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If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. o

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

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

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

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. o

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to
delay its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED NOVEMBER 14, 2005
PROSPECTUS
4,000,000 Common Units
Representing Limited Partner Interests
Teekay LNG Partners L.P.
$ per common unit

We are selling 4,000,000 common units. We have granted the underwriters an option to purchase up to 600,000
additional common units to cover over-allotments, if any.

We are a Marshall Islands limited partnership formed by Teekay Shipping Corporation as part of its strategy to
expand its operations in the liquefied natural gas (or LNG) marine transportation sector. Holders of our common units
are entitled to receive distributions of available cash of $0.4125 per quarter, or $1.65 on an annualized basis, before
any distributions are paid on our subordinated units. We will only make these distributions to the extent we have
sufficient cash from operations after establishment of cash reserves and payment of fees and expenses. The common
units are listed on the New York Stock Exchange, where they trade under the symbol TGP. On November 11, 2005,
the last reported sales price of our common units on the New York Stock Exchange was $30.11.

Investing in our common units involves risk. Please read Risk Factors beginning on page 20.
These risks include the following:
We may not have sufficient cash from operations to enable us to pay the minimum quarterly distribution on

our common units following the establishment of cash reserves and payment of fees and expenses.

We must make substantial capital expenditures to maintain and expand the operating capacity of our fleet,
which reduces our cash available for distribution.

Our substantial debt levels may limit our ability to obtain additional financing, pursue other business
opportunities and pay distributions to you.

We derive a substantial majority of our revenues from a limited number of customers, and the loss of any
customer, time charter or vessel could result in a significant loss of revenues and cash flow.

We depend on Teekay Shipping Corporation to assist us in operating our business, competing in our markets
and providing interim financing for three new LNG carriers.

Our growth depends on continued growth in demand for LNG and LNG shipping.
Teekay Shipping Corporation and its affiliates may engage in competition with us.

Our general partner and its affiliates have conflicts of interest and limited fiduciary duties, which may permit
them to favor their own interests to your detriment.

Even if unitholders are dissatisfied, they cannot remove our general partner without its consent.
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You may be required to pay taxes on your share of our income even if you do not receive any cash
distributions from us.
Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

Per Common

Unit Total
Public Offering Price $ $
Underwriting Discount $ $
Proceeds to Teekay LNG Partners L.P. (before expenses) $ $
The underwriters expect to deliver the common units on or about , 2005.
Citigroup
A.G. Edwards UBS Investment Bank Wachovia Securities Morgan Stanley
Raymond James Deutsche Bank Securities
DnB NOR Markets HSBC

, 2005
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Risks Inherent in Our Business

We may not have sufficient cash from operations to enable us to pay the minimum guarterly
distribution on our common units following the establishment of cash reserves and payment of fees
and expenses.

The assumptions underlying our financial estimates relating to the operation of the three Suezmax
tankers we will acquire from Teekay Shipping Corporation that we include in the Summa section
of this prospectus are inherently uncertain and are subject to significant business, economic,
financial, regulatory and competitive risks and uncertainties that could cause actual results to

differ materially from those estimated.
We make substantial capital expenditures to maintain the operating capacity of our fleet, which

reduce our cash available for distribution. In addition, each quarter our general partner is

required to deduct estimated maintenance capital expenditures from operating surplus. which ma

result in less cash available to unitholders than if actual maintenance capital expenditures were
deducted.

We will be required to make substantial capital expenditures to expand the size of our fleet. We
generally will be required to make significant installment payments for acquisitions of new

building vessels prior to their delivery and generation of revenue. Depending on whether we
inance our expenditures through cash from operations or by issuing debt or equity securities. our
ability to make cash distributions may be diminished or our financial leverage could increase or
our unitholders could be diluted.
Qur substantial debt levels may limit our flexibili

pursuing other business opportunities.

We derive a substantial majority of our revenues from a limited number of customers, and the loss
of any customer, time charter or vessel could result in a significant loss of revenues and cash flow.
We depend on Teekay Shipping Corporation to assist us in operating our business, competing in

our markets, and providing interim financing for certain vessel acquisitions.
Our growth depends on continued growth in demand for LNG and LNG shipping.

Growth of the LNG market may be limited by infrastructure constraints and community and
environmental group resistance to new LNG infrastructure over concerns about the environment
safety and terrorism.

Our growth depends on our ability to expand relationships with existing customers and obtain new
customers, for which we face substantial competition.
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Delays in deliveries of newbuildings could harm our operating results and lead to the termination
of related time charters.
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We may have more difficulty entering into long-term. fixed-rate time charters if an active short-term

or spot LNG shipping market develops.

Over time, vessel values may fluctuate substantially and, if these values are lower at a time when we
are attempting to dispose of a vessel, we may incur a loss.

We may be unable to make or realize expected benefits from acquisitions, and implementing our

rowth strategy through acquisitions may harm our business. financial condition and operatin
results.
Terrorist attacks. increased hostilities or war could lead to further economic instability, increased

costs and disruption of our business.

QOur substantial operations outside the United States expose us to political, governmental and
economic instability, which could harm our operations.

Marine transportation is inherently risky. and an incident involving significant loss of or
environmental contamination by any of our vessels could harm our reputation and business.

QOur insurance may be insufficient to cover losses that may occur to our property or result from our
operations.

The marine energy transportation industry is subject to substantial environmental and other
regulations, which may significantly limit our operations or incredase our expenses.

Exposure to currency exchange rate fluctuations will result in fluctuations in our cash flows and
operating results.

Many of our seafaring emplovees are covered by collective bargaining agreements and the failure to

renew those agreements or any future labor agreements may disrupt our operations and adversel

affect our cash flows.
Due to our lack of diversification, adverse developments in our LNG or oil marine transportation
business could reduce our ability to make distributions to our unitholders.

Risks Inherent in an Investment in Us

Teekay Shipping Corporation and its affiliates may engage in competition with us.

QOur general partner and its other affiliates have conflicts of interest and limited fiduciary duties,
which may permit them to favor their own interests to vour detriment.

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

Fees and cost reimbursements, which our general partner determines for services provided to us and
certain of our subsidiaries, are substantial and reduce our cash available for distribution to you.
Even if unitholders are dissatisfied, they cannot remove our general partner without its consent.

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

You will experience immediate and substantial dilution of $13.37 per common unit.

We may issue additional common units without your approval, which would dilute your ownership
interests.

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

QOur general partner has a limited call right that may require you to sell your common units at an

undesirable time or price.
Qur partnership agreement restricts the voting rights of unitholders owning 20% or more of our

COMMON UNits.
You may not have limited liability if a court finds that unitholder action constitutes control of our
business.

QOur financing agreements will contain operating and financial restrictions which may restrict our
business and financing activities.

Restrictions in our debt agreements may prevent us from paving distributions.
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We can borrow money to pay distributions, which would reduce the amount of credit available to
operate our business.
Unitholders may have liability to repay distributions.

We have been organized as a limited partnership under the laws of the Republic of The Marshall

Islands, which does not have a well-developed body of partnership law.

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

Tax Risks
You may be required to pay U.S. taxes on your share of our income even if you do not receive an

cash distributions from us.

Because distributions may reduce your tax basis in our common units, vou may realize greater
gain on the disposition of your units than you may otherwise expect, and you may have a tax gain
even if the price you receive is less than your original cost.

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

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

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

You may be subject to income tax in one or more non-U.S. countries, including Canada, as a
result of owning our common units if. under the laws of any such country. we are considered to be

carrying on business there. Such laws may require you to file a tax return with and pay taxes to

those countries. Any foreign taxes imposed on us or any of our subsidiaries will reduce our cash
available for distribution to you.
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You should rely only on the information contained in this prospectus. We have not, and the underwriters have not,

authorized any other person to provide you with different information. If anyone provides you with different or
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appearing in this prospectus is accurate as of the date on the front cover of this prospectus only. Our business,
financial condition, results of operations and prospects may have changed since that date.
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SUMMARY

This summary highlights information contained elsewhere in this prospectus. You should read the entire
prospectus carefully, including the historical and pro forma financial statements and the notes to those financial
statements. The information presented in this prospectus assumes that the underwriters over-allotment option is not
exercised. You should read ~ Summary of Risk Factors and Risk Factors for information about important factors that
you should consider before buying the common units. We include a glossary of some of the terms used in this
prospectus in Appendix A. Unless otherwise indicated, all references to dollars and $ in this prospectus are to, and
amounts are presented in, U.S. Dollars.

References in this prospectus to Teekay LNG Partners, we, our, us or similar terms when used for periods prio;
our initial public offering on May 10, 2005, refer to the assets of Teekay Shipping Corporation and its subsidiaries
that were contributed to Teekay LNG Partners L.P. and its subsidiaries in connection with the initial public offering.
For periods after May 10, 2005, those terms refer, depending on the context, to Teekay LNG Partners L.P. and/or any
one or more of its subsidiaries. References in this prospectus to Teekay Shipping Corporation refer to Teekay
Shipping Corporation and/or any one or more of its subsidiaries.

Teekay LNG Partners L.P.

We are an international provider of liquefied natural gas (or LNG) and crude oil marine transportation services.
We were formed in November 2004 by Teekay Shipping Corporation, the world s largest owner and operator of
medium-sized crude oil tankers, to expand its operations in the LNG shipping sector. Our growth strategy focuses on
expanding our fleet of LNG carriers under long-term, fixed-rate charters. We view our Suezmax tanker fleet primarily
as a source of stable cash flow as we expand our LNG operations. We seek to leverage the expertise, relationships and
reputation of Teekay Shipping Corporation and its affiliates to pursue growth opportunities in the LNG shipping
sector. Teekay Shipping Corporation, which owns and controls our general partner, will own a 66.9% limited partner
interest in us upon the closing of this offering.

Our fleet currently consists of four LNG carriers and five Suezmax class crude oil tankers, all of which are
double-hulled. Our fleet is young, with an average age of approximately two years for our LNG carriers and
approximately three years for our existing Suezmax tankers, compared to world averages of 13.4 years and 8.6 years,
respectively, as of October 1, 2005.

These vessels operate under long-term, fixed-rate time charters with major energy and utility companies. The
average remaining term for these charters is approximately 20 years for our LNG carriers and approximately 17 years
for our Suezmax tankers, subject, in certain circumstances, to termination or vessel purchase rights.

Recent Developments
Third Quarter Results

For the quarter ended September 30, 2005, we generated voyage revenues of $34.8 million, net income of
$8.9 million and income before interest, taxes, depreciation and amortization, or EBITDA, of $26.7 million. Our
results for the quarter include interest expense of $14.4 million, interest income of $5.6 million and a foreign currency
exchange gain of $1.3 million. During the quarter, we generated $13.7 million of distributable cash flow. Teekay GP
LLC, our general partner, declared a cash distribution of $0.4125 per unit ($1.65 per unit on an annualized basis) for
the quarter, representing a total cash distribution of $12.8 million, which was paid on November 14, 2005 to all
unitholders of record on November 9, 2005. Please read Non-GAAP Financial Measures in Appendix B for
explanations of EBITDA and distributable cash flow and reconciliations to the most directly comparable GAAP
financial measures.

16
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Agreement to Purchase Three Suezmax Tankers

We have agreed to purchase from Teekay Shipping Corporation, upon the closing of this offering, three
double-hulled Suezmax crude oil tankers (the African Spirit, the Asian Spirit and the European Spirit) for an
aggregate purchase price of $180 million. These vessels have an average age of two years and operate pursuant to
fixed-rate time charters to a subsidiary of ConocoPhillips, an integrated, international energy company. Each charter
has a remaining scheduled term of approximately 10 years, subject to certain termination and vessel sale and purchase
rights. In addition, ConocoPhillips has the option to extend the time charters up to an additional six years. If
ConocoPhillips declines to exercise this option, we have granted Teekay Shipping Corporation the right to charter the
vessels for up to six years under the same pricing terms and conditions as those in the time charters with
ConocoPhillips. While the vessels are under charter to ConocoPhillips, Teekay Shipping Corporation will manage
their operation pursuant to existing ship management agreements.

The transaction and purchase price have been approved by the conflicts committee of our general partner s board of
directors, which committee consists of three independent directors.

We will purchase the three Suezmax tankers with a combination of the net proceeds from this offering and
borrowings under our existing $100 million credit facility, cash balances or both. We will use any net proceeds from
the exercise of the over-allotment option to repay amounts borrowed under the credit facility to purchase the vessels
or for general partnership purposes.

Following the closing of this offering, we anticipate entering into a $137.5 million revolving credit facility secured
by the three Suezmax tankers we will acquire from Teekay Shipping Corporation. This facility initially would be
undrawn, but would remain available to finance future projects and general partnership purposes.

We have agreed to acquire the vessels from Teekay Shipping Corporation for the following reasons:

the long-term, fixed-rate charters fit our objective of generating stable cash flows;

the acquisition will further diversify our customer base;

the acquisition is expected to increase our financial strength and flexibility by increasing our cash flow and
allowing us to obtain other debt financing secured by the vessels, which will be unencumbered when transferred
to us; and

the acquisition is expected to increase distributable cash flow per unit.

We estimate that the three Suezmax tankers will contribute to us during the 12 months following this offering total
EBITDA of between $19 million and $21 million and net income of between $10.2 million and $12.2 million. We
based both these estimates on the fixed rates in the charters, current vessel operating costs and ship management fees
associated with these vessels and, in addition only for estimated net income, on interest rates and the estimated net
proceeds of this offering. We may not realize this level of EBITDA or net income from the vessels. Please read

Non-GAAP Financial Measures in Appendix B for a reconciliation of this estimated EBITDA to the most directly
comparable GAAP financial measure.

As a result of this acquisition, our management intends to recommend to the board of directors of our general
partner an increase in the amount of our quarterly distribution, which would become effective by our distribution for
the quarter ending March 31, 2006. Any such increase would be conditioned upon, among other things, the approval
of the board of directors of our general partner and the absence of any material adverse developments or potentially
attractive opportunities that would make such an increase inadvisable.

Agreement to Purchase RasGas II Interest

We have agreed to acquire from Teekay Shipping Corporation its 70% interest in Teekay Nakilat Corporation (or
Teekay Nakilat), which owns three 151,700 cubic meter, double-hulled LNG newbuilding carriers. We expect to take
delivery of these LNG newbuildings during the fourth quarter of 2006 and the

2
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first half of 2007. Upon their deliveries, the vessels will provide transportation services under 20-year, fixed-rate time
charters to Ras Laffan Liquefied Natural Gas Co. Limited (II) (or RasGas II), a joint venture between Qatar Petroleum
and ExxonMobil RasGas Inc., a subsidiary of ExxonMobil Corporation, established for the purpose of expanding
LNG production in Qatar. In July 2005, Qatar Gas Transport Company Ltd. (Nakilat) exercised its option to purchase
the remaining 30% of Teekay Nakilat.

The estimated purchase price for the 70% interest in Teekay Nakilat is $92.8 million, plus the assumption of
approximately $327.7 million of long-term debt. We anticipate that Teekay Shipping Corporation will complete U.K.
lease arrangements to finance these three vessels. We estimate that these lease arrangements would increase our
financial returns from this project by reducing our equity contribution required for the vessels by approximately $40
million from the current estimate of $92.8 million, while only reducing the annual EBITDA attributable to the project
by approximately 3%. Teekay Shipping Corporation may be unable to complete these lease arrangements.

Potential Additional Projects

We have the contractual right to acquire from Teekay Shipping Corporation its interest in LNG projects it is
awarded. These include the following projects that were awarded to Teekay Shipping Corporation in July and August
2005:

Tangguh LNG Project. Teekay Shipping Corporation has been awarded a 70% interest in two LNG carriers and
related 20-year, fixed-rate time charters to service the Tangguh LNG project in Indonesia. The customer will be
The Tangguh Production Sharing Contractors, a consortium led by BP Berau, a subsidiary of BP plc. Teekay
Shipping Corporation has contracted to construct two double-hulled LNG carriers of 155,000 cubic meters each
at a total delivered cost of approximately $450 million. The charters will commence upon vessel deliveries,
which are scheduled for late 2008 and early 2009. Teekay Shipping Corporation will have operational
responsibility for the vessels in this project. The remaining 30% interest in the project is held by BLT LNG
Tangguh Corporation, a subsidiary of PT Berlian Laju Tanker Tbk.

RasGas 3 LNG Project. Teekay Shipping Corporation has been awarded a 40% interest in four LNG carriers and
related 25-year, fixed-rate time charters (with options to extend up to an additional 10 years) to service expansion
of the LNG project in Qatar. The customer will be Ras Laffan Liquefied Natural Gas Co. Limited (3), a joint
venture company between Qatar Petroleum and a subsidiary of ExxonMobil Corporation. Teekay Shipping
Corporation has contracted to construct four double-hulled LNG carriers of 217,000 cubic meters each at a total
delivered cost of approximately $1.1 billion. The charters will commence upon vessel deliveries, which are
scheduled for the first half of 2008. The remaining 60% interest in the project will be held by Qatar Gas
Transport Company Ltd. (Nakilat). Teekay Shipping Corporation will have operational responsibility for the
vessels in this project. Under the charters, Qatar Gas Transport Company Ltd. (Nakilat) may assume operational
responsibility beginning 10 years following delivery of the vessels.
Teekay Shipping Corporation is obligated to offer us the opportunity to pursue these projects no later than
180 days before the scheduled delivery date of the vessels. The conflicts committee of our general partner s board of
directors must approve any decision to pursue or decline such an opportunity. Our management may not recommend
pursuing either of these opportunities, our conflicts committee may not approve pursuing them or we may not have the
financial ability to pursue them. If we decline an LNG project awarded to Teekay Shipping Corporation and offered to
us, Teekay Shipping Corporation may pursue the project and we will have no further rights in the project.

3
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Business Opportunities
We believe the following industry dynamics create a favorable environment in which to expand our LNG
business:

Strong increase in demand for LNG vessels. Natural gas represented approximately 23% of world energy
consumption in 2002 and is the fastest-growing primary energy source according to the U.S. Department of
Energy. Due to the vast distances between many areas of natural gas production and consumption and related
impracticalities of building pipelines, seaborne transportation of LNG provides either the only or the most
cost-effective means of transporting natural gas to many consuming regions. To meet projected LNG shipping
demand, LNG Shipping Solutions Ltd. estimates that the world LNG carrier fleet must expand to approximately
386 vessels by 2010 from its current size of 187 existing vessels and 123 vessels under order or construction as of
October 1, 2005.

