, and they will not be required by the
Republic of The Marshall Islands to file a tax return relating to the common units.

It is the responsibility of each unitholder to investigate the legal and tax consequences, under the laws of pertinent jurisdictions, including the
Marshall Islands, of his investment in us. Accordingly, each prospective unitholder is urged to consult its tax counsel or other advisor with
regard to those matters. Further, it is the responsibility of each unitholder to file all state, local and non-U.S., as well as U.S. federal tax returns,
that may be required of such unitholder.

Canadian Federal Income Tax Considerations

The following discussion is a summary of the material Canadian federal income tax considerations under the Income Tax Act (Canada) (or the
Canada Tax Act), as of the date of this prospectus, that we believe are relevant to holders of common units who, for the purposes of the Canada
Tax Act and the Canada-United States Tax Convention 1980 (or the Canada-U.S. Treaty), are at all relevant times resident in the United States
and entitled to all of the benefits of the Canada-U.S. Treaty and who deal at arm�s length with us and Teekay Corporation (or U.S. Resident
Holders). This discussion takes into account all proposed amendments to the Canada Tax Act and the regulations thereunder that have been
publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof and assumes that such proposed amendments
will be enacted substantially as proposed. However, no assurance can be given that such proposed amendments will be enacted in the form
proposed or at all. This discussion assumes that we are, and will continue to be, classified as a partnership for United States federal income tax
purposes.

We are considered to be a partnership under Canadian federal income tax law and therefore not a taxable entity for Canadian income tax
purposes. A U.S. Resident Holder will not be liable to tax under the Canada Tax Act on any income or gains allocated by us to the U.S. Resident
Holder in respect of such U.S. Resident Holder�s common units, provided that, for purposes of the Canada-U.S. Treaty, (a) we do not carry on
business through a permanent establishment in Canada and (b) such U.S. Resident Holder does not hold such common units in connection with a
business carried on by such U.S. Resident Holder through a permanent establishment in Canada.

A U.S. Resident Holder will not be liable to tax under the Canada Tax Act on any income or gain from the sale, redemption or other disposition
of such U.S. Resident Holder�s common units, provided that, for purposes of the Canada-U.S. Treaty, such common units do not, and did not at
any time in the twelve-month period preceding the date of disposition, form part of the business property of a permanent establishment in
Canada of such U.S. Resident Holder.

We believe that our activities and affairs are conducted in such a manner that we are not carrying on business in Canada and that U.S. Resident
Holders should not be considered to be carrying on business in Canada for purposes of the Canada Tax Act or the Canada-U.S. Treaty solely by
reason of the acquisition, holding, disposition or redemption of common units. We intend that this is and continues to be the case,
notwithstanding that Teekay Shipping Limited (a subsidiary of Teekay Corporation that is resident and based in Bermuda) provides certain
services to Teekay LNG Partners L.P. and obtains some or all such services under subcontracts with Canadian service providers. However,
although we do not intend to do so, there can be no assurance that the manner in which we carry on our activities will not change from time to
time as circumstances dictate or warrant in a manner that may cause U.S. Resident Holders to be carrying on business in Canada for purposes of
the Canada Tax Act. Further, the relevant Canadian federal income tax law may change by legislation or judicial interpretation and the Canadian
taxing authorities may take a different view than we have of the current law.

If the arrangements we have entered into result in our being considered to carry on business in Canada for purposes of the Canada Tax Act, U.S.
Resident Holders would be considered to be carrying on business in Canada and may be required to file Canadian tax returns and would be
subject to taxation in Canada on any income from such business that is considered to be attributable to a permanent establishment in Canada for
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It is the responsibility of each U.S. Resident Holder to investigate the legal and tax consequences, under the laws of pertinent jurisdictions,
including Canada, of an investment in us. Accordingly, each prospective U.S. Resident Holder is urged to consult, and depend upon, such
unitholder�s tax counsel or other advisor with regard to those matters. Further, it is the responsibility of each U.S. Resident Holder to file all state,
local and non-U.S., as well as U.S. federal tax returns, that may be required of such unitholder.
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PLAN OF DISTRIBUTION

