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Resultatregnskap

Belgp i: NOK Note 2019 2018
RESULTATREGNSKAP

K ostnader

L gnnskostnad 1

Annen driftskostnad 1 315 000 251 000
Sum kostnader 315000 251 000
Driftsresultat -315 000 -251 000

Finansinntekter og finanskostnader

Renteinntekt fraforetak i samme konsern 1507 000
Sum finansinntekter 1507 000
Rentekostnad til foretak i samme konsern 4131 000
Netto disagiokostnad 2000 1000
Sum finanskostnader 4133000 1000
Netto finans -2 626 000 -1000
Ordineert resultat far skattekostnad -2 941 000 -252 000
Skattekostnad pa ordinaat resultat 6 -130 000
Ordineert resultat etter skattekostnad -2 811 000 -252 000
Arsresultat -2 811 000 -252 000
Arsresultat etter minoritetsinter esser -2 811 000 -252 000
Totalresultat -2 811 000 -252 000

Overfaringer og disponeringer
Avsatt til annen egenkapital -2 811 000 -252 000
Sum overfaringer og disponeringer -2 811 000 -252 000
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Balanse

Belgp i: NOK

Note

2019

2018

BALANSE - EIENDELER

Anleggsmidler
Immaterielle eiendeler
Utsatt skattefordel

Finansielle anleggsmidler

Investering i dattersel skap

Investering i annet foretak i samme konsern
Lan til foretak i samme konsern

Sum finansielle anleggsmidler

Sum anleggsmidler

Omlgpsmidler
Varer

Fordringer
Kundefordringer

Andre kortsiktige fordringer
Konsernfordringer

Sum fordringer

I nvesteringer
Aksgier og andeler i foretak i samme konsern

Bankinnskudd, kontanter og lignende
Bankinnskudd, kontanter o.l.
Sum bankinnskudd, kontanter og lignende

Sum omlgpsmidler

SUM EIENDELER

BALANSE - EGENKAPITAL OG GJELD

2,7

475 554 000

475 554 000

475 554 000

28 433 000
28 433 000

28 433 000

503 987 000

45 526 000

45 526 000

45 526 000

26 297 000
26 297 000

40 000
40 000

26 336 000

71 863 000
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Balanse

Belgp i: NOK Note 2019 2018
Egenkapital

Innskutt egenkapital

Aksjekapital 4,5 30000 30000
Overkurs 10 000 10 000
Annen innskutt egenkapital 339 459 000

Sum innskutt egenkapital 339 499 000 40 000
Opptjent egenkapital

Annen egenkapital 4 -3063 000 -252 000
Sum opptjent egenkapital -3 063 000 -252 000
Sum egenkapital 336 436 000 -212 000
Gjed

Langsiktig gjeld

Utsatt skatt 6

Annen langsiktig gjeld

Gjeld til kredittinstitusjoner

@vrig langsiktig gjeld

Sum langsiktig gjeld 0 0
Kortsiktig gjeld

Leverandargjeld 3

Betalbar skatt 6

Kortsiktig konserngjeld 3 167 551 000 72 075 000
Annen Kortsiktig gjeld 3

Sum kortsiktig gjeld 167 551 000 72 075 000
Sum gjeld 167 551 000 72 075 000
SUM EGENKAPITAL OG GJELD 503 987 000 71 863 000
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Arsregnskap 2019
Altera Infrastructure Production Holdings
AS

Arsberetning
Resultatregnskap
Kontantstremoppstilling
Balanse

Noter

Org.nr.: 919 681 403
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Arsberetning 2019 for Altera Infrastructure Production Holdings AS

Virksomhetens art

Altera Infrastructure Production Holdings AS (AIPH) er morselskapet i et teknologifokusert
oljeservicekonsern, hovedsakelig involvert i 4 levere flytende produksjonstjenester i Nordsjeen og
internasjonalt.

Selskapet eies pr. 31.12.2019 100 % av Altera Infrastructure Cooperatief U.A, Rotterdam i
Nederland. Disse selskapene inngdr i konsernet Altera Infrastructure (AIP) som er notert pd New
York-bersen. Selskapet inngér i AIP sin forretningsenhet for flytende oljeproduksjon. AlP er et
datterselskap av Brookfield Business Partners L.P. (BBP). Konsernet har i 2020 endret navn, noe
som ogs4 har medfart at selskapet har endret navn fra Teekay Offshore Production Holdings AS til
Altera Infrastructure Production Holdings AS.

Hovedkontorets adresse er Bratterkaia 17A, 7010 Trondheim. I tillegg leier forretningsenheten et
kontor og lagereiendom i Aberdeen, et driftskontor i Flors samt kontorer og lagerlokaler i Aracaju
og Rio i Brasil.

For nzrmere beskrivelse av konsernets drift vises til drsberetningen for Altera Infrastructure
Production AS (AP).

Selskapet har ingen ansatte, og driften av selskapet ivaretas av AP i Trondheim. Styret bestér av tre
menn og to kvinner, samt to representanter for de ansatte som er menn.

Rettvisende oversikt over utvikling, resultat og stilling

Arsregnskapet viser ingen drifisinntekter i 2019 og driftskostnader pd NOK 0,3 millioner. Resultat
for skatt bie negativt med NOK 2,9 millioner.

Bokfert verdi eiendeler per 31.12.2019 utgjorde NOK 504,0 millioner, hvilket ble utgjort av
investeringer i datterselskap og konsernfordringer, samt en mindre kontantpost.

Kortsiktig gjeld utgjerde NOK 167,6 millioner. Egenkapitalen er negativ med NOK 336,4
millioner.

Kontantstremoppstillingen viser en netto nedgang i kontanter og kontantekvivalenter p& kr 40 som
skyldes endring i konsernmellomvarende.

Det er ikke inniridt forhold etter regnskapsirets ntgang som er av betydning for bedemmelsen av
selskapets stilling.

Fortsatt drift
Styre og daglig leder bekrefter at styrets arsberetning og &rsregnskapet gir et riktig bilde av
selskapets skonomiske stilling og at forutsetningen om fortsatt drift er realistisk. Selskapets

egenkapital er i 2019 betydelig styrket gjennom konsernbidrag fra andre Altera-selskap.

Styret og daglig leder bekrefter, i henhold til regnskapsloven § 3-3a, at arsregnskapet er utarbeidet
ut i fra en forutsetning om fortsatt drift.

Altera Infrastructure Production Holdings AS Side 2
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Finansiell risiko
Selskapets virksombhet er knyttet il eierskap av AP,

Selskapet er 1 all vesentlighet finansiert gjennom egenkapital. Selskapets kostnader er i all hovedsak
NOK slik at selskapet i liten grad er eksponert for valutakurssvingninger. Selskapet kjoper forgvrig
tjenester knyttet til finansiering og finansiell styring fra konsernet slik at konsernet samlet kan
héndtere valutarisikoen pa best mulig mate.

Med selskapets meget begrensede virksomhet anses selskapets eksponering mot markedsrisiko,
kredittrisiko og likviditetsrisiko som liten, og det er ikke iverksatt spesielle tiltak for & styre

risikoen.
Pévirkning pi det ytre milje

Selskapet arbeider systematisk og konsekvent med miljgproblemstillingene virksomheten medferer,
noe som blant annet viser seg gjennom at konsernets FPSO-er er sertifiserte i henhold til
internasjonale standarder for miljestyring. For nsermere informasjon henvises det til drsberetningen

til AP.
Fremtidig utvikling

2019 var et godt 4r for AIP med gode HMS-resultater, god drift med hay oppetid, godt
gjennomferte revisjonsstanser, forlengelse av flere kontrakter og gjennomforing av en rekke studier
for nye prosjekter. Det var en positiv utvikling innenfor oljesektoren og aktivitetsnivaet var pa vei

opp i industrien.

12020 ble verden rammet av COVID-19. Dette lammet verden og ettersperselen etter olje gikk
vesentlig ned. I tillegg oppstod det en priskrig mellom Saudi Arabia og Russland. Dette gjorde at
oljeprisen var i fritt fall og var en stund under $20 per fat i april. Prisen har styrket seg opp mot $40
per fat, men fallet medferte at investeringer enten ble utsatt eller kansellert. For AIP som har flere
enheter som kommer av kontrakt i nzr fremtid gjor dette at det ma paregnes lengre opphold i
opplag. Det gjer ogsd at bemanningssituasjonen ma tilpasses for & mete et lavere aktivitetsniva,

Forretningsenhetens fokus fortsetter & vaere 4 sikre lengre gjennomsnittlig kontraktstid i fliten og ha
en aktiv styring av portefaljen av enheter. Dette innebzerer bade 4 by pd nye prosjekter og sikre nye
oppdrag pa enheter som kommer mot kontraktsslutt. Det er investert i oppbygging av kapasitet og
kompetanse for 4 mete disse utfordringene gjennom 2019. Planen var & styrke dette ytterligere i
2020, men det er forelapig satt pa hold. Til tross for usikkerheten i markedet s er det fremdeles et
relativt hayt aktivitetsnivd og AIP jobber med flere aktuelle prosjekter. Det ma nok likevel paregnes
at beslutningsprosesser tar lenger tid enn for oljeprisfallet.

Styret understreker at uttalelsene i denne rapporten angaende fremtiden kun er basert pa ulike
antakelser fra AIPs side om forhold som er utenfor vér kontrol! og underlagt visse risikoer og
usikkerhetsmomenter. Faktiske resultater kan derfor komme til & avvike fra de som er beskrevet i

utsagnene om fremtiden.

Se for gvrig arsberetningen for AP for mer utfyllende informasjon om konsernets virksomhet og
fremtidsutsikter.

Altera Infrastructure Production Holdings AS Side 3
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Trondheim, 31.08.2020
Styret i Altera Infrastructure Production Holdings AS
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Christopher Allan Brett Tor Olav Bye-Andersen Thal ttine Juul
styreleder styremedlem/daglig leder styremedlem
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Maﬁnus Mzhle D.ilgpéfng _ Thoras Rysstad Edith Louise Robinson
styremedlem styremedlem styremedlem
Altera Infrastructure Preduction Holdings AS Side 4
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Resultatregnskap

Altera Infrastructure Production Holdings AS

Alle belap i 1000

Driftsinntekter og driftskostnader Note 2019 22.09.17 - 31.12.18
Annen driftskostnad 1 315 251
Sum driftskostnader 315 251
Driftsresultat -315 -251
Finansinntekter og finanskostnader
Renteinntekt fra foretak i samme konsern 1507 0
Rentekostnad til foretak i samme konsern 4131 0
Netto disagiokostnad 2 1
Resultat av finansposter -2 626 -1
Ordineert resultat for skattekostnad -294] -252
Skattekostnad pa ordinzrt resultat 6 -130 0
Ordinzert resultat -2 811 -252
Arsresultat -2 811 -252
Overforinger
Avsatt til annen egenkapital -2 811 -252
Sum overforinger -2 811 -252
Side §

Aitera Infrastructure Production Holdings AS- Org.nr. 919 681 403
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Balanse
Altera Infrastructure Production Holdings AS

Alle belop 1 1000

Eiendeler Note 2019 2018
Investeringer i annet foretak i samme konsern 2,7 475 554 45526
Sum finansielle anleggsmidler 475 554 45 526
Sum anleggsmidler 475 554 45 526
Omlspsmidler

Konsernfordringer 3 28 433 26 297
Sum fordringer 28433 26 297
Bankinnskudd, kontanter o.1. 0 40
Sum omlgpsmidler 28 433 26 336
Sum eiendeler 503 987 71 863
Altera Infrastructure Production Holdings AS- Org.nr. 91% 681 403 Side 6
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Balanse

Altera Infrastructure Production Holdings AS

Alle belep i 1000

Egenkapital og gjeld Note 2019 2018
Egenkapital

Innskutt egenkapital

Aksjekapital 4,5 30 30
Cverkurs 4 10 10
\Annen innskutt egenkapital 4 339 459 0
'Sum innskutt egenkapital 339 499 40
Opptjent egenkapital

IAnnen egenkapital 4 -3 063 -252
Sum opptjent egenkapital -3 063 -252
Sum egenkapital 336 436 <212
Konserngjeld 3 167 551 72075
Sum kortsiktig gjeld 167 551 72 075
Sum gjeld 167 551 72075
Sum egenkapital og gjeld 503987 71 863

Trondheim, 31.08.2020
Styret i Altera Infrastructure Production Holdings AS

2 pdi Qs B ldittn Taytr
Christopher Allan Brett

Tor Olav Bye-Andersen Thale Martine Juul
styreleder styremedlem/daglig leder styremedlem
—
y i
s L1001
Magnus Mahle Dr'ap/ ing _ Thorfas Rysstad Edith Louise Robinson
styremedlem styremedlem styremedlem
Altera Infrastructure Production Holdings AS- Org.nr. 919 681 403 Side 7
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Kontantstremoppstilling

Altera Infrastructure Production Holdings AS

(Belap i hele 1000)

2019 2018
Kontanistrammer fra operasjonelle aktiviteter
Resultat for skattekostnad -2.941 -252
Endring i konsernmellomvarender 93,339 252
Endring i andre tidsavgrensningsposter -163,027
Netto kontantstrem fra operasjonelle aktiviteter -72,629 0
Kontantstremmer fra investeringsaktiviteter
Netto kontantstrem fra investeringsaktiviteter 0 0
Kontantstremmer fra finansieringsaktiviteter
Innbetalinger av konsernbidrag 339,589 0
Utbetalinger i forbindelse med gjeldskonvertering -267,000 40
Netto kontantstram fra finansieringsaktiviteter 72,589 40
Netto endring i kontanter og kontantekvivalenter -40 40
Beholdning av kontanter og kontantekvivalenter ved periodens begynneise 40 0
Beholdning av kontanter og kontantekvivalenter ved periodens shutt 0 40

Alters Infrastructure Production Holdings AS - Org.nr 996235149 Side $
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Regnskapsprinsipper

Arsregnskapet er satt opp i samsvar med regnskapslovens bestemmelser og god regnskapsskikk.

Selskapet ble stiftet 22.09.2017, men det ble ikke avlagt regnskap for 2017, Ferste regnskapsér ble
derfor 22.09.2017 - 31.12.2018.

Bruk av estimater

T utarbeidelse av drsregnskapet har man brukt estimater og forutsetninger som har pavirket
resultatregnskapet og verdsettelsen av ciendeler og gjeld, samt usikre eiendeler og forpliktelser pd
balansedagen i henhold til god regnskapsskikk. Omrdder som i stor grad inneholder slike
skjennsmessige vurderinger, hoy grad av kompleksitet, eller omrader hvor forutsetninger og
estimater er vesentlige for arsregnskapet, er beskrevet i notene.

Valuta
Transaksjoner i utenlandsk valuta omregnes til kursen pa transaksjonstidspunktet. Pengeposter i

utenlandsk valuta omregnes til norske kroner ved 4 benytte balansedagens kurs,
Valutakursendringer resultatfores lopende i regnskapsperioden under andre finansposter.

Skatt
Skattekostnaden i resultatregnskapet omfatter bide periodens betalbare skatt og endring i utsatt

skatt. Utsatt skatt er beregnet med 22 % pa grunnlag av de midlertidige forskjeller som eksisterer
mellom regnskapsmessige og skattemessige verdier, samt ligningsmessig underskudd til fremfaring
ved utgangen av regnskapsaret. Skatteskende og skattereduserende midlertidige forskjeller som
reverserer eller kan reverseres i samme periode er utlignet og netiofort. Netto utsatt skattefordel
balansefores 1 den grad det er sannsynlig at denne kan bli utnyttet.

Klassifisering og vurdering av omlapsmidler

Omlgpsmidler og kortsiktig gjeld omfatter normalt poster som forfaller til betaling innen ett ir etter
balansedagen, samt poster som knytter seg til varekretslapet. Omlepsmidler vurderes til laveste
verdi av anskaffelseskost og virkelig verdi. Kortsiktig gjeld balansefares til nominelt belpp pa

transaksjonstidspunktet.

Datterselskap og tilknyttet selskap

Datterselskap og tilknyttede selskaper vurderes etter kostmetoden i selskapsregnskapet.
Investeringen er vurdert til anskaffelseskost for aksjene med mindre nedskrivning har vert
npdvendig. Det er foretatt nedskrivning til virkelig verdi ndr verdifall skyldes arsaker som ikke kan
forventes & vaere forbigdende og det mé anses nedvendig etter god regnskapsskikk. Nedskrivninger
er reversert ndr gronnlaget for nedskrivning ikke lenger er til stede.

Utbytte, konsernbidrag og andre utdelinger fra datterselskap er inntektsfert samme r som det er
avsatt i givers regnskap. Overstiger utbytte / konsernbidraget andelen av opptjent resultat etter
anskaffelsestidspunktet, representerer den overskytende del tilbakebetaling av investert kapital, og
utdelingene er fratrukket investeringens verdi i balansen til morselskapet.

Fordringer

Kundefordringer og andre fordringer oppferes til palydende etter fradrag for avsetning til forventet
tap. Avsetning til tap gjores pé grunnlag av en individuell vurdering av de enkelte fordringene. For
ovrige kundefordringer utferes en uspesifisert avsetning for 4 dekke forventet tap pa krav.

Altera Infrastructure Production Holdings AS Side 9
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Note 1 Lennskostnader
(alle tall § 1000)

Godtgjorelse til ledelsen og styret

Selskapet har ingen ansatte.

Det er ikke utbetalt noen ytelser til daglig leder eller til styret i 2019.

Daglig leders ytelser blir utbetalt av AP.

For disse tjenestene betaler Altera Infrastructure Production Holdings AS et honorar til AP.
1 2019 var dette honorarer pd TNOK 261.

Det er ikke gitt 14n/sikkerhetsstilletse til daglig leder, styrets leder eller andre nerstaende parter. Det
er ingen enkelt 1an/sikkerhetsstillelser som utgjer mer enn 5 % av selskapets egenkapital.

Ingen i ledelsen eller medlemmer av styret eide aksjer i selskapet pr. 31. desember 2019.

Kostnadsfert godtgjerelse til revisor

2019 2018

Ordinzr revisjon 52 0
Annen bistand 0 0
Sum 52 0
Belapene er eksklusive mva.
Note 2 Aksjer og andeler i andre foretak m.v.
(alle tall i 1000)
Daitterselskap Eierandel Forretnings- Egenkapital Resultat siste Balansefort

kontor siste ir (100 %) ar (100 %) verdi
Altera Infrastructure 100 % Trondheim 397 862 54 305 475 554

Production AS

Det er gjennomfert nedskrivningstest av investeringer i datterselskap.
Det er i 2019 gjennomfert en gjeldskonvertering av fordring pa Altera Infrastructure Production AS
(tidligere Teekay Petrojarl Production AS) pd NOK 267 millioner.

I forbindelse med overtakelsen av eierskapet av Altera Infrastructure Production AS fra TPO AS 1.

januar 2018 er det senere oppdaget at verdien som ble brukt ved overtakelsen var for lav med NOK
163 millioner. Dette er korrigert i 2019-regnskapet.

Altera Infrastructure Production Holdings AS Side 10
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Note 3 Mellomvarende med selskap i samme konsern
(alle tall | 1000)

2019 2018
Fordringer
Andre kortsiktige fordringer konsern 28 433 26 297
Sum 28433 26 297
Gjeld
Annen kortsiktig gjeld konsemn 167 551 72 075
Sum 167 551 72075
Note 4 Egenkapital
(alle tall i 1000}
Aksjekapital Overkurs Annen Annen Sum
innskutt  egenkapital  egenkapital
egenkapital
Pr31.12.2018 30 10 0 =252 212
Arets resultat 0 0 0 -2 811 -2 811
Konsernbidrag uten 0 0 339 000 0 339 000
skattemessig effekt
mottatt
Konsernbidrag med 0 0 459 0 459
skattemessig effekt
mottatt
Pr31.12.2019 30 10 339 459 -3 063 336 436
Note 5 Aksjonzrer
Aksjekapitalen i Altera Infrastructure Production Holdings AS pr. 31.12.2019 bestir av:
) o Antall Pilydende Bokfert
Ordinzre aksjer 1 000 30 30000
Sum 1000 30 600
Eierstruktur
o o o __Antall _ Eierandel Stemmeandel
Altera Infrastructure Cooperatief U.A. 1 000 160 100
Totalt antall aksjer 1 000 100 160

Det er med hjemmel i regnskapsloven § 3-7, 1.ledd ikke utarbeidet konsernregnskap for Altera
Infrastructure Production Holdings AS med datterselskaper, da Altera Infrastructure Production
Holdings AS er et datterselskap som inngr i konsernet Allera Infrastructure L.P (ALIN). Altera
Infrastructure Production Holdings AS med datterselskaper er konsolidert i ALINs
konsernregnskap, som kan lastes ned fra Altera Infrastructure sin hjemmeside
http://www.alterainfra.com eller ved & kontakte hovedkontoret i Stavanger.

Altera Infrastructure Production Holdings AS Side 11
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Note 6 Skatt
(alle tall i 1000)

Arets skattekostnad _ ) 2019 2018
Resultatfert skatt pd ordinzert resultat:

Betalbar skatt ¢ 0
For mye/lite avsatt tidligere ar 0 ¢
Endring i utsait skattefordel -130 0
Skattekostnad ordinzert resultat -130 0
Skattepliktig inntekt:

Ordinzert resultat for skatt -2 941 -252
Stiftelseskostnader 0 -20
Permanente forskjeller 2624 0
Mottatt konsernbidrag 589 0
Anvendelse av fremferbart underskudd -272 0
Skattepliktig inntekt 0 -172
Betalbar skatt i balansen:

Betalbar skatt p3 arets resultat 0 0
Sum betalbar skatt i balansen 0 0

Skatteeffekten av midlertidige forskjeller og underskudd til fremfering som har gitt opphav til utsatt
skatt og utsatte skattefordeler, spesifisert pa typer av midlertidige forskjeller.

2019 2018 _ Endring
Akkumulert fremfarbart underskudd 0 272 =272
Inngdr ikke i beregningen av utsatt skatt 0 272 272
Utsatt skattefordel (22 %) 0 0 0

Note 7 Tidligere drs feil

I forbindelse med overtakelsen av eierskapet av Altera Infrastructure Production AS fra TPO AS 1.
januar 2018 er det senere oppdaget at verdien som ble brukt ved overtakelsen var for lav med NOK
163 millioner, Dette er korrigert 1 2019-regnskapet.

Altera Infrastructure Production Holdings AS

Side 12
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Note 8 Hendelser etter balansedagen

Verdens Helseerganisasjon (WHO) erklarte i januar 2020 at utbruddet av COVID-19 métte ses som
en «alvorlig hendelse av betydning for internasjonal folkehelse», og i mars ble utbruddet klassifisert
som en pandemi av WHO. Selskapet har fulgt alle anbefalinger og feringer for ansatte og
samarbeidspartnere, og detie har til dags dato ikke pavirket operasjonelle forhold.

Pa tidspunktet for publisering av disse tallene er det ikke identifisert noen risikoer relatert il fortsatt
drift av virksomheten som forer til endring i finansielle estimater eller beslutninger. Det er pa
néverende tidspunkt ikke mulig 4 mile eller 4 forutse mulige fremtidige akonomiske konsekvenser
som felge av situasjonen i olje- og gassmarkedene eller COVID-19-pandemien.

I mai 2020 endret selskapet navn fra Teekay Offshore Production Holdings AS til Altera
Infrastructure Production Hoidings AS.

Altera Infrastructure Production Holdings AS Side 13
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UAVHENGIG REVISORS BERETNING

Til generalforsamlingen i Altera Infrastructure Production Holdings AS

Uttalelse om revisjonen av arsregnskapet

Konklusjon

Vi har revidert arsregnskapet for Altera Infrastructure Production Holdings AS som bestar av balanse per
31. desember 2019, resultatregnskap og kontantstremoppstilling for regnskapsaret avsluttet per denne
datoen, og en beskrivelse av vesentlige anvendte regnskapsprinsipper og andre noteopplysninger.

Etter var mening er arsregnskapet avgitt i samsvar med lov og forskrifter og gir et rettvisende bilde av
selskapets finansielle stilling per 31. desember 2019, og av dets resultater og kontantstremmer for
regnskapsaret avsluttet per denne datoen i samsvar med regnskapslovens regler og god regnskapsskikk
i Norge.

Grunnlag for konklusjonen

Vi har gjennomfgrt revisjonen i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder de
internasjonale revisjonsstandardene (ISA-ene). Vare oppgaver og plikter i henhold til disse standardene
er beskrevet i avsnittet Revisors oppgaver og plikter ved revisjonen av arsregnskapet. Vi er uavhengige
av selskapet i samsvar med de relevante etiske kravene i Norge knyttet til revisjon slik det kreves i lov og
forskrift. Vi har ogsa overholdt véare gvrige etiske forpliktelser i samsvar med disse kravene. Etter var
oppfatning er innhentet revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

@vrig informasjon

@ivrig informasjon omfatter informasjon i selskapets arsrapport bortsett fra arsregnskapet og den
tilherende revisjonsberetningen. Styret og daglig leder (ledelsen) er ansvarlig for den gvrige
informasjonen. Var uttalelse om revisjonen av arsregnskapet dekker ikke den gvrige informasjonen, og vi
attesterer ikke den gvrige informasjonen.

| forbindelse med revisjonen av arsregnskapet er det var oppgave & lese den gvrige informasjonen med
det formal & vurdere hvorvidt det foreligger vesentlig inkonsistens mellom den gvrige informasjonen og
arsregnskapet eller kunnskap vi har opparbeidet oss under revisjonen, eller hvorvidt den tilsynelatende
inneholder vesentlig feilinformasjon. Dersom vi konkluderer med at den gvrige informasjonen inneholder
vesentlig feilinformasjon, er vi palagt & rapportere det. Vi har ingenting & rapportere i s4 henseende.

Penneo Dokumenineokkel: Q8UTA-GSWKB-AXYFB-HKXZA-55MCL-F0307

Ledelsens ansvar for arsregnskapet

Ledelsen er ansvarlig for & utarbeide arsregnskapet i samsvar med lov og forskrifter, herunder for at det
gir et rettvisende bilde i samsvar med regnskapslovens regler og god regnskapsskikk i Norge. Ledelsen
er ogsa ansvarlig for slik intern kontroll som den finner ngdvendig for & kunne utarbeide et 4rsregnskap
som ikke inneholder vesentlig feilinformasjon, verken som fglge av misligheter eller feil.