Globalization of LNG trade routes. We believe more opportunities to transport LNG are developing outside
traditional trade routes. We expect the Middle East and Africa to continue to be increasingly important LNG
exporting areas and Russia, with its vast natural gas reserves, to become an LNG exporter. We also expect
Europe and North America to be among the major LNG importers. We believe that the increase in the number
and scope of LNG trade routes will result in greater accessibility to LNG and lead to increased LNG demand.

Increasing ownership of world LNG carrier fleet by independent owners. Until recently, major private and
state-owned energy companies owned most of the world LNG carrier fleet. We believe that the increasing
ownership of the world LNG fleet by independent owners is attributable in part to the desire of some major
energy companies to limit their commitment to:

the marine transportation business, which is non-core to their operations, and

the cost of financing new LNG carriers in addition to the high construction costs of LNG facilities.
Stringent customer standards favor high-quality operators. Major energy companies are highly selective in their
choice of LNG transportation partners and impose increasingly stringent pre-qualification operational and
financial standards that LNG vessel operators must meet prior to bidding on nearly all significant LNG
transportation contracts. We believe that these rigorous and comprehensive standards will increase our ability,
relative to less qualified or experienced operators, to compete effectively for new LNG contracts.
Business Strategies
Our primary business objective is to increase distributable cash flow per unit by executing the following strategies:
Continue our practice of acquiring LNG carriers after long-term, fixed-rate time charters have been awarded for
an LNG project, rather than ordering vessels on a speculative basis.

Expand our LNG operations globally by selectively targeting long-term, fixed-rate time charters, joint ventures
and acquisitions of vessels or other LNG shipping businesses.

Leverage our own and Teekay Shipping Corporation s operational expertise to create a sustainable competitive
advantage with consistent delivery of superior customer service by maintaining high reliability, safety,
environmental and quality standards.

Manage our fleet of Suezmax tankers to provide stable cash flows and a source of funding for expansion of our
LNG operations.
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Competitive Strengths
We believe the following competitive strengths will enable us to successfully execute our business strategies:
We have a strategic platform from which to expand our presence in the rapidly growing LNG shipping sector.

Our management and the personnel of Teekay Shipping Corporation s subsidiaries who provide services to us
have extensive experience in fleet expansion.

We believe our relationship with Teekay Shipping Corporation and its prominence and extensive customer
relationships in the shipping industry significantly enhance our growth opportunities.

We supplement our operational experience through continued access to Teekay Shipping Corporation s expertise
in various functions critical to our vessel operations.

We have financial flexibility to pursue acquisitions and other expansion opportunities through additional debt
borrowings and the issuance of additional partnership units.
Summary of Risk Factors
An investment in our common units involves risks associated with our business, our partnership structure and the
tax characteristics of our common units. Those risks are described under the caption Risk Factors beginning on
page 20 and include:
Risks Inherent in Our Business
We may not have sufficient cash from operations to enable us to pay the minimum quarterly distribution on our
common units following the establishment of cash reserves and payment of fees and expenses.

The assumptions underlying our financial estimates we include in the Summary section of this prospectus are
inherently uncertain and are subject to significant business, economic, financial, regulatory and competitive risks
and uncertainties that could cause actual results to differ materially from those estimated.

We make substantial capital expenditures to maintain the operating capacity of our fleet, which reduce our cash
available for distribution. In addition, each quarter our general partner is required to deduct estimated
maintenance capital expenditures from operating surplus, which may result in less cash available to unitholders
than if actual maintenance capital expenditures were deducted.

We will be required to make substantial capital expenditures to expand the size of our fleet. We generally will be
required to make significant installment payments for acquisitions of newbuilding vessels prior to their delivery
and generation of revenue. Depending on whether we finance our expenditures through cash from operations or
by issuing debt or equity securities, our ability to make cash distributions may be diminished or our financial
leverage could increase or our unitholders could be diluted.

Our substantial debt levels may limit our flexibility in obtaining additional financing and in pursuing other
business opportunities.

We derive a substantial majority of our revenues from a limited number of customers, and the loss of any
customer, time charter or vessel could result in a significant loss of revenues and cash flow.

We depend on Teekay Shipping Corporation to assist us in operating our business, competing in our markets, and
providing interim financing for three new LNG carriers.

Our growth depends on continued growth in demand for LNG and LNG shipping.
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Growth of the LNG market may be limited by infrastructure constraints and community and environmental group
resistance to new LNG infrastructure over concerns about the environment, safety and terrorism.

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

Delays in deliveries of newbuildings could harm our operating results and lead to the termination of related time
charters.

We may have more difficulty entering into long-term, fixed-rate time charters if an active short-term or spot LNG
shipping market develops.

Over time, vessel values may fluctuate substantially and, if these values are lower at a time when we are
attempting to dispose of a vessel, we may incur a loss.

We may be unable to make or realize expected benefits from acquisitions, and implementing our growth strategy
through acquisitions may harm our business, financial condition and operating results.

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

Our substantial operations outside the United States expose us to political, governmental and economic
instability, which could harm our operations.

Our insurance may be insufficient to cover losses that may occur to our property or result from our operations.

The marine energy transportation industry is subject to substantial environmental and other regulations, which
may significantly limit our operations or increase our expenses.

Exposure to currency exchange rate fluctuations will result in fluctuations in our cash flows and operating results.
Risks Inherent in an Investment in Us

Teekay Shipping Corporation and its affiliates may engage in competition with us.

Our general partner and its other affiliates have conflicts of interest and limited fiduciary duties, which may
permit them to favor their own interests to your detriment.

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

Fees and cost reimbursements, which our general partner determines for services provided to us and certain of
our subsidiaries, are substantial and reduce our cash available for distribution to you.

Even if unitholders are dissatisfied, they cannot remove our general partner without its consent.
The control of our general partner may be transferred to a third party without unitholder consent.
You will experience immediate and substantial dilution of $13.37 per common unit.

We may issue additional common units without your approval, which would dilute your ownership interests.
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In establishing cash reserves, our general partner may reduce the amount of cash available for distribution to you.

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

6
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Because we are organized under the laws of the Marshall Islands, it may be difficult to serve us with legal process
or enforce judgments against us, our directors or our management. Please read Service of Process and
Enforcement of Civil Liabilities.

Tax Risks
You may be required to pay U.S. taxes on your share of our income even if you do not receive any cash
distributions from us.

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

The after-tax benefit of an investment in the common units may be reduced if we are not treated as a partnership
for U.S. federal income tax purposes.

You may be subject to income tax in one or more non-U.S. countries as a result of owning our common units if,
under the laws of any such country, we are considered to be carrying on business there. Such laws may require
you to file a tax return with, and pay taxes to, those countries. Any foreign taxes imposed on us or any of our
subsidiaries will reduce our cash available for distribution to you.

7
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Holding Company and Organizational Structures
We are a holding entity and conduct our operations and business through subsidiaries, as is common with publicly
traded limited partnerships, to maximize operational flexibility. Teekay LNG Operating L.L.C., a limited liability
company organized in the Marshall Islands, is our only directly owned subsidiary and conducts all of our operations
through itself and its subsidiaries.
The following diagram depicts our organizational structure after giving effect to this offering:

Public Common Units 31.1%
Teekay Shipping Corporation s Common Units 24.9
Teekay Shipping Corporation s Subordinated Units 42.0
General Partner Interest 2.0
100.0%

* These entities, which we will acquire from Teekay Shipping Corporation upon the closing of this offering, own
three Suezmax tankers.
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Management of Teekay LNG Partners L.P.

Our general partner, Teekay GP L.L.C., a Marshall Islands limited liability company, manages our operations and
activities. The executive officers and three of the seven directors of Teekay GP L.L.C. also serve as executive officers
or directors of Teekay Shipping Corporation. For more information about these individuals, please read Management
Directors, Executive Officers and Key Employees.

Unlike shareholders in a publicly traded corporation, our unitholders are not entitled to elect our general partner or
its directors.

Our general partner does not receive any management fee or other compensation in connection with its
management of our business, but it is entitled to be reimbursed for all direct and indirect expenses incurred on our
behalf. Our general partner is also entitled to distributions on its general partner interest and, if specified requirements
are met, on its incentive distribution rights. Please read Certain Relationships and Related Party Transactions and

Management Reimbursement of Expenses of Our General Partner.

We and certain of our operating subsidiaries have entered into, and may enter into additional, services agreements
with certain subsidiaries of Teekay Shipping Corporation relating to the provision to us of administrative services and
to such operating subsidiaries of strategic consulting, advisory, ship management, technical and administrative
services. Please read Certain Relationships and Related Party Transactions Advisory and Administrative Services
Agreements.

Principal Executive Offices and Internet Address; SEC Filing Requirements

Our principal executive offices are located at TK House, Bayside Executive Park, West Bay Street and Blake
Road, Nassau, Commonwealth of The Bahamas, and our phone number is (242) 502-8820. Our website is located at
http://www .teekaylng.com. We make our periodic reports and other information filed with or furnished to the SEC
available, free of charge, through our website, as soon as reasonably practicable after those reports and other
information are electronically filed with or furnished to the SEC. Information on our website or any other website is
not incorporated by reference into this prospectus and does not constitute a part of this prospectus. Please read Where
You Can Find More Information for an explanation of our reporting requirements as a foreign private issuer, which
differ from those applicable to public companies organized in the United States.

Summary of Conflicts of Interest and Fiduciary Duties

Teekay GP L.L.C., our general partner, has a legal duty to manage us in a manner beneficial to our unitholders.
This legal duty is commonly referred to as a fiduciary duty. However, because Teekay GP L.L.C. is owned by Teekay
Shipping Corporation, the officers and directors of Teekay GP L.L.C. also have fiduciary duties to manage the
business of Teekay GP L.L.C. in a manner beneficial to Teekay Shipping Corporation. In addition:

the executive officers and three of the seven directors of Teekay GP L.L.C. also serve as executive officers or
directors of Teekay Shipping Corporation, and another director of Teekay GP L.L.C. is employed by an affiliate
of Teekay Shipping Corporation;

Teekay Shipping Corporation and its other affiliates may engage in competition with us; and

we and certain of our operating subsidiaries have entered into arrangements, and may enter into additional
arrangements, with Teekay Shipping Corporation and certain of its subsidiaries relating to the sale of certain
vessels, the purchase of additional vessels, the provision of certain services and other matters.
Please read Management Directors, Executive Officers and Key Employees and Certain Relationships and Related
Party Transactions.
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As a result of these relationships, conflicts of interest may arise between us and our unitholders, on the one hand,
and Teekay Shipping Corporation and its other affiliates, including our general partner, on the other hand. For a more
detailed description of the conflicts of interest and fiduciary duties of our general partner, please read Conflicts of
Interest and Fiduciary Duties.

In addition, our partnership agreement contains provisions that reduce the standards to which our general partner
would otherwise be held under Marshall Islands law. For example, our partnership agreement limits the liability and
reduces the fiduciary duties of our general partner to our unitholders. Our partnership agreement also restricts the
remedies available to unitholders. By purchasing a common unit, you are treated as having agreed to the modified
standard of fiduciary duties and to certain actions that may be taken by our general partner, all as set forth in the
partnership agreement. Please read Conflicts of Interest and Fiduciary Duties for a description of the fiduciary duties
that would otherwise be imposed on our general partner under Marshall Islands law, the material modifications of
those duties contained in our partnership agreement and certain legal rights and remedies available to our unitholders
under Marshall Islands law.

For a description of our other relationships with our affiliates, please read Certain Relationships and Related Party
Transactions.
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The Offering
4,000,000 common units.

4,600,000 common units if the underwriters exercise their over-allotment option in
full.

19,638,072 common units and 14,734,572 subordinated units, representing 56.0%
and 42.0% limited partner interests in us, respectively, assuming no exercise of the
over-allotment option.

We intend to apply the net proceeds of this offering, along with borrowings on our
credit facility, cash balances or both, towards the purchase price for the three
Suezmax tankers and related long-term, fixed-rate time charters we will acquire
from Teekay Shipping Corporation upon the closing of this offering.

The net proceeds from any exercise of the underwriters over-allotment option will
be used to repay borrowings under our credit facility or for general partnership
purposes.

We make minimum quarterly distributions of $0.4125 per common unit to the
extent we have sufficient cash from operations after establishment of cash reserves
and payment of fees and expenses, including payments to our general partner. In
general, we pay any cash distributions we make each quarter in the following
manner:

first, 98% to the holders of common units and 2% to our general partner, until each
common unit has received a minimum quarterly distribution of $0.4125 plus any
arrearages from prior quarters;

second, 98% to the holders of subordinated units and 2% to our general partner,
until each subordinated unit has received a minimum quarterly distribution of
$0.4125; and

third, 98% to all unitholders, pro rata, and 2% to our general partner, until each unit
has received an aggregate distribution of $0.4625.

If cash distributions exceed $0.4625 per unit in a quarter, our general partner will
receive increasing percentages, up to 50%, of the cash we distribute in excess of
that amount. We refer to these distributions as incentive distributions.

We must distribute all of our cash on hand at the end of each quarter, less reserves
established by our general partner to provide for the proper conduct of our business,
to comply with any applicable debt instruments or to provide funds for future
distributions. We refer to this cash as available cash, and we define its meaning in
our partnership agreement and in the glossary of terms attached as Appendix A. The
amount of available cash may be greater than or less than the aggregate
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Subordinated units

Early conversion of subordinated
units

Issuance of additional units

Limited voting rights

Limited call right

amount of the minimum quarterly distribution to be distributed on all units.

Teekay Shipping Corporation owns all of our subordinated units. The principal
difference between our common units and subordinated units is that in any quarter
during the subordination period the subordinated units are entitled to receive the
minimum quarterly distribution of $0.4125 only after the common units have
received the minimum quarterly distribution and arrearages in the payment of the
minimum quarterly distribution from prior quarters. Subordinated units do not
accrue arrearages. The subordination period will end once we meet the financial
tests in the partnership agreement, but it generally cannot end before March 31,
2010. These financial tests require us to have earned and paid the minimum
quarterly distribution on all of our outstanding units for three consecutive,
non-overlapping four-quarter periods.

When the subordination period ends, all remaining subordinated units will convert
into common units on a one-for-one basis, and the common units will no longer be
entitled to arrearages.

If we meet the financial tests in the partnership agreement for any three
consecutive, non-overlapping four-quarter periods ending on or after March 31,
2008, 25% of the subordinated units will convert into common units. If we meet
these tests for any three consecutive, non-overlapping four-quarter periods ending
on or after March 31, 2009, an additional 25% of the subordinated units will
convert into common units. The early conversion of the second 25% of the
subordinated units may not occur until at least one year after the early conversion of
the first 25% of subordinated units.

We can issue an unlimited number of units without the consent of our unitholders.

Our general partner manages and operates us. Unlike the holders of common stock
in a corporation, you will have only limited voting rights on matters affecting our
business. You will have no right to elect our general partner or the directors of our
general partner on an annual or other continuing basis. Our general partner may not
be removed except by a vote of the holders of at least 662/3% of the outstanding
units, including any units owned by our general partner and its affiliates, voting
together as a single class. As a result, you initially may be unable to remove our
general partner without its consent because Teekay Shipping Corporation and its
affiliates will own sufficient units upon completion of this offering to be able to
prevent the general partner s removal. Please read The Partnership Agreement
Voting Rights.

If at any time our general partner and its affiliates own more than 80% of the
outstanding common units, our general partner

12
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Estimated ratio of taxable
income to distributions

Material U.S. federal income tax
consequences

Material non-U.S. tax
consequences

New York Stock Exchange
symbol

has the right, but not the obligation, to purchase all, but not less than all, of the
remaining common units at a price not less than the then-current market price of the
common units. Our general partner is not obligated to obtain a fairness opinion
regarding the value of the common units to be repurchased by it upon the exercise
of this limited call right.

We estimate that if you hold the common units you purchase in this offering
through December 31, 2008, you will be allocated, on a cumulative basis, an
amount of U.S. federal taxable income for that period that will be 20% or less of the
cash distributed to you with respect to that period. For example, if you receive an
annual distribution of $1.65 per unit, we estimate that your allocable U.S. federal
taxable income per year will be no more than $0.33 per unit. For a discussion of the
basis for this estimate and of factors that may affect our ability to achieve this
estimate, please read Material U.S. Federal Income Tax Consequences
Consequences of Unit Ownership Ratio of Taxable Income to Distributions.

For a discussion of other material federal income tax consequences that may be
relevant to prospective unitholders who are individual citizens or residents of the
United States, please read Material U.S. Federal Income Tax Consequences.

For a discussion of material non-U.S. tax consequences that may be relevant to
prospective unitholders, please read Business Taxation of the Partnership and

Non-United States Tax Consequences.

TGP
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Summary Historical and Pro Forma Financial and Operating Data
The following tables present, in each case for the periods and as of the dates indicated, summary:
historical financial and operating data of Teekay Spain, which was named Naviera F. Tapias S.A. prior to its
acquisition by Teekay Shipping Corporation through its subsidiary, Teekay Luxembourg S.a.r.l. (or Luxco), on
April 30, 2004;

historical financial and operating data of Teekay LNG Partners L.P. since its initial public offering on May 10,
2005, in connection with which it acquired Luxco from Teekay Shipping Corporation; and

pro forma financial and operating data of Teekay LNG Partners L.P.