As of the date of this prospectus, we have not been advised by the selling securityholder as to any plan of distribution. The selling securityholder
may choose not to sell any of its common units. Distributions of the common units by the selling securityholder, or by its partners, pledgees,
donees, transferees or other successors in interest, may from time to time be offered for sale either directly by the selling securityholder or other
person, or through underwriters, dealers or agents or on any exchange on which the common units may from time to time be traded, in the
over-the-counter market, in independently negotiated transactions or otherwise, at fixed prices that may be changed, at market prices prevailing
at the time of sale, at prices related to prevailing market prices or at prices otherwise negotiated. The methods by which the common units may
be sold include:

� underwritten transactions;

� privately negotiated transactions;

� exchange distributions and/or secondary distributions;

� sales in the over-the-counter market;

� ordinary brokerage transactions and transactions in which the broker solicits purchasers;

� broker-dealers may agree with the selling securityholder to sell a specified number of such common units at a stipulated price per
unit;

� a block trade (which may involve crosses) in which the broker or dealer so engaged will attempt to sell the securities as agent but
may position and resell a portion of the block as principal to facilitate the transaction;

� purchases by a broker or dealer as principal and resale by such broker or dealer for its own account pursuant to this prospectus;

� short sales;

� through the writing of options on the units, whether or not the options are listed on an options exchange;

� through the distributions of the units by the selling securityholder to its partners, members or stockholders;

� a combination of any such methods of sale; and

� any other method permitted pursuant to applicable law.
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The selling securityholder may effect such transactions by selling the common units to underwriters or to or through broker-dealers, and such
underwriters or broker-dealers may receive compensation in the form of discounts or commissions from the selling securityholder and may
receive commissions from the purchasers of the common units for whom they may act as agent. The selling securityholder may agree to
indemnify any underwriter, broker-dealer or agent that participates in transactions involving sales of the units against certain liabilities, including
liabilities arising under the Securities Act. We have agreed to register the common units for sale under the Securities Act and to indemnify the
selling securityholder and each person who participates as an underwriter in the offering of the units against certain civil liabilities, including
certain liabilities under the Securities Act.

We will pay the costs and expenses of the registration and offering of the common units offered hereby. We will not pay any underwriting fees,
discounts and selling commissions allocable to the selling securityholder�s sale of common units, which will be paid by the selling securityholder.
Broker-dealers may act as agent or may purchase securities as principal and thereafter resell the securities from time to time:

� in or through one or more transactions (which may involve crosses and block transactions) or distributions;

� on the New York Stock Exchange;

� in the over-the-counter market; or

� in private transactions.
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Broker-dealers or underwriters may receive compensation in the form of underwriting discounts or commissions and may receive commissions
from purchasers of the securities for whom they may act as agents. If any broker-dealer purchases the securities as principal, it may effect resales
of the securities from time to time to or through other broker-dealers, and other broker-dealers may receive compensation in the form of
concessions or commissions from the purchasers of securities for whom they may act as agents.

In connection with sales of the common units under this prospectus, the selling securityholder may enter into hedging transactions with
broker-dealers, who may in turn engage in short sales of the common units in the course of hedging the positions they assume. The selling
securityholder also may sell common units short and deliver them to close out the short positions or loan or pledge the common units to
broker-dealers that in turn may sell them.

From time to time, the selling securityholder may pledge, hypothecate or grant a security interest in some or all of the securities owned by it. The
pledgees, secured parties or persons to whom the securities have been hypothecated will, upon foreclosure in the event of default, be deemed to
be selling securityholder. The number of the selling securityholder�s securities offered under this prospectus will decrease as and when it takes
such actions. The plan of distribution for the selling securityholder�s securities will otherwise remain unchanged. In addition, the selling
securityholder may, from time to time, sell the securities short, and, in those instances, this prospectus may be delivered in connection with the
short sales and the securities offered under this prospectus may be used to cover short sales.