Ved utarbeidelsen av arsregnskapet ma ledelsen ta standpunkt til selskapets evne til fortsatt drift og
opplyse om forhold av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn for
arsregnskapet med mindre ledelsen enten har til hensikt & avvikle selskapet eller legge ned
virksomheten, eller ikke har noe annet realistisk alternativ.

Revisors oppgaver og plikter ved revisjonen av arsregnskapet

Vart mal er 4 oppna hetryggende sikkerhet for at arsregnskapet som helhet ikke inneholder vesentlig
feilinfermasjon, verken som falge av misligheter eller feil, og & avgi en revisjoensberetning som inneholder
vér konklusjon. Betryggende sikkerhet er en hey grad av sikkerhet, men ingen garanti for at en revisjon
utfert i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene, alltid vil avdekke
vesentlig feilinformasjon. Feilinformasjon kan skyldes misligheter eller feil og er & anse som vesentlig

A member firm of Ernst & Young Global Limited
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dersom den enkeltvis eller samlet med rimelighet kan forventes & pévirke de gkonomiske beslutningene
som brukerne foretar pa grunnlag av arsregnskapet.

Som del av en revisjon i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene,
utever vi profesjonelt skjgnn og utviser profesjonell skepsis gjennom hele revisjonen. | tillegg

» identifiserer og anslar vi risikoen for vesentlig feilinformasjon i arsregnskapet, enten det skyldes misligheter eller
feil. Vi utformer og giennomfarer revisjonshandlinger for & handtere slike risikoer, og innhenter revisjonsbevis som
er tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon. Risikoen for at vesentlig feilinformasjon som
felge av misligheter ikke blir avdekket, er hayere enn for feilinformasjon som skyldes feil, siden misligheter kan
innebazere samarbeid, forfalskning, bevisste utelatelser, uriktige fremstillinger eller overstyring av intern kontroll;

» opparbeider vi oss en forstaelse av den inteme kontrollen som er relevant for revisjonen, for a utforme
revisjonshandlinger som er hensiktsmessige etter omstendighetene, men ikke for & gi uttrykk for en mening om
effektiviteten av selskapets interne kontroll;

» vurderer vi om de anvendte regnskapsprinsippene er hensikismessige og om regnskapsestimatene og tilhgrende
noteopplysninger utarbeidet av ledelsen er rimelige;

» konkluderer vi pa om ledelsens bruk av fortsatt drift-forutsetningen er hensiktsmessig, og, basert pa innhentede
revisjonsbevis, hvorvidt det foreligger vesentlig usikkerhet knyttet til hendelser eller forhold som kan skape
betydelig tvil om selskapets evne til fortsatt drift. Dersom vi konkluderer med at det foreligger vesentlig usikkerhet,
kreves det at vi i revisjonsberetningen henleder oppmerksomheten pa tilleggsopplysningene i arsregnskapet. Hvis
slike tilleggsopplysninger ikke er tilstrekkelige, ma vi modifisere var konklusjon. Vare konklusjoner er basert pa
revisjonsbevis innhentet frem til datoen for revisjonsberemingen. Etterfalgende hendelser eller forhold kan
imidlertid medfere at selskapets evne til fortsatt drift ikke lenger er til stede;

» vurderer vi den samlede presentasjonen, strukturen og innholdet i arsregnskapet, inkludert tilleggsopplysningene,
og hvorvidt arsregnskapet gir uttrykk for de underliggende fransaksjonene og hendelsene pa en mate som gir et
rettvisende bilde.

Vi kommuniserer med styret blant annet om det planlagte omfanget av revisjonen, tidspunktet for vart
revisjonsarbeid og eventuelle vesentlige funn i var revisjon, herunder vesentlige svakheter i den interne
kontrollen som vi avdekker gjennom vart arbeid.

Uttalelse om svrige lovmessige krav

Konklusjon om arsberetningen

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, mener vi at opplysningene i
arsberetningen om arsregnskapet og forutsetningen om fortsatt drift er konsistente med arsregnskapet og
i samsvar med lov og forskrifter.

Penneo Dokumenineokkel: Q8UTA-GSWKB-AXYFB-HKXZA-55MCL-F0307

Konklusjon om registrering og dokumentasjon

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, og kontrollhandlinger vi har funnet
ngdvendige i henhold til internasjonal standard for attestasjonsoppdrag (ISAE) 3000
«Attestasjonsoppdrag som ikke er revisjon eller forenklet revisorkontroll av historisk finansiell
informasjon», mener vi at ledelsen har oppfylt sin plikt til & serge for ordentlig og oversiktlig registrering
og dokumentasjon av selskapets regnskapsopplysninger i samsvar med lov og god bokfgringsskikk i
Norge.

Bergen, 7. september 2020
ERNST & YOUNG AS

Revisjonsberetningen er signert elekfronisk

@yvind Nore
statsautorisert revisor

Uavhengig revisors beretning - Aliera Infrastructure Production Holdings AS

A member firm of Ernst & Young Global Limited
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 20-F
(Mark One)
O REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) or (g) OF THE
SECURITIES EXCHANGE ACT OF 1934
OR
X ANNUAL REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2019

OR

d TRANSITION REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

OR

d SHELL COMPANY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of event requiring this shell company report

For the transition period from to

Commission file number 1-33198

TEEKAY OFFSHORE PARTNERS L.P.

{Exact name of Registrant as specified in its charter)

Not Applicable

(Translation of Registrant’s Name into English}

Republic of the Marshall Islands

{Jurisdiction of incorporation or organization)

4th Floor, Belvedere Building, 69 Pitts Bay Road, Pembroke, HM 08, Bermuda
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Telephone: {441} 405-5560
{Address and telephone number of principal executive offices)
Edith Robinson
4th Floor, Belvedere Building, 69 Pitts Bay Road, Pembroke, HM 08, Bermuda
Telephone: {441} 405-5560
Email: edie.robinson@teekay.com

{Contact information for company contact person)

Securities registered, or to be registered, pursuant to Section 12{b} of the Act.

Title of each class Irading symbol Name of each exchange on which registered
Common Units TOO New York Stock Exchange
Series A Preferred Units TOOPRA New York Stock Exchange
Series B Preferred Units TOOPRB New York Stock Exchange
Series E Preferred Units TOOPRE New York Stock Exchange

Securities registered or to be registered, pursuant to Section 12({g} of the Act.
None
Securities for which there is a reporting obligation pursuant to Section 15(d} of the Act.

None

Indicate the number of outstanding shares of each of the issuer’s classes of capital or common stock as of the close of the period covered by the
annual report.

411,148,991 Common Units
6,000,000 Series A Prefemred Units
5,000,000 Series B Preferred Units

4,800,000 Series E Preferred Units
Indicate by check mark whether the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Secunities Act. Yes 00 No &

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934. Yes O No X

Indicate by check mark if the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter pericd that the registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes No O

Indicate by check mark if the registrant (1) has submitted electrenically every Interactive Data File required to be submitted pursuant to Rule 405
of Regulation 8-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter pericd that the registrant was required to submit
suchfiles). Yes E No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.
(Check one):

Large Accelerated Filer O Accelerated Filer = Non-Accelerated Filer O Emerging growth company O

If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by check mark if the registrant has
elected not to use the extended transition period for complying with any new or revised financial accounting standardst provided pursuant to
Section 13(a) of the Exchange Act O
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1 The term “new or revised financial accounting standard” refers to any update issued by the Financial Accounting Standards Board to its Accounting
Standards Ceodification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:

International Financial Reporting Standards as issued
U.S. GAAP by the International Accounting Standards Board O Other O

If “Other” has been checked in response to the previous question, indicate by check mark which financial statement item the registrant has elected
tofollow: Item17 O Iem 18 O

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes O No ®

* On January 23, 2020, the New York Stock Exchange (the “Exchange”) filed a Form 25 notifying the Securities and Exchange Gommission of its
intention to remove the registrant's common units from listing and registration on the Exchange, pursuant to Rule 12d2-2(a) promulgated under
the Securities Exchange Act of 1934.
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PART I

This Annual Report should be read in conjunction with the consolidated financial statements and accompanying notes included in this report.

g &

Unless otherwise indicated, references in this Annual Report to “Teekay Offshore,” “we,” “us” and “our” and similar terms refer to Teekay
Offshore Partners L.P. and/or one or more of its subsidfaries, except that those terms, when used in this Annual Report in connection with
the common or preferred units or publicly issued senior notes described herein, shall mean specifically Teekay Offshore Partners L.P.

In addition to historical information, this Annual Report contains certain forward-looking statements (as such term is defined in Section 21E
of the Securities Exchange Act of 1934, as amended) that involve risks and uncertainties. Such forward-looking statements relate to future
events and our operations, objectives, expectations, performance, financial condition and intentions. When used in this Annual Report, the
words “expect,” “intend,” “plan,” “believe,” “anticipate,” “estimate” and variations of such words and similar expressions are intended to identify
forward-looking statements. Forward-looking statements in this Annual Report include, in particular, statements regarding:

= our distribution policy and our ability to make cash distributions on our units;

= our future growth prospects, business strategy and other plans and objectives for future operations;

= future capital expenditures and availability of capital resources to fund capital expenditures;

= our liguidity needs and meeting our going concem requirements, including our working capital deficit, anticipated funds and sources of
financing for liquidity needs and the sufficiency of cash flows, and our estimation that we will have sufficient liquidity for at least the next
one-year period;

= our ability to refinance existing debt obligations, to raise additional debt and capital, to fund capital expenditures, and negotiate extensions
or redeployments of existing assets;

«  our ability to maintain and expand long-term relationships with major crude oil companies, including our ability to service fields until they
no lenger produce, and the negative impact of low oil prices on the likelihood of certain contract extensions;

* the derivation of a substantial majority of revenue from a limited number of customers;

* our ability to leverage to our advantage the expertise, relationships and reputation of Brookfield Business Partners L.P. together with its
institutional partners (Brookfield Business Partners L.P. and/or any cne or more of its affiliates referred to herein as Brookffeid) to pursue
long-term growth opportunities;

= any offers of shuttle tankers, floating storage and off-take (or FSQO) units, or floating production, storage and offloading (or FPSO) units
and related contracts from Teekay Corporation (Teekay Corporation and/or any one or more of its affiliates or subsidiaries referred to
herein as Teekay Corporation) and our accepting such offers;

= the outcome and cost of claims and potential claims against us, including claims and potential claims by COSCO (Nantong) Shipyard
(or COSCQ) relating to Logitel Offshore Rig Il Pte Lid. and Logitel Offshore Pte. Ltd (or Logite!) and cancellation of Units for Maintenance
and Safety (or UMS) newbuildings, by Damen Shipyard Group’s DSR Schiedam Shipyard (or Damen) relating to the Petrojar! I FPSO
unit upgrade and related to Brookfield's acquisition by merger of all of our cutstanding publicly held common units not already held by
Brookfield;

* the outcome of the investigation by Norwegian authorities of potential violations of Norwegian pollution and export laws in connection
with the export of the Navion Britannia shuttle tanker from the Norwegian Continental Shelf in March 2018 and its subsequent recycling;

= our continued ability to enter into fixed-rate time charters and FPSO contracts with customers, including the effect of a continuation of
lower oil prices to motivate charterers to use existing FPSO units on new projects;

= results of operations and revenues and expenses;

= offshore and tanker market fundamentals, including the balance of supply and demand in the offshore and tanker market and spot tanker
charter rates;

«  our competitive advantage in the shuttle tanker market;

« the expected lifespan and estimated sales price or recycling value of vessels;

« our expectations as to any impairment of our vessels;

« acquisitions from third parties and obtaining offshore projects that we bid on or may be awarded;

« certainty of completion, estimated delivery and completion dates, commencement of charter, intended financing and estimated costs for
newbuildings and acquisitions, including our shuttle tanker newbuildings;

* the expected employment of the shuttle tanker newbuildings under our existing master agreement with Equinor ASA and the expected
required capacity in our contract of affreightment (or CoA) fleet in the North Sea;

= expected employment and trading of older shuttle tankers;
= expected redelivery dates of in-chartered vessels;

= the expectations as to the chartering of unchartered vessels;
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our expectations regarding competition in the markets we serve;
our entering into joint ventures or partnerships with companies;

our ability to maximize the use of our vessels, including the re-deployment or disposition of vessels nolonger under long-term time charter
contracts;

the duration of dry dockings;

the future valuation of goodwill and potential impairment;

our compliance with covenants under our credit facilities;

the ability of the counterparties for our derivative contracts to fulfill their contractual obligaticns;

our hedging activities relating to foreign exchange, interest rate and spot market risks;

our exposure to foreign currency fluctuations, particularly in Norwegian Krone, Brazilian Real and British Pound;

increasing the efficiency of our business and redeploying vessels as charters expire or terminate;

the adequacy of our insurance coverage;

the expected impact of heightened environmental and quality concerns of insurance underwriters, regulators and charterers;
our ability to comply with govemmental regulations and maritime self-regulatory organization standards applicable to our business;
the passage of climate control legislation or other regulatory initiatives that restrict emissions of greenhouse gases;

anticipated taxation of our partnership and its subsidiaries and taxation of unitholders and the adequacy of our reserves to cover potential
liability for additional taxes;

our intent to take the position that we are not a passive foreign investment company;
consequences relating to the phasing-out of the London Inter-bank Offered Rate (or LIBORY);

our general and administrative expenses as a public company and expenses under service agreements with Teekay Corporation and
for reimbursements of fees and costs of Teekay Offshore GP L.L.C., our general partner; and

our ability to avoid labor disruptions and attract and retain highly skilled personnel.

Forward-looking statements are necessary estimates reflecting the judgment of senior management, involve known and unknown risks and
are based upon a number of assumptions and estimates that are inherently subject to significant uncertainties and contingencies, many of
which are beyond our control. Actual results may differ materially from those expressed or implied by such forward-looking statements.
Important factors that could cause actual results to differ materially include, but are not limited to, those factors discussed below in Iltem 3 —
Key Information: Risk Factors and other factors detailed from time to time in other reports we file with the U.S. Securities and Exchange
Commission (or the SEC).

We do not intend to revise any forward-looking statements in order to reflect any change in our expectations or events or circumstances that
may subsequently arise. You should carefully review and consider the various disclosures included in this Annual Report and in our cther
filings made with the SEC that attempt to advise interested parties of the risks and factors that may affect our business, prospects and results
of operations.

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information

Selected Financial Data

Set forth below is selected consolidated financial and other data of Teekay Offshore Partners L.P. and its subsidiaries for each of the five fiscal
years ended December 31, 2019, which have been derived from our consolidated financial statements.

The following tables should be read together with, and are qualified in their entirety by reference to, (a) Item 5. Operating and Financial Review
and Prospects, included herein, and (b) the historical consolidated financial statements and the accompanying notes and the Report of
Independent Registered Public Accounting Firm thereon (which are included herein), with respect to the consolidated financial statements as
at December 31, 2019 and December 31, 2018 and for each of the fiscal years in the three-year period ended December 31, 2019.
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In July 2015, we acquired from Teekay Corporation the Petrojar! Knarr FPSO unit, along with its operations and charter contract. The selected
financial data and other financial information herein reflect this unit and the results of operations of the unit, referred to herein as the Dropdown
Predecessor, as if we had acquired it when the unit began operations under the ownership of Teekay Corporation. The Petrojar Knarr FPSO
unit began operations on March 9, 2015. For a further description of the Dropdown Predecessor, please refer to our Annual Report cn Form
20-F for the year ended December 31, 2017.

Our consoclidated financial statements are prepared in accordance with United States generally accepted accounting principles (or GAAR).

Year Ended December 31,
2019 2018 2017 2016 2015
(in thousands of U.S. Dallars, except per unit, unit and fleet data)

Income Statement Data:

Revenues 1,268,000 1,416,424 1,110,284 1,152,380 1,229,413
Operating (loss) income {91,037) 111,737 {116,005) 230,853 283,399
Net {loss) income (350,895) (123,945) (299,442) 44475 100,143
Limited partners’ interest:
Net (loss) income (378,770) (147,141) (339,501) (12,952) 31,205
Net (loss) income per
Common unit - basic @ 0.92) {0.36) (1.45) (0.25) 0.32
Common unit - diluted ¥ (0.92) {0.36) (1.46) {0.25) 0.32
Cash distributicns declared per commen unit 0.00 0.04 0.24 044 218
Balance Sheet Data (at end of year):
Cash and cash equivalents 189,388 225,040 221934 227378 258 473
Restricted cash 106,868 8,540 28,360 114,909 60,520
Vessels and equipment 3,768,775 4,270,622 4,687 494 4,716,933 4,743,619
Investments in equity accounted joint ventures 234,627 212,202 169,875 141,819 77.647
Total assets 4,923,267 5,312,052 5,637,795 5,718,620 5,744,166
Total debt 3,178,950 3,097,742 3,123,728 3,182,894 3,363,874
Total equity 1,072,066 1,459,124 1,473,528 1,138,596 967,848
Common units outstanding 411,148,991 410,314,977 410,045,210 147,514,113 107,026,979
Preferred units outstanding”) 15,800,000 15,800,000 11,000,000 23,517,745 21,438,413

Cash Flow Data:
Net cash flow provided by (used for):

Operating activities 319,909 280,643 305,200 396,473 371,456
Financing activities (58,018) {121,338) 142,947 (93,415) 286,663
Investing activities (189,215) (176,019) (540,140) (279,764) (638,024)
Other Financial Data:
Net revenues © 1,138,090 1,264,616 1,010,840 1,071,640 1,131,407
EBITDA © 206,909 466,799 162,618 492,648 475,590
Adjusted EBITDA ) 671,898 782,521 522,394 570,572 615,775
Expenditures for vessels and equipment 201,439 233,736 533,260 294 581 664,667
Fleet data:
Average number of shuttle tankers 278 30.3 317 325 338
Average number of FPSO units ™ 8.0 80 80 8.0 78
Average number of conventional tankers 05 20 20 20 39
Average number of FSO units 7 53 6.0 6.8 7.0 66
Average number of towing vessels 10.0 99 79 6.3 43
Average number of units for maintenance and

safety 1.0 1.0 1.0 1.0 0.9
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(1) Operating (loss) income includes, among other things, the following:

Year Ended December 31,
2019 2018 2017 2016 2015
(Write-down) and gain on sale of vessels (332,125) (223,355) (318,078) (40,079) (69,998)

(2) Please read ltem 18 - Financial Statements: Note 16 - Total Gapital and Net Income Per Commen Unit.

(3) Vessels and equipment consists of (a) vessels, at cost less accumulated depreciation and write-downs and (b) advances on newbuilding
contracts.

(4) Preferred units outstanding includes the Series A Preferred Units from April 23, 2013 through December 31, 2019, the Series B Preferred
Units from April 13, 2015 through December 31, 2019, the Series C Preferrad Units from July 1, 2015 through June 29, 2016, the Series
C-1 and Series D Preferred Units from June 29, 2016 through September 25, 2017, and the Series E Preferred Units from January 18,
2018 through December 31, 2019.

(5) Netrevenuesisanon-GAAP financial measure defined as revenues less voyage expenses. For additional information about this measure,
please read Item 5 - Operating and Financial Review and Prospects - Management's Discussion and Analysis of Financial Conditions
and Results of Operations - Important Financial and Operational Terms and Concepts. We principally use net revenues because it
measures vessel performance on a time-charter equivalent (or TCE) basis, which provides more meaningful information to us about the
deployment of our vessels and their performance, than revenues, the most directly comparable financial measure under GAAP. Net
revenue should not be considered as an alternative to revenues or any other measure of financial performance in accordance with GAAP.
The following table reconciles net revenues with revenues:

Year Ended December 31,
2019 2018 2017 2016 2015
Revenues 1,268,000 1,416,424 1,110,284 1,152,390 1,229,413
Voyage expenses (129,910) (151,808) (99,444) (80,750) (98,006)
Net revenues 1,138,090 1,264,616 1,010,840 1,071,640 1,131,407

(6) To supplement the consolidated financial statements prepared in accordance with GAAP, we have presented EBITDA and Adjusted
EBITDA, which are non-GAAP financial measures. EBITDA and Adjusted EBITDA are intended to provide additional information and
should not be considered substitutes for net (loss) income or other measures of performance prepared in accordance with GAAP.

EBITDA represents net (loss) income before interest expense (net), income tax expense and depreciation and amortization. Adjusted
EBITDA represents EBITDA adjusted to exclude certain items whose timing or amount cannot be reasonably estimated in advance or
that are not considered representative of core operating performance. Such adjustments include vessel write-downs, gains or losses on
sale of vessels, unrealized gains or losses on derivative instruments, foreign exchange gains or losses, losses on debt repurchases, and
certain other income or expenses. Adjusted EBITDA also excludes realized gains or losses on interest rate swaps as our management,
in assessing performance, views these gains orlosses as an element of interest expense, realized gains or losses on derivative instruments
resulting from amendments or terminations of the underlying instruments and equity income. Adjusted EBITDA is further adjusted to
include our proportionate share of Adjusted EBITDA from our equity-accounted joint ventures and to exclude the non-controlling interests’
proportionate share of the Adjusted EBITDA from our consclidated joint ventures.

These measures are used as supplemental financial performance measures by management and by external users of our financial
statements, such as investors and our contralling unitholder.

EBITDA and Adjusted EBITDA assist our management and security holders by increasing the comparability of our fundamental
performance from period to period and against the fundamental performance of other companies in our industry that provide EBITDA or
Adjusted EBITDA information. This increased comparability is achieved by excluding the potentially disparate effects between periods
or companies of interest expense and income, taxes, depreciation and amortization, and, for Adjusted EBITDA, by excluding certain
additional items whose timing or amount cannot be reasonably estimated in advance or that are not considered representative of core
operating performance. These items are affected by various and possibly changing financing methods, capital structure and historical
cost basis and which items may significantly affect net income between periods. We believe thatincluding EBITDA and Adjusted EBITDA
benefits investors in (a) selecting between investing in us and other investment altematives and (b} monitoring our ongoing financial and
operational strength and health in assessing whether to continue to hold our equity or debt securities as applicable.

EBITDA should not be considered as an alternative to net (loss) income, operating (loss) income or any other measure of financial
performance presented in accordance with GAAP. EBITDA and Adjusted EBITDA exclude certain items that affect net income and these
measures may vary among other companies. Therefore, EBITDA and Adjusted EBITDA as presented in this Annual Report may not be
comparable to similarly titled measures of other companies.

09.11.2021 kI 14:06 Brgnngysundregistrene Side 29 av 157



- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

The following table reconciles our historical EBITDA and Adjusted EBITDA to net (loss) income.

Year Ended December 31,
2019 2018 2017 2016 2015
(in thousands of US Dollars)

Reconciliation of “EBITDA” and “Adjusted
EBITDA” to “Net (loss)} income™

Net (loss) income (350,895) (123,945) (299,442) 44,475 100,143
Depreciation and amortizaticn 349,379 372,290 309,975 300,011 274,599
Interest expense, net of interest income 200,598 195,797 152,183 139,354 122,205
Income tax expense (recovery) 7,827 22657 (98) 8,808 (21,357)

EBITDA 206,909 466,799 162,618 492,648 475,590
Write-down and (gain) on sale of vessels 332125 223,355 318,078 40,079 69,998
Realized and unrealized loss {gain} on

derivative instruments 85,195 (12,808) 42,853 20,313 73,704
Equity income @ (32,794) (39,458) (14,442) (17,933) (7.672)
Foreign cumency exchange (gain) loss (2,193) 9413 14,006 14,805 17 467
Losses on debt repurchases @ — 55479 3,102 — —
Other expense (income) - net 1,225 4,602 (14,167) 21,031 (1,091)
Realized (loss) gain on foreign currency

forward contracts (5.054) (1,228) 900 (7,153) (13,799)
Adjusted EBITDA from equity-accounted

vessels ¥ 97,849 92,637 33,360 30,246 27,320
Adjusted EBITDA attributable to non-

controlling interests ™ (11,364) (16,270) (23,914) (23,464) (25,742)

Adjusted EBITDA 671,898 782,521 522,394 570,572 615,775

(i) Adjusted EBITDA from equity-accounted vessels, which is a non-GAAP measure and should not be considered as an alternative to equity income
or any other measure of financial performance presented in accordance with GAAP, represents our proportionate share of Adjusted EBITDA (as
defined above) from equity-accounted vessels. In addition, this measure does not have a standardized meaning, and may not be comparable to
similar measures presented by other companies. We do not have control over the operations, nor do we have any legal claim to the revenue and
expenses of our investments in equity-accounted joint ventures. Consequently, the income generated by our investments in equity-accounted joint
ventures may not be available for use by us in the period that such income is generated. Our proportionate share of Adjusted EBITDA from equity-
accounted vessels is summarized in the table below:

Year Ended December 31,
2019 2018 2017 2016 2015

Equity income 32,794 39,458 14,442 17,933 7,672
Depreciation and amortization 32,534 30,947 10,719 8,715 8,356
Interest expense, net of interest income 19,749 18,585 7,437 3,541 4,234
Income tax expense 250 442 103 372 161
EBITDA 85,327 89,432 32,701 30,561 20423
Add (subtract) specific items affecting EBITDA:
Write-down and loss on sale of equipment — — — 676 290
Realized and unrealized loss (gain) on

derivative instruments 12,527 3,523 70 (805) 6,607
Foreign currency exchange (gain) loss (5) (318) 589 (186) —
Adjusted EBITDA from equity-accounted

vessels 97,849 92,637 33,360 30,246 27,320

(i) Losses on debt repurchases of $55.5 million for 2018, relates to the prepayment of our $200.0 million promissory note amended and transferred to
Brookfield in September 2017 (or the Brookfield Promissory Nofe) and the repurchases of $225.2 million of the existing $300.0 million five-year senior
unsecured bonds that matured in July 2018, and NOK 914 million of the existing NOK 1,000 million senior unsecured bonds that matured in January
2019. The losses on debt repurchases are comprised of an acceleration of non-cash accretion expense of $31.5 million, resulting from the difference
between the $200.0 million settlement amount of the Brookfield Promissory Note at its par value and its camying value of $168.5 million, and an
associated early termination fee of $12.0 million paid to Brookfield, as well as 2.0% - 2.5% premiums on the repurchase of the bonds and the write-
off of capitalized loan costs. The carrying value of the Brookfield Promissory Note was lower than face value due to it being recorded at its relative
fair value based on the allocation of net proceeds invested by Brookfield on September 25, 2017.