The summary historical financial and operating data has been prepared on the following basis:
the historical financial and operating data of Teekay Spain excludes financial information related to three
businesses previously held in separate subsidiaries and unrelated to the marine transportation of LNG and crude
oil, which were disposed of prior to Teekay Shipping Corporation s acquisition of Teekay Spain;

the historical financial and operating data of Teekay Spain as at and for the years ended December 31, 2002 and
2003 and the four months ended April 30, 2004 are derived from the audited consolidated financial statements of
Teekay Spain included elsewhere in this prospectus;

the historical financial and operating data of Teekay Spain as at and for the years ended December 31, 2000 and
2001 are derived from the unaudited consolidated financial statements of Teekay Spain, which are not included in
this prospectus;

the historical financial and operating data of Teekay Spain as at December 31, 2004 and for the eight months
ended December 31, 2004 reflect the acquisition of Teekay Spain by Teekay Shipping Corporation and are
derived from the audited consolidated financial statements of Teekay Spain included elsewhere in this
prospectus;

the historical financial and operating data of Teekay Spain, for the four months ended April 30, 2004, the two
months ended June 30, 2004 and the period from January 1, 2005 to May 9, 2005 reflect the acquisition of
Teekay Spain by Teekay Shipping Corporation and are derived from the unaudited consolidated interim financial
statements of Teekay LNG Partners L.P. included elsewhere in this prospectus; and

the historical financial and operating data of Teekay LNG Partners L.P. as at June 30, 2005 and for the period
from May 10, 2005 to June 30, 2005 reflect its initial public offering and related acquisition of Luxco and are
derived from the unaudited consolidated interim financial statements of Teekay LNG Partners L.P. included
elsewhere in this prospectus.

The unaudited pro forma financial and operating data of Teekay LNG Partners L.P. give pro forma effect to:
the acquisition of Teekay Spain;

the contribution by Teekay Shipping Corporation to us of the capital stock and certain notes receivable of Luxco
in connection with our initial public offering;

Teekay Shipping Corporation s loans and contributions to us prior to our initial public offering, which we used,
together with existing cash, to repay indebtedness and settle interest rate swaps; and

the completion of our initial public offering and use of the net proceeds of that offering.

The pro forma financial data presented for the year ended December 31, 2004 and the six months ended June 30,
2005 are derived from our unaudited pro forma consolidated financial statements. The pro forma income statement
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data for the year ended December 31, 2004 and the six months ended June 30,
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2005 assumes our initial public offering and related transactions occurred on January 1, 2004. A more complete
explanation of the pro forma data can be found in our unaudited pro forma consolidated financial statements included
with this prospectus.

The following table presents two financial measures, net voyage revenues and EBITDA, which we use in our
business. These financial measures are not calculated or presented in accordance with U.S. generally accepted
accounting principles (or GAAP). We explain these measures below and reconcile them to their most directly
comparable financial measures calculated and presented in accordance with GAAP in Appendix B to this prospectus.

Because drydocking expenditures are more extensive in nature than normal routine maintenance, we capitalize and
amortize them for a given vessel from the completion of a drydocking to the estimated completion of the next
drydocking. For more information about our accounting treatment of drydocking expenditures, please read

Management s Discussion and Analysis of Financial Condition and Results of Operations Overview Important
Financial and Operational Terms and Concepts Drydocking and  Depreciation and Amortization.

To make the summary historical financial and operating data more comparable, our historical operating results do
not include the historical results of Luxco for the two months ended June 30, 2004, the nine months ended
December 31, 2004 or the period from January 1, 2005 to May 9, 2005 (or the 2005 Pre-IPO Period). During these
periods, Luxco had no revenues, expenses or income, or assets or liabilities, other than:

advances (including accrued interest) of $465.7 million and $312.3 million as of December 31, 2004 and June 30,
2004, respectively, from Teekay Shipping Corporation that Luxco used to purchase Teekay Spain and to prepay
certain debt of Teekay Spain;

net interest expense related to the advances of $9.8 million, $2.4 million and $7.3 million for the nine months
ended December 31, 2004, the two months ended June 30, 2004 and for the 2005 Pre-IPO Period, respectively;

unrealized foreign exchange losses of $44.7 million and $3.8 million for the nine months ended December 31,
2004 and the two months ended June 30, 2004, respectively, related to the advances, which are
Euro-denominated, and a $23.8 million unrealized foreign exchange gain related to the advances for the 2005
Pre-IPO Period;

other expenses of $1.1 million, $0.1 million and $0.1 million for those respective periods;

cash and cash equivalents of $2.2 million and $10.0 million as of December 31, 2004 and June 30, 2004,
respectively; and

its ownership interest in Teekay Spain and certain purchase rights and obligations for Suezmax tankers operated
by Teekay Spain under capital lease arrangements, which it acquired from Teekay Spain on December 30, 2004.
We believe the exclusion of the Luxco results makes our results more comparable because Luxco s results and

financial position relate solely to the financing of the acquisition of Teekay Spain and repayment of Teekay Spain
debt by Teekay Shipping Corporation and do not relate to the historical results of Teekay Spain. In addition, because
the capital stock of Luxco and the advances from Teekay Shipping Corporation were contributed to us in connection
with our initial public offering, these advances and their related effects were eliminated on consolidation, as reflected
in our summary pro forma financial data. For more information on Luxco, please read the unaudited consolidated
financial statements of Luxco included elsewhere in this prospectus.
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The following tables should be read together with, and are qualified in their entirety by reference to, the historical
and unaudited pro forma consolidated financial statements and the accompanying notes included elsewhere in this
prospectus. The tables also should be read together with Management s Discussion and Analysis of Financial
Condition and Results of Operations. Footnotes for both of these tables follow the second table.

Historical
Four Eight
Months Months
Years Ended December 31, Ended Ended
April 30, December 31,
2000 2001 2002 2003 2004 2004
(unaudited) (audited) (audited)

(in thousands, except per unit and fleet data)
Income Statement Data:

Voyage revenues $ 52217 $ 60326 $ 59866 $ 86,709 $ 40,718 $ 83,115
Operating expenses:
Voyage expenses(1) 4,304 5,092 5,334 4911 1,842 3,090
Vessel operating
expenses(2) 10,883 12,403 16,104 26,440 10,302 20,315
Depreciation and
amortization 14,803 16,094 17,689 23,390 8,585 26,275
General and
administrative 3,967 5,061 6,501 8,799 2,103 4,300
Total operating expenses 33,957 38,650 45,628 63,540 22,832 53,980
Income from vessel
operations 18,260 21,676 14,238 23,169 17,886 29,135
Interest expense (15,625) (20,104) (18,109) (34,862) (21,475) (40,560)
Interest income 1,278 3,752 5,248 8,431 8,692 13,426
Foreign currency exchange
gain (loss)(3) (179) 3,462 (44,310) (71,502) 18,010 (34,149)
Interest rate swaps gain
(loss)(4) (7,618) (71,400) 14,715 3,985
Other income (loss)(5) 3,615 5,327 563 617 (10,934) 3,361

Net income (loss) before
change in accounting

principle 7,349 6,495 (113,770) (59,432) 16,164 (28,787)
Change in accounting

principle(6) (4,366)

Net income (loss) $ 7349 $ 2,129 $ (113,770) $ (59432) $ 16,164 $  (28,787)
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Pro forma net loss per unit

(basic and diluted)(7)
Balance Sheet Data (at
end of period):
Cash and marketable
securities $ 24,185 $ 24625 $ 20,141 $ 22,533  $ 11,280  $§ 154,203
Restricted cash deposits(8) 29,243 70,051 106,399 398,038 385,564 435,112
Vessels and equipment(9) 277,076 368,951 705,010 602,550 602,055 813,431
Total assets(8) 357,247 491,058 882,604 1,069,081 1,021,695 1,651,522
Total debt and capital lease
obligations(8)(10) 317,710 444,865 882,027 1,129,426 1,072,379 1,200,499
Total stockholders /partners
equity (deficit) 34,673 29,849 (106,105) (164,809) (144,186) 184,650
Cash Flow Data:
Net cash provided by (used
n):
Operating activities $ 19,695 $ 24770 $ 20418 $ 18,318 $ 14,808 $ 7,381
Financing activities 11,623 31,852 176,316 (277,616) (25,846) 95,645
Investing activities (23,304) (55,695) (199,218) 262,766 901 39,986
Other Financial Data:
Net voyage revenues $ 47913 $ 55234 $ 54532 $ 81,798 $ 38876 $ 80,025
EBITDA(11) 36,556 33,912 (81,056) (6,578) 36,887 24,571

Capital expenditures:
Expenditures for vessels

and equipment 173,186 110,097 186,755 133,628 5,522 83,703
Expenditures for
drydocking 784 984 4,711 4,085
LNG Fleet Data:
Calendar-ship-days(12) 93 518 242 660
Average age of our fleet
(in years at end of period) 0.3 0.8 1.2 1.1
Vessels at end of period 1.0 2.0 2.0 4.0
Suezmax Fleet Data:
Calendar-ship-days(12) 1,737 2,085 2,190 2,190 726 1,134
Average age of our fleet
(in years at end of period) 4.0 4.3 5.3 6.3 6.6 3.2
Vessels at end of period 7.0 6.0 6.0 6.0 6.0 4.0
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Income Statement Data:

Voyage revenues

Operating expenses:
Voyage expenses(1)
Vessel operating
expenses(2)
Depreciation and
amortization
General and
administrative

Total operating expenses

Income from vessel
operations

Interest expense
Interest income
Foreign currency
exchange gain (loss)(3)
Interest rate swaps gain
(loss)(4)

Other income (loss)(5)

Net income (loss) before
change in accounting
principle

Change in accounting
principle(6)

Net income (loss)

Pro forma net income
(loss) per unit (basic and

Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

Historical

Six Months Ended June 30,

2004

January 1,

$

$

to
April 30,
2004

(audited)

40,718

1,842
10,302
8,585
2,103
22,832
17,886
(21,475)
8,692
18,010

3,985
(10,934)

16,164

16,164

$

$

Pro Forma
Six
May 10, Year Months
to Ended Ended
June 30, December 31, June 30,
2005 2004 2005
(unaudited)

(in thousands, except per unit and fleet data)

2005
May 1, January 1,
to to
June 30, May 9,
2004 2005
(unaudited)
17,453 $ 50,129 $
1,462 251
4,584 10,771
6,426 14,751
808 2,916
13,280 28,689
4,173 21,440
(8,632) (28,356)
3,473 9,098
(6,189) 23,835
604 (17,927)
(6,571) 8,090
(6,571) $ 8,000 $

20,364 $ 123,833
73 4,932
3,932 30,617
5,852 37,808
1,274 8,813
11,131 82,170
9,233 41,663
(8,196) (31,060)
3,003 22,211
22,993 (16,139)
(905)
1,670 (17,269)
28,703 (1,499)
28,703 $ (1,499)
$ (0.05)

$ 70,493

324
14,703
20,603

5,027
40,657
29,836

(26,778)
12,101

46,828

(1,864)

60,123

$ 60,123

$

1.58
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diluted)(7)
Balance Sheet Data (at
end of period):
Cash and marketable
securities $ 11,289
Restricted cash
deposits(8) 385,564
Vessels and equipment(9) 602,055
Total assets(8) 1,021,695
Total debt and capital
lease obligations(8)(10) 1,072,379
Total
stockholders /partners
equity (deficit) (144,186)
Cash Flow Data:
Net cash provided by
(used in):
Operating activities $ 14,808
Financing activities (25,846)
Investing activities 901
Other Financial Data:
Net voyage revenues $ 38,876
EBITDA(11) 36,887

Capital expenditures:
Expenditures for vessels

and equipment 5,522

Expenditures for

drydocking
LNG Fleet Data:
Calendar-ship-days(12) 242
Average age of our fleet
(in years at end of period) 1.2
Vessels at end of period 2.0
Suezmax Fleet Data:
Calendar-ship-days(12) 726
Average age of our fleet
(in years at end of period) 6.6
Vessels at end of period 6.0

(footnotes on following page)

$

$

$

15,362
393,403
823,400

1,476,184

1,089,247

284,622

3,596
1,647
(4,965)
15,991
4,441

4,965

122

1.3
2.0

366

6.8
6.0

17

$

$

11,867
(159,845)
19,066
49,879
44,747

43,962

516

1.4
4.0

516

3.6
4.0

$

$

55,875
387,040
1,152,747
1,826,128

965,554

682,852

13,158
(400)
15,619
20,291
38,076

4,959

208

1.6
4.0

229

3.7
4.0

$ 118,901
46,141
89,225

4,085
902

1.1
4.0

1,860

32
5.0

$ 70,169
97,268

48,921

724

1.6
4.0

1,860

3.7
4.0
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Voyage expenses are all expenses unique to a particular voyage, including any bunker fuel expenses, port fees,
cargo loading and unloading expenses, canal tolls, agency fees and commissions.

Vessel operating expenses include crewing, repairs and maintenance, insurance, stores, lube oils and
communication expenses.

Substantially all of these foreign currency exchange gains and losses were unrealized and not settled in cash.
Under U.S. accounting guidelines, all foreign currency-denominated monetary assets and liabilities, such as cash
and cash equivalents, accounts receivable, restricted cash, accounts payable, long-term debt and capital lease
obligations, are revalued and reported based on the prevailing exchange rate at the end of the period. Our
primary source for the foreign currency gains and losses is our Euro-denominated term loans, which totaled
294.8 million Euros ($372.4 million) at December 31, 2003, 325.8 million Euros ($443.7 million) at

December 31, 2004 and 321.7 million Euros ($389.2 million) at June 30, 2005.

We have entered into interest rate swaps to hedge our interest rate risk from our floating-rate debt used to
purchase our LNG carriers. These interest rate swaps were not designated as hedges under U.S. accounting
guidelines until April 30, 2004. Consequently, the changes in the fair values of these swaps that occurred during
periods prior to April 30, 2004 have been recorded in earnings as interest rate swaps gain (loss) for those
periods. Had these interest rate swaps been designated as hedges prior to 2003, any subsequent changes in fair
value would have been recognized in accumulated other comprehensive income (loss) to the extent the hedge
was effective and until the hedged item was recognized as income.

The $10.9 million other loss in the four months ended April 30, 2004 primarily resulted from a $11.9 million
loss on the sale of non-shipping assets by Teekay Spain prior to its April 30, 2004 acquisition by Teekay
Shipping Corporation. The $17.9 million other loss in the period from January 1, 2005 to May 9, 2005 primarily
resulted from a write-off of capitalized loan costs and a loss on cancellation of interest rate swaps. The

$17.3 million other loss in the pro forma year ended December 31, 2004 primarily resulted from the

$11.9 million loss on the sale of non-shipping assets and from a write-down of capitalized loan costs on a pro
forma basis.

In June 1998, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
No. 133 (or SFAS 133), Accounting for Derivative Instruments and Hedging Activities, which establishes new
standards for recording derivatives in interim and annual financial statements. We adopted SFAS 133 on

January 1, 2001. We recognized the fair value of our derivatives as liabilities of $4.4 million on our consolidated
balance sheet as of January 1, 2001. This amount was recorded as a change in accounting principle in our
consolidated statement of income for the year ended December 31, 2001.

Please read Note 5 of our unaudited pro forma consolidated financial statements included in this prospectus for a
calculation of our pro forma net income (loss) per unit.

We operate two of our LNG carriers under Spanish tax lease arrangements. Under these arrangements, we
borrow under term loans and deposit the proceeds into restricted cash accounts. Concurrently, we enter into
capital leases for the vessels, which are recorded as assets on our balance sheet. The restricted cash deposits,
plus the interest earned on the deposits, will equal the remaining amounts we owe under the capital lease
arrangements, including our obligations to purchase the vessels at the end of the lease term. Therefore, the
payments under our capital leases are fully funded through our restricted cash deposits, and our continuing
obligation is the repayment of the term loans. However, under GAAP we record both the obligations under the
capital leases and the term loans as liabilities, and both the restricted cash deposits and our vessels under capital
leases as assets. This accounting treatment has the effect of overstating our assets and liabilities by the amount

39



Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

of restricted cash deposits relating to the corresponding capital lease obligations. As at December 31, 2004 and
June 30, 2005, our total assets and total debt each included $413.3 million and $377.6 million, respectively, of
such amounts. Please read Management s Discussion and Analysis of Financial Condition and Results of
Operations  Liquidity and Capital Resources  Ship Financing Arrangements.
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(9) Vessels and equipment consist of (a) our vessels, at cost less accumulated depreciation, (b) vessels under capital

(10)

11

leases, at cost less accumulated depreciation, and (c) advances on our newbuildings.

Total debt for Teekay Spain as at December 31, 2004 excludes a loan made to it in December 2004 of
82.1 million Euros ($111.8 million) by Teekay Spain s direct parent company, Teekay Spain, S.L., a subsidiary
of Luxco. In April 2005, Teekay Spain used these funds to repay debt associated with two of its LNG carriers.

EBITDA is calculated as net income(loss) before interest, taxes, depreciation and amortization, as set forth in
Appendix B to this prospectus, which also includes reconciliations of EBITDA to our most directly comparable
GAAP financial measure. EBITDA includes our foreign currency exchange and interest rate swap gains and

losses, substantially all of which were unrealized, as follows:

Historical
Four Eight
Months Months
Years Ended December 31, Ended Ended
April 30, December 31,
2000 2001 2002 2003 2004 2004
Foreign currency exchange
gain (loss) $(179) $ 3462 $ (443100 $ (71,502) $ 18,010 $ (34,149
Interest rate swaps gain
(loss) (7,618) (71,400) 14,715 3,985
$(179) $ 4,156) $ (115,710) $ (56,787) $ 21,995 $ (34,149
Historical Pro Forma
Six Months Ended June 30,
2004 2005
Six
January 1, May 1, May 10, Months
Year
to to January 1, to Ended Ended
April 30, June 30, to May 9, June 30, December 31, June 30,
2004 2004 2005 2005 2004 2005
Foreign currency
exchange gain (loss) $ 18,010 $ (6,189) $ 23,835 $ 22,993 $ (16,139 $ 46,828
Interest rate swaps gain
(loss) 3,985
$ 21,995 $ (6,189) $ 23,835 $ 22,993 $ (16,139 $ 46,828
(12)
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Calendar-ship-days are equal to the aggregate number of calendar days in a period that our vessels were in our
possession during that period.
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RISK FACTORS

Although many of our business risks are comparable to those a corporation engaged in a similar business would
face, limited partner interests are inherently different from the capital stock of a corporation. You should carefully
consider the following risk factors together with all of the other information included in this prospectus when
evaluating an investment in our common units.

If any of the following risks actually occur, our business, financial condition or operating results could be
materially adversely affected. In that case, we might not be able to pay distributions on our common units, the trading
price of our common units could decline, and you could lose all or part of your investment.