The selling securityholder and any underwriters, broker-dealers or agents who participate in the distribution of the common units may be
deemed to be �underwriters� within the meaning of the Securities Act. To the extent the selling securityholder is a broker-dealer, it is, according to
SEC interpretation, an �underwriter� within the meaning of the Securities Act. Underwriters are subject to the prospectus delivery requirements
under the Securities Act. If the selling securityholder is deemed to be an underwriter, the selling securityholder may be subject to certain
statutory liabilities under the Securities Act and the Exchange Act.

To the extent required, the names of the specific managing underwriter or underwriters, if any, as well as other important information, will be set
forth in one or more prospectus supplements. In that event, the discounts and commissions the selling securityholder will allow or pay to the
underwriters, if any, and the discounts and commissions the underwriters may allow or pay to dealers or agents, if any, will be set forth in, or
may be calculated from, the prospectus supplements. Any underwriters, brokers, dealers and agents who participate in any sale of the securities
may also engage in transactions with, or perform services for, us or our affiliates in the ordinary course of their businesses. We may indemnify
underwriters, brokers, dealers and agents against specific liabilities, including liabilities under the Securities Act.

In addition, the selling securityholder may sell common units in compliance with Rule 144, if available, or pursuant to other available
exemptions from the registration requirements under the Securities Act, rather than pursuant to this prospectus.

The selling securityholder and other persons participating in the sale or distribution of the securities will be subject to applicable provisions of
the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder, including Regulation M. This regulation may limit
the timing of purchases and sales of any of the securities by the selling securityholder and any other person. The anti-manipulation rules under
the Securities Exchange Act of 1934 may apply to sales of securities in the market and to the activities of the selling securityholder and its
affiliates. Furthermore, Regulation M may restrict the ability of any person engaged in the distribution of the securities to engage in
market-making activities with respect to the particular securities being distributed for a period of up to five business days before the distribution.
These restrictions may affect the marketability of the securities and the ability of any person or entity to engage in market-making activities with
respect to the securities.

The aggregate maximum compensation the underwriters will receive in connection with the sale of any securities under this prospectus and the
registration statement of which it forms a part will not exceed 10% of the gross proceeds from the sale.

To the extent required, this prospectus may be amended or supplemented from time to time to describe a specific plan of distribution. The place
and time of delivery for the securities in respect of which this prospectus is delivered may be set forth in the accompanying prospectus
supplement.

In connection with offerings under this shelf registration and in compliance with applicable law, underwriters, brokers or dealers may engage in
transactions which stabilize or maintain the market price of the securities at levels above those which might otherwise prevail in the open
market. Specifically, underwriters, brokers or dealers may overallot in connection with offerings, creating a short position in the securities for
their own accounts. For the purpose of covering a syndicate short position or stabilizing the price of the securities, the underwriters, brokers or
dealers may place bids for the securities or effect purchases of the securities in the open market. Finally, the underwriters may impose a penalty
whereby selling concessions allowed to syndicate members or other brokers or dealers for distribution of the securities in offerings may be
reclaimed by the syndicate if the syndicate repurchases the previously distributed securities in transactions to cover short positions, in
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be higher than the price that might otherwise prevail in the open market, and, if commenced, may be discontinued at any time.
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SERVICE OF PROCESS AND ENFORCEMENT OF CIVIL LIABILITIES

Teekay LNG Partners L.P. is organized under the laws of the Republic of The Marshall Islands as a limited partnership. Our general partner is
organized under the laws of the Republic of The Marshall Islands as a limited liability company. The Republic of The Marshall Islands has a less
developed body of securities laws as compared to the United States and provides protections for investors to a significantly lesser extent.

Most of the directors and officers of our general partner and those of our subsidiaries are residents of countries other than the United States.
Substantially all of our and our subsidiaries� assets and a substantial portion of the assets of the directors and officers of our general partner are
located outside the United States. As a result, it may be difficult or impossible for United States investors to effect service of process within the
United States upon us, our general partner, our subsidiaries or the directors and officers of our general partner or to realize against us or them
judgments obtained in United States courts, including judgments predicated upon the civil liability provisions of the securities laws of the
United States or any state in the United States. However, we have expressly submitted to the jurisdiction of the U.S. federal and New York state
courts sitting in the City of New York for the purpose of any suit, action or proceeding arising under the securities laws of the United States or
any state in the United States, and we have appointed Watson, Farley & Williams LLP to accept service of process on our behalf in any such
action.