Losses on debt repurchases of $3.1 million for 2017, relates to the repurchase of NOK 508 million of the remaining NOK 1,220 million senior unsecured
bonds that matured in late-2018.
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(i) Adjusted EBITDA attributable to non-controlling interests, which is a non-GAAP measure and should not be considered as an altemative to non-
controlling interests in net (loss) income or any other measure of financial performance presented in accordance with GAAP, represents the non-
controlling interests' proportionate share of Adjusted EBITDA (as defined above) from our consolidated joint ventures. In addition, this measure does
not have a standardized meaning, and may not be comparable to similar measures presented by other companies. Adjusted EBITDA attributable to
non-controlling interests is summarized in the table below:

Year Ended December 31,
2019 2018 2017 2016 2015

Net (loss) income attributable to non-

controlling interests (1,384) (7,161) 3,764 11,858 13,911
Depreciation and amortization 10,525 14 617 13,324 12,327 10,727
Interest expense, net of interest income 1470 2,064 1,549 1,456 1,383
EBITDA attributable to non-controlling interests 10,611 9,520 18,637 25,641 26,021
Add (subtract} specific items affecting EBITDA:
Write-down and (gain) loss on sale of vessels 746 6,711 5,400 (2,270} (742)
Realized and unrealized loss on derivative

instruments — — — 53 199
Foreign currency exchange loss (gain) 7 39 (123) 41 264
Other, net — — — (1) —
Adjusted EBITDA attributable to non-

controlling interests 11,364 16,270 23,914 23,464 25,742

(7) Average number of vessels consists of the average number of owned and chartered-in vessels that were in our possession during
the period, including the Dropdown Predecessor. For 2019, 2018, 2017, 2016 and 2015 this includes two FPSO units in our equity
accounted joint ventures, in which we have 50% ownership interests, at 100%.

Risk Factors

Some of the following risks relate principally to the industry in which we operate and to our business in general. Other risks relate principally
to the securities market and to the ownership of our preferred units. The occurrence of any of the events described in this section could
materially and adversely affect our business, financial condition, operating results and ability to pay distributions on, and the trading price of,
our preferrad units.

Our cash flow depends substantially on the ability of our subsidiaries to make distributions to us.

The source of our cash flow includes cash distributions from our subsidiaries. The amount of cash our subsidiaries can distribute to us
principally depends upon the amount of cash they generate from their operations, which may fluctuate from guarter to quarter based on,
among other things:

= the rates they obtain from their FPSO contracts, charters, voyages, management fees and contracts of affreightment (whereby our
subsidiaries carry a customer's crude il production from offshore fields to terminal and ports for an agreed period of time);
= therates and the utilization of our towage fleet;

= the price and level of production of, and demand for, crude oil particularly the level of production at the offshore oil fields our subsidiaries
service under contracts of affreightment;

= the operating performance of our FPSO units, whereby receipt of incentive-based revenue from our FPSO units is dependent upon the
fulfillment of the applicable performance criteria, including additional compensation from periodic production tariffs, which are based on
the volume of oil produced, the price of oil, as well as other monthly or annual cperational performance measures,

« the level of their operating costs, such as the cost of crews and repairs and maintenance;
* the number of off-hire days for their vessels and the timing of, and number of days required for, dry docking of vessels;

* therates, if any, at which our subsidiaries may be able to redeploy shuttle tankers in the spot market as conventional oil tankers during
any periods of reduced or terminated oil production at fields serviced by contracts of affreightment;

« therates, if any, at which our subsidiaries may be able to redeploy vessels, particularly FPSO units, after they complete their charters
or contracts and are redelivered fo us;

= the ability of our subsidiaries to contract our newbuilding vessels and the rates therecn (if any);
= delays in the delivery of any newbuildings and the beginning of payments under charters relating to those vessels;
= prevailing global and regional economic and political conditions;

= cumrency exchange rate fluctuations; and
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« the effect of governmental regulations and maritime self-regulatory organization standards on the conduct of business.
The actual amount of cash our subsidiaries have available for distribution alsc depends on other factors such as:

= thelevel of their capital expenditures, including for maintaining vessels or converting existing vessels for other uses and complying with
regulations;

= their debt service requirements and restrictions on distributions contained in their debt agreements;

= fluctuations in their working capital needs;

= their ability to make working capital or long-term borrowings; and

= the amount of any cash reserves, including reserves for future capital expenditures, working capital and other matters, established by
the board of directors of our general partner at its discretion.

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

Our ability to pay distributions on our units, and the amount of distributions that we may pay in the future, largely depends upon
the distributions that we receive from our subsidiaries, and we may not have sufficient cash from operations to enable us to pay
distributions.

The source of our earnings and cash flow includes cash distributions from our subsidiaries. Therefore, the amount of distributions we are able
to make to our unithelders will fluctuate in large part based on the level of distributions made to us by our subsidiaries. Our subsidiaries may
not make quarterly distributions at a level that will permit us to maintain or increase our quarterly distributions in the future.

Our ability to distribute to our unitholders any cash we may receive from our subsidiaries is or may be limited by a number of factors, including,
among others:

« interest expense and principal payments on any indebtedness we incur;

« distributions on any preferred units we have issued or may issue;

« capital expenditures related to committed projects;

* changes in our cash flows from operations;

* restrictions on distributions contained in any of our cumrent or future debt agreements;

« fees and expenses of us, our general partner, its affiliates or third parties we are required to reimburse or pay, including expenses we
incur as a result of being a public company; and

= reserves the board of directors of our general partner believes are prudent for us to maintain for the proper conduct of our business or
to provide for future distributions, including reserves for future capital expenditures and for anticipated future credit needs.

Many of these factors reduce the amount of cash we may otherwise have available for distribution. The actual amount of cash thatis available
for distribution to our unitholders depends on several factors, many of which are beyond the control of us or our general partner.

We may issue additional equity securities in the future. The issuance of additional equity securities may be dilutive to unithoiders
and increases the risk that we will not have sufficient available cash to make cash distributions to our unitholders. The issuance
of any securities with rights and preferences senior to those of existing units may reduce distributions on the existing securities.

Issuing additicnal equity securities in the future may result in unithelder dilution and increase the aggregate amount of cash required to make
quarterly distributions. Issuing any securities with rights or preferences senior to those of existing units may reduce distributions on the existing
securities.

We are required to distribute all of our available cash to our limited partners, which may adversely affect our ability to grow, meet
our financial needs and make distributions on our preferred units.

Subject to the limitations in our parinership agreement, we are required to distribute all of our available cash each quarter to our limited
partners. “Available cash” is defined in our partnership agreement, and it generally means, for each fiscal quarter, all cash on hand at the end
of the quarter (including our properticnate share of cash on hand of certain subsidiaries we do not wholly own), less the amount of cash
reserves (including our proportionate share of cash reserves of certain subsidiaries we do not wholly own) established by our general partner
to:

«  provide for the proper conduct of our business (including reserves for future capital expenditures and for our anticipated credit needs);

«  comply with applicable law, any debt instruments, or other agreements;
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«  provide funds for payments to holders of prefemred units; or

«  provide funds for distributions to our limited partners (including on prefemred units) and to our general partner for any one or more of the
next four quarters;

*  plus all cash on hand (including our proportionate share of cash on hand of certain subsidiaries we do not wholly own) 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 agreements and in all cases are used solely for working
capital purposes or to pay distributions to partners.

In January 2019, we announced that we reduced our gquarterly common unit cash distributions to zero in order to reinvest additional cash in
our business and further strengthen our balance sheet. Since this time and for these same reasons, the common unit cash distribution has
remained at zero each guarter. If we resume paying quarterly cash distributions on our common units in the future, these distributions under
our cash distribution policy, and the timing and amount thereof, could significantly reduce the amount of cash we otherwise would have
available in subseguent periods to grow our business, meet our financial needs and make payments on our preferred units.

We have limited current liquidity.

As at December 31, 2019, we had total liquidity of $304.4 million and a working capital deficit of $184.5 million. Our limited availability under
existing credit facilities and our current working capital deficit could limit our ability to meet our financial obligations and growth prospects. We
expect to manage our working capital deficit primarily with net operating cash flow, including extensions and redeployments of existing assets,
debt financing and re-financings, and our existing liguidity. However, there can be no assurance that any such funding will be available to us
on acceptable terms, if at all.

Current market conditions limit our access to capital and our growth prospects.

We have relied primarily upon bank financing and debt and equity offerings to fund our growth. Current depressed market conditions in the
energy sector and for master limited partnerships may significantly reduce our access to capital, particularly equity capital. Debt financing or
refinancing or equity offerings may not be available on acceptable terms, if at all, from external sources or from Brookfield. Incurring additional
debt may increase our leverage, susceptibility to market downturns or adversely affect our ability to pursue future growth opportunities. Lack
of access to debt or equity capital at reasonable rates could adversely affect our growth prospects and our ability to refinance debt, finance
our operations and make distributions to our unitholders.

Our ability to repay or refinance our debt obligations and to fund our capital expenditures and estimated funding gaps will depend
on certain financial, business and other factors, many of which are beyond our conirol. To the extent we are able to finance these
obligations and expenditures with cash from operations or by issuing debt or equity securities, our ability to make cash distributions
may be diminished, our financial leverage may increase or our unitholders may be diluted. Our business may be adversely affected
if we need to access other sources of funding.

To fund our existing and future debt obligations and capital expenditures, we will be required to use cash from operations, secure extensions
and redeployments of existing assets and/or seek to access other financing sources, including re-financing or obtaining new loans/extending
the maturities of existing loans. Our ability to draw on committed funding sources and potential funding sources and our future financial and
operating performance will be affected by prevailing economic conditions and financial, business, regulatory and other factors, many of which
are beyond our control.

If we are unable to access additional bank financing and generate sufficient cash flow to meet our debt, capital expenditure and other business
requirements, we may be forced to take actions such as:

. restructuring our debt;

«  seeking additional debt or equity capital;

« selling additional assets or equity interests in certain assets or joint ventures;

« reducing, delaying or cancelling our business activities, acquisitions, investments or capital expenditures; or

*  seeking bankruptcy protection.

Such measures might not be successful, and additional debt or equity capital may not be available on acceptable terms or enable us to meet
our debt, capital expenditure and other obligations. Some of such measures may adversely affect our business and reputation. In addition,
our financing agreements may restrict our ability to implement some of these measures. The sale of certain assets will reduce cash from
operations and the cash available for distributions to unitholders.

Use of cash from operations for capital purposes will reduce cash available for distribution 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 fime of any such financing or offering as
well as by adverse market conditions in general. Even if we are successful in obtaining necessary funds, the terms of such financings could
limit our ability to pay cash distributions to unitholders or operate our business as currently conducted. In addition, incurring additional debt
may significantlyincrease ourinterestexpense and financial leverage, and issuing additional equity securities may result in significantunitholder
dilution and wouldincrease the aggregate amount of cash required to resume and make anyincrease in our guarterly distributions to unitholders.
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Primarily as a result of the working capital deficit and committed capital expenditures, over the one-year period following the issuance of our
2019 consclidated financial statements, we will need to obtain additional sources of financing, in addition to amounts generated from
operations, to meet our liguidity needs and our minimum liquidity requirements under our financial covenants. Additional potential sources
of financing include refinancing or extension of debt facilities and redeployments of existing assets. We are actively pursuing the funding
alternatives described above, which we consider probable of completion based on our history of being able to raise and refinance loan
facilities. We are in various stages of completion on these matters.

Our substantial debt levels may limit our flexibility in obtaining additional financing, refinancing credit facilities upon maturity,
pursuing other business opportunities and paying distributions.

As at December 31, 2019, our total debt was approximately $3.2 billion. We plan to increase our total debt relating to financing of our shuttle
tanker newbuildings. If we are awarded confracts for additional offshore projects or otherwise acquire additional vessels or businesses, our
consolidated debt may significantly increase. We may incur additional debt under these or future credit facilities. Our level of debt could have
important conseguences to us, including:

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

« limiting management’s discretion in operating our business and our flexibility in planning for, or reacting to, changes in our business and
the industry in which we operate;

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

* our debt level may make us more vulnerable than our competitors with less debt to competitive pressures or a downturn in our industry,
increases in interest rates or the economy generally;

= if our cash flow and capital resources are insufficient to fund debt service obligations, forcing us to reduce or delay investments and
capital expenditures, sell assets, seek additional capital or restructure or refinance our indebtedness; and

= our debt level may limit our flexibility in responding to changing business and economic conditions.

We may not be able to generate sufficient cash to service all of our indebtedness and may be forced to take other actions to satisfy
our debt obligations, which in turn may not be successful.

Given volatility associated with our business and industry, our future cash flow may be insufficient to meet our debt obligations and other
commitments. Any such cash flow shortfall could negatively impact our business. A range of economic, competitive, business and industry
factors, including those beyond our control, may affect our future financial performance, which in turn may affect cur ability to generate cash
flow from operations and to pay our debt obligations. If our cash flows and capital resources are insufficient to fund our debt service obligaticns
and other commitments, we may be forced to reduce or delay planned investments and capital expenditures, sell assets, seek additional
financing in the debt or equity markets or restructure or refinance our existing indebtedness. Our ability to restructure or refinance our existing
indebtedness will depend on the condition of capital markets and our financial condition at such time. Any refinancing of our indebtedness
could include higher interest rate obligations and may require us to comply with more onerous covenants, all of which in turn could further
restrict our business operations. In addition, any failure to make payments of interest and principal on our outstanding indebtedness on a
timely basis would likely result in a reduction of our credit rating, which in tum could harm our ability to incur additional indebtedness. In the
absence of sufficient cash flows and capital resources, we could face substantial liquidity problems and may be required to dispose of material
assets or operations to meet our debt service and other obligations. We may not be able to consummate those dispositions or obtain particular
anticipated proceeds that we could have realized from them and any proceeds may not be adequate to meet any debt service obligations
then due. These altemative measures may not be successful and may result in us being unable to meet our debt service obligations.

Financing agreements containing operating and financial restrictions may restrict our business and financing activities.

The operating and financial restrictions and covenants in our current 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 the ability of us and our subsidiaries to:

= incur additional indebtedness or guarantee indebtedness;

= change ownership or structure, including mergers, consclidations, liquidations and dissclutions;
= make dividends or distributions or repurchase or redeem our equity securities;

= prepay, redeem or repurchase certain debt;

= issue certain preferred units or similar equity securities;

= make certain negative pledges and grant certain liens;

. sell, transfer, assign or convey assets;

. enter into fransactions with affiliates;
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. create unrestricted subsidiaries;

. make certain acquisitions and investments;

* enter into agreements restricting our subsidiaries’ ability to pay dividends;
. make loans and certain investments; and

* enter into a new line of business.

One revolving credit facility is guaranteed by us for all outstanding amounts and contains covenants that require us to maintain a minimum
liquidity (cash, cash equivalents and undrawn committed revolving credit lines with at least six months to maturity) in an amount equal to the
greater of $75.0 million and 5.0% of our total consolidated debt. One revolving credit facility is guaranteed by subsidiaries of ours, and contains
covenants that require Teekay Shuttle Tankers LL.C. (or ShuttieCo) to maintain a minimum liquidity (cash, cash equivalents and undrawn
committed revolving credit lines with at least six months to maturity)in an amount equal to the greater of $35.0 million and 5.0% of ShuttleCo's
total consolidated debt, a minimum ratio of twelve months' historical EBITDA relative to total interest expense and installments of 1.20x, which
can be mitigated by cash deposits, and a net debt to total capitalization ratic no greater than 75.0%. The revolving credit facilities are
collateralized by first-priority mortgages granted on 17 of our vessels, together with other related security. Our ability to comply with covenants
and restrictions contained in debt instruments may be affected by events beyend our control, including prevailing econcmic, financial and
industry conditions. If market or other economic conditions deteriorate, compliance with these covenants may be impaired. If restrictions,
covenants, ratios or tests in the financing agreements are breached, a significant porticn or all of the obligations may become immediately
due and payable, and the lenders’ commitment to make further loans may terminate. This could lead to cross-defaults under other financing
agreements and result in obligations becoming due and commitments being terminated under such agreements. We might not have, nor be
able to obtain, sufficient funds to make these accelerated payments.

Obligations under our credit facilities are secured by certain vessels, and if we are unable to repay debt under the credit facilities, the lenders
could seek to foreclose on those assets. We have two revolving credit facilities and seven term loans that require us to maintain vessel values
to drawn principal balance ratics of a minimum range of 100% to 150%. As at December 31, 2019, these ratios ranged from 126% to 501%
and we were in compliance with the minimum ratios required. The vessel values used in calculating these ratios are the appraised values
provided by third parties where available, or prepared by us based on second-hand sale and purchase market data. Changes in the shuttle
tanker, towage and offshore installation, UMS, FSO or FPSO markets could negatively affect these ratios.

Furthermore, the termination of any of our charter contracts by our customers could result in the repayment of the debt facilities to which the
chartered vessels relate.

At December 31, 2019, we were in compliance with all covenants in our credit facilities and other long-term debt agreements.
Restrictions in our financing agreements may prevent us or our subsidiaries from paying distributions.

The payment of principal and interest on our debt reduces cash available for distribution to us and on our units. In addition, our and our
subsidiaries’ 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;

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

*  breach or lapse of any insurance with respect to vessels securing the facilities;

. 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;

= bankruptcy or insolvency events;

= failure of any representation or warranty to be materially correct;

= achange of control, as defined in the applicable agreement; and

= amaterial adverse effect, as defined in the applicable agreement.

Our variable rate indebtedness subjects us to interest rate risk, which could cause our debt service obligations to increase, as well
as risks related to the phasing out of LIBOR.

We are subject to interest rate risk in connection with borrowings under our revelving facilities and secured term loan facilities, which bear
interest at variable rates. Interest rate changes could impact the amount of our interest payments, and accordingly, our future earnings and
cash flow, assuming other factors are held constant. We cannot assure that any hedging activities entered into by it will be effective in fully
mitigating our interest rate risk from our variable rate indebtedness.

In addition, the LIBOR and certain other interest “benchmarks” may be subject to regulatory guidance and/or reform that could cause interest
rates under our current and future debt agreements to perform differently than in the past or cause other unanticipated conseguences. The
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United Kingdom’s Financial Conduct Authority, which regulates LIBOR, has announced that it intends to stop encouraging or requiring banks
to submit LIBOR rates after 2021, and it is unclear if LIBOR will cease to exist or if new methods of calculating LIBOR will evolve. While the
agreements governing our revolving facilities and secured term loan facilities provide for an altemate method of calculating interest rates in
the event that a LIBOR rate is unavailable, if LIBOR ceases to exist or if the methods of calculating LIBOR change from their current form,
there may be adverse impacts on the financial markets generally and interest rates on bomrowings under our revolving facilities and secured
term loan facilities may be materially adversely affected.

Uncertainty as to the nature of potential changes to LIBOR, alternative reference rates or other reforms may adversely affect the
trading market for LIBOR-based securities, including our preferred units.

If the calculation agent for our preferred units determines that LIBOR has been discontinued, the calculation agent will determine whether to
use a substitute or successor base rate that it has determined in its sole discretion is most comparable to three-month LIBOR, provided that
if the calculation agent determines there is an indusiry accepted successor base rate, the calculation agent shall use such successor base
rate. The calculation agent in its sole discretion may also implement changes to the business day convention, the definition of business day,
the distribution determination date and any method for obtaining the substitute or successor base rate if such rate is unavailable on the relevant
business day, in a manner that is consistent with industry accepted practices for such substitute or successor base rate. Unless the calculation
agent determines to use a substitute or successor base rate as so provided, if a published three-month LIBOR rate is unavailable, the
distribution rate our preferred units during the floating rate period will be determined using specified alternative methods. Any such alternative
methods may result in distribution payments that are lower than or that do not otherwise correlate over time with the distribution payments
that would have been made on our preferred units during the floating rate peried if three-month LIBOR were available in its current form.
Further, the same costs and risks that may lead to the discontinuaticn or unavailability of three-month LIBOR may make one or more of the
alternative methods impossible or impracticable to determine. If a published three-month LIBOR rate is unavailable during the fleating rate
period and banks are unwilling to provide quotations for the calculation of LIBOR, the altemative method sets the distribution rate for a
distributicn pericd as the same rate as the immediately preceding distribution period, which could remain in effect in perpetuity unless we
redeem our preferred units, and the value of our preferred units may be adversely affected.

We must make substantial capital expenditures fo maintain the operating capacity of our fleet.

We must make substantial capital expenditures to maintain, over the long term, the operating capacity of our fleet. Maintenance capital
expenditures include capital expenditures associated with dry docking 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 fleet size or the cost of replacement vessels;

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

*  competitive standards.

In addition, actual maintenance capital expenditures vary significantly from quarter to quarter based on the number of vessels dry docked
during thatquarter. Certain repair and maintenance items are more efficient to complete while a vessel is in dry deck. Consequently, maintenance
capital expenditures will typically increase in periods when there is an increase in the number of vessels dry docked. Significant maintenance
capital expenditures reduce the amount of cash that we have available to make distributions to cur unitholders.

We require substantial capital expenditures and generally are required to make significant installment payments for acquisitions
of newbuilding vessels or for the conversion of existing vessels prior to their delivery and generation of revenue.

Currently, the total cost for our existing shuttle tankers is up to approximately $150 million, the cost for our existing FSO units is up to
approximately $400 million and the cost for our existing FPSO units is up to approximately $1.5 billion, although actual costs vary significantly
depending on the market price charged by shipyards, the size and specifications of the vessel, governmental regulations and maritime self-
regulatory organization standards.

We regularly evaluate and pursue opportunities to provide marine transportation services and offshore oil production and storage services
for new or expanding offshore projects.

Although delivery of the completed vessel will not occur until much later (approximately two to three years from the time the order is placed),
we typically must pay between 5% to 10% of the purchase price of a shuttle tanker upon signing the purchase contract. During the construction
period, we generally are required to make installment payments on newbuildings prior to their delivery, in addition to incurring financing,
miscellaneous construction and project management costs. If we finance these acquisition costs by issuing debt or equity securities, we may
increase the aggregate amount of interest or cash required to make guarterly distributions to unitholders, if any, pricr to generating cash from
the operation of the newbuilding.

Our substantial capital expenditures may reduce our cash available for distribution to our unitholders. Funding of any capital expenditures
with debt may significantly increase our interest expense and financial leverage, and funding of capital expenditures through issuing additional
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equity securities may result in significant unitholder dilution. Our failure to obtain the funds for future capital expenditures could have a material
adverse effect on our business, operating results and financial condition.

Over time, the value of our vessels may decline, which could adversely affect our operating results.

Values for shuttle tankers, FSO and FPSO units, towage and offshore installation vessels and UMS can fluctuate substantially over time due
to a number of different factors, including:

«  prevailing economic conditions in oil and energy markets;
. a substantial or extended decline in demand for oil;

* increases in the supply of vessel capacity;

«  competition from more technologically advanced vessels;

* the cost of retrofitting or medifying existing vessels, as a result of technological advances in vessel design or equipment, changes in
applicable environmental or other regulations or standards, or otherwise; and

* adecrease in oil reserves in the fields in which our FPSO units or other vessels are or might be deployed.

Vessel values may decline from existing levels. If the operation of a vessel is not profitable, or if we cannot re-deploy a vessel at attractive
rates upon termination of its contract, rather than continue to incur costs to maintain and finance the vessel, we 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 operating results and
financial condition. Further, if we determine at any time that a vessel's future useful life and earnings require us to impair its value on our
financial statements, we may need to recognize a significant charge against our eamings.

We have recognized write-downs on certain vessels and may recognize additional vessel write-downs in the future, which could
adversely affect our operating results.

During 2019, we recognized a net write-down of vessels of $332.1 millicn, relating te our determination that five of our vessels were impaired
and that their camrying values should be written down to their respective estimated fair values based on a discounted cash flow approach or
using appraised values. Please read "ltem 18 — Financial Statements: Note 18 — (Write-down) and Gain on Sale of Vessels." The non-cash
charges related to these or other impairments or write-downs will reduce our operating results for the applicable period. We may recognize
additional vessel write-downs in the future.

We derive a substantial majority of our revenues from a limited number of customers, and the loss of any such customers or a
contract dispute with any such customer could result in a significant loss of revenues and cash flow.

We have derived, and we believe we will continue to derive, a substantial majority of revenues and cash flow from a limited number of
customers. Royal Dutch Shell Plc (or Sheli, formery BG Group Plc) and Equinor ASA (or Equinor, formerly Statoil ASA) accounted for
approximately 25% and 13%, respectively, of our consolidated revenues during 2019. Shell, Petrolec Brasileiro S.A. (or Petrobras)and Equinor
accounted for approximately 23%, 18% and 13%, respectively, of our consolidated revenues during 2018. Shell, Petrobras, Equinor and
Premier Oil plc (or Premier Off, formerly E.ON Ruhgras UK GP Limited or E.ON) accounted for approximately 31%, 17% 10% and 10%,
respectively, of our consolidated revenues during 2017. No other customer accounted for 10% or more of revenues during any of these
periods.

We could lose a customer or the benefits of a contract if:

= the customer fails to make payments because of its financial inability, disagreements with us or ctherwise;
= we agree toreduce the payments due to us under a contract because of the customer’s inability to continue making the original payments;
. the customer exercises certain rights to terminate the contract; or

« the customer terminates the contract 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 contract.

If we lose a key customer, we may be unable te obtain replacement long-term charters or contracts of affreightment and may become subject,
with respect to any shuttle tankers redeployed on conventional oil tanker trades, 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 the vessel, or terminate the charter,
we may be unable to acquire an adequate replacement vessel or charter. 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 significant customers or a reduction in anticipated revenues due from them could have a material adverse effect on

our business, operating results and financial condition. Or future growth depends on the ability to expand relationships with existing customers
and obtain new customers.
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Future adverse economic conditions or other developments may affect our customers’ ability to charter our vessels and pay for
our services and may adversely affect our business and operating results.

Future adverse economic conditions or other developments relating directly to our customers may lead to a decline in our customers’ operations
or ability to pay for our services, which could result in decreased demand for our vessels and services. Our customers’ inability to pay for any
reason could also result in their default on our current contracts and charters. The decline in the amount of services requested by our customers
or their default on our contracts with them could have a material adverse effect on our business, financial condition and operating results.

Exposure to currency exchange rate fluctuations resulits in fluctuations in cash flows and operating results.