Risks Inherent in Our Business

We may not have sufficient cash from operations to enable us to pay the minimum quarterly distribution on our

common units following the establishment of cash reserves and payment of fees and expenses.

We may not have sufficient cash available each quarter to pay the minimum quarterly distribution. The amount of
cash we can distribute on our common units principally depends upon the amount of cash we generate from our
operations, which may fluctuate based on, among other things:

the rates we obtain from our charters;

the level of our operating costs, such as the cost of crews and insurance;
the continued availability of LNG production, liquefaction and regasification facilities;

the number of unscheduled off-hire days for our fleet and the timing of, and number of days required for,
scheduled drydocking of our vessels;

delays in the delivery of newbuildings and the beginning of payments under charters relating to those vessels;
prevailing global and regional economic and political conditions;
currency exchange rate fluctuations; and

the effect of governmental regulations and maritime self-regulatory organization standards on the conduct of our
business.

The actual amount of cash we will have available for distribution also will depend on factors such as:
the level of capital expenditures we make, including for maintaining vessels, building new vessels, acquiring
existing vessels and complying with regulations;

our debt service requirements and restrictions on distributions contained in our debt instruments;
fluctuations in our working capital needs;
our ability to make working capital borrowings, including to pay distributions to unitholders; and

the amount of any cash reserves, including reserves for future capital expenditures and other matters, established
by our general partner in its discretion.

The amount of cash we generate from our operations may differ materially from our profit or loss for the period,
which will be affected by non-cash items. As a result of this and the other factors mentioned above, we may make
cash distributions during periods when we record losses and may not make cash distributions during periods when we
record net income.

20

43



Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

44



Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

The assumptions underlying our financial estimates relating to the operation of the three Suezmax tankers we
will acquire from Teekay Shipping Corporation that we include in the Summary section of this prospectus are
inherently uncertain and are subject to significant business, economic, financial, regulatory and competitive
risks and uncertainties that could cause actual results to differ materially from those estimated.

We include in the Summary section of this prospectus estimated net income and EBITDA, for the 12 months
following their acquisition, for the three Suezmax tankers we will acquire from Teekay Shipping Corporation upon the
closing of this offering. These financial estimates have been prepared by management and we have not received an
opinion or report on these estimates from our or any other independent auditor or other third party. The assumptions
underlying the estimates are inherently uncertain and are subject to significant business, economic, regulatory and
competitive risks and uncertainties that could cause actual results to differ materially from those estimated. If we do
not achieve the estimated results, we may not be able to increase distributable cash flow per unit, increase our
quarterly distribution or pay the full minimum quarterly distribution or any amount on the common units or
subordinated units, in which event the market price of the common units may decline materially.

We make substantial capital expenditures to maintain the operating capacity of our fleet, which reduce our

cash available for distribution. In addition, each quarter our general partner is required to deduct estimated

maintenance capital expenditures from operating surplus, which may result in less cash available to
unitholders than if actual maintenance capital expenditures were deducted.

We must make substantial capital expenditures to maintain, over the long term, the operating capacity of our fleet,
which we estimate will average approximately $21.2 million per year for the useful lives of our existing vessels,
including the three Suezmax tankers we will acquire from Teekay Shipping Corporation upon the closing of this
offering. These maintenance capital expenditures include capital expenditures associated with drydocking a vessel,
modifying an existing vessel or acquiring a new vessel to the extent these expenditures are incurred to maintain the
operating capacity of our fleet. These expenditures could increase as a result of changes in:

the cost of labor and materials;

customer requirements;
increases in the size of our fleet;

governmental regulations and maritime self-regulatory organization standards relating to safety, security or the
environment; and

competitive standards.

Our significant maintenance capital expenditures reduce the amount of cash we have available for distribution to
our unitholders.

In addition, our actual maintenance capital expenditures vary significantly from quarter to quarter based on,
among other things, the number of vessels drydocked during that quarter. Our partnership agreement requires our
general partner to deduct estimated, rather than actual, maintenance capital expenditures from operating surplus each
quarter in an effort to reduce fluctuations in operating surplus. The amount of estimated maintenance capital
expenditures deducted from operating surplus is subject to review and change by the conflicts committee at least once
a year. In years when estimated maintenance capital expenditures are higher than actual maintenance capital
expenditures as we expect will be the case in the years we are not required to make expenditures for mandatory
drydockings the amount of cash available for distribution to unitholders will be lower than if actual maintenance
capital expenditures were deducted from operating surplus. If our general partner underestimates the appropriate level
of estimated maintenance capital expenditures, we may have less cash available for distribution in future periods when
actual capital expenditures begin to exceed our previous estimates.
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We will be required to make substantial capital expenditures to expand the size of our fleet. We generally will be
required to make significant installment payments for acquisitions of newbuilding vessels prior to their delivery
and generation of revenue. Depending on whether we finance our expenditures through cash from operations
or by issuing debt or equity securities, our ability to make cash distributions may be diminished or our financial
leverage could increase or our unitholders could be diluted.

We intend to make substantial capital expenditures to increase the size of our fleet, particularly the number of
LNG carriers we own. The contract price of a new LNG carrier is currently approximately $200 million, although the
actual cost will vary significantly depending on the market price charged by shipyards, the size of the vessel,
governmental regulations and maritime self-regulatory organization standards. The total delivered cost of a vessel will
be higher and include financing, construction supervision, vessel start-up and other costs.

We generally will be required to make installment payments on newbuildings prior to their delivery. We typically
must pay 20% of the purchase price of an LNG carrier upon signing the purchase contract, even though delivery of the
completed vessel will not occur until much later (approximately three years later for current orders). If we finance
these acquisition costs by issuing debt or equity securities, we will increase the aggregate amount of interest or
minimum quarterly distributions we must make prior to generating cash from the operation of the newbuilding.

The purchase price for the three Suezmax tankers, related time charters and other assets we will acquire from
Teekay Shipping Corporation upon the closing of this offering is $180 million. We will finance this purchase with the
net proceeds of this offering and borrowings under our credit facility, cash balances or both.

We also have agreed to purchase from Teekay Shipping Corporation its 70% interest in Teekay Nakilat
Corporation (or Teekay Nakilat), which owns three LNG newbuildings and related long-term, fixed-rate time charters,
for an estimated purchase price of $92.8 million, plus the assumption of approximately $327.7 million of long-term
debt. This purchase will take place in connection with the delivery of the first newbuilding scheduled for the fourth
quarter of 2006. We anticipate that Teekay Shipping Corporation will complete U.K. lease arrangements to finance
the equity portion of the purchase price for these vessels; these lease arrangements are described in more detail in

Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital
Resources Ship Financing Arrangements. If Teekay Shipping Corporation is unable to complete the U.K. lease
arrangements, we intend to fund the equity portion of the purchase price through internally generated funds, debt or
equity financings. Please read Certain Relationships and Related Party Transactions Agreement to Purchase
RasGas II Interest.

In addition, we are obligated to purchase five of our existing Suezmax tankers upon the termination of the related
capital leases, which will occur at various times from 2007 to 2011, seven years from the respective commencement
dates of the capital leases. The purchase price will be based on the unamortized portion of the vessel construction
financing costs for the vessels, which we expect to range from $39.4 million to $43.5 million per vessel.

We and Teekay Shipping Corporation regularly evaluate and pursue opportunities to provide the marine
transportation requirements for new or expanding LNG projects. Teekay Shipping Corporation currently has
submitted bids to provide transportation requirements for LNG projects and we and Teekay Shipping Corporation may
submit additional bids from time to time. The award process relating to LNG transportation opportunities typically
involves various stages and takes several months to complete. The award process for some of the projects upon which
Teekay Shipping Corporation has bid are in advanced stages. Neither we nor Teekay Shipping Corporation may be
awarded charters relating to any of the projects we or it pursues. If any LNG project charters are awarded to Teekay
Shipping Corporation, it must offer them to us pursuant to the terms of the omnibus agreement. Please read Certain
Relationships and Related Party Transactions Omnibus Agreement. In July and August 2005, Teekay Shipping
Corporation announced the awards to it of a 70% interest in two LNG carriers and related long-term,
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fixed-rate time charters to service the Tangguh LNG project in Indonesia and a 40% interest in four LNG carriers and
related long-term, fixed-rate time charters to service an LNG project in Qatar. In connection with these awards,
Teekay Shipping Corporation has (a) exercised shipbuilding options to construct two 155,000 cubic meter LNG
carriers at a total cost of approximately $450 million, which vessels are scheduled to deliver in late 2008 and early
2009, respectively, and (b) entered into agreements to construct four 217,000 cubic meter LNG carriers at a total cost
of approximately $1.1 billion, which vessels are scheduled to deliver in the first half of 2008. The total delivered cost
of these vessels will exceed the construction costs above.

If we elect pursuant to the omnibus agreement to obtain Teekay Shipping Corporation s interests in either or both
of these LNG projects or any other projects Teekay Shipping Corporation may be awarded, or if we bid on and are
awarded contracts relating to any LNG project, we will need to incur significant capital expenditures to build the LNG
carriers needed to fulfill the transportation requirements.

To fund the remaining portion of these and other capital expenditures, we will be required to use cash from
operations or incur borrowings or raise capital through the sale of debt or additional equity securities. Use of cash
from operations will reduce cash available for distributions to unitholders. Our ability to obtain bank financing or to
access the capital markets for future offerings may be limited by our financial condition at the time of any such
financing or offering as well as by adverse market conditions resulting from, among other things, general economic
conditions and contingencies and uncertainties that are beyond our control. Our failure to obtain the funds for
necessary future capital expenditures could have a material adverse effect on our business, results of operations and
financial condition and on our ability to make cash distributions. Even if we are successful in obtaining necessary
funds, the terms of such financings could limit our ability to pay cash distributions to unitholders. In addition,
incurring additional debt may significantly increase our interest expense and financial leverage, and issuing additional
equity securities may result in significant unitholder dilution and would increase the aggregate amount of cash
required to meet our minimum quarterly distribution to unitholders, which could have a material adverse effect on our
ability to make cash distributions.

Our substantial debt levels may limit our flexibility in obtaining additional financing and in pursuing other

business opportunities.

As of June 30, 2005, our consolidated debt and capital lease obligations were $1.0 billion. In addition, we will
have the capacity to borrow $100 million under our existing revolving credit facility, which we intend to draw on to
finance part of the purchase price for the three Suezmax tankers we will acquire from Teekay Shipping Corporation.
We also anticipate entering into a $137.5 million credit facility secured by these Suezmax tankers following the
closing of this offering. If we are awarded contracts for new LNG projects, our consolidated debt and capital lease
obligations will increase, perhaps significantly. Following this offering, we will continue to have the ability to incur
additional debt, subject to limitations in our credit facilities. Our level of debt could have important consequences to
us, including the following:

our ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions or
other purposes may be impaired or such financing may not be available on favorable terms;

we will need a substantial portion of our cash flow to make principal and interest payments on our debt, reducing
the funds that would otherwise be available for operations, future business opportunities and distributions to
unitholders;

our debt level will make us more vulnerable than our competitors with less debt to competitive pressures or a
downturn in our business or the economy generally; and

our debt level may limit our flexibility in responding to changing business and economic conditions.
Our ability to service our debt will depend upon, among other things, our future financial and operating
performance, which will be affected by prevailing economic conditions and financial, business, regulatory and other
factors, some of which are beyond our control. If our operating results are not
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sufficient to service our current or future indebtedness, we will be forced to take actions such as reducing
distributions, reducing or delaying our business activities, acquisitions, investments or capital expenditures, selling
assets, restructuring or refinancing our debt, or seeking additional equity capital or bankruptcy protection. We may not
be able to effect any of these remedies on satisfactory terms, or at all.

We derive a substantial majority of our revenues from a limited number of customers, and the loss of any

customer, time charter or vessel could result in a significant loss of revenues and cash flow.

We have derived, and believe that we will continue to derive, a significant portion of our revenues and cash flow
from a limited number of customers. Compania Espanola de Petroleos, S.A. (or CEPSA), an international oil
company, accounted for approximately 47%, 36% and 30% of our revenues during 2003 and 2004 and the six months
ended June 30, 2005, respectively. In addition, two other customers, Spanish energy companies Repsol YPF, S.A. and
Gas Natural SDG, S.A., accounted for 26% and 11% of our revenues in 2003, 18% and 21% of our revenues in 2004
and 34% and 19% of our revenues for the six months ended June 30, 2005, respectively. In addition, Unién Fenosa
Gas, S.A. accounted for 17% of our revenues for the six months ended June 30, 2005. Collectively, CEPSA, Repsol
YPF, S.A. and Gas Natural SDG, S.A. accounted for approximately 84% and 75% of our revenues during 2003 and
2004, respectively, and, together with Unién Fenosa Gas, S.A., 100% of our revenues during the six months ended
June 30, 2005. No other customer accounted for 10% or more of our revenues during any of these periods. After our
acquisition of the three Suezmax tankers from Teekay Shipping Corporation upon the closing of this offering, we will
derive a significant portion of our revenues from a ConocoPhillips subsidiary, the customer under the related time
charter contracts. Likewise, RasGas II will be a significant customer following the delivery in 2006 and 2007 of the
three LNG newbuildings we have agreed to purchase from Teekay Shipping Corporation and commencement of
payments by RasGas II under the related time charters.

We could lose a customer or the benefits of a time charter if:

the customer fails to make charter payments because of its financial inability, disagreements with us or otherwise;

the customer exercises certain rights to terminate the charter, purchase or cause the sale of the vessel or, under
some of our charters, convert the time charter to a bareboat charter (some of which rights are exercisable at any
time);

the customer terminates the charter because we fail to deliver the vessel within a fixed period of time, the vessel
is lost or damaged beyond repair, there are serious deficiencies in the vessel or prolonged periods of off-hire, or
we default under the charter; or

under some of our time charters, the customer terminates the charter because of the termination of the charterer s
LNG sales agreement supplying the LNG designated for our services, or a prolonged force majeure event
affecting the customer, including damage to or destruction of relevant LNG production or regasification facilities,
war or political unrest preventing us from performing services for that customer.
Please read Business LNG Time Charters Purchase Options, Termination Rights and Bareboat Conversion Options
and Business Crude Oil Time Charters Rights to Terminate Charter or Cause Sale of Vessel.

If we lose a key LNG time charter, we may be unable to re-deploy the related vessel on terms as favorable to us
due to the long-term nature of most LNG time charters and the lack of an established LNG spot market. If we are
unable to re-deploy an LNG carrier, we will not receive any revenues from that vessel, but we may be required to pay
expenses necessary to maintain the vessel in proper operating condition. In addition, if a customer exercises its right to
purchase a vessel, we would not receive any further revenue from the vessel and may be unable to obtain a substitute
vessel and charter. This may cause us to receive decreased revenue and cash flows from having fewer vessels
operating in our fleet. Any
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compensation under our charters for a purchase of the vessels may not adequately compensate us for the loss of the
vessel and related time charter.

If we lose a key Suezmax tanker customer, we may be unable to obtain other long-term Suezmax charters and may
become subject to the volatile spot market, which is highly competitive and subject to significant price fluctuations. If
a customer exercises its right under some charters to purchase or force a sale of the vessel, we may be unable to
acquire an adequate replacement vessel or may be forced to construct a new vessel. Any replacement newbuilding
would not generate revenues during its construction and we may be unable to charter any replacement vessel on terms
as favorable to us as those of the terminated charter.

The loss of any of our customers, time charters or vessels, or a decline in payments under our charters, could have
a material adverse effect on our business, results of operations and financial condition and our ability to make cash
distributions.

We depend on Teekay Shipping Corporation to assist us in operating our business, competing in our markets,

and providing interim financing for certain vessel acquisitions.

Pursuant to certain services agreements between us and certain of our operating subsidiaries, on the one hand, and
certain subsidiaries of Teekay Shipping Corporation, on the other hand, the Teekay Shipping Corporation subsidiaries
provide to us administrative services and to our operating subsidiaries significant operational services (including
vessel maintenance, crewing for some of our vessels, purchasing, shipyard supervision, insurance and financial
services) and other technical, advisory and administrative services. Our operational success and ability to execute our
growth strategy depends significantly upon Teekay Shipping Corporation s satisfactory performance of these services.
Our business will be harmed if Teekay Shipping Corporation fails to perform these services satisfactorily or if Teekay
Shipping Corporation stops providing these services to us.

Our ability to compete for the transportation requirements of LNG projects and to enter into new time charters and
expand our customer relationships depends largely on our ability to leverage our relationship with Teekay Shipping
Corporation and its reputation and relationships in the shipping industry. If Teekay Shipping Corporation suffers
material damage to its reputation or relationships, it may harm our ability to:

renew existing charters upon their expiration;

obtain new charters;
successfully interact with shipyards during periods of shipyard construction constraints;
obtain financing on commercially acceptable terms; or

maintain satisfactory relationships with our employees and suppliers.

If our ability to do any of the things described above is impaired, it could have a material adverse effect on our
business, results of operations and financial condition and our ability to make cash distributions.

Teekay Shipping Corporation is also incurring all costs for the construction and delivery of the three RasGas 11
LNG newbuildings, which we refer to as warehousing. Upon their delivery, we will purchase all of the interest of
Teekay Shipping Corporation in the vessels at a price that will reimburse Teekay Shipping Corporation for these costs
and compensate it for its average weighted cost of capital on the construction payments. We may enter into similar
arrangements with Teekay Shipping Corporation in the future. If Teekay Shipping Corporation fails to make
construction payments for the RasGas II newbuildings or other vessels that Teekay Shipping Corporation warehouses
for us, we could lose access to the vessels as a result of the default or we may need to finance these vessels before they
begin operating and generating voyage revenues, which could harm our business and reduce our ability to make cash

distributions.
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Our growth depends on continued growth in demand for LNG and LNG shipping.