Watson, Farley & Williams LLP, our counsel as to Marshall Islands law, has advised us that there is uncertainty as to whether the courts of the
Republic of The Marshall Islands would (1) recognize or enforce against us, our general partner or our general partner�s directors or officers
judgments of courts of the United States based on civil liability provisions of applicable U.S. federal and state securities laws or (2) impose
liabilities against us, our general partner or our general partner�s directors and officers in original actions brought in the Republic of The Marshall
Islands, based on these laws.

LEGAL MATTERS

Unless otherwise stated in the applicable prospectus supplement, the validity of the common units and certain other legal matters with respect to
the laws of the Republic of The Marshall Islands will be passed upon for us by our counsel as to Marshall Islands law, Watson, Farley &
Williams LLP. Certain other legal matters will be passed upon for us by Perkins Coie LLP, Portland, Oregon. Any underwriter will be advised
about other issues relating to any offering by its own legal counsel. If certain legal matters in connection with an offering of the common units
made by this prospectus and a related prospectus supplement are passed on by counsel for the underwriters for such offering, that counsel will be
named in the applicable prospectus supplement related to the offering.

EXPERTS

The consolidated financial statements of Teekay LNG Partners L.P. as of December 31, 2012 and 2011, and for each of the years in the two-year
period ended December 31, 2012, management�s assessment of the effectiveness of internal control over financial reporting as of December 31,
2012 and the consolidated financial statements of MALT LNG Holdings ApS as of and for the year ended December 31, 2012, have been
incorporated by reference herein in reliance upon the reports of KPMG LLP, independent registered public accounting firm, incorporated by
reference herein, and upon the authority of said firm as experts in accounting and auditing.

The consolidated statements of income, changes in total equity and cash flows of Teekay LNG Partners L.P. for the year ended December 31,
2010 appearing in its Annual Report on Form 20-F for the year ended December 31, 2012, have been audited by Ernst & Young LLP,
independent registered public accounting firm, as set forth in their report thereon included therein, and incorporated herein by reference. Such
consolidated financial statements are incorporated herein by reference in reliance upon such report given on the authority of such firm as experts
in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

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

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

INCORPORATION OF DOCUMENTS BY REFERENCE

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

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

� our Annual Report on Form 20-F for the fiscal year ended December 31, 2012;

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

� our Reports on Form 6-K furnished to the SEC on May 7, 2013, May 17, 2013 and August 15, 2013;

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

� the description of our common units contained in our Registration Statement on Form 8-A/A filed on May 13, 2011, including any
subsequent amendments or reports filed for the purpose of updating such description.

These reports contain important information about us, our financial condition and our results of operations.

You may obtain any of the documents incorporated by reference in this prospectus from the SEC through its public reference facilities or its
website at the addresses provided above. You also may request a copy of any document incorporated by reference in this prospectus (excluding
any exhibits to those documents, unless the exhibit is specifically incorporated by reference in this document), at no cost, by visiting our internet
website at www.teekaylng.com, or by writing or calling us at the following address:

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

69 Pitts Bay Road

Hamilton HM 08, Bermuda

Attn: Corporate Secretary

(441) 298-2530

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

The following table sets forth costs and expenses, other than any underwriting discounts and commissions, we expect to incur in connection with
the issuance and distribution of the common units covered by this prospectus. All amounts are estimated except the SEC registration fee.

U.S. Securities and Exchange Commission registration fee $  5,350.58
Legal fees and expenses *
Accounting fees and expenses *
Printing costs *
Transfer agent fees *

Total $ *

* To be provided in a prospectus supplement or in a Report on Form 6-K subsequently incorporated by reference into this prospectus.
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