We currently are paid partly in Norwegian Krone, British Pound and Brazilian Real under some of our charters and FPSO contracts. The
strengthening or weakening of the U.S. Dollar relative to the Norwegian Krone, British Pound and Brazilian Real may result in significant
decreases or increases, respectively, in ourrevenues and vessel operating expenses, which may affect our operating results. We have entered
into foreign cumrency forward contracts to economically hedge portions of our forecasted expenditures denominated in Norwegian Krone and
Euro.

We depend on Brookfield and certain joint venture partners to assist us in operating our businesses and competing in our markets.

We have entered into, and expect to enter into additional, joint venture arangements with third parties to expand our fleet and access growth
opportunities. In particular, we rely on the expertise and relationships that our joint ventures and joint venture partners may have with current
and potential customers to jointly pursue FPSO projects and provide assistance in competing in new markets.

Our ability to compete for offshore oil marine transportation, processing, offshore accommodation, support for maintenance and modification
projects, towage and offshore installation and storage projects and to enter into new charters or contracts of affreightment and expand our
customer relationships depends on our ability to maintain our status as a reputable service provider in the industry in addition to our ability
to leverage our relationship with Brookfield or our joint venture partners and their reputation and relationships in the shipping and offshore
industries. If Brookfield or our joint venture partners suffer material damage to their reputation or relationships, it may ham the ability of us
or other subsidiares to:

* renew existing charters and contracts of affreightment upon their expiration;

. obtain new charters and contracts of affreightment;

= successfully interact with shipyards during pericds of shipyard construction constraints;
= obtain financing on commercially acceptable terms; or

= maintain satisfactory relationships with suppliers and other third parties.

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

A decline in oil prices may adversely affect our growth prospects and operating results.
Adecline in oil prices may adversely affect our business, operating results and financial condition, as a result of, among other things:

= areduction in exploration for or development of new offshore cil fields, or the delay or cancellation of existing offshore projects as energy
companies lower their capital expenditures budgets, which may reduce our growth opportunities;

. a reduction in, or termination of, production of cil at certain fields we service, which may reduce our revenues under volume-based
contracts of affreightment, production-based and oil price-based components of our FPSO unit contracts or life-of-field contracts;

« lowerdemand for vessels of the types we own and operate, which may reduce available charterrates and revenue tous upon redeployment
of our vessels, in particular FPSO units, following expiration or termination of existing contracts or upon the initial chartering of vessels,
or which may result in extended periods of our vessels being idle between contracts;

« customers potentially seeking to renegotiate or terminate existing vessel contracts, failing to extend or renew contracts upon expiration,
or seeking to negotiate cancelable contracts;

« theinability or refusal of customers to make charter payments to us due to financial constraints or otherwise; or

= declines in vessel values, which may result in losses to us upon vessel sales or impairment charges against our earnings.
Our growth depends on continued growth in demand for offshore oil transportation and processing and storage services.

Our long-term growth strategy focuses on expansion in the shuttle tanker and FFSO segment. Accordingly. our growth depends on continued
growth in world and regional demand for these offshore services, which could be negatively affected by a number of factors, such as:

« decreases in the actual or projected price of oil, which could lead to a reduction in or termination of production of oil at certain fields we
service or a reduction in exploration for or development of new offshore oil fields;
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« increases in the production of oil 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-cil pipelines to cil pipelines in those markets;

« decreases in the consumption of oil due to increases in its price relative to other energy sources, other factors making consumption of
oil less attractive or energy conservation measures,

« availability of new, alternative energy sources; and

= negative global or regicnal economic or political conditions, particulany in oil consuming regions, which could reduce energy consumption
or its growth. Reduced demand for offshore marine transportation, processing, sterage services, offshore accommodation or towage and
offshore installation services would have a material adverse effect on our future growth and could harm our business, operating results
and financial condition.

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

Our long-term growth strategy includes selectively acquiring or constructing shuttle tankers and FPSO units as needed for approved projects
only after charters for the projects have been awarded to us, rather than crdering vessels on a speculative basis. Histerically, there have been
very few purchases of existing vessels and businesses in the FPS0 segment. The relatively small number of independent FPSO fleet owners
may contribute to a limited number of acquisition opportunities for FPSO units in the near term. In addition, competition from other companies,
many of which have significantly greater financial resources than do we could reduce our acquisition opportunities or cause us to pay higher
prices.

Any acquisition of a vessel or business may not be profitable at or after the time of acquisition and may not generate cash flow sufficient to
justify the 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;

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

Unlike newbuilding v Is, existing v Is typically do not carry warranties as to their condition. While we generally inspect existing vessels
pricr 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.

In addition, we may not be successful if we seek to enter new markets, which may have competitive dynamics that differ from markets in
which we already participate, and we may be unsuccessful in gaining acceptance in any such markets from customers or competing against
other companies with more experience or larger fleets or resources in these markets. We also may not be successfulin employing the Petrofar!
Varg FPSO unit or the Arendal Spirit UMS, each of which is currently in lay-up, on contracts sufficient to recover our investment in the vessels.

Because payments under our contracts of affreightment are based on the volume of oil transported and a portion of the payments
under certain of our FPSO contracts are based on the volume of oil produced and the price of oil, utilization of our shuttle tanker
fleet, the success of our shuttle tanker business and the revenue from our FPSO units depends upon continued production from
existing or new oil fields, which is beyond our control and generally declines naturally over time.

A portion of our shuttle tankers operates under contracts of affreightment. Payments under these contracts of affreightment, which depend
upoen the level of oil production at the fields we service under the contracts. Payments made to us under certain of our FPSO contracts are
partially based on an incentive component, which is determined by the volume of oil produced. Oil production levels are affected by several
factors, all of which are beyond our control, including: geologic factors, including general declines in preduction that occur naturally over time;
mechanical failure or operator error; the rate of technical developments in extracting oil and related infrastructure and implementation costs;
the availability of necessary drilling and other govemmental pemits; the availability of qualified perscnnel and equipment; strikes, employee
lockouts or other labor unrest; and regulatory changes. In addition, the volume of oil produced may be adversely affected by extended repairs
to oil field installations or suspensions of field operations as a result of oil spills or ctherwise.

The rate of oil production at fields we service may decline from existing levels. If such a reduction occurs, the spot market rates in the
conventional oil tanker trades at which we may be able to redeploy the affected shuttle tankers may be lower than the rates previously eamed
by the vessels under the contracts of affreightment. Low spot market rates for the shuttle tankers or any idle time prior to the commencement
of @ new contract or our inability to redeploy any of our FPSO units at an acceptable rate may have an adverse effect on our business and
operating results.
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The duration of some of our shuttle tanker, FSO and FPSO contracts is the life of the relevant oif field or is subject to extension by
the field operator or vessel charterer.

Some of our shuttle tanker contracts have a “life-of-field” duration, which means that the contract continues until cil production at the field
ceases. If production terminates or the field is abandoned, or if the contract term is not extended, or the applicable confract is not renewed,
for any reason, we no longer will generate revenue under the related contract and will need to seek to redeploy affected vessels. If we are
unable to promptly redeploy any affected vessels at rates at least equal to those under the prior contracts or if we are not successful in
redeploying any such vessels at all, our operating results could be harmed. Other shuttle tanker, FSO and FPSO contracts under which our
vessels operate are subject to extensions beyond their initial term. The likelihood of these coniracts being extended may be negatively affected
by reductions in oil field reserves, low oil prices generally or other factors. If we are unable to promptly redeploy any affected vessels at rates
at least equal to those under the contracts, if at all, our operating results will be harmed. Any potential redeployment may not be under long-
term contracts, which may affect the stability of our cash flow.

The redeployment risk of FPSO units is high given their lack of alternative uses and significant costs.

FPSO units are specialized vessels that have very limited alternative uses and high fixed costs. In addition, FPSO units typically require
substantial capital investments priorto being redeployed to a new field and production service contract. These factors increase the redeployment
risk of FPSO units. One of our FPSO production service contracts will expire in 2020 and, unless extended, a contract will expire in 2021 and
a further two contracts will expire in 2022. Our clients may also terminate certain of our FPSO production service contracts prior to their
expiration under specified circumstances. Any idle time prior to the commencement of a new contract or our inability to redeploy the vessels
at acceptable rates may have an adverse effect on our business and operating results.

The results of our shuttle tanker and FPSO operations in the North Sea are subject to seasonal fluctuations.

Due to harsh winter weather conditions, cil field operators in the North Sea typically schedule cil platform and other infrastructure repairs and
maintenance during the summer months. As the North Sea is one of our primary existing offshore oil markets, this seasonal repair and
maintenance activity schedule contributes to quarter-to-quarter volatility in our operating results, due to the fact that oil production is typically
lower in the second and third quarters in this region compared with production in the first and fourth quarters.

Since a portion of our North Sea shuttle tankers operate under contracts of affreightment, where revenue is based on the volume of oil
transported, the results of these North Sea shuttle tanker operaticns are generally reflective of the seasonal pattern of transportation demand.
Additicnally, our North Sea FPS0 units, the Petrojar! Knarrand Voyageur Spinit FPSO units, operate higher in the winter months, as favorable
weather conditions in the summer months provide opportunities for repairs and maintenance to our units, which generally reduces oil preduction.
When we redeploy affected shuttle tankers as conventional oil tankers during platform maintenance and repair periods, the overall financial
results for the North Sea shuttle tanker operations may be negatively affected as the rates in the conventional oil tanker markets are usually
lower than contract of affreightment rates. In addition, we generally seek to coordinate a portion of the general fleet dry-docking schedule
with this seasonality, which may in turn result in lower revenues and increased dry-docking expenses during the summer months.

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

One of our principal objectives is to enter into additional long-term, fixed-rate time charters and contracts of affreightment, including the
redeployment of our assets as their current charter contracts expire. The process of obtaining new long-term time charters and contracts of
affreightment is highly competitive and generally involves an intensive screening process and competitive bids, and often extends for several
months. Shuttle tanker, FSO, FPSO, towage and offshore installation vessel and UMS contracts are awarded based upon a variety of factors
relating to the vessel operator, including:

* industry relationships and reputation for customer service and safety;

«  experience and quality of ship operations;

= quality, experience and technical capability of the crew;

= relationships with shipyards and the ability to get suitable berths;

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

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

= competitiveness of the bid in terms of overall price.
We expect competition for providing services for potential offshore projects from other experienced companies, including state-sponsored
entities. Our competitors may have greater financial resources than us. This increased competition may cause greater price competition for

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, operating results and financial condition.
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Delays in the operational start-up of FPSO units or deliveries of newbuilding vessels could harm our operating results.

The operational start-up of FPSO units, the completicn of final perfermance tests of FPSO units, or the deliveries of any newbuilding vessels
we may order or undertake could be delayed, which would delay our receipt of revenues under the charters or other contracts related to the
units or vessels. In addition, under some charters we may enter into, if the operational start-up or our delivery of the newbuilding vessel to
our customer is delayed, we may be required to pay liquidated damages during the delay. For prolonged delays, the customer may terminate
the charter and, in addition to the resulting loss of revenues, we may be responsible for substantial liquidated damages.

The operational start-up of FPSO units or completion and deliveries of newbuildings or of vessel conversions or upgrades could be delayed
because of:

« quality or engineering problems, the risk of which may be increased with FPSO units due to their technical complexity;
* changes in govemmental regulations or maritime self-regulatory organization standards;

= work stoppages or other labor disturbances at the shipyard;

= bankruptcy or other financial crisis of the shipbuilder;

« abacklog of orders at the shipyard;

= political or economic disturbances;

= weather interference or catastrophic events, such as a major earthquake or fire;

= requests for changes to the original vessel specifications;

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

. inability to finance the construction or conversion of the vessels; or

= inability to obtain requisite pemmits or approvals.

If the operational start-up of an FPSO unit or the delivery of a newbuilding vessel is materially delayed, it could adversely affect our operating
results and financial condition.

Charter rates for towage and offshore installation vessels may Auctuate substantially over time and may be lower when we are
attempting to charter our towage and offshore installation vessels, which could adversely affect operating results. Any changes in
charter rates for shuttle tankers, FSO or FPSO units and UMS could also adversely affect redeployment opportunities for those
vessels.

Our ability to charter our towage and offshore installation vessels will depend, among other things, on the state of the towage market. Towage
contracts are highly competitive and are based on the level of projects undertaken by the customer base. There also exists some volatility in
charterrates for shuttle tankers, FSO and FPSO units and UMS, which could affect our ability to charter or recharter these vessels at acceptable
rates, if at all.

The nature of our operations exposes us to substantial environmental and other requlations, which may significantly limitoperations
or increase expenses and could result in significant environmental liabilities.

Our operations are affected by extensive and changing intemational, national and local environmental protection laws, regulations, treaties
and conventions in force in international waters, the jurisdictional waters of the countries in which our vessels operate, as well as the countries
of our vessels’ registration, including those goveming oil spills, discharges to air and water, and the handling and disposal of hazardous
substances and wastes. Many of these requirements are designed to reduce the risk of oil spills and other poliution. In addition, we believe
that the heightened environmental, quality and security concerns of insurance underwriters, regulators and charterers will lead to additional
regulatory requirements, including enhanced risk assessment and security requirements and greater inspection and safety requirements on
vessels. The costs of compliance associated with environmental regulations and changes thereto could require significant expenditures. We
expect to incur substantial expenses in complying with these laws and regulations, including expenses for vessel modifications and changes
in operating proceduras.

These requirements can affect the resale value or useful lives of our vessels, reguire a reduction in cargo capacity, ship modifications or
operational changes or restrictions, lead to decreased availability of insurance coverage for environmental matters or result in the denial of
access to certain jurisdictional waters or ports, or detention in, certain ports. Under local, national and foreign laws, as well as intemational
treaties and conventions, failure to comply with such regulations could result in the impesition of material fines and penalties or temporary or
permanent suspension of operations and we could incur material liabilities, including cleanup obligations, in the event that there is a release
of petroleum or hazardous substances from our vessels or otherwise in connection with our operations. We could alse become subject to
personal injury or property damage claims relating to the release of or exposure to hazardous materials associated with our operations. 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, including, in certain instances, seizure or detention of our vessels. An incident involving
environmental contamination could also harm the Partnership's reputation and business.
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In January 2020, @kokrim (the Norwegian National Authority for Investigation and Prosecution of Economic and Environmental Crime) and
the local Stavanger police raided the premises of our subsidiary Teekay Shipping Norway AS in Stavanger, Norway, based on a search and
seizure warrant issued pursuant to suspected violations of Norwegian pollution and expoert laws in connection with the export of the Navion
Britannia shuttle tanker from the Norwegian Continental Shelf in March 2018. Although we have not identified any such viclations and deny
the charges, such viclations of Norwegian pollution and export laws, where they do exist, have the potential to trigger financial penalties, with
a number of facters taken into consideration when assessing the size of the penalty to be enforced, including the financial capacity of the
company, any preventative measures taken, the gravity of the offense and the benefit derived from the violation.

Climate change and greenhouse gas restrictions may adversely impact our operations and markets.

Due to concem over the risk of climate change, a number of countries have adopted, or are considering the adoption of, regulatory frameworks
to reduce greenhouse gas emissions. These regulatory measures include, among others, adoption of cap and frade regimes, carbon taxes,
increased efficiency standards, and incentives or mandates for renewable energy. Compliance with changes in laws, regulations and obligations
relating to climate change could increase our costs related to operating and maintaining our vessels and require us to install new emission
controls, acquire allowances or pay taxes related to our greenhouse gas emissions, or administer and manage a greenhouse gas emissions
program. Revenue generation and strategic growth opportunities may also be adversely affected.

Adverse effects upon the oil industry relating to climate change may also adversely affect demand for our services. Although we do not expect
that demand for oil will reduce dramatically over the short term, in the long term, climate change may reduce the demand for oil or increased
regulation of greenhouse gases may create greater incentives for use of alternative energy sources. Any long-term material adverse effect
on the oil industry could have a significant adverse financial and operational impact on our business that we cannoct predict with certainty at
this time.

Our and many of our customers’ 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 engage in business or where our vessels are registered. Any disruption caused by these factors could
harm our business, including by reducing the levels of oil exploration, development and producticon activities in these areas. We derive some
of our revenues from shipping oil from politically unstable regions, in particular, our operations in Brazil. Hostilities or other political instability
in regions where we operate or where we may operate could have a material adverse effect on the growth of our business, operating results
and financial condition. In addition, tariffs, trade embargoes and cther economic sanctions by the United States or other countries against
countries in Southeast Asia, the Middle East or elsewhere as a result of terrorist attacks, hostilities or otherwise may limit trading activities
with those countries, which could also ham our business. Finally, governments could requisition one or more of our vessels, which is most
likely during war or national emergency. Any such requisition would cause a loss of the vessel and could harm our cash flow and operating
results.

The vote by the United Kingdom to leave the European Union could adversely affect us.

The United Kingdom referendum held in 2016 on its membership in the European Unicn (or EU) resulted in a majority of United Kingdom
voters voting to exit the EU (or Brexif). We have operations in the United Kingdom and the EU, and as a result, we face risks associated with
the potential uncertainty and disruptions that may follow Brexit (which occurred on January 31, 2020), including with respect to volatility in
exchange rates and interest rates, and potential material changes to the regulatory regime applicable to its business or global trading parties.
Brexit could adversely affect European or worldwide political, regulatory, economic or market conditions and could contribute to instability in
global political institutions, regulatory agencies and financial markets. Any of these effects of Brexit, and others we cannot anticipate or that
may evolve over time, could have a material adverse effect on our business, financial condition, operating results or cash flows.

Marine transportation and oil production is inherently risky, particularly in the extreme conditions in which many of our vessels
operate.

An incident involving significant loss of product or environmental contamination by any of our vessels could ham our reputation and business.
Vessels and their cargoes, and oil production facilities we service, are atrisk of being damaged or lost because of events such as:

. marine disasters;

. adverse weather;

. mechanical failures;

*  grounding, capsizing, fire, explosions and collisions;
*  piracy;

= cyber attacks;

*  human emor; and

= war and terrorism.
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A portion of our shuttle tanker fleet and our towage fleet, two FSO units, the Voyageur Spint and Petrofar! Knarr FPSO units, and three FPSO
units we manage on behalf of the dispenent owners or charterers of these assets operate in the North Sea. Harsh weather conditions in this
region and other regions in which our vessels operate may increase the risk of collisions, oil spills, or mechanical failures.

An accident involving any of our vessels could result in any of the following:

= death or injury to persons, loss of property or damage to the environment and natural resources;

= delays in the delivery of cargo;

. loss of revenues from charters or contracts of affreightment;

« liabilities or costs to recover any spilled oil or other petroleum products and to restore the eco-system affected by the spill;
« governmental fines, penalties or restrictions on conducting business;

. higher insurance rates; and

« damage to our reputation and customer relationships generally.

Any of the feregoing could have a material adverse effect on our business, financial condition or operating results. In addition, any damage
1o, or environmental contamination involving, oil production facilities serviced by our vessels could suspend that service and thereby result
in loss of revenues.

Our insurance and indemnities may not be sufficient to cover risks, losses orexpenses that may occur to our property or as a result
of our operations.

The operation of shuttle tankers, FSO and FPSO units, towage and offshore installation vessels, and UMS, is inherently risky. All risks may
nct be adequately insured against, and any particular claim may not be paid by insurance. In addition, all but three of our vessels, the Petrofar!
Knarr FPSO unit, the itajai FPSO unit and the Pioneiro de Libra FPSO unit (or Libra FPSO unit), are not insured against loss of revenues
resulting from vessel off-hire time, based on the cost of this insurance compared to our off-hire experience. We do not insure against all risks
and may therefore be exposed under certain circumstances to uninsurable hazards, losses and risks. Any significant off-hire time of our
vessels could harm our business, operating results and financial condition. Any claims relating to our operations 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 insurance coverage is maintained through mutual protection and indemnity associations, and as a member of such
associations we may be reguired 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 envircnmental damage or pollution. A catastrephic oil spill or marine disaster or natural disaster could exceed the insurance
coverage, which could ham our business, financial condition and operating results. Any uninsured or underinsured loss could harm our
business and financial condition. In addition, the insurance may be voidable by the insurers as a result of certain actions, such as vessels
failing to maintain certification with applicable maritime regulatory organizations.

Changes in the insurance markets atiributable to terrorist attacks or political change may also make certain types of insurance more difficult
to obtain. In addition, the insurance that may be available may be significantly more expensive than existing coverage.

We may experience operational problems with vessels that could result in a loss of revenue and/or increased costs.

Shuttle tankers, FSO and FPSO units, towage and offshore installation vessels and UMS are complex and their operations are technically
challenging. Marine transportation and oil production operations are subject to mechanical risks and problems as well as environmental risks.
Operational problems may lead to loss of revenue or higher than anticipated operating expenses or require additional capital expenditures.
Any of these factors could harm our business, financial condition or operating results.

Terrorist atiacks, piracy, increased hosdilities or war could lead to further economic instability, increased costs and disruption of
business.

War, military tension, revoluticns, piracy and terrorist attacks, or increases in such events or activities, could create or increase instability in
the world’s financial and commercial markets. This may significantly increase political and economic instability in some of the geographic
markets in which we operate or may operate in the future, and may contribute to high levels of volatility in charter rates or oil prices. Hijacking
as a result of an act of piracy against any of our vessels, or an increase in cost or unavailability of insurance for such vessels, could have a
material adverse impact on our business, financial condition or operating results

In addition, cil facilities, shipyards, vessels, pipelines, oil fields or other infrastructure could be targets of future terrorist attacks or warlike
operations and our vessels could be targets of pirates, hijackers, terrorists or warlike operations. 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 oil to or from certain locations. Terrorist attacks, war, piracy, hijacking or other events beyond our control that adversely
affect the distribution, production or transportation of oil to be shipped by us could entitle customers to terminate the charters and impact the
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use of shuttle tankers under contracts of affreightment, towage and offshore installation vessels under voyage charters and FPSO units under
FPSO contracts, which would harm our cash flow and business.

Acts of piracy on ocean-going vessels have continued to be a risk, which could adversely affect our business.

Acts of piracy have histerically affected ocean-going vessels trading in regions of the world such as the South China Sea, Gulf of Guinea and
the Indian Ocean off the coast of Somalia. While there continues to be a significant risk of piracy in the Gulf of Aden and Indian Ocean, recently
there have been increases in the frequency and severity of piracy incidents off the coast of West Africa. If these piracy attacks result in regions
in which our vessels are deployed being named on the Joint War Committee Listed Areas, war risk insurance premiums payable for such
coverage can increase significantly and such insurance coverage may be more difficult to obtain. In addition, crew costs, including costs which
are incurred to the extent we employ on-board armed security guards and escort vessels, could increase in such circumstances. We may not
be adequately insured to cover losses from these incidents, which could have a material adverse effect on us. In addition, hijacking as a result
of an act of piracy against our vessels, or an increase in cost or unavailability of insurance for our vessels, could have a material adverse
impact on our business, financial condition and operating results.

Public health threats could have an adverse effect on our operations and financial results.

Public health threats and other highly communicable diseases, outbreaks of which have already occurred in various parts of the world near
where we operate, could adversely impact our operations, the operations of our customers, suppliers and the global economy, including the
worldwide demand for crude oil and the level of demand for our services. Any guarantine of persennel, restrictions on travel to or from countries
in which we operate, or inability to access certain areas could adversely affect our operations. Travel restrictions, operational problems or
large-scale social unrest in any part of the world in which we operate, or any reducticn in the demand for cur services caused by public health
threats in the future, may impact our operations and adversely affect our business, financial condition and operating results. Shutdowns of,
or restrictions placed on, shipyards as a result of such outbreaks, could lead to project delays both in respect of our own vessels under
construction and those vessels of our customers in relation to which we provide services, such as long-distance towage.

A cyber-attack could materially disrupt our business

We rely on information technology systems and networks in our operations and the administration of our business. Gyber-attacks have
increased in number and sophistication in recent years. Our operations could be targeted by individuals or groups seeking to sabotage or
disrupt our information technology systems and networks, or to steal data. A successful cyber-attack could materially disrupt our operations,
including the safety of our operations, or lead to unauthorized release of information or alteraticn of information on our systems. Any such
attack or other breach of our information technology systems could have a material adverse effect on our business or operating results.

Our failure to comply with data privacy laws could damage our customer relationships and expose us to litigation risks and potential
fines.

Data privacy is subject to frequently changing rules and regulations, which sometimes conflict among the various jurisdictions and countries
in which we provide services and continue to develop in ways which we cannot predict, including with respect to evolving technologies such
as cloud computing. The Eurcpean Union has adopted the General Data Privacy Regulation (or GDFR), a comprehensive legal framework
to govern data collection, use and sharing and related consumer privacy rights which took effect in May 2018. The GDPR includes significant
penalties for non-compliance. Our failure to adhere to or successfully implement processes in response to changing regulatory requirements
in this area could result in legal liability or impairment to our reputation in the marketplace, which could in turn have a material adverse effect
on our business, financial condition or operating results.

Many seafaring employees are covered by collective bargaining agreements and the failure to renew those agreements or any future
fabor agreements may disrupt operations and adversely affect our cash flows.

A significant porticn of seafarers that crew certain of our vessels and Norwegian-based onshore operational staff that provide services to us
are employed under collective bargaining agreements. We may become subject to additional labor agreements in the future. We may suffer
labor disruptions if relationships deteriorate with the seafarers or the unions that represent them. The collective bargaining agreements may
not prevent labor disruptions, particularly when the agreements are being renegotiated. Salaries are typically renegotiated annually or bi-
annually for seafarers and annually for onshore operational staff and higher compensation levels will increase our costs of operations. Although
these negotiations have not caused labor disruptions in the past, any future labor disruptions could harm our operations and could have a
material adverse effect on our business, operating results and financial condition.

We and certain of our joint venture partners may be unable to aftract and retain qualified, skilled employees or crew necessary to
operate our business, or may have to pay substantially increased costs for its employees and crew.

Our success depends in large part on our ability to attract and retain highly skilled and qualified personnel. In crewing our vessels, we require

technically skilled employeeas with specialized training who can perform physically demanding work. Any inability we experience in the future
to hire, train and retain a sufficient number of qualified employees could impair our ability to manage, maintain and grow our business.
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Our general partner and its other affiliates own a controiling interest in us and have confiicts of interest and limited fiduciary duties,
which may permit them to favor their own interests to those of unitholders.