Our growth strategy focuses on expansion in the LNG shipping sector. Accordingly, our growth depends on
continued growth in world and regional demand for LNG and LNG shipping, which could be negatively affected by a
number of factors, such as:

increases in the cost of natural gas derived from LNG relative to the cost of natural gas generally;

increases in the production of natural gas in areas linked by pipelines to consuming areas, the extension of
existing, or the development of new, pipeline systems in markets we may serve, or the conversion of existing
non-natural gas pipelines to natural gas pipelines in those markets;

decreases in the consumption of natural gas due to increases in its price relative to other energy sources or other
factors making consumption of natural gas less attractive;

availability of new, alternative energy sources, including compressed natural gas; and

negative global or regional economic or political conditions, particularly in LNG consuming regions, which could
reduce energy consumption or its growth.

Reduced demand for LNG and LNG shipping would have a material adverse effect on our future growth and could
harm our business, results of operations and financial condition.

Growth of the LNG market may be limited by infrastructure constraints and community and environmental

group resistance to new LNG infrastructure over concerns about the environment, safety and terrorism.

A complete LNG project includes production, liquefaction, regasification, storage and distribution facilities and
LNG carriers. Existing LNG projects and infrastructure are limited, and new or expanded LNG projects are highly
complex and capital-intensive, with new projects often costing several billion dollars. Many factors could negatively
affect continued development of LNG infrastructure or disrupt the supply of LNG, including:

increases in interest rates or other events that may affect the availability of sufficient financing for LNG projects
on commercially reasonable terms;

decreases in the price of LNG, which might decrease the expected returns relating to investments in LNG
projects;

the inability of project owners or operators to obtain governmental approvals to construct or operate LNG
facilities;

local community resistance to proposed or existing LNG facilities based on safety, environmental or security
concerns;

any significant explosion, spill or similar incident involving an LNG facility or LNG carrier;
labor or political unrest affecting existing or proposed areas of LNG production; and

capacity constraints at existing shipyards, which are expected to continue until at least the end of 2008.

We expect that as a result of the factors discussed above, some of the proposals to expand existing or develop new
LNG liquefaction and regasification facilities will be abandoned or significantly delayed. For example, until recently
Bolivia had suspended its LNG export program because of political unrest, and an LNG project in Peru was delayed
by problems in arranging financing.

Explosions at an LNG plant in Algeria in January and August 2004 have also increased public concern about the
safety of LNG facilities. In addition, the proposed construction of new LNG import terminals in some locations in
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North America has met with significant community and environmental group resistance over concerns about the
environment, safety and terrorism.
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If the LNG supply chain is disrupted or does not continue to grow, or if a significant LNG explosion, spill or
similar incident occurs, it could have a material adverse effect on our business, results of operations and financial
condition and our ability to make cash distributions.

Our growth depends on our ability to expand relationships with existing customers and obtain new customers,
Jor which we face substantial competition.

One of our principal objectives is to enter into additional long-term, fixed-rate LNG time charters. The process of
obtaining new long-term LNG time charters is highly competitive and generally involves an intensive screening
process and competitive bids, and often extends for several months. LNG shipping contracts are awarded based upon a
variety of factors relating to the vessel operator, including:

shipping industry relationships and reputation for customer service and safety;

LNG shipping experience and quality of ship operations (including cost effectiveness);
quality and experience of seafaring crew;

the ability to finance LNG carriers at competitive rates and financial stability generally;
relationships with shipyards and the ability to get suitable berths;

construction management experience, including the ability to obtain on-time delivery of new vessels according to
customer specifications;

willingness to accept operational risks pursuant to the charter, such as allowing termination of the charter for
force majeure events; and

competitiveness of the bid in terms of overall price.

We compete for providing marine transportation services for potential LNG projects with a number of experienced
companies, including state-sponsored entities and major energy companies affiliated with the LNG project requiring
LNG shipping services. Many of these competitors have significantly greater financial resources than we do or Teekay
Shipping Corporation does. We anticipate that an increasing number of marine transportation companies including
many with strong reputations and extensive resources and experience will enter the LNG transportation sector. This
increased competition may cause greater price competition for time charters. As a result of these factors, we may be
unable to expand our relationships with existing customers or to obtain new customers on a profitable basis, if at all,
which would have a material adverse effect on our business, results of operations and financial condition and our
ability to make cash distributions.

Delays in deliveries of newbuildings could harm our operating results and lead to the termination of related

time charters.

We have agreed to purchase Teekay Shipping Corporation s 70% interest in Teekay Nakilat, which owns the three
RasGas II LNG newbuilding carriers, in connection with their deliveries scheduled for the fourth quarter of 2006 and
the first half of 2007. The delivery of these vessels, or any other newbuildings we may order, could be delayed, which
would delay our receipt of revenues under the time charters for the vessels. In addition, under some of our charters if
our delivery of a vessel to our customer is delayed, we may be required to pay liquidated damages in amounts equal to
or, under some charters, almost double, the hire rate during the delay. For prolonged delays, the customer may
terminate the time charter and, in addition to the resulting loss of revenues, we may be responsible for additional,
substantial liquidated damages.

Our receipt of newbuildings could be delayed because of:

quality or engineering problems;
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changes in governmental regulations or maritime self-regulatory organization standards;
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work stoppages or other labor disturbances at the shipyard,;

bankruptcy or other financial crisis of the shipbuilder;

a backlog of orders at the shipyard;

political or economic disturbances in South Korea or Spain, where the vessels are being built;
weather interference or catastrophic event, such as a major earthquake or fire;

our requests for changes to the original vessel specifications;

shortages of or delays in the receipt of necessary construction materials, such as steel;

our inability to finance the purchase of the vessels; or

our inability to obtain requisite permits or approvals.

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

We may have more difficulty entering into long-term, fixed-rate time charters if an active short-term or spot

LNG shipping market develops.

LNG shipping historically has been transacted with long-term, fixed-rate time charters, usually with terms ranging
from 20 to 25 years. One of our principal strategies is to enter into additional long-term, fixed-rate LNG time charters.
However, the number of spot and short-term charters has been increasing, with LNG charters under 12 months in
duration growing from less than 2% of the market in the late 1990s to almost 11% in 2003. For example, substantially
all LNG shipped into the Lake Charles, Louisiana terminal in 2004 was shipped under short-term charters. The
U.S. Department of Energy estimates that spot and short-term charters could account for 15% to 20% of global LNG
shipping imports by 2013, with short-term charters occurring primarily in the Atlantic region.

If an active spot or short-term market continues to develop, we may have increased difficulty entering into
long-term, fixed-rate time charters for our LNG vessels and, as a result, our cash flow may decrease and be less stable.
In addition, an active short-term or spot LNG market may require us to enter into charters based on changing market
prices, as opposed to contracts based on a fixed rate, which could result in a decrease in our cash flow in periods when
the market price for shipping LNG is depressed or insufficient funds are available to cover our financing costs for
related vessels.

Over time, vessel values may fluctuate substantially and, if these values are lower at a time when we are

attempting to dispose of a vessel, we may incur a loss.

Vessel values for LNG carriers and Suezmax oil tankers can fluctuate substantially over time due to a number of
different factors, including:

prevailing economic conditions in natural gas, oil and energy markets;

a substantial or extended decline in demand for natural gas, LNG or oil;
increases in the supply of vessel capacity; and
the cost of retrofitting or modifying existing vessels, as a result of technological advances in vessel design or
equipment, changes in applicable environmental or other regulations or standards, or otherwise.
If a charter terminates, we may be unable to re-deploy the vessel at attractive rates and, rather than continue to

incur costs to maintain and finance it, may seek to dispose of it. Our inability to dispose of the vessel at a reasonable
value could result in a loss on its sale and adversely affect our results of operations and financial condition.
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We may be unable to make or realize expected benefits from acquisitions, and implementing our growth

strategy through acquisitions may harm our business, financial condition and operating results.

Our growth strategy includes selectively acquiring existing LNG carriers or LNG shipping businesses.
Historically, there have been very few purchases of existing vessels and businesses in the LNG shipping industry.
Factors that may contribute to a limited number of acquisition opportunities in the LNG industry in the near term
include the relatively small number of independent LNG fleet owners and the limited number of LNG carriers not
subject to existing long-term charter contracts. In addition, competition from other companies could reduce our
acquisition opportunities or cause us to pay higher prices.

Any acquisition of a vessel or business may not be profitable to us at or after the time we acquire it and may not
generate cash flow sufficient to justify our investment. In addition, our acquisition growth strategy exposes us to risks
that may harm our business, financial condition and operating results, including risks that we may:

fail to realize anticipated benefits, such as new customer relationships, cost-savings or cash flow enhancements;

be unable to hire, train or retain qualified shore and seafaring personnel to manage and operate our growing
business and fleet;

decrease our liquidity by using a significant portion of our available cash or borrowing capacity to finance
acquisitions;

significantly increase our interest expense or financial leverage if we incur additional debt to finance acquisitions;
incur or assume unanticipated liabilities, losses or costs associated with the business or vessels acquired; or

incur other significant charges, such as impairment of goodwill or other intangible assets, asset devaluation or
restructuring charges.

Unlike newbuildings, existing vessels typically do not carry warranties as to their condition. While we generally
inspect existing vessels prior to purchase, such an inspection would normally not provide us with as much knowledge
of a vessel s condition as we would possess if it had been built for us and operated by us during its life. Repairs and
maintenance costs for existing vessels are difficult to predict and may be substantially higher than for vessels we have
operated since they were built. These costs could decrease our cash flow and reduce our liquidity.

Terrorist attacks, increased hostilities or war could lead to further economic instability, increased costs and

disruption of our business.

Terrorist attacks, such as the attacks that occurred in the United States on September 11, 2001 and the bombings in
Spain on March 11, 2004 and in England on July 7, 2005, and the current conflicts in Iraq and Afghanistan and other
current and future conflicts, may adversely affect our business, operating results, financial condition, ability to raise
capital and future growth. Continuing hostilities in the Middle East may lead to additional armed conflicts or to further
acts of terrorism and civil disturbance in the United States, Spain or elsewhere, which may contribute further to
economic instability and disruption of LNG and oil production and distribution, which could result in reduced demand
for our services.

In addition, LNG and oil facilities, shipyards, vessels, pipelines and oil and gas fields could be targets of future
terrorist attacks. Any such attacks could lead to, among other things, bodily injury or loss of life, vessel or other
property damage, increased vessel operational costs, including insurance costs, and the inability to transport LNG,
natural gas and oil to or from certain locations. Terrorist attacks, war or other events beyond our control that adversely
affect the distribution, production or transportation of LNG or oil to be shipped by us could entitle our customers to
terminate our charter contracts, which would harm our cash flow and our business.
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Terrorist attacks, or the perception that LNG facilities and LNG carriers are potential terrorist targets, could
materially and adversely affect expansion of LNG infrastructure and the continued supply of LNG to the United States
and other countries. Concern that LNG facilities may be targeted for attack by terrorists has contributed to significant
community and environmental resistance to the construction of a number of LNG facilities, primarily in North
America. If a terrorist incident involving an LNG facility or LNG carrier did occur, in addition to the possible effects
identified in the previous paragraph, the incident may adversely affect construction of additional LNG facilities in the
United States and other countries or the temporary or permanent closing of various LNG facilities currently in
operation.

Our substantial operations outside the United States expose us to political, governmental and economic

instability, which could harm our operations.

Because our operations are primarily conducted outside of the United States, they may be affected by economic,
political and governmental conditions in the countries where we are engaged in business or where our vessels are
registered. Any disruption caused by these factors could harm our business. In particular, we derive a substantial
portion of our revenues from shipping LNG and oil from politically unstable regions. Past political conflicts in these
regions, particularly in the Arabian Gulf, have included attacks on ships, mining of waterways and other efforts to
disrupt shipping in the area. In addition to acts of terrorism, vessels trading in this and other regions have also been
subject, in limited instances, to piracy. Future hostilities or other political instability in the Arabian Gulf or other
regions where we operate or may operate could have a material adverse effect on the growth of our business, results of
operations and financial condition and our ability to make cash distributions. For example, in 2001 Indonesian
insurgents forced a four-month shutdown of ExxonMobil s ARCO LNG liquefaction plant and in March 2004 tugboat
workers conducted a two-day strike that shut down operations at Trinidad and Tobago s liquefaction facilities. In
addition, tariffs, trade embargoes and other economic sanctions by Spain, the United States or other countries against
countries in the Middle East, Southeast Asia or elsewhere as a result of terrorist attacks, hostilities or otherwise may
limit trading activities with those countries, which could also harm our business and ability to make cash distributions.

Marine transportation is inherently risky, and an incident involving significant loss of or environmental

contamination by any of our vessels could harm our reputation and business.

Our vessels and their cargoes are at risk of being damaged or lost because of events such as:

marine disasters;

bad weather;
mechanical failures;
grounding, fire, explosions and collisions;
piracy;
human error; and
war and terrorism.
An accident involving any of our vessels could result in any of the following:
death or injury to persons, loss of property or environmental damage;
delays in the delivery of cargo;

loss of revenues from or termination of charter contracts;

governmental fines, penalties or restrictions on conducting business;
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higher insurance rates; and

damage to our reputation and customer relationships generally.
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Any of these results could have a material adverse effect on our business, financial condition and operating results.

Our insurance may be insufficient to cover losses that may occur to our property or result from our operations.

The operation of LNG carriers and oil tankers is inherently risky. Although we carry protection and indemnity
insurance, all risks may not be adequately insured against, and any particular claim may not be paid. In addition, we
do not carry insurance on our Suezmax tankers covering the loss of revenues resulting from vessel off-hire time based
on its cost compared to our off-hire experience. In the future, we may not continue to maintain off-hire insurance for
our LNG carriers. Any claims covered by insurance would be subject to deductibles, and since it is possible that a
large number of claims may be brought, the aggregate amount of these deductibles could be material. Certain of our
insurance coverage is maintained through mutual protection and indemnity associations, and as a member of such
associations we may be required to make additional payments over and above budgeted premiums if member claims
exceed association reserves.

We may be unable to procure adequate insurance coverage at commercially reasonable rates in the future. For
example, more stringent environmental regulations have led in the past to increased costs for, and in the future may
result in the lack of availability of, insurance against risks of environmental damage or pollution. A catastrophic oil
spill or marine disaster could exceed our insurance coverage, which could harm our business, financial condition and
operating results. Any uninsured or underinsured loss could harm our business and financial condition. In addition,
our insurance may be voidable by the insurers as a result of certain of our actions, such as our ships failing to maintain
certification with applicable maritime self-regulatory organizations.

Changes in the insurance markets attributable to terrorist attacks may also make certain types of insurance more
difficult for us to obtain. In addition, the insurance that may be available to us may be significantly more expensive
than our existing coverage.

The marine energy transportation industry is subject to substantial environmental and other regulations, which

may significantly limit our operations or increase our expenses.

Our operations are affected by extensive and changing environmental protection laws and other regulations and
international conventions. We have incurred, and expect to continue to incur, substantial expenses in complying with
these laws and regulations, including expenses for vessel modifications and changes in operating procedures.
Additional laws and regulations may be adopted that could limit our ability to do business or further increase our
costs, which could harm our business. In addition, failure to comply with applicable laws and regulations may result in
administrative and civil penalties, criminal sanctions or the suspension or termination of our operations.

The United States Oil Pollution Act of 1990 (or OPA 90), for instance, increased expenses for us and others in our
industry. OPA 90 provides for potentially unlimited joint, several and strict liability for owners, operators and demise
or bareboat charterers for oil pollution and related damages in U.S. waters, which include the U.S. territorial sea and
the 200-nautical mile exclusive economic zone around the United States. OPA 90 applies to discharges of any oil from
a vessel, including discharges of oil tanker cargoes and discharges of fuel and lubricants from an oil tanker or LNG
carrier. To comply with OPA 90, vessel owners generally incur increased costs in meeting additional maintenance and
inspection requirements, in developing contingency arrangements for potential spills and in obtaining required
insurance coverage. OPA 90 contains financial responsibility requirements for vessels operating in U.S. waters and
requires vessel owners and operators to establish and maintain with the U.S. Coast Guard evidence of insurance or of
qualification as a self-insurer or other acceptable evidence of financial responsibility sufficient to meet certain
potential liabilities under OPA 90 and the U.S. Comprehensive Environmental Response, Compensation, and Liability
Act (or CERCLA), which imposes similar liabilities upon owners, operators and bareboat charterers of vessels from
which a discharge of hazardous
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substances (other than oil) occurs. While LNG should not be considered a hazardous substance under CERCLA,
additives to fuel oil or lubricants used on LNG carriers might fall within its scope. Under OPA 90 and CERCLA,
owners, operators and bareboat charterers are jointly, severally and strictly liable for costs of cleanup and damages
resulting from a discharge or threatened discharge within U.S. waters. This means we may be subject to liability even
if we are not negligent or at fault.

Most states in the United States bordering on a navigable waterway have enacted legislation providing for
potentially unlimited strict liability without regard to fault for the discharge of pollutants within their waters. An oil
spill or other event could result in significant liability, including fines, penalties, criminal liability and costs for natural
resource damages. The potential for these releases could increase to the extent we increase our operations in
U.S. waters.

OPA 90 and CERCLA do not preclude claimants from seeking damages for the discharge of oil and hazardous
substances under other applicable law, including maritime tort law. Such claims could include attempts to characterize
seaborne transportation of LNG as an ultra-hazardous activity, which attempts, if successful, would lead to our being
strictly liable for damages resulting from that activity.

In addition, we believe that the heightened environmental, quality and security concerns of insurance underwriters,
regulators and charterers will generally lead to additional regulatory requirements, including enhanced risk assessment
and security requirements and greater inspection and safety requirements on all vessels in the LNG carrier and oil
tanker markets.

Exposure to currency exchange rate fluctuations will result in fluctuations in our cash flows and operating

results.

We are paid in Euros under some of our charters, and a majority of our vessel operating expenses and general and
administrative expenses are denominated in Euros, which is primarily a function of the nationality of our crew and
administrative staff. We also make payments under two Euro-denominated term loans. If the amount of our
Euro-denominated obligations exceeds our Euro-denominated revenues, we must convert other currencies, primarily
the U.S. Dollar, into Euros. An increase in the strength of the Euro relative to the U.S. Dollar would require us to
convert more U.S. Dollars to Euros to satisfy those obligations, which would cause us to have less cash available for
distribution. In addition, if we do not have sufficient U.S. Dollars, we may be required to convert Euros into
U.S. Dollars for distributions to unitholders. An increase in the strength of the U.S. Dollar relative to the Euro could
cause us to have less cash available for distribution in this circumstance. We have not entered into currency swaps or
forward contracts or similar derivatives to mitigate this risk.