As the date of this Annual Report, affiliates of Brookfield holds 98.7% of our outstanding commoen units and a 100% interest in our general
partner. Although our general partner has a fiduciary duty to manage us in a manner beneficial to us and our unitholders, the directors and
officers of our general partner have a fiduciary duty to manage our general partnerin a manner beneficial to its members. Furthermore, certain
directors of our general partner are directors of affiliates of our general partner. Conflicts of interest may arise between Brookfield 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 Brookfield or their respective affiliates (cther than our general
partner) to pursue a business strategy that favors us or utilizes our assets, and Brookfield’s respective directors have fiduciary duties to
make decisions in the bestinterests of the shareholders of Brookfield, which may be contrary to our interests;

= five directors of our general partner serve as officers, management or directors of Brookfield or its affiliates;

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

= our general partner has restricted its liability and reduced its fiduciary duties under the laws of the Republic of the Marshall Islands, while
also restricting the remedies available to our unitholders and 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 our partnership agreement;

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

* our general partner can determine when certain costs incumred by it and its affiliates are reimbursable by us;

= our partnership agreement does not restrict us from paying our general partner 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;

= our general partner intends to limit its liability regarding our contractual and other obligations;
= our general partner controls the enforcement of obligations owed to us by it and its affiliates; and

= our general partner decides whether to retain separate counsel, accountants or others to perform services for us.

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

Our general partner’s officers and directors have fiduciary duties to manage our business in a manner beneficial to us and our partners.
However, six directors of our general partner also serve as officers, management or directors of Brookfield (five directors) or Teekay Corporation
(one director) and/or other affiliates of Brookfield or Teekay Corporation. Consequently, these directors may encounter situations in which
their fiduciary obligations to Brookfield or Teekay Corporation, or their other affiliates, on one hand, and us, on the other hand, are in conflict.
The resolution of these conflicts may not always be in the best interest of us or our unitholders.

The international nature of our operations may make the outcome of any bankruptcy proceedings difficuit to predict.

We were formed under the laws of the Republic of the Marshall Islands and our subsidiaries were formed or incorporated under the laws of
the Republic of the Marshall Islands, Norway, Singapore and certain other countries besides the United States, and we conduct our business
and operations in countries around the world. Consequently, in the event of any bankruptcy, insolvency, liquidation, dissolution, recrganization
or similar proceeding involving us or any of our subsidiaries, bankruptcy laws other than those of the United States could apply. We have
limited operations in the United States. If we become a debtor under U.S. bankruptcy law, bankruptcy courts in the United States may seek
to assert jurisdiction over all of our assets, wherever located, including property situated in other countries. There can be no assurance,
however, that we would become a debtor in the United States, or that a U.S. bankruptcy court would be entitled to, or accept, jurisdiction over
such a bankruptcy case, or that courts in other countries that have jurisdiction over us and our operations would recognize a U.S. bankruptcy
court’s jurisdiction if any other bankruptcy court would determine that it had jurisdiction.

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

Our partnership agreement contains provisions that restrict the standards to which our general partner would otherwise be held by the Republic
of the 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 subsidiaries or our unitholders.
Decisions made by our general partner in its individual capacity are made by Brookfield, and not by the board of directors of our general
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partner. Examples include the exercise of call rights, voting rights with respect to the common units they own, registration rights and their
determination whether to consent to any merger or consolidation of the partnership;

«  provides that our general partner is entitled to make cther 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 common 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 reascnable” to us and that, in determining whether a
transaction or resolution is “fair and reasonable,” our general pariner may consider the totality of the relationships between the parties
involved, including other transactions that may be particularly favorable or advantageous to us; and

«  provides that our general partner and its officers and directors will not be liable for monetary damages to us or our limited partners 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.

Fees and cost reimbursements, which our general partner determines for services provided o us, may be substantial and reduce
our cash available for distribution to our unitholders and for debt service.

We reimburse our general partner for all expensesitincurs on our behalf. Our general partner can determine when certain costs are reimbursed.
The reimbursement of expenses to our general pariner could adversely affect our ability to pay cash distributions to unitholders and debt
service.

Our general partner, which is owned by Brookfield, makes all decisions on our behalf, subject to the limited voting rights of our
unitholders.

Unlike the holders of common stock in a corporation, common unitholders have only limited voting rights on matters affecting our business
and, therefore, limited ability to influence management's decisions regarding our business. Common unitholders did not elect our general
partner or its board of directors and have no right to elect our general partner or its board of directors on an annual or cther continuing basis.
Brookfield, which own our general partner, appoint our general partner’s board of directors. Our general partner makes all decisions on our
behalf. If the unitholders are dissatisfied with the performance of our general partner, they have little or no ability to remove our general partner.

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 o replace the board of directors and officers of cur general partner with their own
choices and to control the decisions taken by the board of directors and officers.

Unitholders may have liability to repay distributions.

Under certain circumstances, unitholders may have to repay amounts wrongfully distributed to them. Under the Republic of the Marshall
Islands Limited Partnership Act (or Marshali Isfands Act), we may not make a distribution to unitholders to the extent that at the time of the
distributicn, after giving effect to the distribution, all our liabilities, other than liabilities to partners on account of their partnership interests and
liabilities for which the recourse of creditors is limited to specified property of ours, exceed the fair value of our assets, except that the fair
value of property that is subject to a liability for which the recourse of creditors is limited shall be included in the assets of the limited partnership
only to the extent that the fair value of that property exceeds that liability. Republic of the 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 Republic of the Marshall Islands law will be liable to the limited partnership for the distribution amount. Purchasers
of units who become limited partners are liable for the obligations of the transferring limited partner to make contributions to the partnership
that are known to the purchaser at the time it became a limited partner and for unknown obligations if the liabilities could be determined from
the partnership agreement.

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 govemed 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, for nonresident limited partnerships such as us, it is to be applied and construed to make the laws of the
Republic of the Marshall Islands, with respect to the subject matter of the Marshall Islands Act, uniform with the laws of the State of Delaware
and, so long as it does not conflict with the Marshall Islands Act or decisicns of certain Republic of the Marshall Islands courts, the non-
statutory law (or case faw) of the courts of the State of Delaware is adopted as the law of the Republic of the Marshall Islands. There have
been, however, few, if any, court cases in the Republic of 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 Republic
of the Marshall Islands courts would reach the same conclusions as Delaware courts. For example, the rights of our unitholders and the
fiduciary responsibilities of our general partner under Republic of the 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 pariner and its officers and directors than would unitholders of a limited partnership formed in the United States.
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As a Marshall Islands partnership with several of our subsidiaries being Marshall Islands entities, our operations may be subject
{o economic substance requirements of the European Union, which could harm our business.

Finance ministers of the European Union (or EU) rate jurisdictions for tax transparency, governance, real economic activity and corporate tax
rate. Countries that do not adequately cooperate with the finance ministers are put on a “grey list” or a “blacklist™. Various countries, including
the Republic of the Marshall Islands, have been on the blacklist from time to time. The Marshall Islands has been removed from this list. EU
member states have agreed upon a set of measures, which they can choose to apply against thelisted countries, including increased monitoring
and audits, withholding taxes, special documentation requirements and anti-abuse provisions. The European Commission has stated it will
continue to support member states’ efforts to develop a more coordinated approach to sanctions for the listed countries in 2019. EU legislation
prohibits EU funds from being channeled or transited through entities in countries on the blacklist. It is not assured that jurisdictions in which
we operate will not be put on the blacklist going forward. If so, the effect of the EU blacklist, and any noncompliance by us with any legislation
adopted by applicable countries, could have a material adverse effect on our business, financial condition and operating results.

The Marshall Islands have enacted economic substance laws and regulations with which we are cbligated to comply. We believe that we and
our subsidiaries are compliant with the Marshall Islands economic substance requirements and do not currently expect thatthese requirements
willhave a material adverse effect on ourbusiness, financial condition and operating results. However, ifthere were a change inthe requirements
or interpretation thereof, or if there were an unexpected change to our operations, any such change could result in noncompliance with the
economic substance legislation and therefore could result in fines or other penalties, increased monitoring and audits, and dissolution of the
nencompliant entity, which could have an adverse effect on our business, financial condition or operating results.

Because we are organized under the laws of the Republic 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 Republic of the Marshall Islands, and all of our assets are located outside of the United States. Our
business is operated primarily from our offices in Bermuda, Norway, Brazil, the United Kingdom, Singapore and the Netherlands. In addition,
our general partner is a Republic of the Marshall Islands limited liability company and a majority 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 o bring an action against us or against these individuals in the United States. Even if successful in bringing an
action of this kind, the laws of the Republic of the Marshall Islands and of other jurisdictions may prevent or restrict the enforcement of a
judgment against our assets or the assets of our general partner or its directors and officers.

We are subject to litigation related to the merger with Brookdfield.

Brookfield, we, and directors of our general partner and certain members of senior management are subject to class action litigation challenging
the Merger. The plaintiffs in such litigation may make further efforts to seek monetary relief from Brookfield or us. We cannot predict the
outcome of the existing or any additional potential litigation, nor can we predict the amount of time and expense that will be required to resolve
such litigaticn. The costs of defending the litigation, even if resolved in favor of Brookfield, us, directors of our general pariner and members
of senior management, could be substantial and such litigation could distract us from pursuing potentially beneficial business opportunities.
Please read Item 18 - Financial Statements: Note 14(d) - Commitments and Contingencies.

Tax Risks

In addition to the following risk factors, you should read "ltem 4E — Taxation of the Partnership”, "ltem 10 — Additional Information — Material
United States Federal Income Tax Considerations" and "ltem 10 — Additional Information — Non-United States Tax Considerations" for a more
complete discussion of the expected material U.S. federal and non-U.S. income tax considerations relating to us and the ownership and
disposition of our units.

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

Anon-U.S. entity treated as a corporation for U.S. federal income tax purposes will be treated as a “passive foreign investment company” (or
PFIC), for such purposes in any taxable year for which either (i) at least 75% ofits gross income consists of “passive income,” or (ii} at least
50% of the average value of the entity’s assets is attributable o assets that produce or are held for the production of “passive income.” For
purposes of these tests, “passive income” includes dividends, interest, gains from the sale or exchange of investment property and rents and
royalties (other than rents and royalties that are received from unrelated parties in connection with the active conduct of a trade or business).
By contrast, income derived from the performance of services does not constitute “passive income.”

There are legal uncertainties involved in determining whether the income derived from our time-chartering activities constitutes rental income
or income derived from the perfermance of services, including the decision in Tidewater Inc. v. United States, 565 F.3d 299 (5th Cir. 2009),
which held that income derived from certain time-chartering activities should be treated as rental income rather than services income for
purposes of a foreign sales corporation provision of the Internal Revenue Code of 1986, as amended (or the Code). However, the Internal
Revenue Service (or IRS) stated in an Acticn on Decisicn (AOD 2010-01) that it disagrees with, and will not acquiesce to, the way that the
rental versus services framework was applied to the facts in the Tidewater decision, and in its discussion stated that the time charters atissue
in Tidewater would be treated as producing services income for PFIC purposes. The IRS’s statement with respect to Tidewater cannot be
relied upon or otherwise cited as precedent by taxpayers. Consequently, in the absence of any binding legal authority specifically relating to
the statutory provisions governing PFICs, there can be no assurance that the IRS or a court would not follow the Tidewater decision in
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interpreting the PFIC provisions of the Code. Nevertheless, based on our and our subsidiaries current assets and operations, we intend to
take the position that we are not now and have never been a PFIC. No assurance can be given, however, that this position would be sustained
by a court if contested by the IRS, or that we would not constitute a PFIC for any future taxable year if there were to be changes in our assets,
income or operations.

If the IRS were to determine that we are or have been a PFIC for any taxable year during which a U.S. Holder (as defined below under "ltem
10 — Additional Information — Material United States Federal Income Tax Considerations") held units, such U.S. Holder would face adverse
tax consequences. For a more comprehensive discussion regarding the tax consequences to U.S. Holders if we are treated as a PFIC, please
read Item "10 — Additional Information: Material United States Federal Income Tax Considerations — United States Federal Income Taxation
of U.S. Holders — Conseguences of Possible PFIC Classification.”

We are subject to taxes, which reduces our cash available for distribution to partners.

We or our subsidiaries are subject to tax in certain jurisdictions in which we or our subsidiaries are organized, own assets or have operations,
which reduces the amount of our cash available for distribution. In computing our tax obligaticns in these jurisdictions, we are required to take
various tax accounting and reporting positions on matters that are not entirely free from doubt and for which we have not received rulings
from the governing authorities. We cannot assure you that upon review of these positions, the applicable authorities will agree with our
positions. A successful challenge by a tax authority could result in additional tax imposed on us or our subsidiaries. We have established
reserves in our financial statements that we believe are adequate to cover our liability for any such additional taxes. We cannot assure you,
however, that such reserves will be sufficient to cover any additional tax liability that may be imposed on our subsidiaries. In addition, changes
in our operations or ownership could result in additional tax being imposed on us or on our subsidiaries in jurisdictions in which operations
are conducted.

Unitholders may be subject to income tax in one or more non-U.8. countries as a result of owning our units if, under the laws of
any such country, we are considered to be carrying on business there. Such laws may require unitholders to file a tax return with,
and pay taxes to, those countries.

Unitholders may be subject to tax in one or more countries as a result of owning our units if, under the laws of any such country, we are
considered to be carrying on business there. If unitholders are subject to tax in any such country, unitholders may be required to file a tax
return with, and pay taxes to, that country based on their allocable share of our income. We may be required to reduce distributions to
unitholders on account of any withholding obligaticns imposed upen us by that country in respect of such allocation to unithelders. The United
States may not allow a tax credit for any foreign income taxes that unitholders directly or indirectly incur.

No ruling has been requested with respect to the tax consequences of the Merger.

Although itis intended that the Company and holders of the Company’s prefemred units will generally not recognize any gain or loss as a result
of the Merger, no ruling has been or will be requested from the IRS, with respect to the tax consequences of the Merger.

Unitholders will be allocafed our taxable income and gains through the time of the Merger and will not receive any additional
distributions attributable to that income.

Unitholders will be allocated their proportionate share of our taxable income and gain for the period ending at the time of the Merger. Unitholders
will have to report, and pay taxes on, such income even though they will not receive any additional cash distributions attributable to such
income.

Item 4. Information on the Partnership
A. Overview, History and Development
Overview and History

We are a leading intemational midstream services provider to the offshore oil industry, focused on the ownership and operation of critical
infrastructure assets in offshore oil regions of the North Sea, Brazil and the East Coast of Canada. We were formed as a Republic of the
Marshall Islands limited partnership in August 2006 by Teekay Corporation (NYSE: TK), a portfolic manager and project developer in the
marine midstream space. We are structured as a master limited partnership.

In September 2017, affiliates of Brookfield Business Partners L.P. (NYSE: BBU) (TSX: BBU.UN) purchased from an affiliate of Teekay
Corporation a 49% interest in our general partner and purchased additional common units, representing an approximately 60% interest in
our total common units outstanding, and certain warrants to purchase additional common units from us. In July 2018, Brookfield, through an
affiliate, exercised its option to acquire an additional 2% interest in our general partner from an affiliate of Teekay Corporation. In May 2019,
Brookfield purchased Teekay Corporation's remaining interest in us, which increased Brookfield's ownership to a 100% interest in our general
partner and approximately 73% of our outstanding common units.

In May 2019, we received an unsclicited non-binding propesal from Brookfield to acquire all issued and outstanding publicly held common
units representing limited partnership interests of us that Brookfield does not already own in exchange for $1.05 in cash per common unit.
The Conflicts Committee of our general partner's board of directors, consisting only of non-Brookfield affiliated directors, evaluated the proposed
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offer on behalf of the owners of the non-Brookfield owned limited partnership interests, and on October 1, 2019, we announced that we entered
into an agreement and plan of merger with Brookfield (or Merger Agreement). On January 22, 2020, Brookfield completed its acquisition by
merger (or the Merger) of all of the outstanding publicly held and listed common units representing our limited partner interests held by parties
other than Brookfield (or unaffiliated unithoiders) pursuant to the Merger Agreement among us, our general partner and certain members of
Brookfield.

Under the terms of the Merger Agreement, a newly formed subsidiary of Brookfield merged with and into us, with us surviving as a wholly
owned subsidiary of Brookfield and our general partner, and with common units held by unaffiliated unitholders being converted into the right
to receive $1.55 in cash per common unit (or the cash consideration), other than common units held by unaffiliated unitholders who elected
to receive the equity consideration (as defined below). As an alternative to receiving the cash consideration in the Merger, each unaffiliated
unitholder had the option to elect to forego the cash consideration and instead receive one of our newly designated unlisted Class A common
unit per common unit (or the equity consideration). The Class A common units are economically equivalent to the Class B common units held
by Brookfield following the Merger, but have limited voting rights and limited transferability.

As of December 31, 2019, the public held a total of 26.9% of our outstanding common units and Brookfield held 73.1% of our outstanding
common units and 100% of the general pariner interast.

As a result of the Merger, Brookfield owns all of the Class B common units, representing approximately 98.7% of our outstanding common
units. All of the Class A common units, representing approximately 1.3% of our outstanding common units as of the closing of the Merger, are
held by the unaffiliated unitholders who elected to receive the equity consideration in respect of their common units. Pursuant to the terms of
the Merger Agreement, our outstanding preferred units were unchanged and remain outstanding following the Merger.

On January 23, 2020, the NYSE filed a Form 25 with the United States Securities and Exchange Commission (the SEC) notifying the SEC
of the delisting of our common units on the NYSE and the deregistration of the common units. The deregistration will become effective 90
days after the filing of the Form 25 or such shorter period as may be determined by the SEC.

Our near-to-medium term business strategy is primarily to focus on extending contracts and redeploying existing assets on long-term charters,
repaying or refinancing scheduled debt obligations and pursuing additional growth projects.

Our long-term growth strategy focuses on expanding our fleet of shutile tankers and FPSO units under medium-to-ong term charter contracts.
Over the long-term, we intend to continue our practice of primarily acquiring vessels as needed for approved projects only after the medium-
to-long-term charters for the projects have been awarded to us, rather than cordering vessels on a speculative basis. We have entered and
may enter into joint ventures and partnerships with companies that may provide increased access to such charter opportunities or may engage
in vessel or business acquisitions. We seek to leverage the expertise, relationships and reputation of Brookfield to pursue these growth
opponrtunities in the offshore sectors and may consider other opportunities to which our competitive strengths are well suited. Our operating
fleet primarily trades on medium to long-term, stable contracts.

As of December 31, 2019, our fleet consisted of:

= FPSO Units. Our FPSO fleet consisted of six units, in which we have 100% ownership interests, four of which are operating under FPSO
contracts with major energy companies in Norway, United Kingdom and Brazil and two of which are cumrently in lay-up. We also have
two FPSO units, in which we have 50% ownership interests, which are operating under contracts in Brazil. We use the FPSO units to
provide production, processing and storage services to oil companies operating offshore oil field installations. The FPSO contracts have
an average remaining term of approximately 3.2 years, excluding extension options. As of December 31, 2019, our FPSO units had a
total production capacity of approximately 0.4 million barrels of oil per day.

«  Shuttle Tankers. Our shuttle tanker fleet consisted of 26 vessels that operate under fixed-rate contracts of affreightment (or CoAs), time
charters and bareboat charters, seven shuttle tanker newbuildings, which are expected to deliver through early-2022, and the HiLoad
DP unit, which is cumrently in lay-up. Of these 34 shuttle tankers, four are owned through 50%-owned subsidiaries and two were chartered-
in. The remaining vessels are owned 100% by us. All of our operating shuttle tankers, with the exception of two shuttle tankers that are
currently frading as conventional tankers and the HiLoad DP unit, provide transportation services to energy companies in the North Sea,
Brazil and the East Coast of Canada under CoAs, time charters or bareboat charters. Our shuttle tankers occasionally service the
conventional spot tanker market. The average term of the CoAs, weighted based on each CoA’s vessel demand, is 3.4 years. The time
charters and bareboat charters have an average remaining contract term of approximately 4.5 years. As of December 31, 2019, our
shutile tanker fleet, including newbuildings, had a total cargo capacity of approximately 4.2 million dead-weight tonnes (or dwt).

. FSO Units. Our FSO fleet consisted of four units, in which we have 100% ownership interests, and one unit, the Apoilo Spirit, in which
we have an 89% ownership interest. Our FSO units operate under fixed-rate contracts, with an average remaining term of approximately
2.6 years. As of December 31, 2019, our FSO units had a total cargo capacity of approximately 0.6 million dwt.

*  UMS. Our UMS fleet consisted of one unit, the Arendal Spirit UMS, in which we have a 100% ownership interest and which is currently
in lay-up.

+  Towage and Offshore Installation Vessels. Our long-distance towage and offshore installation fleet consisted of ten operating vessels.
Wehave 100% ownership interestsin all our towage and offshore installation vessels. All of cur operational towage and offshoreinstallation
vessels operate under voyage-charter and spot towage contracts.

Please read Item 18 — Financial Statements: Note 4 — Segment Reporting for a description of our capital expenditures during the three years
ended December 31, 2019.
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We were formed under the laws of the Republic of the Marshall Islands as Teekay Offshore Pariners L.P. and maintain our principal executive
offices at 4th Floor, Belvedere Building, 69 Pitts Bay Road, Pembroke, HM 08, Bermuda. Our telephone number at such address is (441)
405-5560.

The S8EC maintains an Intemet site at www.sec.gov, that contains reports, proxy and information statements, and other information regarding
issuers that file electronically with the SEC. Our website is www teekayoffshore.com. The information contained on our website is not part of
this annual report.

Potential Additional Shuttle Tanker, FSO and FPSO Projects

Please see Item 5. Operating and Financial Review and Prospects — Management's Discussion and Analysis of Financial Condition and
Results of Operations — Potential Additional Shuttle Tanker, FSO and FPSO Projects for a description of possible future vessel acquisitions.

B. Business Overview
FPSO Segment

FPSO units are offshore production facilities that are ship-shaped or cylindrical-shaped and store processed crude oil in tanks located in the
hull of the vessel. FPSO units are production facilities employed to develop oil fields that typically are marginal or located in deepwater areas
remote from existing pipeline infrastructure. Of four major types of floating production systems, FPSO units are the most common type.
Typically, the other types of floating production systems do not have significant storage and need to be connected into a pipeline system or
use an FSO unit for storage. FPSO units are less weight-sensitive than other types of floating preduction systems and their extensive deck
area provides flexibility in process plant layouts. In addition, the ability o utilize surplus or aging tanker hulls for cenversion to an FPSO unit
provides a relatively inexpensive solution compared to the new construction of other floating production systems. A majority of the cost of an
FPSO unit comes from its top-side production equipment and thus, FPSO units are expensive relative to conventional tankers. An FPSO unit
carries on board all the necessary production and processing facilities normally associated with a fixed production platform. As the name
suggests, FPSO units are not fixed permanently to the seabed but are designed to be moored at one location for long pericds of time. In a
typical FPSO unit installation, the untreated well-stream is brought to the surface via sub-sea egquipment on the sea floor that is connected
to the FPSO unit by flexible flow lines called risers. The risers carry the mix of oil, gas and water from the ocean floor to the vessel, which
processes it on board. The resulting crude oil is stored in the hull of the vessel and subseguently transferred to tankers either via a buoy or
tandem loading system for transport to shore.

Traditionally for large field developments, the major oil companies have owned and operated new, custom-built FPSO units. FPSO units for
smaller fields have generally been provided by independent FPSO contractors under life-of-field production contracts, where the contract’s
duration is for the useful life of the oil field. FPSO units have been used to develop offshore fields around the world since the late 1970s. At
December 31, 2019, we owned six FPSO units, in which we have 100% ownership interests, two of which are in lay-up, and two FPSO units
in which we have 50% ownership interests. Most independent FPSO contractors have backgrounds in marine energy transportation, oil field
services or oil field engineering and construction. Other majer independent FPSO contractors are SBM Offshore N.V., BW Offshere, MODEC,
Bumi Armada, Yinson Holdings, Bluewater and Rubicon Offshore Internaticnal.

The following table provides additional information about our FPSO units as of December 31, 2019:

Production
Capacity (bbl/

Vessel day) Built  Ownership Field name and location Charterer  Confract End Date
Pioneiro de Libra ™ 50,000 2017 50% Libra, Brazil Petrobras ~ November 2029
Petrojarl Knamr 63,000 2014 100% Knarr, Norway Shell March 2021 @
Cidade de Itajai ¥ 80,000 2012 50% Bauna and Piracaba, Brazil Petrobras  February 2022 ¥
Voyageur Spirit 30,000 2008 100% Huntington, U.K. Premier April 2020
Piranema Spirit 30,000 2007 100% Piranema, Brazil Petrobras  February 2022 ©
Petrojar | 46,000 1986 100% Atlanta, Brazil Enauta May 2023 @
Petrojarl Cidade de Rio das

Ostiras 25,000 2008 100% Lay-up
Petrojar Varg 57,000 1998 100% Lay-up
Total capacity T 381000

(1) The Pioneiro de Libra was converted to an FPSO unitin 2017. The original hull was built in 1995.

{2) The contract has a 6-year duration with a firn period expiring in March 2021. From March 2021 to March 2024, the charterer has the annual option to
extend the contract, with failure to exercise these opfions resulting in the payment of certain termination fees. The charterer has further options to extend
the service contract from March 2025 to March 2035.

(3) The Cidade de l{ajai was converted to an FPSO unitin 2012. The original hull was built in 1985.
(4) The charterer has opticns to extend the contract to February 2028.
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(5) InJanuary 2020, we received confirmation from the charterer of the Voyageur Spirit that the FPSO unit would be redelivered to us upon the completion of
the contract in April 2020 and the subsequent decommissiconing of the unit, which is expected to be completed in June 2020.

{6) The charterer has termination rights with ten months' notice.

{7) Until May 2023, the charter has termination rights with four months' notice subject to the payment of certain temination fees.

During 2019, approximately 43% of our consclidated net revenues were earned by our FPSO units, compared to approximately 42% in 2018
and 45% in 2017. Please read ltem 5 — Operating and Financial Review and Prospects: Results of Operations.

Shuttle Tanker Segment

A shutlle tanker is a specialized ship designed to fransport crude cil and condensates from offshore il field installations to onshore terminals
and refineries. Shuttle tankers are equipped with sophisticated loading systems and dynamic positioning systems that allow the vessels to
load cargo safely and reliably even in harsh weather conditions. Shuttle tankers were developed in the North Sea as an altemative o pipelines.
The first cargo from an offshore field in the North Sea was shipped in 1977, and the first dynamically-positioned shuttle tankers were introduced
inthe early 1980s. Shuttle tankers are often described as “floating pipelines” because these vessels typically shuttle oil fromoffshore installations
to onshore facilities in much the same way a pipeline would transport oil along the ocean floor.

Our shuttle tankers are primarily subject to long-term, fixed-rate time-charter contracts or under contracts of affreightment for various fields.
The number of voyages performed under the contracts of affreightment depends upon the oil preduction of each field. Competition for charters
is based primarily upcn price, availability, the size, technical sophistication, age and condition of the vessel and the reputation of the vessel's
manager. Shuttle tanker demand may be affected by the possible substitution of sub-sea pipelines to transport il from offshore production
platforms. The shuttle tankers in our contract of affreightment fleet may operate in the conventional spot market during downtime or maintenance
periods for oil field installations or otherwise, which provides greater capacity utilization for the fleet.

Shuttle tankers primarily operate in Brazil, the North Sea and off the East Coast of Canada. As of December 31, 2019, we owned 32 shuttle
tankers (including seven vessels under construction and the AiLoad DP unit), in which our ownership interests ranged from 50% to 100%,
and chartered-in an additional two shuttle tankers. Other shuttle tanker owners include Knutsen, MOL and AET Tankers. We believe that we
have competitive advantages in the shuttle tanker market as a result of the guality. type and dimensions of our vessels combined with our
market share in the North Sea, Brazil and the East Coast of Canada.

26

09.11.2021 kI 14:06 Brgnngysundregistrene Side 51 av 157



- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

The following tables provide additional information about our shuttle tankers, including newbuildings, as of December 31, 2019:

Capacity Positioning Operating Contract Contract End
Vessel (dwt) Built  Ownership System Region Type'” Charterer Date
Scott Spirit 109300 2014 100% DP2 Morth Sea  CoA Aker BP.BP,
Amundsen Spirit 109,300 2010 100% DP2 North Sea  CoA Dg‘r’lg"g’g;h“t'gﬂ%
Stena Natalita 108,100 2001 50% DPZ  NothSea  CoA Dyas, Enquest,
Navion Oslo 100,300 2001 100% DP2 North Sea  CoA I erﬁl‘gs‘ﬂ”ﬁ’;ch a
Navion Oceania 126,400 1999 100% DP2 North Sea CoA Lundin, Molgrowest,
In-chartered Nagfll(cgk Ngﬁ\l;ne,
S ;ﬁﬂg'w PGING, Premier Oil,
Ingrid Knutsen 111,600 2013 2024) DP2 Morth Sea  CoA Sﬁ;f’s-l%' S;”;g?gﬁi
In-chartered Tota,l, \?erus, Var
{until Energi, Wintershall
February Dea @
Heather Knutsen 148,600 2005 2021) DP2 North Sea CoA
Samba Spirit 154,100 2013 100% DP2 Brazil TC Shell June 2023
Lambada Spirit 154,000 2013 100% DP2 Brazil TC Shell August 2023
Bossa Nova Spirit 155,000 2013 100% DP2 Brazil TC Shell November 2023
Sertanejo Spirit 155,000 2013 100% DP2 Brazil TC Shell January 2024
Peary Spirit 109,300 2011 100% DP2 North Sea TC Equinort* March 2023
Nansen Spirit 109,300 2010 100% DP2 North Sea TC Equinort*! March 2020
Petroatlantic 93,000 2003 100% DP2 North Sea TC Teekay Corporaticn March 2022
Petronordic 93,000 2002 100% DP2 North Sea TC Teekay Corporation March 2022
Beothuk Spirit 148200 2017 100% DP2 Canada TC ExxonMobil, May 2030
Norse Spirit 148200 2017 100% DP2 Canada  TC Croton Hosker May 2030
Dorset Spirit 148200 2018 100% DP2 Canada TC M%Sgggpeéq"lﬂggh)ﬂ May 2030
Navion Anglia 126,400 1999 100% DP2 Canada TC Suncor® April 2020
Navion Gothenburg 152,200 2006 50%® DP2 Brazil BB Petrobras® July 2020
Navion Stavanger 148,700 2003 100% DP2 Brazil BB Petrobras® July 2020
Navion Bergen 105,600 2000 100% DP2 Brazil BB Petrobras April 2020
Nordic Brasilia 151,300 2004 100% DP Far-East Spot
Nordic Rio 151,300 2004 50%% DP Far-East Spot
Aurora Spirit” 129,830 2020 100% DP2 North Sea NB Equinort* March 2032
Rainbow Spirit® 129,830 2020 100% DP2 North Sea NB Equinort* March 2027
Tide Spirit® 129830 2020 100% DP2 North Sea NB
Current Spirit™ 129830 2020 100% DP2 North Sea NB
Wind Spirit® 103,500 2020 100% DP2 North Sea NB
Wave Spirit™® 103,500 2021 100% DP2 North Sea NB
Hull 2338 148200 2022 100% DP2 Canada NB
Navion Hispania™” 126200 1999 100% DP2 Lay-up
Stena Sirita™ 126,900 1999 50% DP2 Lay-up
HiLoad DP Unit™ n/a 2010 100% DP Lay-up

Total capacity 4,244,020

{1) "CoA" refers to contracts of affreightment, "TC" refers to time charters, "BB" refers to bareboat charters, "NB" refers to newbuilding vessel.
{2) Not all of the contracts of affreightment or time-charter customers utilize every ship in the contract of affreightment or time-charter fleet.
(3) Owned through a 50% owned subsidiary. The parties share in the profits and losses of the subsidiary in proportion to each party’s relative ownership.

(4) Under the terms of a master agreement with Equinor, the vessels are chartered under individual fixed-rate annually renewable time-charter contracts. The
number of vessels Equinor is committed to in-charter may be adjusted annually based on the requirements of the fields serviced and the charter end date
is based on the latest production forecast.

{5) The charterer may adjust the number of vessels servicing the East Coast of Canada contract by providing at least 24 months' notice.
{6) Charterer has the right to purchase the vessel at end of the bareboat charter.
{7) The vessel was delivered to us in January 2020.
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(8) The vessel was delivered to us in February 2020.

{8) The newbuildings will operate in the North Sea contract of affreightment fleet.
{(10) The newbuilding will operate in the East Coast of Canada.

{(11) Vessel was sold in January 2020.

(12) Self-propelled DP system that attaches to and keeps conventional tankers in position when loading from offshore installations.

On the Norwegian continental shelf, regulations have been imposed on the operators of offshore fields related to vaporized crude oil that is
formed and emitted during loading operations and which is commonly refemred to as Volatile Organic Compounds (or VOC). To assist the oil
companies in their efforts o meet the regulations on VOC emissions from shuttle tankers, we have played an active role in establishing and
participating in a unique co-operation among 22 owners of offshore fields in the Norwegian sector. The purpose of the co-operation is to
implement VOC reduction systems on selected shuttle tankers to reduce and report VOC emissions according to Norwegian authorities’
requirements. Currently, we own VOC systems on 14 of our shuttle tankers, including newbuilding vessels on order. The cil companies that
participate in the co-operation have also engaged us to undertake the day-to-day administration, technical follow-up and handling of payments
through a dedicated clearing house function.

During 2019, approximately 41% of our consolidated net revenues were earned by the vessels in the shutle tanker segment, compared to
approximately 42% in 2018 and 45% in 2017. Please read ltem 5 — Operating and Financial Review and Prospects: Results of Operations.

Historically, the utilization of shuttle tankers in the North Sea is higher in the winter months, as favorable weather conditions in the summer
months provide opportunities for repairs and maintenance to our vessels and to the offshore oil platforms. Downtime for repairs and maintenance
generally reduces oil production and, thus, transportation requirements.

FSO Segment

FSO units provide on-site storage for oil field installations that have no storage facilities or that require supplemental storage. An FSO unitis
generally used in combination with fixed or floating production systems that do not have sufficient storage facilities. FSO units are moored to
the seabed at a safe distance from a field installation and receive cargo from the production facility via a dedicated loading system. An FSO
unit is also equipped with an export system that transfers cargo to shuttle or conventional tankers. Depending on the selected mooring
amrangement and where they are located, FSO units may or may not have any propulsion systems. FSO units are often conversions of older
shuttle tankers or conventional oil tankers. These conversions, which include installation ofa loading and off-take system and hull refurbishment,
can generally extend the lifespan of a vessel as an FSO unit by up to 20 years over the normal shuttle tanker lifespan of 20 years.

Our FSO units are generally placed on long-term, fixed-rate time charter or bareboat charter contracts as an integrated part of the field
development plan, which provides stable cash flows to us.

As of December 31, 2019, we had five FSO units in which our ownership interests ranged from 89% to 100%. The major markets for FSO
units are Asia, West Africa, Northern Europe, the Mediterranean and the Middle East. Our primary competitors in the FSO market are
conventicnal tanker owners who have access to tankers available for conversion, and oil field services companies and oil field engineering
and construction companies who compete in the floating production system market. Competition in the FSO market is primarily based on
price, expertise in FSO operaticns, management of FSO conversions and relationships with shipyards, as well as the ability to access vessels
for conversion that meet customer specifications.

The following table provides additional information about our FSO units as of December 31, 2019:

Capacity Field name and Contract Contract End
Vessel (dwt) Built  Ownership location Type Charterer Date
Randgrid "% 124,500 1995 100% Gina Krog, Norway  Time charter Equincr Oclober 2020
Suksan Salamander "® 78,200 1993 100% Bualuang, Thailand ~ Barebcat  Teekay Corporation  August 2024
Dampier Spirit ™ 106,700 1987 100% Stag, Australia ~ Time charter  Jadestone Energy  August 2024
Falcon Spirit 124,500 1986 100% Al Rayyan, Qatar  Time charter  Qatar Petroleum May 2022
Apollo Spirit 44 129,000 1978 89% Banff, UK. Bareboat  Teekay Corporation  July 2020
Total capacity 562,900

(1) Charterer has option to extend the time charter.

{2) The vessel was converted into an FSO unitin 2017.

{3) Charterer has option to purchase the unit.

{4) Charterer has early termination rights for an 18-month notice period.

{5) Charterer is required to charter the vessel for as long as the Petrojarl Banff FPSO unit produces in the Banff field in the North Sea.

During 2019, approximately 12% of our consolidated net revenues were eamed by the vessels in the FSO segment, compared to 11% in
2018 and 7% in 2017. Please read ltem 5 — Operating and Financial Review and Prospects: Results of Operations.
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UMS Segment

UMS are used primarily for offshore accommodation, storage and support for maintenance and modification projects on existing offshore
installations, or during the installation and decommissioning of large floating production and sterage units, including FPSO units, floating
liquefied natural gas (or FLNG) units and floating drill rigs. The UMS is available for world-wide operations, excluding operations on the
Norwegian Continental Shelf, and includes a DP3 positioning system that is capable of operating in deep water and harsh weather. The
Arendal Spinitis currently in lay-up.

The following table provides additional information about our UMS as of December 31, 2019:

Vessel Berths Built Ownership Location Contract type
Arendal Spirit 500 2015 100% Norway Lay-up

During 2019, approximately 0% of our consolidated net revenues was eamed by the UMS segment compared to 3% in 2018 and 0% in 2017.
Please read Item 5 — Operating and Financial Review and Prospects: Results of Operations.

Towage and Offshore Installation Vessels Segment

Long-distance towage and offshore installation vessels are used for the towage, station-keeping, installation and decommissioning of large
floating objects such as production and sterage units, including FPSO units, FLNG units and floating drill rigs. We operate with long-distance
towage and offshore installation vessels with a bollard pull of generally greater than 200 tonnes and a fuel capacity of at least 35-40 days of
operation. Our focus is on intercontinental towage requiring trans-ocean movements.

Our vessels operate on voyage-charter and spot contracts. Voyage-charter revenue is less volatile than revenue from spot market rates, as
project budgets are prepared and maintained well in advance of the contract commencement.

At December 31, 2019, our towage fleet included ten long-distance towage and offshore installation vessels.

The following table provides additional information about our towage and offshere installation vessels as of December 31, 2019:

Vessel Bollard Pull (tonnes) Built Ownership Contract Type

ALP Keeper 302 2018 100% Voyage-charter
ALP Defender 305 2017 100% Voyage-charter
ALP Sweeper 303 2017 100% Voyage-charter
ALP Striker 309 2016 100% Voyage-charter
ALP Centre 298 2010 100% Voyage-charter
ALP Guard 285 2009 100% Voyage-charter
ALP Winger 208 2007 100% Voyage-charter
ALP Forward 219 2007 100% Voyage-charter
ALP Ippon 198 2006 100% Voyage-charter
ALP Ace 192 2006 100% Voyage-charter

2,619

During 2019, approximately 3% of our consoclidated net revenues were eamed by the vessels in the towage and offshore installation vessels
segment comparad to 2% in 2018 and 1% in 2017. Please read Iltem 5 — Operating and Financial Review and Prospects: Results of Operations.

Business Strategies

Our primary business strategies include the following:

*  Providing Superior, CostEffective Customer Service by Maintaining High Reliability, Safety, Environmental and Quality
Standards. Energy companies demand partners that have a reputation for high reliability, safety, environmental and quality standards.
We intend to confinue to leverage our operational expertise and customer relationships to further expand a sustainable competfitive
advantage with consistent delivery of superior customer service, including working together with customers in seeking to reduce their
preduction costs and find efficiencies.

*  Focusing on Generating Stable and Recurring Cash Flows from Long-Term Contracts with Creditworthy Customers. We intend
to maintain and grow our cash flows by focusing on strong customer relaticnships and actively seeking the extension and renewal of
existing charter contracts, entering into new medium- to long-term fixed-rate charter contracts with current customers, and identifying
new business opportunities with other creditworthy customers for our current fleet. By focusing primarily on maximizing returns from our
existing asset base, we believe we can generate stable and reliable cash flows while providing customers with quick-to-market and lower
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cost solutions. We believe we are well-positioned to extend contracts and redeploy existing assets by leveraging our engineering and
operational expertise with our global marketing organization and extensive customer relationships.

*  Acquiring Vessels with Existing Contracts or Constructing Additional Assets to Serve Under Medium- to Long-Term, Fixed-
Rate Contracts. We intend to seek further sustainable long-term growth by bidding selectively on new revenue-generating projects and
acquiring or constructing assets as needed to fulfill such contracts once awarded. We believe this approach facilitates the financing of
new vessels based on their anticipated future revenues and ensures that new assets will be employed upon acquisition or completion,
which should increase the stability and reliability of cash flows. In pursuing future growth projects, we may enter into joint ventures and
partnerships with other reputable companies in the offshore space.

*  Project Management and Execution of Growth Projects. We continue to focus on executing on our existing shuttle tanker growth
projects delivering between now and 2022, to provide stable cash flows.

Customers

Our customers are predominately global energy producers with whom we have long-term, fixed-rate contracts. Our largest customer measured
by annual revenue is Shell, which is a global group of energy and petrochemical companies.

Shell and Equinor accounted for approximately 25% and 13%, respectively, of our consclidated revenues during 2019. Shell, Petrobras and
Equinor accounted for approximately 23%, 18%, and 13% respectively, of our consolidated revenues during 2018. Shell, Petrobras, Equiner
and Premier Qil accounted for approximately 31%, 17%, 10% and 10%, respectively, of our consolidated revenues during 2017. No cther
customer accounted for 10% or more of such consoclidated revenues during 2019, 2018 or 2017.

Safety, Management of Vessel Operations and Administration

Safety and environmental compliance are our top operational pricrities. We operate our vessels in a manner intended to protect the safety
and health of our employees, the general public and the environment. We seek to manage the risks inherent in our business and are committed
to eliminating incidents that threaten the safety and integrity of our vessels, such as groundings, fires, collisions and petroleum spills. Qur
Quality Assurance and Training Officers (or QATO) program focuses on conducting rigorous internal audits of our processes and provide our
seafarers with on-board training. We have a behavior-based safety program called “Safety in Action” to improve the safety culture in our fleet.
We are also committed to reducing our emissions and waste generation.

Key performance indicators facilitate regular monitoring of our operational performance. Targets are set on an annual basis to drive continuous
improvement, and indicators are reviewed monthly to determine if remedial action is necessary to reach the targets.

All vessels in our fleet are operated under our comprehensive and integrated Safety Management System that complies with the Intemational
Management Code for the Safe Operation of Ships and for Pollution Prevention (or {SM Code), the Intemational Standards Organization’s
(or 150) 9001 for Quality Assurance, 1SO 14001 for Environment Management Systems, 1SO 14001 for Occupational Health and Safety and
the Maritime Labor Convention 2006 (or MLC 2006) that became effective in 2013. The management system is certified by DNV-GL. It has
alsc been separately approved by the Australian flag administrations. Although certification is valid for five years, compliance with the above
mentioned standards is confirmed on a yearly basis by a rigorous auditing procedure that includes both intemal audits as well as external
verification audits by DNV-GL and applicable flag states.

We provide expertise in various functions critical to the operations of our vessels. We believe this arrangement affords a safe, efficient and
cost-effective operation. Our subsidiaries also provide to us access to human resources, financial and other administrative functions pursuant
to administrative services agreements.

Certain of our subsidiaries provide vessel management services to other subsidiaries. These include:

= vessel maintenance (including repairs and dry docking) and certification;

= crewing by competent seafarers;

= procurement of stores, bunkers and spare parts;

= management of emergencies and incidents;

= supervision of shipyard and projects during new-building and conversions;
. insurance; and

« financial management services.

These functions are supported by on-board and on-shore systems for maintenance, inventory, purchasing and budget management. In
addition, day-to-day focus on cost control is applied to our operations.

We believe that the generally uniform design of some of our existing vessels and the adoption of common equipment standards provides

operational efficiencies, including with respect to crew training and vessel management, equipment operaticn and repair, and spare parts
ordering.
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Risk of Loss, Insurance and Risk Management

The operation of any ocean-going vessel carries an inherent risk of catastrophic marine disasters, death or injury of persons and property
losses caused by adverse weather conditions, mechanical failures, human error, war, terrorism, piracy and other circumstances or events. In
addition, the transportation of crude oil and petroleum products is subject to the risk of spills and to business interruptions due to political
circumstances in foreign countries, hostilities, labor sirikes, sanctions and boycotts. The occurrence of any of these events may result in loss
of revenues or increased costs.

We carry hull and machinery (marine and war risks) and protection and indemnity insurance coverage to protect against most of the accident-
related risks involved in the conduct of our business. Hull and machinery insurance covers loss of, or damage to, a vessel due to marine perils
such as collisions, grounding and weather. Protection and indemnity insurance indemnifies against other liabilities incurred while operating
vessels, including injury to the crew, third parties, cargo loss and pollution. The current range of our coverage for third party liability and
pollution is $500 millicn to $1 billion per vessel per incident. We also carry insurance policies covering war risks (including piracy and terrorismy).

Under bareboat charters, the customer is responsible for the insurance of the vessel. We believe that the cumrent insurance coverage is
adequate to protect against most of the accident-related risks invelved in the conduct of our business and that we maintain appropriate levels
of environmental damage and pollution coverage. However, we cannot assure that all covered risks are adequately insured against, that any
particular claim will be paid or that we will be able o procure adequate insurance coverage at commercially reasonable rates in the future.
More stringent environmental regulations at times in the past have resulted in increased costs for, and may result in the lack of availability of,
insurance against the risks of environmental damage or pollution. All, but three of our vessels, the Petrojari Knarr FPSO unit, the ftajai FPSO
unit and the Libra FPSO unit, are not insured against loss of revenues resulting from vessel off-hire time, based on the cost of this insurance
compared to our off-hire experience.

In Norway, the Norwegian Pollution Control Authority reguires the installation of VOC emissions reduction units on most shuttle tankers serving
the Norwegian continental shelf. Customers bear the cost of installing and operating the VOC equipment on board the shuttle tankers.

We have achieved certification under the standards reflected in 1ISO 9001 for quality assurance, 1SO 14001 for environment management
systems, OHSAS 18001, and the IMO’s Intemational Management Code for the Safe Operation of Ships and Pollution Prevention on a fully
integrated basis.

Flag, Classification, Audits and Inspections

Our vessels are registered with reputable flag states, and the hull and machinery of all of our vessels have been “Classed” by one of the major
classification societies and members of IACS (International Association of Classification Societies Ltd): DNV-GL, Lloyd’s Register of Shipping
or American Bureau of Shipping.

The applicable classification society certifies that the vessel's design and build conforms to the applicable class rules and meets the
requirements of the applicable rules and regulations of the country of registry of the vessel and the international conventions to which that
country is a signatory. The classification society also verifies throughout the vessel’s life that it continues to be maintained in accordance with
those rules. To validate this, the vessels are surveyed by the classification society in accordance with the classification society rules, which
in the case of our vessels follows a comprehensive five-year special survey cycle, renewed every fifth year. During each five-year period the
vessel undergoes annual and intermediate surveys, the scrutiny and intensity of which is primarily dictated by the age of the vessel. We have
enhanced the resiliency of the underwater coatings of each vessel hull and marked each vessel hull to facilitate underwater inspections by
divers. The vessel's underwater areas are inspected in a dry dock at five year intervals. In-water inspection is carried out during the second
or third annual inspection (i.e. during an intermediate survey). UMS, FSO and FPSO units are generally not dry docked; however, we may
dry dock FSO units if we desire to qualify them for shipping classification.

In addition to class surveys, the vessel’s flag state also verifies the condition of the vessel during annual flag state inspections, either
independently or by additional authorization to class. Also, Port State Authorities of a vessel's port of call are authorized under intemational
conventions to undertake regular and spot checks of vessels visiting their jurisdiction.

Processes followed on board are audited by either the flag state or the classification society acting on behalf of a flag state to ensure that
they meet the requirements of the ISM Code. DNV-GL typically carries out this task. We also follow an intemal process of internal audits
undertaken at each office and vessel annually.

We follow a comprehensive inspections scheme supported by our sea staff, shore-based operaticnal and technical specialists and members
of our QATO program. We carry out two intemal inspections and one internal audit annually, which helps ensure us that:

« our vessels and operations adhere to our operating standards;

« the structural integrity of the vessel is being maintained;

« machinery and equipment is being maintained to give reliable service;

«  we are optimizing performance in terms of speed and fuel consumption; and

* the vessel's appearance will support our brand and meet customer expectations.
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Our customers often carry out inspections under the Ship Inspection Report Program (or SIRE Program), which is a significant safety initiative
introduced by Qil Companies Intemational Marine Forum {(or OC/MF) to specifically address concems about sub-standard vessels. The
inspection results permit charterers to screen a vessel to ensure that it meets their general and specific risk-based shipping reguirements.

We believe that the heightened environmental and quality concerns of insurance underwriters, regulators and charterers will generally lead
to greater scrutiny, inspection and safety requirements on all vessels in the oil tanker markets and will accelerate the recycling or phasing out
of older vessels throughout these markets.

Overall we believe that our well-maintained and high-guality vessels provide us with a competitive advantage in the current environment of
increasing regulation and customer emphasis on quality of service.

Regulations
General

Our business and the operation of our vessels are significantly affected by international conventions and national, state and local laws and
regulationsin the jurisdictions in which our vessels operate, as wellas in the country or countries of theirregistration. Because these conventions,
laws and regulations change freguently, we cannot predict the ultimate cost of compliance or theirimpact on the resale price or useful life of
our vessels. Additional conventions, laws, and regulations may be adopted that could limit our ability to do business or increase the cost of
our doing business and that may materially affect our operations. We are required by various govemmental and quasi-govemmental agencies
to obtain permits, licenses and certificates with respect to our operations. Subject to the discussion below and to the fact that the kinds of
permits, licenses and certificates required for the operations of the vessels we own will depend on a number of factors, we believe that we
will be able to continue to obtain all permits, licenses and certificates matenal to the conduct of our operations.

International Maritime Organization (or IMO}

The IMO is the United Nations’ agency for maritime safety and prevention of pollution. IMO regulations relating to pelluticn prevention for oil
tankers have been adopted by many of the jurisdictions in which our tanker fleet operates. Under IMO regulations and subject to limited
exceptions, a tanker must be of double-hull construction in accordance with the requirements set out in these regulations, or be of ancther
approved design ensuring the same level of protection against oil pollution. All of our tankers are double-hulled.

Many countries, but not the United States, have ratified and follow the liability regime adopted by the IMO and set out in the Intemational
Convention on Civil Liability for Oil Pollution Damage, 1969, as amended (or CLC). Under this convention, a vessel's registered owner is
strictly liable for pollution damage caused in the territorial waters of a contracting state by discharge of persistent oil (e.g. crude oil, fuel oil,
heavy diesel oil or lubricating cil}), subject to certain defenses. The right to limit liability to specified amounts that are periodically revised is
forfeited under the CLC when the spill is caused by the owner's actual fault or when the spill is caused by the owner’s intentional or reckless
conduct. Vessels trading to contracting states must provide evidence of insurance covering the limited liability of the owner. In jurisdictions
where the CLC has not been adopted, various legislative regimes or common law governs, and liability is imposed either on the basis of fault
or in & manner similar to the CLC.

IMO regulations also include the International Convention for Safety of Life at Sea (or SOLAS), including amendments to SOLAS implementing
the Intemational Ship and Port Facility Security Code (or /ISPS), the ISM Code, and the Intemational Convention on Load Lines of 1966. The
IMO Marine Safety Committee has also published guidelines for vessels with dynamic positioning (or DP) systems, which would apply to
shuttle tankers and DP-assisted FSO units and FPSO units. SOLAS provides rules for the construction of and the equipment required for
commercial vessels and includes regulations for their safe operation. Flag states which have ratified the convention and the freaty generally
employ the classification societies, which have incorporated SOLAS requirements into their class rules, to undertake surveys to confirm
compliance.

SOLAS and other IMO regulations conceming safety, including those relating to treaties on training of shipboard personnel, lifesaving
appliances, radio equipment and the global maritime distress and safety system, are applicable to our operations. Non-compliance with IMO
regulations, including SOLAS, the ISM Code, ISPS and the specific requirements for shuttle tankers, FSO units and FPSO units under the
NPD (Norway) and HSE (United Kingdom) regulations, may subject us to increased liability or penalties, may lead to decreases in available
insurance coverage for affected vessels and may result in the denial of access to or detention in some ports. For example, the United States
Coast Guard (or Coast Guard) and European Union authorities have indicated that vessels not in compliance with the ISM Code will be
prohibited from trading in U.S. and European Union ports.