Because we report our operating results in U.S. Dollars, changes in the value of the U.S. Dollar relative to the
Euro also result in fluctuations in our reported revenues and earnings. In addition, under U.S. accounting guidelines,
all foreign currency-denominated monetary assets and liabilities such as cash and cash equivalents, accounts
receivable, restricted cash, accounts payable, long-term debt and capital lease obligations are revalued and reported
based on the prevailing exchange rate at the end of the period. This revaluation causes us to report significant
non-monetary foreign currency exchange gains and losses each period. The primary source for these gains and losses
is our Euro-denominated term loans. In 2002, 2003 and 2004, we reported foreign currency exchange losses of
$44.3 million, $71.5 million and $16.1 million, respectively. For the six months ended June 30, 2005, we reported a
foreign currency exchange gain of $46.8 million.

Many of our seafaring employees are covered by collective bargaining agreements and the failure to renew

those agreements or any future labor agreements may disrupt our operations and adversely affect our cash

Sflows.

A significant portion of our seafarers, and the seafarers employed by Teekay Shipping Corporation and its other
affiliates that crew our vessels, are employed under collective bargaining agreements, which expire at varying times
through 2008. The collective bargaining agreement for our Spanish Suezmax tanker crew members (covering five
Suezmax tankers) expires at the end of 2005. We may be subject to similar
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labor agreements in the future. We may be subject to labor disruptions in the future if our relationships deteriorate
with our seafarers or the unions that represent them. Our collective bargaining agreements may not prevent labor
disruptions, particularly when the agreements are being renegotiated. Any labor disruptions could harm our operations
and could have a material adverse effect on our business, results of operations and financial condition and our ability
to make cash distributions.

Due to our lack of diversification, adverse developments in our LNG or oil marine transportation business

could reduce our ability to make distributions to our unitholders.

We rely exclusively on the cash flow generated from our LNG carriers and Suezmax oil tankers that operate in the
LNG and oil marine transportation business. Due to our lack of diversification, an adverse development in the LNG or
oil shipping industry would have a significantly greater impact on our financial condition and results of operations
than if we maintained more diverse assets or lines of business.

Risks Inherent in an Investment in Us

Teekay Shipping Corporation and its affiliates may engage in competition with us.

Teekay Shipping Corporation and its affiliates may engage in competition with us. Pursuant to the omnibus
agreement, Teekay Shipping Corporation and its controlled affiliates (other than us and our subsidiaries) generally
have agreed not to own, operate or charter LNG carriers without the consent of our general partner. The omnibus
agreement, however, allows Teekay Shipping Corporation or any of such controlled affiliates to:

acquire LNG carriers and related time charters as part of a business if a majority of the value of the total assets or
business acquired is not attributable to the LNG carriers and time charters, as determined in good faith by the
board of directors of Teekay Shipping Corporation; however, if at any time Teekay Shipping Corporation
completes such an acquisition, it must offer to sell the LNG carriers and related time charters to us for their fair
market value plus any additional tax or other similar costs to Teekay Shipping Corporation that would be required
to transfer the LNG carriers and time charters to us separately from the acquired business; or

own, operate and charter LNG carriers that relate to a bid or award for a proposed LNG project that Teekay
Shipping Corporation or any of its subsidiaries has submitted or hereafter submits or receives; however, at least
180 days prior to the scheduled delivery date of any such LNG carrier, Teekay Shipping Corporation must offer
to sell the LNG carrier and related time charter to us, with the vessel valued at its fully-built-up cost, which
represents the aggregate expenditures incurred (or to be incurred prior to delivery to us) by Teekay Shipping
Corporation to acquire or construct and bring such LNG carrier to the condition and location necessary for our
intended use.
If we decline the offer to purchase the LNG carriers and time charters described above, Teekay Shipping
Corporation may own and operate the LNG carriers, but may not expand that portion of its business.
In addition, pursuant to the omnibus agreement, Teekay Shipping Corporation or any of its controlled affiliates
(other than us and our subsidiaries) may:
acquire, operate or charter LNG carriers if our general partner has previously advised Teekay Shipping
Corporation that the board of directors of our general partner has elected, with the approval of its conflicts
committee, not to cause us or our subsidiaries to acquire or operate the carriers;

own and operate the three RasGas II LNG newbuilding carriers and related time charters if we fail to perform our
obligation to purchase such vessels under our agreement with Teekay Shipping Corporation (please read Certain
Relationships and Related Party Transactions Agreement to Purchase RasGas II Interest );
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acquire up to a 9.9% equity ownership, voting or profit participation interest in any publicly traded company that

owns or operates LNG carriers; and

provide ship management services relating to LNG carriers.
If there is a change of control of Teekay Shipping Corporation, the non-competition provisions of the omnibus
agreement may terminate, which termination could have a material adverse effect on our business, results of

operations and financial condition and our ability to make cash distributions. Please read Certain Relationships and

Related Party Transactions Omnibus Agreement.

Our general partner and its other affiliates have conflicts of interest and limited fiduciary duties, which may

permit them to favor their own interests to your detriment.
Following this offering, Teekay Shipping Corporation, which owns and controls our general partner, will
indirectly own the 2% general partner interest and a 66.9% limited partner interest in us. Conflicts of interest may

arise between Teekay Shipping Corporation and its affiliates, including our general partner, on the one hand, and us
and our unitholders, on the other hand. As a result of these conflicts, our general partner may favor its own interests

and the interests of its affiliates over the interests of our unitholders. These conflicts include, among others, the
following situations:

neither our partnership agreement nor any other agreement requires our general partner or Teekay Shipping
Corporation to pursue a business strategy that favors us or utilizes our assets, and Teekay Shipping Corporation s
officers and directors have a fiduciary duty to make decisions in the best interests of the stockholders of Teekay
Shipping Corporation, which may be contrary to our interests;

the executive officers and three of the directors of our general partner also serve as executive officers or directors
of Teekay Shipping Corporation and another director of our general partner is employed by an affiliate of Teekay
Shipping Corporation;

our general partner is allowed to take into account the interests of parties other than us, such as Teekay Shipping
Corporation, in resolving conflicts of interest, which has the effect of limiting its fiduciary duty to our
unitholders;

our general partner has limited its liability and reduced its fiduciary duties under the laws of the Marshall Islands,
while also restricting the remedies available to our unitholders, and as a result of purchasing common units,
unitholders are treated as having agreed to the modified standard of fiduciary duties and to certain actions that
may be taken by our general partner, all as set forth in the partnership agreement;

our general partner determines the amount and timing of asset purchases and sales, capital expenditures,
borrowings, issuances of additional partnership securities and reserves, each of which can affect the amount of
cash that is available for distribution to our unitholders;

in some instances, our general partner may cause us to borrow funds in order to permit the payment of cash
distributions, even if the purpose or effect of the borrowing is to make a distribution on the subordinated units or
to make incentive distributions or to accelerate the expiration of the subordination period;

our general partner determines which costs incurred by it and its affiliates are reimbursable by us;

our partnership agreement does not restrict our general partner from causing us to pay it or its affiliates for any
services rendered to us on terms that are fair and reasonable or entering into additional contractual arrangements

with any of these entities on our behalf;

our general partner controls the enforcement of obligations owed to us by it and its affiliates; and
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our general partner decides whether to retain separate counsel, accountants or others to perform services for us.
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Please read Certain Relationships and Related Party Transactions Omnibus Agreement,  Conflicts of Interest and
Fiduciary Duties and The Partnership Agreement.

Our partnership agreement limits our general partner s fiduciary duties to our unitholders and restricts the

remedies available to unitholders for actions taken by our general partner.

Our partnership agreement contains provisions that reduce the standards to which our general partner would

otherwise be held by Marshall Islands law. For example, our partnership agreement:

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

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

generally provides that affiliated transactions and resolutions of conflicts of interest not approved by the conflicts

committee of the board of directors of our general partner and not involving a vote of unitholders must be on

terms no less favorable to us than those generally being provided to or available from unrelated third parties or be
fair and reasonable to us and that, in determining whether a transaction or resolution is fair and reasonable, our

general partner may consider the totality of the relationships between the parties involved, including other

transactions that may be particularly advantageous or beneficial to us; and

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

In order to become a limited partner of our partnership, a common unitholder is required to agree to be bound by
the provisions in the partnership agreement, including the provisions discussed above. Please read Conflicts of Interest
and Fiduciary Duties Fiduciary Duties.

Fees and cost reimbursements, which our general partner determines for services provided to us and certain of

our subsidiaries, are substantial and reduce our cash available for distribution to you.

Prior to making any distribution on the common units, we pay fees for services provided to us and certain of our
subsidiaries by certain subsidiaries of Teekay Shipping Corporation, and we reimburse our general partner for all
expenses it incurs on our behalf. These fees are negotiated on our behalf by our general partner, and our general
partner also determines the amounts it is reimbursed. These fees and expenses include all costs incurred in providing
certain advisory, ship management, technical and administrative services to us and certain of our subsidiaries,
including services rendered to us pursuant to the agreements described below under Certain Relationships and Related
Party Transactions Advisory and Administrative Services Agreements. In addition, our general partner and its
affiliates may provide us with other services for which the general partner or its affiliates may charge us fees, and we
may pay Teekay Shipping Corporation incentive fees pursuant to the omnibus agreement with it to reward and
motivate Teekay Shipping Corporation for pursuing LNG projects that we may elect to undertake. Please read Certain
Relationships and Related Party Transactions and Conflicts of Interest and Fiduciary Duties Conflicts of Interest. The
payment of fees to Teekay Shipping Corporation and its subsidiaries and reimbursement of expenses to our general
partner could adversely affect our ability to pay cash distributions to you.
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Even if unitholders are dissatisfied, they cannot remove our general partner without its consent.

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

The unitholders will be unable initially to remove the general partner without its consent because the general
partner and its affiliates will own sufficient units upon completion of this offering to be able to prevent its removal.
The vote of the holders of at least 662/3% of all outstanding units voting together as a single class is required to
remove the general partner. Following the closing of this offering, Teekay Shipping Corporation will own 68.3% of
the units. Also, if the general partner is removed without cause during the subordination period and units held by the
general partner and Teekay Shipping Corporation are not voted in favor of that removal, all remaining subordinated
units will automatically convert into common units and any existing arrearages on the common units will be
extinguished. A removal of the general partner under these circumstances would adversely affect the common units by
prematurely eliminating their distribution and liquidation preference over the subordinated units, which would
otherwise have continued until we had met certain distribution and performance tests. Cause is narrowly defined to
mean that a court of competent jurisdiction has entered a final, non-appealable judgment finding the general partner
liable for actual fraud or willful or wanton misconduct in its capacity as our general partner. Cause does not include
most cases of charges of poor management of the business, so the removal of the general partner because of the
unitholders dissatisfaction with the general partner s performance in managing our partnership will most likely result in
the termination of the subordination period.

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

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

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

You will experience immediate and substantial dilution of $13.37 per common unit.

The estimated offering price for this offering of $30.11 per common unit (based on the closing price of our
common units on November 11, 2005) exceeds the pro forma net tangible book value of $16.74 per common unit.
Based on the estimated offering price, you will incur immediate and substantial dilution of $13.37 per common unit.
This dilution results primarily because the assets contributed by our general partner and its affiliates are recorded at
their historical cost, and not their fair value, in accordance with GAAP. Please read Dilution.
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We may issue additional common units without your approval, which would dilute your ownership interests.
Our general partner, without the approval of our unitholders, may cause us to issue an unlimited number of
additional units or other equity securities.
The issuance by us of additional common units or other equity securities of equal or senior rank will have the
following effects:
our unitholders proportionate ownership interest in us will decrease;

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

because a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the
payment of the minimum quarterly distribution will be borne by our common unitholders will increase;

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

the ratio of taxable income to distributions may increase.

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

you.

Our partnership agreement requires our general partner to deduct from operating surplus cash reserves that it
determines are necessary to fund our future operating expenditures. These reserves affect the amount of cash available
for distribution. Our general partner may establish reserves for distributions on the subordinated units, but only if
those reserves will not prevent us from distributing the full minimum quarterly distribution, plus any arrearages, on
the common units for the following four quarters. The partnership agreement requires our general partner each quarter
to deduct from operating surplus estimated maintenance capital expenditures, as opposed to actual expenditures,
which could reduce the amount of available cash for distribution as described above in Risks Inherent in Our
Business We make substantial capital expenditures to maintain the operating capacity of our fleet, which reduce our
cash available for distribution. In addition, each quarter our general partner is required to deduct estimated
maintenance capital expenditures from operating surplus, which may result in less cash available to unitholders than if
actual maintenance capital expenditures were deducted.

Our general partner has a limited call right that may require you to sell your common units at an undesirable

time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner
will have the right, but not the obligation, which it may assign to any of its affiliates or to us, to acquire all, but not
less than all, of the common units held by unaffiliated persons at a price not less than their then-current market price.
As a result, you may be required to sell your common units at an undesirable time or price and may not receive any
return on your investment. You may also incur a tax liability upon a sale of your units. For additional information
about the limited call right, please read The Partnership Agreement Limited Call Right.

At the completion of this offering and assuming no exercise of the underwriters over-allotment option, Teekay
Shipping Corporation, an affiliate of our general partner, will own 44.5% of the common units. At the end of the
subordination period, assuming no additional issuances of common units, no exercise of the underwriters
over-allotment option and conversion of our subordinated units into common
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units, Teekay Shipping Corporation will own 68.3% of the common units. Teekay Shipping Corporation will also
acquire additional common units if:

our general partner determines to pay a portion of the purchase price for the Suezmax tankers and related assets
we will acquire from Teekay Shipping Corporation upon the closing of this offering with our common units, as
described in Use of Proceeds ; or

in connection with the sale to us of its 70% interest in Teekay Nakilat, which owns the three RasGas II LNG
newbuilding carriers, Teekay Shipping Corporation elects to receive common units in satisfaction of the
estimated $92.8 million cash portion of the purchase price for that ownership interest.

Accordingly, after subordinated units are converted to common units our general partner and its affiliates may own
a sufficient percentage of our common units to enable our general partner to exercise its limited call right. Please read

Certain Relationships and Related Party Transactions ~Agreement to Purchase Suezmax Tankers and Time Charters
and Agreement to Purchase RasGas II Interest.

Our partnership agreement restricts the voting rights of unitholders owning 20% or more of our common units.
Our partnership agreement restricts unitholders voting rights by providing that any units held by a person that
owns 20% or more of any class of units then outstanding, other than our general partner, its affiliates, their transferees

and persons who acquired such units with the prior approval of the board of directors of our general partner, cannot
vote on any matter. The partnership agreement also contains provisions limiting the ability of unitholders to call
meetings or to acquire information about our operations, as well as other provisions limiting the unitholders ability to
influence the manner or direction of management.

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

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

Our financing agreements will contain operating and financial restrictions which may restrict our business and

financing activities.

The operating and financial restrictions and covenants in our financing arrangements and any future financing
agreements could adversely affect our ability to finance future operations or capital needs or to engage, expand or
pursue our business activities. For example, the arrangements may restrict our ability to:

incur or guarantee indebtedness;

change ownership or structure, including mergers, consolidations, liquidations and dissolutions;
make dividends or distributions;

make capital expenditures in excess of specified levels;
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make certain negative pledges and grant certain liens;
sell, transfer, assign or convey assets;
make certain loans and investments; and

enter into a new line of business.

In addition, some of our financing arrangements require our subsidiaries to maintain restricted cash deposits and
maintain minimal levels of tangible net worth. Our ability to comply with the covenants and restrictions contained in
our debt instruments may be affected by events beyond our control, including prevailing economic, financial and
industry conditions. If market or other economic conditions deteriorate, our ability to comply with these covenants
may be impaired. If we are in breach of any of the restrictions, covenants, ratios or tests in our financing agreements, a
significant portion of our obligations may become immediately due and payable, and our lenders commitment to make
further loans to us may terminate. We might not have, or be able to obtain, sufficient funds to make these accelerated
payments. In addition, our obligations under an existing revolving credit facility are secured by certain of our assets,
and if we are unable to repay our debt under the credit facility, the lenders could seek to foreclose on those assets. See

Management s Discussion and Analysis of Financial Condition and Results of Operation Liquidity and Capital
Resources Covenants and Other Restrictions in Our Financing Agreements and  Credit Facilities.

Restrictions in our debt agreements may prevent us from paying distributions.

Our payment of principal and interest on the debt and capital lease obligations will reduce cash available for
distribution on our units. In addition, a number of our financing agreements prohibit the payment of distributions upon
the occurrence of the following events, among others:

failure to pay any principal, interest, fees, expenses or other amounts when due;

default under any vessel mortgage;

failure to notify the lenders of any material oil spill or discharge of hazardous material, or of any action or claim
related thereto;

breach or lapse of any insurance with respect to the vessels;
breach of certain financial covenants;

failure to observe any other agreement, security instrument, obligation or covenant beyond specified cure periods
in certain cases;

default under other indebtedness of our operating company, our general partner or any of our subsidiaries;
bankruptcy or insolvency events involving us, our general partner or any of our subsidiaries;
failure of any representation or warranty to be materially correct;
a change of control, as defined in the applicable agreement; and
a material adverse effect, as defined in the applicable agreement, occurs relating to us or our business.
We anticipate that any subsequent refinancing of our current debt or any new debt will have similar restrictions.
For more information regarding our financing arrangements, please read Management s Discussion and Analysis of

Financial Conditions and Results of Operations Liquidity and Capital Resources Covenants and Other Restrictions in
Our Financing Agreements.
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We can borrow money to pay distributions, which would reduce the amount of credit available to operate our
business.
Our partnership agreement allows us to make working capital borrowings to pay distributions. Accordingly, we
can make distributions on all our units even though cash generated by our operations may
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not be sufficient to pay such distributions. We are required to reduce all working capital borrowings for this purpose
under our revolving credit agreement to zero for a period of at least 15 consecutive days once each 12-month period.
Any working capital borrowings by us to make distributions will reduce the amount of working capital borrowings we
can make for operating our business. For more information, please read Management s Discussion and Analysis of
Financial Condition and Results of Operations Liquidity and Capital Resources Credit Facility.