The ISM Code requires vessel operators to obtain a safety management certification for each vessel they manage, evidencing the shipowner’s
development and maintenance of an extensive safety management system. Each of the existing vessels in our fleet is currently ISM Code-
certified, and we expect to obtain safety management certificates for each newbuilding vessel upon delivery.

For offshore support vessels, such as UMS, SOLAS permits certain exemptions and equivalents to be allowed by the relevant vessel’s flag
state. The International Code on Intact Stability, 2008 also generally applies to offshore support vessels. The IMO’'s Maritime Safety Committee
(or MSC) has also adopted amendments to the Intact Stability Code relating to ships engaged in anchor handling cperations and to ships
engaged in lifting and towing operations, including escort towing. These amendments became effective January 1, 2020. The IMO has also
developed non-mandatory codes and guidelines which apply to various types or aspects of offshore support vessels.
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In addition, the International Code of Safety for Ships using Gases or other Low-flashpoint Fuels {the IGF Code), which entered into force on
January 1, 2017, applies to ships fueled by gases or other low-flashpoint fuels and sets out mandatory provisions for the arrangement,
installation, control and menitoring of machinery, equipment and systems using low-flashpoint fuel. Additional amendments regarding the
loading limit for liquefied gas fuel tanks and the protection of the fuel supply for liquefied gas fuel tanks aimed at preventing explosions, among
other items, will go into effect in 2024.

Annex VI to the IMO’s International Convention for the Prevention of Pollution from Ships (MARPOL) (or Annex V) sets limits on sulphur
oxide and nitrogen oxide emissions (or NOx) from ship exhausts and prohibits emissions of ozone depleting substances, emissions of volatile
compounds from cargo tanks and the incineration of specific substances. Annex VI also includes a world-wide cap on the sulphur content of
fuel oil and allows for special "emission control areas” (or ECAs) to be established with more stringent controls on sulphur emissions.

Annex VI also provides for a three-tier reduction in NOx emissions from marine diesel engines, with the final tier (or Tier /i) applying to engines
installed on vessels constructed on or after January 1, 2016 and which operate in the North American ECA or the U.S. Caribbean Sea ECA
as well as ECAs designated in the future by the IMO. In October 2016, IMO’s Marine Environment Protection Committee (or MEPC) approved
the designation of the North Sea and the Baltic Sea as ECAs for NOx emissions; these ECAs and the related amendments to Annex VI of
MARPOL (with some exceptions) entered into force on January 1, 2019. Ships constructed on or after January 1, 2021 operating in the North
Sea or Baltic Sea must comply with NOx Tier 11l standards.

Effective January 1, 2020, Annex VI imposes a global limit for sulphur in fuel oil used on board ships of 0.50% m/m (mass by mass), regardless
of whether a ship is operating cutside a designated ECA. To comply with this new standard, ships may utilize different fuels containing low
or zero sulphur (e.g., LNG or biofuels), or utilize exhaust gas cleaning systems, known as “scrubbers” which are an accepted equivalent
measure for complying with the global limit for sulphur in fuel oil used on board ships. Amendments to the information te be included in bunker
delivery notes relating to the supply of marine fuel oil to ships fitted with scrubbers or other accepted equivalent measures became effective
January 1, 2019. We have taken and continue to take steps to comply with the 2020 sulphur limit and intend to utilize low or zere sulphur fuel
where possible.

As of March 1, 2018, amendments to Annex VI impose new reguirements for ships of 5,000 gross tonnage and to collect consumption data
for each type of fuel oil they use, as well as certain other data including proxies for transport work.

The IMO has issued guidance regarding protecting against acts of piracy off the coast of Somalia. We comply with these guidelines.

The IMO's Ballast Water Management Convention (BWM Convention) entered into force on September 8, 2017 and stipulates two standards
for discharged ballast water. The D-1 standard covers ballast water exchange while the D-2 standard covers ballast water treatment. The
BWM Convention requires the implementation of either standard. There will be a transitional pericd from the entry into force to the Intemational
Oil Pollution Prevention (or /OPP) renewal survey in which ballast water exchange can be employed. The MEPC agreed to a compromise on
the implementation dates for the D-2 discharge standard: ships constructed on or after September 8, 2017 must comply with the D-2 standard
upon delivery. Existing ships should be D-2 compliant on the first IOPP renewal following entry into force if the survey is completed on or after
September 8, 2019, or a renewal IOPP survey was completed on or after September 8, 2014 but prior to September 8, 2017. Ships should
be D-2 compliant on the second IOPP renewal survey after September 8, 2017 if the first renewal survey after that date is completed prior to
September 8, 2019 and if the previous two conditions are not met. Vessels will be required to meet the discharge standard D-2 by installing
an approved Ballast Water Management System (or BWMS). Pursuant to the BWM Conventicn amendments that entered into force in October
2019, BWMSs installed on or after October 28, 2020 shall be approved in accordance with BWMS Code, while BWMSs installed before
October 23, 2020 must be approved taking into account guidelines developed by the IMO or the BWMS Code. Ships sailing in U.S. waters
are required to employ a type-approved BWMS which is compliant with USCG regulations. The USCG has approved a number of BWMS.

MARPOL Annex | also states that oil residue may be discharged directly from the sludge tank to the shore reception facility through standard
discharge connections. They may also be discharged to the incinerator or to an auxiliary boiler suitable for burning the oil by means of
a dedicated discharge pump. Amendments to Annex | expand on the requirements for discharge connections and piping to ensure residues
are properly disposed of. Annex | is applicable for existing vessels with a first renewal survey beginning on or after January 1, 2017.

MSC 91 adopted amendments to SOLAS Regulation 11-2/10 to clarify that a minimum of two-way portable radictelephone apparatus for each
fire party for fire-fighter's communication shall be carried on board. These radio devices shall be of explosion proof type or intrinsically safe
type. All existing ships (built before July 1, 2014} should comply with this requirement not later than the first safety Equipment survey after
July 1, 2018. All new vessels constructed (keel laid) on or after July 1, 2014 must comply with this requirement at the time of delivery.
Amendments to SOLAS Regulation 11-1/2/-12 on protection against noise, Regulation 1I-2/1 and 11 2/10 on firefighting and new Regulation
XI-12-1 on harmonization of survey periods of cargo ships not subject to the ESP code became effective January 1, 2020. Additional SOLAS
regulation amendments became effective on January 1, 2020 and pertain to the maintenance of life-saving equipment and appliances.

As per MSC. 338(91). requirements have been highlighted for audio and visual indicators for breathing apparatus' which will alert the user
before the volume of the air in the cylinder has been reduced to no less than 200 liters. This applies to ships constructed on or after July 1,
2014. Ships constructed before July 1, 2014 must have complied no later than July 1, 2019.

The IMO continues to review and introduce new regulations; as such, it is impossible to predict what additional regulations, if any, may be
adopted by the IMO and what effect, if any, such regulations might have on our operations.
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European Union {or EU)

The EU has adopted legislation that: bans from European waters manifestly sub-standard vessels (defined as vessels that have been detained
twice by EU port authorities, in the preceding two years); creates obligations on the part of EU member port states to inspect minimum
percentages of vessels using these ports annually; provides for increased surveillance of vessels posing a high risk to maritime safety or the
marine environment; and provides the EU with greater authority and control over classification societies, including the ability to seek to suspend
or revoke the authority of negligent societies.

The EU has adopted a Directive requiring the use of low sulphur fuel. Since January 1, 2015, vessels have been reguired to bum fuel with
sulphur content not exceeding 0.1% while within EU member states’ territorial seas, exclusive economic zones and pollution control zones
that are included in “SOx Emission Control Areas.” Other jurisdictions have also adopted similar regulations. Since January 1, 2014, the
Califomnia Air Resources Board has also required vessels to burn fuel with 0.1% sulphur content or less within 24 nautical miles of California.
China also has established emission control areas and continues to establish such areas, restricting the maximum sulphur content of the fuel
1o be used by vessels within those areas and which limits become progressively stricter over time.

IMO regulations required that as of January 1, 2015, all vessels operating within ECAs worldwide recognized under MARPOL Annex VI must
comply with 0.1% sulphur requirements. Certain modifications were necessary in order to optimize operation on low sulphur marine gas oil
(LSMGO) of equipment originally designed to operate on Heavy Fuel Oil (or HFO). In addition, LSMGO is more expensive than HFO and this
could impact the costs of operations. Our exposure to increased cost is in our spot trading vessels, although our competitors bear a similar
cost increase as this is a regulatory item applicable to all vessels. All required vessels in our fleet trading to and within regulated low sulphur
areas are able to comply with fuel requirements. The global cap on the sulphur content of fuel oil has been reduced from 3.5% to 0.5% effective
January 1, 2020.

The EU Ship Recycling Regulation aims to prevent, reduce and minimize accidents, injuries and other negative effects on human health and
the environment when ships are recycled and the hazardous waste they contain is removed. The legislation applies to all ships flying the flag
of an EU country and to vessels with non-EU flags that call at an EU port or anchorage. It sets out responsibilities for ship owners and for
recycling facilities both in the EU and in other countries. Each new ship has to have on board an inventory of the hazardous materials (such
as asbestos, lead or mercury) it contains in either its structure or equipment. The use of certain hazardous materials is forbidden. Before a
ship is recycled, its owner must provide the company carrying out the work with specific information about the vessel and prepare a ship
recycling plan. Recycling may only take place at facilities listed on the EU ‘List of facilities’. In 2014, the Council Decision 2014/241/EU
authorized EU countries having ships flying their flag or registered under their flag to ratify or to accede to the Hong Kong Intemational
Convention for the Safe and Envircnmentally Scund Recycling of Ships. The Regulation generally entered into force on December 31, 2018,
with certain provisions applicable from December 31, 2020. We have developed and adopted a stringent process for ship recycling, including
directinvolvement with the recycling facilities, that ensures this regulation is met when recycling our vessels. The EU Commission also adopted
a European List of approved ship recycling facilities, as well as four further implementing decisions dealing with certification and other
administrative requirements set out in the Regulation.

China

China has also established ECAs in the Pearl River Delta, the Yangtze River Delta and the Bohai Sea area with restrictions limiting sulphur
content not to exceed 0.5% in such ECAs, with such limit decreasing over time.

All the key ports within the three China ECAs (i.e. Tianjin, Qinhuangdaoc, Tangshan, Huanghua, Shenzhen, Guangzhou, Zhuhai, Shanghai,
Ningbo-Zhoushan, Suzhou and Nantong) have implemented the low sulphur bunker requirements.

Commencing January 1, 2018, ships berthing (excluding one hour after berthing and one hour before departure) at all ports within the China
ECAs are required to use fuel with sulphur contents at or below 0.5%. These limitaticns apply to the entire pericd vessels are in port within
China ECAs and became effective January 1, 2019.

On October 23, 2019, the China Maritime Safety Administraticn issued a notice regarding the implementation of the global sulphur limit. The
notice provides in part that beginning January 1, 2020, ships are not permitted to discharge wash water from open loop scrubbers in ECAs.
Effective January 1, 2022, the permissible sulphur content will decrease to 0.10%.

North Sea, Canada and Brazil
Our shutile tankers and FPSO units primarily operate in the North Sea, Brazil and Newfoundland, Canada.

There is no intemational regime in force which deals with compensation for oil pollution from offshore craft, such as FFSO units. Whether the
CLC and the Internaticnal Convention on the Establishment of an Intemational Fund for Compensation for OQil Pollution Damage 1971, as
amended by the 1992 Protocol (or the Fund Convention), which deal with liability and compensation for oil pollution, and the Convention on
Limitation of Liability for Maritime Claims 1976, as amended by the 1996 Protocol (or the 1976 Limitation of Liability Convention), which deals
with limitation of liability for maritime claims, apply to FPSO units is neither straightforward nor certain. This is due to the definition of “ship”
under these conventions and the requirement that oil is “carried” on board the relevant vessel. Nevertheless, the wording of the 1992 Protocol
to the CLC leaves room for arguing that FPSO units and oil pollution caused by them can come under the ambit of these conventions for the
purposes of liability and compensation. However, the application of these conventions alsc depends on their implementation by the relevant
domestic laws of the countries which are parties to them.
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UK’s Merchant Shipping Act 1995, as amended (or the MSA), implements the CLC but uses a wider definition of a “ship” than the one used
in the CLC and in its 1992 Protocol but still refers to the criteria used by the CLC. Itis therefore doubtful that FPSO units fall within its wording.
However, the MSA also includes separate provisions for liability for oil pollution. These apply to vessels which fall within a much wider definition
and include non-seagoeing vessels. It is arguable that the wording of these MSA provisions is wide enough to cover oil pollution caused by
offshore crafts such as FPSO units. The liability regime under these MSA provisions is similar to that imposed under the CLC but limitation
of liability is subject to the 1976 Limitation of Liability Convention regime (as implemented in the MSA),

With regard to the 1976 Limitation of Liability Convention, it is, again, doubtful whether it applies to FPSO units, asit contains certain exceptions
in relation to vessels constructed for or adapted to and engaged in drilling and in relation to floating platforms constructed for the purpose of
exploring or exploiting natural resources of the seabed orits subsoil. However, these exceptions are not included in the legislation implementing
the 1976 Limitation of Liability Convention in the UK, which is also to be found in the MSA. In addition, the MSA sets out a very wide definition
of “ship” in relation to which the 1976 Limitation of Liability Convention is to apply and there is room for argument that if FPSO units fall within
that definition of “ship”, they are subject in the UK to the limitation provisions of the 1976 Limitation of Liability Convention.

In the absence of an international regime regulating liability and compensation for oil pollution caused by offshore oil and gas facilities, the
Offshore Pollution Liability Agreement 1974 was entered into by a number of cil companies and became effective in 1975. This is a voluntary
industry oil pollution compensation scheme which is funded by the parties toit. These are operators or intending operators of offshore facilities
used in the exploration for and production of oil and gas located within the jurisdictions of a number of “Designated States” which include the
UK, Denmark, Norway, Germany, France, Greenland, Ireland, the Netherlands, the Isle of Man and the Faroe Islands. The scheme provides
for strict liability of the relevant operator for pollution damage and remedial costs, subject to a limit, and the operators must provide evidence
of financial responsibility in the form of insurance or other security to meet the liability under the scheme.

With regard to FPSO units, Chapter 7 of Annex | of MARPOL (which contains regulations for the prevention of oil pollution) sets out special
requirements for fixed and floating platforms, including, amongst others, FPSO units and FSUs. The IMO’s Marine Environment Protection
Committee has issued guidelines for the application of MARPOL Annex | requirements to FPSO units and FSUs.

The EU’s Directive 2004/35/CE on envircnmental liability with regard to the prevention and remedying of environmental damage (or the
Environmental Liability Directive) deals with liability for environmental damage on the basis of the “polluter pays” principle. Environmental
damage includes damage to protected species and natural habitats and damage to water and land. Under this Directive, operators whose
activities caused the environmental damage or the imminent threat of such damage are to be held liable for the damage (subject to certain
exceptions). With regard to envircnmental damage caused by specific activities listed in the Directive, operators are strictly liable. This is
without prejudice to their right to limit their liability in accordance with national legislation implementing the 1976 Limitation ofLiability Convention.
The Directive applies both to damage which has already occumred and where there is an imminent threat of damage. It also requires the
relevant operator to take preventive action, to report an imminent threat and any environmental damage to the regulators and to perform
remedial measures, such as clean-up. The Environmental Liability Directive isimplemented in the UK by the Environmental Damage (Prevention
and Remediation) Regulations 2015, as amended and supplemented from time to time.

In June 2013 the EU adopted Directive 2013/30/EU on safety of offshore oil and gas operations and amending Directive 2004/35/EC (or the
Offshore Safety Directive). This Directive lays down minimum requirements for member states and the European Maritime Safety Agency for
the purposes of reducing the occurrence of major accidents related to offshore oil and gas operations, thus increasing protection of the marine
environment and coastal economies against pollution, establishing minimum conditicns for safe offshore exploration and exploitation of oil
and gas, and limiting disruptions to the EU’s energy production and improving responses to accidents. The Offshore Safety Directive sets out
extensive requirements, such as preparation of a major hazard report with risk assessment, emergency response plan and safety and
environmental management system applicable to the relevant oil and gas installation before the planned commencement of the operations,
independent verification of safety and environmental critical elements identified in the risk assessment for the relevant oil and gas installation,
and ensuring that factors such as the applicant’s safety and environmental performance and its financial capabilities or security to meet
potential liabilities arising from the cil and gas operations are taken intc account when considering granting a license. Under the Offshore
Safety Directive, Member States are to ensure that the relevant licensee is financially liable for the prevention and remediation of environmental
damage (as defined in the Environmental Liability Directive) caused by offshore oil and gas operations camied out by or on behalf of the
licensee or the operator. Member States must lay down rules on penalties applicable to infringements of the legislation adopted pursuant to
this Directive. Member States were required to bring into force laws, regulations and administrative provisions necessary to comply with this
Directive by 19 July 2015. The Offshore Safety Directive has been implemented in the UK by a number of different UK Regulations, including
the Environmental Damage (Prevention and Remediation) (England) Regulations 2015, as amended, (which revoked and replaced the
Environmental Damage (Prevention and Remediation) Regulations 2015})} and the Offshore Installations (Offshore Safety Directive)(Safety
Case etc.) Regulations 2015, as amended, both of which were effective from July 19, 2015.

In addition to the regulations imposed by the IMO and EU, countries having jurisdiction over North Sea areas impose regulatory requirements
in connection with operations in those areas, including the United Kingdom and Nerway. In the UK, the exploration for and production of oil
and gas in the UK, including the UK sector of the North Seais undertaken pursuant to the Petroleum Act 1998 in accordance with the conditions
of a license issued by the UK govemment. Model clauses included in such licenses require licensees amongst other things to operate in
accordance with methods customarily used in good oilfield practice and to take all steps practicable to prevent the escape of oil. Various UK
regulations dealing with environmental and other aspects of offshore oil and gas activities are also in place. These regulatory requirements,
together with additional requirements imposed by operators in North Sea oil fields, require that we make further expenditures for sophisticated
equipment, reporting and redundancy systems on the shuttle tankers and for the training of seagoing staff. Additional regulations and
requirements may be adopted or imposed that could limit our ability to do business or further increase the cost of doing business in the North
Sea.
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In Norway, the Norwegian Pollution Control Authority requires the installation of Volatile Organic Compound (or ¥OC) emissions reduction
units on most shuttle tankers serving the Norwegian continental shelf. Customers bear the cost to install and operate the VOC equipment on
board the shuttle tankers.

In addition to the requirements of major IMO shipping conventions, the exploration for and production of cil and gas within the Newfoundland
& Labrador {or NL) offshore area is conducted pursuant to the Canada Newfoundland and Labrador Atlantic Accord Implementation Act (or
the Accord Act) in accordance with the conditions of a license and authorization issued by the Canada-Newfoundland and Labrador Offshore
Petroleum Board (or CNLOPB}). Various regulations dealing with environmental, occupational health and safety, and other aspects of offshore
oil and gas activities have been enacted under the Accord Act. The CNLOPB has also issued interpretive guidelines concerning compliance
with the regulations, and compliance with CNLOPB guidelines may be a condition of the issuance or renewal of the license and authorizations.
These regulations and guidelines require that the shuttle tankers in the NL offshore area meet stringent standards for equipment, reporting
and redundancy systems, and for the fraining and equipping of seageing staff. Further, licensees are required by the Accord Act to provide
a benefits plan satisfactory to CNLOPB. Such plans generally require the licensee to: establish an office in NL; give NL residents first
consideration for training and employment; make expenditures for research and development and education and training o be carried out in
NL; and give first consideration to services provided from within NL and to goods manufactured in NL. These regulatory requirements may
change as regulations and CNLOFB guidelines are amended or replaced from time to time.

In addition to the regulations imposed by the IMO, Brazil imposes regulatory requirements in connection with operations in its temitory, including
specific requirements for the operations of vessels flagged in countries other than Brazil. Brazil has several maritime regulations and frequent
amendments and updates. Firstly, with respect to environmental protection while operating under Brazilian waters, the Federal Constitution
establishes that the State shall regulate and impose protections to the environment, establishing liability in the civil, administrative and criminal
spheres. Law no. 6938/1981 sets the National Envirenmental Policy and Law no. 9966/2000, known as “The Oil Law”, institutes several rules,
liabilities and penalties regarding the handling of oil or other dangerous substances, being applicable tc foreign vessels and platforms operating
in Brazilian waters. Regulating the exploitation and production of cil and natural gas, Law nc. 9.478/1997, known as “The Petroleum Law”,
created the National Petroleum Agency (or ANP), responsible for regulating and supervising the industry through directives and resolutions.
After the discovery of the pre-salt, the mentioned law was altered in some points by Law no. 12.351/2010 and Laws 13.303/2016 and
13.609/2018, being the industry also regulated by several adminisirative Regulations issued by the ANP. ANP is currently reviewing an
amendment to its Ordinance 170/02, with aims to specifically regulate ship-to-ship operations in addition to the transportation of hydrocarbons
and byproducts.

Additicnal requirements and restrictions for the operation of offshore vessels and shuttle tankers are imposed by Law 9.432/97 and by the
National Waterway Transport Agency ("ANTAQ"), instituted by Law 10.233/2001, by way of frequently updated administrative resolutions. The
transit of vessels and permanence and operation of offshore units in Brazil are further regulated by the Maritime Authorities, through law and
administrative Ordinances known as “NORMAM”. Brazil also is a signatory of several IMO/MARPOL conventions, including the deliberation
to reduce Sulphur emissions as of January 1st, 2020, agreed during the 70° session of the Marine Environment Protection Committee, held
at IMO’s headquarters on June 2016. Under Brazil's environmental laws, owners and operators of vessels are strictly liable for damages to
the environment. Other penalties for non-compliance with environmental laws include fines, loss of tax incentives and suspension of activities.
Operators such as Petrobras may impose additional requirements, such as compliance with specific health, safety and environmental standards
or the use of local labor. Additicnal regulations and requirements may be adopted or imposed that could limit our ability to do business or
further increase the cost of doing business in Brazil.

United States

The United States has enacted an extensive regulatory and liability regime for the protection and cleanup of the environment from oil spills,
including discharges of oil cargoes, bunker fuels orlubricants, primarily through the Oil Pollution Act of 1990 (or OPA 90)and the Comprehensive
Environmental Response, Compensation and Liability Act (or CERCLA). OPA 90 affects all owners, bareboat charterers, and operators whose
vessels frade to the United States or its termitories or possessions or whose vessels operate in United States waters, which include the U.S.
territorial sea and 200-mile exclusive econocmic zone around the United States. CERCLA applies to the discharge of “hazardous substances’
rather than “oil” and imposes strict joint and several liabilities upon the cwners, operators or bareboat charterers of vessels for cleanup costs
and damages arising from discharges of hazardous substances. We believe that petroleum products should not be considered hazardous
substances under CERCLA, but additives to oil or lubricants used on vessels might fall within its scope.

Under OPA 90, vessel owners, operators and bareboat charterers are “responsible parties” and are jointly, severally and strictly liable (unless
the oil spill results solely from the act or omission of a third party, an act of God or an act of war and the responsible party reports the incident
and reasonably cooperates with the appropriate authorities) for all containment and cleanup costs and other damages arising from discharges
or threatened discharges of oil from their vessels. These other damages are defined broadly to include:

= natural resources damages and the related assessment costs;

= real and personal property damages,

= netloss of taxes, royalties, rents, fees and other lost revenues;

= lost profits or impairment of earning capacity due o property or natural resources damage;

= net cost of public services necessitated by a spill response, such as protection from fire, safety or health hazards; and

» loss of subsistence use of natural resources.
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OPA 90 limits the liability of responsible parties in an amount it periodically updates. The liability limits do not apply if the incident was proximately
caused by violation of applicable U.S. federal safety, construction or operating regulations, including IMO conventions to which the United
States is a signatory, or by the responsible party’s gross negligence or willful misconduct, or if the responsible party fails or refuses to report
the incident or to cooperate and assist in connection with the oil removal activities. Liability under CERCLA is also subject to limits unless the
incident is caused by gross negligence, willful misconduct or a violation of certain regulations. We currently maintain for each of our vessels
pollution liability coverage in the maximum coverage amount of $1 billion per incident. A catastrophic spill could exceed the coverage available,
which could ham our business, financial condition and results of operations.

Under OPA 90, with limited exceptions, all newly built or converted tankers delivered after January 1, 1994 and operating in U.S. waters must
be double-hulled. All of our tankers are double-hulled.

OPA 90 also requires owners and operators of vessels to establish and maintain with the Coast Guard evidence of financial responsibility in
an amount at least equal to the relevant limitation amount for such vessels under the statute. The Coast Guard has implemented regulations
requiring that an owner or operator of a fleet of vessels must demonstrate evidence of financial responsibility in an amount sufficient to cover
the vessel in the fleet having the greatest maximum limited liability under OPA 90 and CERCLA. Evidence of financial responsibility may be
demonstrated by insurance, surety bond, self-insurance, guaranty or an alternate method subject to approval by the Coast Guard. Under the
self-insurance provisions, the ship owners or operators must have a net worth and working capital, measured in assets located in the United
States against liabilities located anywhere in the world, that exceeds the applicable amount of financial responsibility. We have complied with
the Coast Guard regulations by using self-insurance for certain vessels and obtaining financial guarantees from a third party for the remaining
vessels. If other vessels in our fleet trade into the United States in the future, we expect to obtain guarantees from third-party insurers.

OPA 90 and CERCLA permit individual U.S. states to impose their own liability regimes with regard to oil or hazardous substance poliution
incidents cccuming within their boundaries, and some states have enacted legislation providing for unlimited strict liability for spills. Several
coastal states, such as Califomia, Washington and Alaska require state-specific evidence of financial responsibility and vessel response
plans. We intend to comply with all applicable state regulations in the ports where our vessels call.

Owners or operators of vessels, including tankers operating in U.S. waters are required to file vessel response plans with the Coast Guard,
and their tankers are required to operate in compliance with their Coast Guard approved plans. Such response plans must, among other
things:

= address a “worst case” scenario and identify and ensure, through contract or other approved means, the availability of necessary private
response resources to respond to a “worst case discharge”;

= describe crew training and drills; and

= identify a qualified individual with full authority to implement removal actions.