Unitholders may have liability to repay distributions.

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

We have been organized as a limited partnership under the laws of the Republic of The Marshall Islands, which

does not have a well-developed body of partnership law.

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

Because we are organized under the laws of the Marshall Islands, it may be difficult to serve us with legal

process or enforce judgments against us, our directors or our management.

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

In addition to the following risk factors, you should read Material U.S. Federal Income Tax Consequences for a
more complete discussion of expected material U.S. federal income tax consequences of owning and disposing of
common units.

You may be required to pay U.S. taxes on your share of our income even if you do not receive any cash

distributions from us.

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

Because distributions may reduce your tax basis in our common units, you may realize greater gain on the

disposition of your units than you may otherwise expect, and you may have a tax gain even if the price you

receive is less than your original cost.

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

The after-tax benefit of an investment in the common units may be reduced if we cease to be treated as a

partnership for U.S. federal income tax purposes.

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

If we cease to be treated as a partnership for U.S. federal income tax purposes, we would be treated as becoming a
corporation for such purposes, and you could suffer material adverse tax or economic consequences, including the
following:

The ratio of taxable income to distributions with respect to your units would increase because items would not be
allocated to you to account for any differences between the fair market value and the basis of our assets at the
time of the offering. Please read Material U.S. Federal Income Tax Consequences Consequences of Unit
Ownership  Allocation of Income Gain, Loss and Deduction.

You may recognize income or gain on any change in our status from a partnership to a corporation that occurs
while you hold units. Please read Material U.S. Federal Income Tax Consequences Possible Classification as a
Corporation.

We would not be permitted to adjust the tax basis of a secondary market purchaser in our assets under

Section 743(b) of the U.S. Internal Revenue Code of 1986, as described below under Material U.S. Federal
Income Tax Consequences Consequences of Unit Ownership  Section 754 Election. As a result, a person who
purchases common units from you in the market may realize materially more taxable income each year with
respect to the units if we are treated as a corporation than if we are treated as a partnership for U.S. federal

income tax purposes. This could reduce the value of your common units.

You would not be entitled to claim any credit against your U.S. federal income tax liability for non-U.S. income
tax liabilities incurred by us if we are treated as a corporation for U.S. federal
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income tax purposes. Please read Material U.S. Federal Income Tax Consequences Possible Classification as a
Corporation.

If we fail to qualify for an exemption from U.S. tax on the U.S. source portion of our income attributable to
transportation that begins or ends (but not both) in the United States, we will be subject to U.S. tax on such

income on a gross basis (that is, without any allowance for deductions) at a rate of 4%. The imposition of this tax
would have a negative effect on our business and would result in decreased cash available for distribution to you.
Please read Material U.S. Federal Income Tax Consequences Possible Classification as a Corporation Taxation
of Operating Income.

We also may be considered a passive foreign investment company (or PFIC) for U.S. federal income tax
purposes. Please read Material U.S. Federal Income Tax Consequences Possible Classification as a Corporation
Consequences of Possible PFIC Classification.

U.S. tax-exempt entities and non-U.S. persons face unique U.S. tax issues from owning common units that may

result in adverse U.S. tax consequences to them.

Investments in common units by U.S. tax-exempt entities, including individual retirement accounts (known as
IRAs), other retirements plans and non-U.S. persons raise issues unique to them. Assuming we are classified as a
partnership for U.S. federal income tax purposes, virtually all of our income allocated to organizations exempt from
U.S. federal income tax will be unrelated business taxable income and generally will be subject to U.S. federal income
tax. In addition, non-U.S. persons may be subject to a 4% U.S. federal income tax on the U.S. source portion of our
gross income attributable to transportation that begins or ends in the United States, or distributions to them may be
reduced on account of withholding of U.S. federal income tax by us in the event we are treated as having a fixed place
of business in the United States or otherwise earn U.S. effectively connected income, unless an exemption applies and
they file U.S. federal income tax returns to claim such exemption.

The sale or exchange of 50% or more of our capital or profits interests in any 12-month period will result in the

termination of our partnership for U.S. federal income tax purposes.

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

You may be subject to income tax in one or more non-U.S. countries, including Canada, as a result of owning

our common units if, under the laws of any such country, we are considered to be carrying on business there.

Such laws may require you to file a tax return with, and pay taxes to, those countries. Any foreign taxes

imposed on us or any of our subsidiaries will reduce our cash available for distribution to you.

We intend that our affairs and the business of each of our subsidiaries is conducted and operated in a manner that
minimizes foreign income taxes imposed upon us and our subsidiaries or which may be imposed upon you as a result
of owning our common units. However, there is a risk that you will be subject to tax in one or more countries,
including Canada, as a result of owning our common units if, under the laws of any such country, we are considered to
be carrying on business there. If you are subject to tax in any such country, you may be required to file a tax return
with, and pay taxes to, that country based on your allocable share of our income. We may be required to reduce
distributions to you on account of any withholding obligations imposed upon us by that country in respect of such
allocation to you. The United States may not allow a tax credit for any foreign income taxes that you directly or
indirectly incur. Any foreign taxes imposed on us or any of our subsidiaries will reduce our cash available for you.
Please read Non-United States Tax Consequences.
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USE OF PROCEEDS

Based on an assumed offering price of $30.11 per unit (the closing price of our common units on November 11,
2005), our estimated net proceeds from the sale of 4,000,000 common units offered by this prospectus will be
approximately $115.6 million, after deducting underwriting discounts and commissions but before paying estimated
offering expenses. In addition, our general partner will make a contribution to us of $2.5 million, based on the
assumed offering price, to maintain its 2% general partner interest in us.

We intend to apply the net proceeds from this offering and from our general partner s contribution to us towards
the $180 million purchase price for the three Suezmax tankers and related time charters we have agreed to purchase
from Teekay Shipping Corporation upon the closing of this offering. We will pay the balance of the purchase price
with borrowings from our existing $100 million credit facility, cash balances or a combination of both.

If the underwriters exercise their over-allotment option, we will use the net proceeds to repay amounts borrowed
under our credit facility to purchase the vessels or for general partnership purposes.

Please read Certain Relationships and Related Party Transactions Agreement to Purchase Suezmax Tankers and
Time Charters for more information on our agreement to purchase the three Suezmax tankers.

43

74



Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

CAPITALIZATION
The following table shows:

our historical capitalization as of June 30, 2005; and

our as adjusted capitalization as of June 30, 2005, adjusted to reflect the offering of the common units at an
assumed offering price of $30.11 per unit (the closing price of our common units on November 11, 2005), and the
application of the estimated net proceeds we will receive in this offering in the manner described under Use of
Proceeds on the preceding page.
This table is derived from and should be read together with our historical consolidated financial statements and the
accompanying notes. You should also read this table in conjunction with Management s Discussion and Analysis of
Financial Condition and Results of Operations.

As of June 30, 2005
Actual As Adjusted
(in thousands)
Cash and cash equivalents $ 55,875 $ 27,875
Restricted cash(® 387,040 387,040
Total cash and restricted cash $ 442915 $ 414,915
Long-term debt, including current portion:
Long-term debt 403,635 438,288
Long-term obligation under capital leases(!) 561,919 561,919
Total long-term debt 965,554 1,000,207
Equity:
Partners equity 682,852 800,199
Total capitalization $ 1,648,406 $ 1,800,406

(1) Under certain capital lease arrangements, we maintain restricted cash deposits that, together with interest earned
on the deposits, will equal the remaining amounts we owe under the capital leases. The interest we receive from
those deposits is used solely to pay interest associated with the capital leases, and the amount of interest we
receive approximates the amount of interest we pay on the capital leases.
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DILUTION

Dilution is the amount by which the offering price will exceed the net tangible book value per common unit after
this offering. Assuming an offering price of $30.11 per common unit (the closing price of our common units on
November 11, 2005), on a pro forma basis as of June 30, 2005, after giving effect to this offering of common units
and the application of the net proceeds we will receive in this offering as described under Use of Proceeds above, our
net tangible book value would have been $587.1 million, or $16.74 per common unit. Purchasers of common units in
this offering will experience substantial and immediate dilution in net tangible book value per common unit for
financial accounting purposes, as illustrated in the following table.

Assumed offering price per common unit $ 30.11
Pro forma net tangible book value per common unit before this offering(1) $ 15.16
Increase in net tangible book value per common unit attributable to purchasers in
this offering 1.58

Less: Pro forma net tangible book value per common unit after this offering(2) 16.74

Immediate dilution in net tangible book value per common unit to purchasers in this
offering $ 13.37

(1) Determined by dividing the total number of our units (15,638,072 common units, 14,734,572 subordinated units
and the 2% general partner interest, which has a dilutive effect equivalent to 619,850 units) outstanding as of
June 30, 2005 into our net tangible book value before this offering. The dilutive effect of the general partner s
interest was determined by multiplying the total number of units outstanding as of June 30, 2005 (i.e., the total
number of common and subordinated units outstanding divided by 98%) by the general partner s 2% general
partner interest.

(2) Determined by dividing the total number of our units (19,638,072 common units, 14,734,572 subordinated units
and the 2% general partner interest, which has a dilutive effect equivalent to 701,483 units) to be outstanding
after this offering into our pro forma net tangible book value, after giving effect to the application of the
estimated net proceeds of this offering.

The following table sets forth the number of units that we have issued to our general partner and its affiliates and
to investors prior to this offering and that we will issue to purchasers of common units in this offering, and the total
consideration contributed to us by our general partner and its affiliates, prior investors in our initial public offering and
by the purchasers of common units in this offering upon consummation of the transactions contemplated by this
prospectus.

Units Owned Total Consideration
Number Percent Amount Percent
General partner and its affiliates(1)(2) 24,170,627 689% $ 530,984,959 66.1%
Prior investors 6,903,500 19.7 151,800,000 18.9
New investors 4,000,000 11.4 120,440,000 15.0
Total 35,074,127 1000% $ 803,224,959 100.0%
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Upon the consummation of this offering, our general partner and its affiliates will own an aggregate of 8,734,572
common units and 14,734,572 subordinated units and the 2% general partner interest, which has a dilutive effect
equivalent to 701,483 units.

The assets contributed by our general partner and its affiliates in connection with our formation and initial public

offering were recorded at book value in accordance with accounting principles generally accepted in the United

States. Book value of the consideration provided by our general partner and its affiliates, as of May 9, 2005, was

$528.5 million. Our general partner will contribute an additional $2.5 million in connection with this offering.
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PRICE RANGE OF COMMON UNITS AND DISTRIBUTIONS

As of November 1, 2005, there were 15,638,072 common units outstanding, held by approximately 17 holders of
record. Our common units were first offered on the New York Stock Exchange on May 5, 2005 at an initial offering
price of $22.00 per unit. Our common units are traded on the New York Stock Exchange under the symbol TGP.

The following table sets forth, for the periods indicated, the high and low sales prices for our common units, as
reported on the New York Stock Exchange, and quarterly cash distributions declared per common unit. The last
reported sale price of common units on the New York Stock Exchange on November 11, 2005 was $30.11 per
common unit.

Price Range Cash
Distributions
High Low per Unit(1)
2005
Quarter Ended December 31 (through November 11) $ 3225 $ 27.50
Quarter Ended September 30 34.70 28.12 $ 0.4125
Quarter Ended June 30 28.45 24.30 0.23573)
2005
Month Ended November 30 (through November 11) $ 30.60 $ 28.14
Month Ended October 31 32.25 27.50
Month Ended September 30 32.70 30.00
Month Ended August 31 34.70 29.50
Month Ended July 31 32.92 28.12
Month Ended June 30 28.45 25.37

(1) Represents cash distributions attributable to the quarter and paid within 45 days after the quarter.
(2) Period beginning May 5, 2005.

(3) The distribution reflects the 52-day period from May 10, 2005 to June 30, 2005.
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CASH DISTRIBUTION POLICY

General

Rationale for Our Cash Distribution Policy. Our partnership agreement requires us to distribute all of our
available cash quarterly. This cash distribution policy reflects a basic judgment that our unitholders will be better
served by our distributing our cash available after expenses and reserves rather than retaining it. Because we believe
we will generally finance any capital investments from external financing sources, we believe that our investors are
best served by our distributing all of our available cash. Because we are not subject to an entity-level federal income
tax, we have more cash to distribute to you than would be the case were we subject to tax.

Limitations on Cash Distributions and Our Ability to Change Our Cash Distribution Policy. There is no guarantee
that unitholders will receive quarterly distributions from us. Our distribution policy is subject to certain restrictions
and may be changed at any time, including:

Our distribution policy is subject to restrictions on distributions under our credit agreement. Specifically, our

credit agreement contains material financial tests and covenants that we must satisfy. These financial tests and
covenants are described in this prospectus under the caption Management s Discussion and Analysis of Financial
Condition and Results of Operations Liquidity and Capital Resources Covenants and Other Restrictions in Our
Financing Agreements. Should we be unable to satisfy these restrictions under our credit agreement, we would be
prohibited from making cash distributions to you notwithstanding our stated cash distribution policy.

The board of directors of our general partner will have the authority to establish reserves for the prudent conduct
of our business and for future cash distributions to our unitholders, and the establishment of those reserves could
result in a reduction in cash distributions to you from levels we currently anticipate pursuant to our stated
distribution policy.

Even if our cash distribution policy is not modified or revoked, the amount of distributions we pay under our cash
distribution policy and the decision to make any distribution is determined by our general partner, taking into
consideration the terms of our partnership agreement.

Under Section 51 of the Marshall Islands Limited Partnership Act, we may not make a distribution to you if the
distribution would cause our liabilities to exceed the fair value of our assets.

We may lack sufficient cash to pay distributions to our unitholders due to increases in our general and
administrative expense, principal and interest payments on our outstanding debt, tax expenses, working capital
requirements and anticipated cash needs.

While our partnership agreement requires us to distribute all of our available cash, our partnership agreement,
including provisions requiring us to make cash distributions contained therein, may be amended. Although during
the subordination period, with certain exceptions, our partnership agreement may not be amended without the
approval of the public common unitholders, our partnership agreement can be amended with the approval of a
majority of the outstanding common units, voting as a class (including common units held by affiliates of our
general partner) after the subordination period has ended.

Our Ability to Grow Depends on Our Ability to Access External Expansion Capital. We expect that we will
distribute all of our available cash to our unitholders. As a result, our growth may not be as fast as businesses that
reinvest their available cash to expand ongoing operations and we expect that we will rely primarily upon external
financing sources, including commercial bank borrowings and the issuance of debt and equity securities, to fund our
acquisitions and expansion capital expenditures. To the extent we are unable to finance growth externally, our cash
distribution policy will significantly impair our ability to grow. In addition, to the extent we issue additional units in
connection with any acquisitions or expansion capital expenditures, the payment of distributions on those additional
units may increase the risk that we will be unable to maintain or increase our per unit distribution level, which in turn
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available cash that we have to distribute on each unit. The incurrence of additional debt to finance our growth strategy
would result in increased interest expense, which in turn may reduce the available cash that we have to distribute to
our unitholders.

Distributions of Available Cash

General
Within approximately 45 days after the end of each quarter, we distribute all of our available cash to unitholders of
record on the applicable record date.
Definition of Available Cash
We define available cash in the glossary, and it generally means, for each fiscal quarter, all cash on hand at the end
of the quarter:
less the amount of cash reserves established by our general partner to:
provide for the proper conduct of our business (including reserves for future capital expenditures and for our
anticipated credit needs);

comply with applicable law, any of our debt instruments, or other agreements; or

provide funds for distributions to our unitholders and to our general partner for any one or more of the next
four quarters;
plus all cash on hand on the date of determination of available cash for the quarter resulting from working capital
borrowings made after the end of the quarter. Working capital borrowings are generally borrowings that are made
under our credit agreement and in all cases are used solely for working capital purposes or to pay distributions to
partners.
Minimum Quarterly Distribution
Common unitholders are entitled under our partnership agreement to receive a quarterly distribution of
$0.4125 per unit, or $1.65 per year, prior to any distribution on the subordinated units to the extent we have sufficient
cash from our operations after establishment of cash reserves and payment of fees and expenses, including payments
to our general partner. Our general partner has the authority to determine the amount of our available cash for any
quarter. This determination, as well as all determinations made by the general partner, must be made in good faith.
There is no guarantee that we will pay the minimum quarterly distribution on the common units in any quarter, and we
will be prohibited from making any distributions to unitholders if it would cause an event of default, or an event of
default is existing, under our credit agreement. For a discussion of the restrictions in our credit agreement that may
restrict our ability to make distributions, please read Management s Discussion and Analysis of Financial Condition
and Results of Operations  Liquidity and Capital Resources Covenants and Other Restrictions in Our Financing
Agreements.
Operating Surplus and Capital Surplus
General
All cash distributed to unitholders is characterized as either operating surplus or capital surplus. We treat
distributions of available cash from operating surplus differently than distributions of available cash from capital

surplus.
48

81



Edgar Filing: Teekay LNG Partners L.P. - Form F-1/A

Definition of Operating Surplus

We define operating surplus in the glossary, and for any period it generally means:
our cash balance on the closing date of our initial public offering, other than cash reserved to terminate interest
rate swap agreements; plus

$10 million (as described below); plus

all of our cash receipts after the closing of our initial public offering, excluding cash from (1) borrowings, other
than working capital borrowings, (2) sales of equity and debt securities, (3) sales or other dispositions of assets
outside the ordinary course of business, (4) termination of interest rate swap agreements, (5) capital contributions
or (6) corporate reorganizations or restructurings; plus

working capital borrowings made after the end of a quarter but before the date of determination of operating
surplus for the quarter; plus

interest paid on debt incurred (including periodic net payments under related interest rate swap agreements) and
cash distributions paid on equity securities issued, in each case, to finance all or any portion of the construction,
replacement or improvement of a capital asset such as vessels during the period from such financing until the
earlier to occur of the date the capital asset is put into service or the date that it is abandoned or disposed of; plus

interest paid on debt incurred (including periodic net payments under related interest rate swap agreements) and
cash distributions paid on equity securities issued, in each case, to pay the construction period interest on debt
incurred, or to pay construction period distributions on equity issued, to finance the construction projects
described in the immediately preceding bullet; less

all of our cash operating expenditures after the closing of our initial public offering and the repayment of working
capital borrowings, but not (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 established by our general partner to
provide funds for future operating expenditures.

As described above, operating surplus does not only reflect actual cash on hand that is available for distribution to
our unitholders. For example, it also includes a provision that enables us, if we choose, to distribute as operating
surplus up to $10 million of cash we may receive from non-operating sources, 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 is to increase operating surplus by the amount of any such cash distributions or interest payments. As a result,
we may also 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 our capital assets, and
expansion capital expenditures are those capital expenditures that increase the operating capacity of or the revenue
generated by our 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 are 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
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revenue generated by our fleet. Maintenance capital expenditures also include interest
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(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 that we enter 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, also are considered
maintenance capital expenditures.

Because our 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 our conflicts committee. The 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 affects our fleet. For purposes of calculating operating surplus, any adjustment to this estimate is prospective
only.

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;

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

it reduces the likelihood that a large maintenance capital expenditure in a period will prevent the general partner s
affiliates from being able to convert some or all of their subordinated units into common units since the effect of
an estimate is to spread the expected expense over several periods, mitigating the effect of the actual payment of
the expenditure on any single period.

Definition of Capital Surplus

We also define capital surplus in the glossary, and it 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. We do not anticipate that we will make any distributions from capital surplus.
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Subordination Period

General
During the subordination period, which we define below and in the glossary, the common units will have the right
to receive distributions of available cash from operating surplus in an amount equal to the minimum quarterly
distribution of $0.4125 per quarter, plus any arrearages in the payment of the minimum quarterly distribution on the
common units from prior quarters, before any distributions of available cash from operating surplus may be made on
the subordinated units. The purpose of the subordinated units is to increase the likelihood that during the
subordination period there will be available cash to be distributed on the common units.
Definition of Subordination Period
We define the subordination period in the glossary. The subordination period extends until the first day of any
quarter, beginning after March 31, 2010, that each of the following tests are met:
distributions of available cash from operating surplus on each of the outstanding common units and subordinated
units equaled or exceeded the minimum quarterly distribution for each of the three consecutive, non-overlapping
four-quarter periods immediately preceding that date;

the adjusted operating surplus (as defined below) generated during each of the three consecutive, non-overlapping
four-quarter periods immediately preceding that date equaled or exceeded the sum of the minimum quarterly
distributions on all of the outstanding common units and subordinated units during those periods on a fully

diluted basis and the related distribution on the 2% general partner interest during those periods; and

there are no arrearages in payment of the minimum quarterly distribution on the common units.
If the unitholders remove our general partner without cause, the subordination period may end before March 31,
2010.
Early Conversion of Subordinated Units
Before the end of the subordination period, 50% of the subordinated units, or up to 7,367,286 subordinated units,
may convert into common units on a one-for-one basis immediately after the distribution of available cash to the
partners in respect of any quarter ending on or after:
March 31, 2008 with respect to 25% of the subordinated units outstanding immediately after our initial public
offering; and

March 31, 2009 with respect to a further 25% of the subordinated units outstanding immediately after our initial
public offering.

The early conversions will occur if at the end of the applicable quarter each of the following occurs:
distributions of available cash from operating surplus on each of the outstanding common units and subordinated
units equaled or exceeded the minimum quarterly distribution for each of the three consecutive, non-overlapping
four-quarter periods immediately preceding that date;

the adjusted operating surplus generated during each of the three consecutive, non-overlapping four-quarter
periods immediately preceding that date equaled or exceeded the sum of the minimum quarterly distributions on
all of the outstanding common units and subordinated units during those periods on a fully diluted basis and the
related distribution on the 2% general partner interest during those periods; and

there are no arrearages in payment of the minimum quarterly distribution on the common units.
However, the second early conversion of the subordinated units may not occur until at least one year following the
first early conversion of the subordinated units.
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For purposes of determining whether sufficient adjusted operating surplus has been generated under these
conversion tests, the conflicts committee may adjust adjusted operating surplus upwards or downwards if it
determines in good faith that the estimated amount of maintenance capital expenditures used in the determination of
operating surplus was materially incorrect, based on circumstances prevailing at the time of original determination of
the estimate.

Definition of Adjusted Operating Surplus
We define adjusted operating surplus in the glossary, and for any period it generally means:
operating surplus generated with respect to that period; less

any net increase in working capital borrowings with respect to that period; less

any net reduction in cash reserves for operating expenditures with respect to that period not relating to an
operating expenditure made with respect to that period; plus

any net decrease in working capital borrowings with respect to that period; plus

any net increase in cash reserves for operating expenditures with respect to that period required by any debt
instrument for the repayment of principal, interest or premium.

Adjusted operating surplus is intended to reflect the cash generated from operations during a particular period and
therefore excludes net increases in working capital borrowings and net drawdowns of reserves of cash generated in
prior periods.

Effect of Expiration of the Subordination Period

Upon expiration of the subordination period, each outstanding subordinated unit will convert into one common
unit and will then participate pro rata with the other common units in distributions of available cash. In addition, if the
unitholders remove our general partner other than for cause and units held by our general partner and its affiliates are
not voted in favor of such removal:

the subordination period will end and each subordinated unit will immediately convert into one common unit;

any existing arrearages in payment of the minimum quarterly distribution on the common units will be
extinguished; and

our general partner will have the right to convert its general partner interest and, if any, its incentive distribution
rights into common units or to receive cash in exchange for those interests.
Distributions of Available Cash From Operating Surplus During the Subordination Period
We make distributions of available cash from operating surplus for any quarter during the subordination period in
the following manner:
first, 98% to the common unitholders, pro rata, and 2% to our general partner, until we distribute for each
outstanding common unit an amount equal to the minimum quarterly distribution for that quarter;

second, 98% to the common unitholders, pro rata, and 2% to our general partner, until we distribute for each
outstanding common unit an amount equal to any arrearages in payment of the minimum quarterly distribution on

the common units for any prior quarters during the subordination period;

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

thereafter, in the manner described in Incentive Distribution Rights below.
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Distributions of Available Cash From Operating Surplus After the Subordination Period
We will make distributions of available cash from operating surplus for any quarter after the subordination period
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, subject to restrictions in the partnership agreement.
If for any quarter:
we have distributed available cash from operating surplus to the common and subordinated unitholders in an
amount equal to the minimum quarterly distribution; and

we have distributed available cash from operating surplus on outstanding common units in an amount necessary
to eliminate any cumulative arrearages in payment of the minimum quarterly distribution;
then, we will distribute any additional available cash from operating surplus for that quarter among the unitholders
and our general partner in the following manner:
first, 98% to all unitholders, pro rata, and 2% to our general partner, until each unitholder receives a total of
$0.4625 per unit for that quarter (the first target distribution );

second, 85% to all unitholders, pro rata, and 15% to our general partner, until each unitholder receives a total of
$0.5375 per unit for that quarter (the second target distribution );

third, 75% to all unitholders, pro rata, and 25% to our general partner, until each unitholder receives a total of
$0.6500 per unit for that quarter (the third target distribution ); and

thereafter, 50% to all unitholders, pro rata, and 50% to our general partner.

In each case, the amount of the target distribution set forth above is exclusive of any distributions to common
unitholders to eliminate any cumulative arrearages in payment of the minimum quarterly distribution. 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.

Percentage Allocations of Available Cash From Operating Surplus
The following table illustrates the percentage allocations of the additional available cash from operating surplus
among 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
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distribution. 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.

Marginal Percentage Interest
in Distributions

Total 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 Will Be Made

We will 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 that
was issued in this offering, an amount of available cash from capital surplus equal to the initial public offering
price;

second, 98% to the common 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 any unpaid arrearages in payment of the
minimum quarterly distribution on the common units; and

thereafter, we will make all distributions of available cash from capital surplus as if they were from operating
surplus.

Effect of a Distribution From Capital Surplus

The partnership agreement treats a distribution of capital surplus as the repayment of the $22.00 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 and for the subordinated units to convert into common units.
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 or any arrearages.

Once we distribute capital surplus on a unit issued in our initial public offering in an amount equal to the initial
public offering price for our initial public offering, 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:

the minimum quarterly distribution;
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the target distribution levels;
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the unrecovered initial unit price; and

the number of common units issuable during the subordination period without a unitholder vote.

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 and the
number of common units issuable during the subordination period without a unitholder vote would double. 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 U.S. federal, state, local or
non-U.S. income tax purposes, we will reduce the minimum quarterly distribution and the target distribution levels for
each quarter 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 the 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.

The allocations of gain and loss upon liquidation are intended, to the extent possible, to entitle the holders of
outstanding common units to a preference over the holders of outstanding subordinated units upon our liquidation, to
the extent required to permit common unitholders to receive their unrecovered initial unit price plus the minimum
quarterly distribution for the quarter during which liquidation occurs plus any unpaid arrearages in payment of the
minimum quarterly distribution on the common units. However, there may not be sufficient gain upon our liquidation
to enable the holders of common units to fully recover all of these amounts, even though there may be cash available
for distribution to the holders of subordinated units. 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. If our liquidation occurs before the
end of the subordination period, 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 the minimum quarterly distribution for the quarter during which our liquidation
occurs; and

(3) any unpaid arrearages in payment of the minimum quarterly distribution;
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third, 98% to the subordinated unitholders, pro rata, and 2% to our general partner until the capital account for
each subordinated unit is equal to the sum of:
(1) the unrecovered initial unit price; and

(2) the amount of the minimum quarterly distribution for the quarter during which our liquidation occurs;
fourth, 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 sum of the excess of the first target distribution per unit over the minimum quarterly 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 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;

fifth, 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;

sixth, 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.

If the liquidation occurs after the end of the subordination period, the distinction between common units and
subordinated units will disappear, so that clause (3) of the second bullet point above and all of the third bullet point
above will no longer be applicable.

Manner of Adjustments for Losses

If our liquidation occurs before the end of the subordination period, we will generally allocate any loss to our
general partner and the unitholders in the following manner:

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

second, 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.
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If the liquidation occurs after the end of the subordination period, the distinction between common units and
subordinated units will disappear, so that the first bullet point above will no longer be applicable.

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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SELECTED HISTORICAL AND PRO FORMA FINANCIAL AND OPERATING DATA
The following table presents, in each case for the periods and as of the dates indicated, selected:

historical financial and operating data of Teekay Shipping Spain S.L. (or Teekay Spain), which was named
Naviera F. Tapias S.A. (or Tapias) prior to its acquisition by Teekay Shipping Corporation through its subsidiary,
Teekay Luxembourg S.a.r.l. (or Luxco), on April 30, 2004;

historical financial and operating data of Teekay LNG Partners L.P. since its initial public offering on May 10,
2005, in connection with which it acquired Luxco from Teekay Shipping Corporation; and

pro forma financial and operating data of Teekay LNG Partners L.P.

The selected historical financial and operating data has been prepared on the following basis:
the historical financial and operating data of Teekay Spain excludes financial information related to three
businesses previously held in separate subsidiaries and unrelated to the marine transportation of LNG and crude
oil, which were disposed of prior to Teekay Shipping Corporation s acquisition of Teekay Spain;

the historical financial and operating data of Teekay Spain as at and for the years ended December 31, 2002 and
2003 and the four months ended April 30, 2004 are derived from the audited consolidated financial statements of
Teekay Spain included elsewhere in this prospectus;

the historical financial and operating data of Teekay Spain as at and for the years ended December 31, 2000 and
2001 are derived from the unaudited consolidated financial statements of Teekay Spain, which are not included in
this prospectus;

the historical financial and operating data of Teekay Spain as at December 31, 2004 and for the eight months
ended December 31, 2004 reflect the acquisition of Teekay Spain by Teekay Shipping Corporation and are
derived from the audited consolidated financial statements of Teekay Spain included elsewhere in this
prospectus;

the historical financial and operating data of Teekay Spain, for the four months ended April 30, 2004, the two
months ended June 30, 2004 and the period from January 1, 2005 to May 9, 2005 reflect the acquisition of
Teekay Spain by Teekay Shipping Corporation and are derived from the unaudited consolidated interim financial
statements of Teekay LNG Partners L.P. included elsewhere in this prospectus; and

the historical financial and operating data of Teekay LNG Partners L.P. as at June 30, 2005 and for the period
from May 10, 2005 to June 30, 2005 reflect its initial public offering and related acquisition of Luxco and are
derived from the unaudited consolidated interim financial statements of Teekay LNG Partners L.P. included
elsewhere in this prospectus.

The unaudited pro forma financial and operating data of Teekay LNG Partners L.P. give pro forma effect to:
The acquisition of Teekay Spain;

the contribution by Teekay Shipping Corporation to us of the capital stock and notes receivable of Luxco;

Teekay Shipping Corporation s loans and contributions to us, prior to our initial public offering, which we used,
together with existing cash, to repay indebtedness and settle interest rate swaps; and

the completion of our initial public offering and the use of the net proceeds of that offering.

The pro forma financial data presented for the year ended December 31, 2004 and the six months ended June 30,
2005 are derived from our unaudited pro forma consolidated financial statements. The pro forma income statement
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data for the year ended December 31, 2004 and the six months ended June 30,
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2005 assumes our initial public offering and related transactions occurred on January 1, 2004. A more complete
explanation of the pro forma data can be found in our unaudited pro forma consolidated financial statements included
with this prospectus.

The following table presents two financial measures, net voyage revenues and EBITDA, which we use in our
business. These financial measures are not calculated or presented in accordance with U.S. generally accepted
accounting principles (or GAAP). We explain these measures below and reconcile them to their most directly
comparable financial measures calculated and presented in accordance with GAAP in Appendix B to this prospectus.

Because drydocking expenditures are more extensive in nature than normal routine maintenance, we capitalize and
amortize them for a given vessel from the completion of a drydocking to the estimated completion of the next
drydocking. For more information about our accounting treatment of drydocking expenditures, please read

Management s Discussion and Analysis of Financial Condition and Results of Operations Overview Important
Financial and Operational Terms and Concepts Drydocking and  Depreciation and Amortization.

To make the selected historical financial and operating data more comparable, our historical operating results do
not include the historical results of Luxco for the two months ended June 30, 2004, the nine months ended
December 31, 2004 or the period from January 1, 2005 to May 9, 2005 (the 2005 Pre-IPO Period). During these
periods, Luxco had no revenues, expenses or income, or assets or liabilities, other than:

advances (including accrued interest) of $465.7 million and $312.3 million as of December 31, 2004 and June 30,
2004, respectively, from Teekay Shipping Corporation that Luxco used to purchase Teekay Spain and to prepay
certain debt of Teekay Spain;

net interest expense related to the advances of $9.8 million, $2.4 million and $7.3 million for the nine months
ended December 31, 2004, the two months ended June 30, 2004 and for the 2005 Pre-IPO Period, respectively;

unrealized foreign exchange losses of $44.7 million and $3.8 million for the nine months ended December 31,
2004 and the two months ended June 30, 2004, respectively, related to the advances, which are Euro-
denominated, and a $23.8 million unrealized foreign exchange gain related to the advances for the 2005 Pre-IPO
Period;

other expenses of $1.1 million, $0.1 million and $0.1 million for those respective periods;

cash and cash equivalents of $2.2 million and $10.0 million as of December 31, 2004 and June 30, 2004,
respectively; and

its ownership interest in Teekay Spain and certain purchase rights and obligations for Suezmax tankers operated
by Teekay Spain under capital lease arrangements, which it acquired from Teekay Spain on December 30, 2004.
We believe the exclusion of the Luxco results makes our results more comparable because Luxco s results and

financial position relate solely to the financing of the acquisition of Teekay Spain and repayment of Teekay Spain
debt by Teekay Shipping Corporation and do not relate to the historical results of Teekay Spain. In addition, because
the capital stock of Luxco and the advances from Teekay Shipping Corporation were contributed to us in connection
with our initial public offering, these advances and their related effects were eliminated on consolidation, as reflected
in our selected pro forma financial data. For more information on Luxco, please read the unaudited consolidated

financial statements of Luxco included elsewhere in this prospectus.
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The following tables should be read together with, and is qualified in its entirety by reference to, the historical and
unaudited pro forma consolidated financial statements and the accompanying notes included elsewhere in this
prospectus. The tables also should be read together with Management s Discussion and Analysis of Financial

Condition and Results of Operations.

Income Statement Data:
Voyage revenues

Operating expenses:
Voyage expenses(1)
Vessel operating
expenses(2)
Depreciation and
amortization

General and administrative

Total operating expenses

Income from vessel
operations

Interest expense

Interest income

Foreign currency exchange
gain (loss)(3)

Interest rate swaps gain
(loss)(4)

Other income (loss)(5)

Net income (loss) before
change in accounting
principle

Change in accounting
principle(6)

Net income (loss)

Pro forma net loss per unit
(basic and diluted)(7)

Footnotes for both of these tables follow the second table.

Historical
Four Eight
Months Months
Years Ended December 31, Ended Ended
April 30, December 31,
2000 2001 2002 2003 2004 2004
(unaudited) (audited) (audited)
(in thousands, except per unit and fleet data)

$ 52,217 $ 60,326 $ 59,866 $ 86,709 $ 40,718 $ 83,115

4,304 5,092 5,334 4911 1,842 3,090

10,883 12,403 16,104 26,440 10,302 20,315

14,803 16,094 17,689 23,390 8,585 26,275

3,967 5,061 6,501 8,799 2,103 4,300

33,957 38,650 45,628 63,540 22,832 53,980

18,260 21,676 14,238 23,169 17,886 29,135
(15,625) (20,104) (18,109) (34,862) (21,475) (40,560)

1,278 3,752 5,248 8,431 8,692 13,426
(179) 3,462 (44,310) (71,502) 18,010 (34,149)

(7,618) (71,400) 14,715 3,985

3,615 5,327 563 617 (10,934) 3,361

7,349 6,495 (113,770) (59,432) 16,164 (28,787)
(4,366)

$ 7349 $ 2,129 $ (113,770) $ (59,432) $ 16,