We have filed vessel response plans with the Coast Guard and have received its approval of such plans. In addition, we conduct regular oil
spill response drills in accordance with the guidelines set out in OPA 90. The Coast Guard has announced it intends to propose similar
regulations requiring certain vessels to prepare response plans for the release of hazardous substances.

OPA 90 and CERCLA do not preclude claimants from seeking damages resulting from the discharge of cil and hazardous substances under
other applicable law, including maritime tort law. The application of this doctrine varies by jurisdiction.

The United States Clean Water Act also prohibits the discharge of oil or hazardous substances in U.S. navigable waters and imposes strict
liability in the form of penalties for unauthorized discharges. The Clean Water Act imposes substantial liability for the costs of removal,
remediation and damages and complements the remedies available under OPA 90 and CERCLA discussed above.

Our vessels that discharge certain effluents, including ballast water, in U_S. waters must obtain a Clean Water Act (or CWA) permit from the
Environmental Protection Agency (or EPA) titled the “Vessel General Permit” and comply with a range of efluent limitations, best management
practices, reporting, inspections and other requirements. The Vessel General Permit incorporated Coast Guard requirements for ballast water
exchange and includes specific technology-based requirements for vessels, and includes an implementation schedule to require vessels to
meet the ballast water effluent limitations by the first dry docking after January 1, 2016. This pemit was effective to December 18, 2018. The
Vessel Incidental Discharge Act (or VIDA) was signed into law on December 4, 2018, and establishes a new framework for the regulation of
vesselincidental discharges under the CWA. VIDArequires the EPA to develop performance standards forincidental discharges, and requires
the Coast Guard to develop regulations within two years of the EPA’s promulgation of standards. Under VIDA, all provisions of the Vessel
General Permit remain in force and effect as currently written until the Coast Guard regulations are published.

Vessels that are constructed after December 1, 2013 are subject to the ballast water numeric effluent limitations. Several U.S. states have
added specific requirements to the Vessel General Permit and, in some cases, may require vessels toinstall ballast water treatment technology
o meet biclogical performance standards.

Califomia Biofouling Management Plan requirements are as follows: developing and maintaining a Biofouling Management Plan, developing
and maintaining a Biofouling Record Book, mandatory biofouling management of the vessel's wetted surfaces, mandatory bicfouling
management for vessels that undergo an extended residency period (i.e. remain in the same location for 45 or more days). All vessel calling
at California water were required to submit the "Annual Marine Invasive Reporting Form" by October 1, 2017 and should have CA-Bicfouling
management plan after a vessel's first regularly scheduled out-of-water maintenance (i.e. dry dock) after January 1, 2018, or upon delivery
on or after January 1, 2018.
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New Zealand

New Zealand's Craft Risk Management Standard (or CRMS) requirements are based on the IMO's guidelines for the control and management
of ships’ biofouling to minimize the transfer of invasive aguatic species.

Marine pests and diseases brought in on vessel hulls (biofouling) are a threat to New Zealand's marine resources. From May 15, 2018, all
vessels arriving in New Zealand will need to have a clean hull. Vessels staying up to 20 days and only visiting designated ports (places of
first armrival) will be allowed a slight amount of biofouling. Vessels staying longer and visiting other places will only be allowed a slime layer
and goose barnacles.

Greenhouse Gas Regulation

In February 2005, the Kyoto Protocol to the United Nations Framework Convention on Climate Change (or the Kyoto Protocol) entered into
force. Pursuant to the Kyoto Protocol, adopting countries are required te implement national programs to reduce emissions of greenhouse
gases. In December 2009, more than 27 nations, including the United States, entered into the Copenhagen Accord. The Copenhagen Accord
is non-binding, but is intended to pave the way for a comprehensive, international treaty on climate change. In December 2015, the Paris
Agreement (or the Paris Agreement) was adopted by a large number of countries at the 21st Session of the Conference of Parties (commonly
known as COP 21, a conference of the countries which are parties to the United Nations Framework Convention on Climate Change; the
COP is the highest decision-making authority of this organization). The Paris Agreement, which entered into force on November 4, 2016,
deals with greenhouse gas emission reduction measures and targets from 2020 in order to limit the global temperature increases to well
below 2° Celsius above pre-industrial levels. Although shipping was ultimately not included in the Paris Agreement, it is expected that the
adoption of the Paris Agreement may lead to regulatory changes in relation to curbing greenhouse gas emissions from shipping.

IMO regulations imposing technical and operational measuras for the reduction of greenhouse gas emissions became effective in January
2013. In October 2016, the IMO adopted a mandatory data collection system under which vessels of 5,000 gross tonnages and above are
to collect fuel consumption and other data and to report the aggregated data so collected to their flag state at the end of each calendar year.
The new requirements entered into force on March 1, 2018. The IMO also approved a roadmap for the development of a comprehensive IMO
strategy on reduction of greenhouse gas emissions from ships with an initial strategy adopted on April 13, 2018 and a revised sirategy to be
adopted in 2023.

The EU also has indicated that it intends to propose an expansion of an existing EU emissions trading regime to include emissions of
greenhouse gases from vessels, and individual countries in the EU may impose additional requirements. The EU has adopted regulations
on the monitoring, reporting and verification (or MRV} of CO2 emissions from vessels (or the MRV Regulation), which entered into force on
July 1,2015. The MRY Regulation aims to quantify and reduce CO2 emissions from shipping and generally requires ship owners and operators
to annually monitor, report and verify CO2 emissions for vessels larger than 5,000 gross tonnage calling at any EU and EFTA (Norway and
Iceland) port. Data collection takes place on a per voyage basis and started January 1, 2018. The reported CO2 emissions, together with
additional data, such as carge and energy efficiency parameters, are to be verified by independent verifiers and sent to a central database,
managed by the European Maritime Safety Agency. To comply with the MRV Regulation, we have prepared an EU MRV monitering plan and
EU MRV monitoring template in line with legislative requirement. While the EU was considering a proposal for the inclusion of shipping in the
EU Emissions Trading System as from 2021 (in the absence of a comparable system operating under the IMO), it appears that the decision
to include shipping may be deferred until 2023.

In parallel to the EUJ MRV Regulation, the IMO has introduced a three-step approach, based on collecting and analyzing fuel consumption
data, before agreeing what further actions may be required to reduce greenhouse gas emissions from ships. The IMO data collection system
came into effect in March 2018.

In the United States, the EPA issued an "endangerment finding” regarding greenhouse gases under the Clean Air Act. While this finding in
itself does not impose any requirements on our industry, it authorizes the EPA to regulate directly greenhouse gas emissions through a rule-
making process. In addition, climate change initiatives are being considered in the United States Congress and by individual states. Any
passage of new climate control legislation or other regulatory initiatives by the IMO, the EU, the United States or cther countries or states
where we operate that restrict emissions of greenhouse gases could have a significant financial and operational impact on our business that
we cannot predict with certainty at this time.

Vessel Security

The ISPS was adopted by the IMO in December 2002 in the wake of heightened concem over worldwide terrorism and became effective on
July 1, 2004. The objective of ISPS is to enhance maritime security by detecting security threats to ships and ports and by requiring the
development of security plans and other measures designed to prevent such threats. Each of the existing vessels in our fleet currently complies
with the requirements of ISPS and Maritime Transportation Security Act of 2002 (U.S. specific requirements). Procedures are in place to
inform the relevant reporting regimes such as Maritime Security Council Horn of Africa (or MSCHOA), the Maritime Domain Awareness for
Trade - Gulif of Guinea (or MDAT-GoG), the Information Fusion Center (or /FC) whenever our vessels are calling in the Indian Ocean Region,
or West Coast of Africa (or WAC) or SE Asia high risk areas respectively. In order to mitigate the security risk, security arrangements are
required for vessels which travel through these high risk areas.

38

09.11.2021 kI 14:06 Brgnngysundregistrene Side 63 av 157



- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

C. Organizational Structure

Our sole general partner is Teekay Offshore GP L.L.C., which is owned 100% by Brookfield.

Please read Exhibit 8.1 to this Annual Report for a list of our subsidiaries as of December 31, 2019.
D. Properties

Other than our vessels and VOC plants mentioned above, we do not have any material property.
E. Taxation of the Partnership

United States Taxation

The following is a discussion of the expected material U.S. federal income tax considerations applicable to us. This discussion is based upon
provisions of the Code, legislative history, applicable U.S. Treasury Regulations (or Treastiry Regulations), judicial authority and administrative
interpretations, all as in effect on the date of this Annual Report, and which are subject to change, possibly with retroactive effect, or are
subject to different interpretations. Changes in these authorities may cause the tax consequences to vary substantially from the consequences
described below.

Election to be Taxed as a Corporation. We have elected to be taxed as a corporation for U.S. federal income tax purposes. As such, we are
subject to U.S. federal income tax on our income to the extent it is from U.S. sources or otherwise is effectively connected with the conduct
of a frade or business in the United States as discussed below.

Taxation of Operating Income. Based on our current operations, and the operations of our subsidiaries, a substantial portion of our gross
income is from sources outside the United States and not subject to U.S. federal income tax. However, certain of our activities give rise to
U.8. source income. Our U.S. source income generally is subject to U.S. federal income taxation.

For 2020, we do not expect that the U.S. federal income tax on our U.S. source income will be material based on the amount of U_S. source
income we earned for 2019. The amount of such tax for which we are liable in any year will depend upon the amount of income we eam from
voyages into or out of the United States in such year, however, which is not within our complete control.

Republic of the Marshall Islands Taxation

Because we and our controlled affiliates do not, and we do not expect that we and our controlled affiliates will, conduct business, operations,
or transactions in the Republic of the Marshall Islands, neither we nor our controlled affiliates are subject to income, capital gains, profits or
other taxation under current Republic of the Marshall Islands law, other than taxes, fines, or fees due to (i) the incorporation, dissolution,
continued existence, merger, domestication (or similar concepts) of legal entities registered in the Republic of the Marshall Islands, (ii) filing
certificates (such as cerfificates of incumbency, merger, or redomiciliation) with the Republic of the Marshall Islands registrar, (jii) obtaining
certificates of good standing from, or certified copies of documents filed with, the Republic of the Marshall Islands registrar, (iv) compliance
with Republic of the Marshall Islands law conceming books and records and vessel ownership, such as tennage tax, or (v) non-compliance
with economic substance regulations or with requests made by the Republic of the Marshall Islands registrar of corporations relating to our
books and records and the books and records of our subsidiaries. As a result, distributions by controlled affiliates to us are not subject to
Republic of the Marshall Islands taxation.

Other Taxation

We and our subsidiaries are subject to taxation in certain non-U.S. jurisdictions because we or our subsidiaries are either organized, or conduct
business or operations, in such jurisdictions. Tax laws in these or other jurisdictions may change or we may enterinto new business transactions
relating to such jurisdictions, which could affect our tax liability. Please read "ltem 18 — Financial Statements: Note 13 — Income Taxes".

Item 4A. Unresolved Staff Comments

Not applicable.
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Item 5. Operating and Financial Review and Prospects

The following discussion should be read in conjunction with the financial statements and notes thereto. Please read ltem 18 - Financial
Statements.

Management’s Discussion and Analysis of Financial Conditions and Results of Operations
OVERVIEW

We are a leading intemational midstream services provider to the offshore oil industry, focused on the ownership and operation of critical
infrastructure assets in offshore oil regions of the North Sea, Brazil and the East Coast of Canada. We were formed as a Republic of the
Marshall Islands limited partnership in August 2006 by Teekay Corporation (NYSE: TK), a portfolic manager and project developer in the
marine midstream market. In September 2017, affiliates of Brookfield Business Partners L.P. (NYSE: BBU) (TSX: BBU.UN) purchased from
an affiliate of Teekay Corporation a 49% interestin our general partner and purchased additional common units, representing an approximately
60% interest in our total common units cutstanding, and certain warmants to purchase additional common units from us.

In July 2018, Brookfield, through an affiliate, exercised its option o acquire an additional 2% interest in our general partner from an affiliate
of Teekay Corporation. In May 2019, Brookfield purchased Teekay Corporation's remaining interest in us, which increased Brookfield's
ownership to a 100% interest in our general partner and approximately 73% of our outstanding commeoen units. In October 2019, we announced
that we entered into a merger agreement, pursuant to which Brookfield agreed to acquire all of the outstanding publicly held commoen units
representing limited partner interests in us not already owned by Brookfield. In January 2020, Brookfield completed the acquisition by merger
of all of the outstanding publicly held and listed common units representing our limited partner interests held by parties other than Brookfield
(please see "Significant Developments - Brookfield Merger" below).

We currently operate shuttle tankers, FPSO units, FSO units, a UMS and long-distance towage and offshore installation vessels. As at
December 31, 2019, our fleet consisted of 34 shuttle tankers (including seven newbuildings which are scheduled for delivery through 2022,
two chartered-in vessels and one HiLoad DFP unit), eight FPSO units, five FSO units, ten long-distance towage and offshore installation vessels
and one UMS. Our interests in non-chartered-in vessels range from 50% to 100%.

Our near-to-medium term business strategy is primarily to focus on extending contracts and redeploying existing assets on long-term charters,
repaying or refinancing scheduled debt obligations and pursuing additional growth projects. Despite the weakness in the global energy and
capital markets in recent years, our operating cash flows have increased, supported by a large and well-diversified portfolio of fee-based
contracts, which primarily consist of medium-to-long-term contracts with high-quality counterparties.

Although global crude oil and gas prices have experienced moderate recoveries since falling from the highs of mid-2014, prices have not
returned to those same highs and remain volatile due to global and regicnal geopolitical, economic and strategic risks and changes. This has
affected the energy and capital markets and may also result in our vessels being employed on customer contracts that are cancellable or the
failure of customers to exercise charter extension options, potentially resulting in increased off-hire for affected vessels. Conversely, we expect
that a continuation of lower cil prices will motivate charterers to use existing FPSO units on new projects, given their lower cost relative to a
newbuilding unit. Our operational focus over the short-term is to focus on extending contracts and the redeployment of our assets that are
scheduled to come off charter over the next few years.

Our long-term growth strategy focuses on expanding our fleet of shutile tankers and FPSO units under medium-to-ong term charter contracts.
Over the long-term, we intend to continue our practice of primarily acquiring vessels as needed for approved projects only after the medium-
to-long-term charters for the projects have been awarded to us, rather than ordering vessels on a speculative basis. We have entered and
may enter into joint ventures and partnerships with companies that may provide increased access to such charter opportunities or may engage
in vessel or business acquisitions. We seek to leverage the expertise, relationships and reputation of Brookfield to pursue these growth
opponrtunities in the offshore sectors and may consider other opportunities to which our competitive strengths are well suited.

SIGNIFICANT DEVELOPMENTS

Brookfield Merger

In May 2019, we received an unsolicited non-binding propesal from Brookfield to acquire all issued and outstanding publicly held common
units representing limited partnership interests of us that Brookfield did not already own in exchange for $1.05 in cash per common unit. The
Conflicts Committee of our general partner, consisting only of non-Brookfield affiliated directors, evaluated the proposed offer on behalf of
the owners of the non-Brookfield owned limited partnership interests, and on October 1, 2019, we anncunced that we entered into a Merger
Agreement. On January 22, 2020, Brookfield completed its acquisition by merger of all of the outstanding publicly held and listed common
units representing our limited partner interests held by unaffiliated unitholders pursuant to the Merger Agreement among us, our general
partner and certain members of Brookfield.

Under the terms of the Merger Agreement, a newly formed subsidiary of Brookfield merged with and into us, with us surviving as a wholly
owned subsidiary of Brookfield and our general partner and common units held by unaffiliated unitholders were converted into the right to
receive $1.55in cash per common unit, other than common units held by unaffiliated unitholders who elected to receive the equity consideration
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described below. As an alternative to receiving the cash consideration, each unaffiliated unitholder had the option to elect to forego the cash
consideration and instead receive one of our newly designated unlisted Class A common unit per common unit. The Class A commoen units
are economically equivalent to the common units held by Brookfield following the Merger, but have limited voting rights and limited transferability.

As aresult of the Merger, Brookfield owns 100% of the Class B common units, representing approximately 98.7% of our outstanding common
units. All of the Class A common units, representing approximately 1.3% of our outstanding commoen units as of the closing of the Merger, are
held by the unaffiliated unitholders who elected to receive the equity consideration in respect of their common units. Pursuant to the terms of
the Merger Agreement, our outstanding preferred units were unchanged and remain outstanding following the Merger.

Financing

In October 2019, a subsidiary of ours, Teekay Shuttle Tankers L.L.C., placed $125 million of senior unsecured green bonds due in October
2024. The green bonds bear interest at a rate of three-months LIBOR plus 6.50%. We expect to use the proceeds from the bonds to partially
fund four LNG-fueled shuttle tanker newbuildings, two of which were delivered to us in early-2020, and the remaining of which are currently
under construction with expected deliveries through 2021.

In October 2019, we secured a $100 million bridge loan to provide pre- and post-delivery financing for a shuttle tanker newbuilding to operate
on the East Coast of Canada (see "--Shuttle Tanker Newbuildings" below). The bridge loan matures in August 2022. The debt facility bears
interest at a rate of LIBOR plus 2.50% until March 2020 and increases by 25 basis points per quarter thereafter. We intend to refinance the
bridge loan into the existing East Coast Ganada shuttle tanker financing secured by the three vessels in operation. The facility remains
undrawn.

In September 2019, we entered into a sale and leaseback transaction with a third-party that will: provide pre-delivery financing for two shuttle
tanker newbuildings cumrently under construction; provide for the purchase of the vessels from us for an adjustable purchase price of $107
million per vessel upon their expected deliveries in late-2020 and early-2021, respectively; and provide for the charter of the vessels back to
us for ten years, at which point the vessels will be sold back to us. The pre-delivery financing bears interest at a fixed rate of 5.5%, while the
post-delivery sale and leaseback transaction is based on an interest rate of LIBOR plus 2.85%.

In September 2019, we completed a $120 million U.S. private placement of 7.107% senior bonds, to be used for general corporate purposes.
The bonds reduce over time with semi-annual payments and are due in September 2027.

In September 2019, we amended an existing loan agreement secured by the Arendal Spirit UMS to remove a mandatory prepayment clause
under which the outstanding balance was due on September 30, 2019. The modified debt facility now matures in February 2023.

In September 2019, we extended the maturity date of an existing unsecured revolving credit facility provided by Brookfield, which provides
for borrowings of up to $125 million. The amended revolving credit facility matures on October 1, 2020 and bears interest at a rate of LIBOR
plus a margin of 7.0% on any drawn amount during the extended term.

In September 2019, Teekay Shuttle Tankers L.L.C. amended its $250 millicn fixed rate bond agreement to remove a change of control clause
in the event of a delisting of cur common units. The bonds will be repaid at 101% of par value, rather than 100%, when maturing in August
2022.

In August 2019, we completed a $26 million refinancing of an existing term loan secured by the Suksan Salamander FSO unit, which extended
the maturity from August 2019 to August 2022. The new credit facility bears interest at LIBOR plus a margin of 2.90%.

In July 2019, the remaining $75 million principal amount of our outstanding five-year 6.0% senior unsecured bonds matured and was repaid
by drawing $75 millicn under the existing unsecured revolving credit facility provided by Breokfield. At December 31, 2019, the credit facility
provided by Brockfield had an undrawn balance of $105 million.

In May 2019, we secured a $450 million revolving credit facility secured by 16 shuttle tankers. The facility was used to refinance an existing
revolving credit facility dated September 2017, which bore interest at LIBOR plus a margin of 3.00% and was scheduled to mature in 2022.
The new revolving credit facility bears interest at LIBOR plus 2.50% and matures in 2024.

In April 2019, we secured a term loan facility totaling $414 millicn related to the first four of our seven shuttle tanker newbuildings. The term
loan bears interest at LIBOR plus 2.25%, except for one tranche, which is fixed at 4.55%. The term loan reduces over time with semi-annual
payments for each of the four shuttle tanker newbuildings and matures in 2032. Each of our subsidiaries that own the four shuttle tanker
newbuildings has guaranteed a portion of the term loan relating to the applicable vessel. We drew on this facility in early-May 2019.

In April 2019, we completed a $100 millicn refinancing of a revolving credit facility related to the Piranema Spint, Voyageur Spirit and Petrojart
Varg FPSO units. The revolving credit facility reduces with quarterly repayments and provides for a final balloon payment of $45 million in
2022. The previous credit facility matured at the same time with a final balloon payment of $35 million. We drew on this facility in late-April
2019. The revolving credit facility bears interest at LIBOR plus 3.00%.

Rebranding as Altera Infrastructure

In January 2020, following the closure of the Merger, we announced that we intend to change our name in due course to Altera Infrastructure
L.P. and, effective from March 24, 2020, to rebrand the consoclidated group of companies under the new umbrella of Altera Infrastructure.
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Board of Directors Changes

In January 2020, we announced that David L. Lemmon retired from his position as a member of the board of directors of our general partner,
and as a member of the audit committee, compensation committee and conflicts committee. MrLemmon was replaced on the audit committee
by Bill Utt, the Chairman of the board of directors of our general pariner.

In January 2020, we announced that Kenneth Hvid will retire from his position as a member of the board of directors of our general partner
on June 17, 2020.

In July 2019, Brockfield appointed Gregery Morrison as a member of the board of directors of our general partner, replacing Walter Weathers,
who was appointed by Brockfield in September 2017.

In March 2019, Teekay Corporation appointed Mr. William L. Transier as a member of the board of directers of our general partner, 2 member
of the conflicts committee and Chairman of the audit committee of our general partner, replacing Mr. John J. Peacock, who was appointed in
2006 and resigned concurrently with Mr. Transier's appointment.

Shuttle Tanker Newbuildings

In January and February 2020, we took delivery of the first two of the six E-Shuttle tanker newbuildings, the Aurora Spint and the Rainbow
Spirit, respectively. The vessels were constructed based on our Shuttle Spirt design, which incorporates technolegies intended to increase
fuel efficiency and reduce emissions, including LNG fuel and recovered VOC as secondary fuel, as well as battery packs for flexible power
distributicn and blackout prevention. The vessels will commence operations under an existing master agreement with Equinor in the North
Sea.

In August 2019, we entered into a shipbuilding contract with Samsung Heavy Industries Co. Ltd. to construct a shuttle tanker for an estimated
aggregate fully built-up cost of approximately $130 million. The shuttle tanker newbuilding, together with three existing vessels, is expected
to operate under the existing contracts with a group of oil companies to provide shuttle tanker services for oil preduction on the East Coast
of Canada. The vessel is expected to be delivered to us in early-2022.

Sale of Vessels

In January 2020, we deliverad the 1999-built Navion Hispania shuttle tanker to its buyer for green recycling and received total proceeds of
approximately $7 million, which was the approximate carrying value of the vessel.

In January 2020, we delivered the 1999-built Stena Sirita shuttle tanker to its buyer for green recycling and received total proceeds of
approximately $6 million, which was the approximate carrying value of the vessel.

In April2019, we delivered the 1998-built Alexita Spirit shuttle tanker toits buyer for greenrecycling and received total proceeds of approximately
$9 million and recorded a gain on the sale of the vessel of approximately $1 million during the second quarter of 2019.

In April 2019, we delivered the 2001 -built Nordic Spirit shuttle tanker to its buyer for green recycling and received total proceeds of approximately
$9 million and recorded a gain on the sale of the vessel of approximately $1 million during the second quarter of 2019.

In April 2019, we delivered the Pattani Spirit FSO unit to its buyer for continued operaticns for total proceeds of approximately $16 millicn and
recorded a gain on the sale of the vessel of approximately $11 million during the second guarter of 2019.

Termination of Cheviot Field Agreement

In June 2019, we announced that an agreement with Alpha Petroleum Resources Limited (or Alpha) relating to the use of the Petrojarf Varg
FPSO unit was terminated as a result of Alpha being unable to satisfy certain conditions precedent, including Alpha providing initial funding
to cover life extension and upgrade costs, by the contractual deadline. We are currently pursuing alternative deployment opportunities for the
Petrojari Varg FPSO unit.

Dispute Resolutions

In September 2019, the arbitration hearing relating to claims brought against us by the charterer of the Petrojar/ Knarr FPSO unit seeking a
reduced purchase price option and certain liquidated damages, concluded. The claim relating to the charterers right to purchase the FPSO
at a 20% purchase price discount was denied; however, liquidated damages were awarded to the charterer of the unit, partially offset by
damages awarded to us in respect of counterclaims brought against the charterer for their actions. Interest was applied to the awarded
amounts resulting in a payment obligation of approximately $25 million, which was settled by us in October 2019.

In September 2019, we resolved an existing dispute with a shipyard, relating to the completion of the conversion of the Randgrid FSO unit

and in respect of amounts the shipyard claimed to be cwed under disputed variation orders in the amount of approximately $100 million. We
made a payment of approximately $22 million in October 2019 in full and final settlement of these claims.
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Norwegian Investigation

In January 2020, @kokrim (the Norwegian National Authority for Investigation and Prosecution of Economic and Environmental Crime) and
the local Stavanger police raided the premises of our subsidiary Teekay Shipping Norway AS in Stavanger, Norway, based on a search and
seizure warrant issued pursuant to suspected violations of Norwegian pollution and export laws in connection with the export of the Navion
Britannia shuttle tanker from the Nerwegian Continental Shelf in March 2018. Although we have not identified any such viclations and deny
the charges, we continue to evaluate any potential liabilities with our advisors.

Our Contracts and Charters

Our primary source of revenues is chartering our vessels and offshore units to our customers. We utilize five primary forms of contracts,
consisting of FPSO contracts, CoAs, time-charter contracts, bareboat charter contracts and voyage charter contracts.

FPSO contracts are generally long-term, fixed-rate contracts, which may also include variable consideration components in the form of expense
adjustments or reimbursements, incentive compensation and penalties such as an allowance for us to be compensated for increases in our
costs to operate the unit during the term of the contract in the form of annual hire rate adjustments for changes in inflation indices or foreign
currency rates, or in the form of cost reimbursements for vessel operating expenditures incurred. We may alsc eam additional compensation
from pericdic production tariffs, which are based on the volume of oil produced, the price of cil, as well as other monthly or annual operational
performance measures. During pericds in which production on the FPSO unit is interrupted, penalties may alsoc be imposed.

CoAs are priced based on the pre-agreed terms in the agreement for whereby an agreed quantity of cargo is transported over a specified
trade route within a given period of time. CoAs typically include the lease of the vessel to the charterer as well as the operation of the vessel,
and are satisfied as services are rendered over the duration of the voyage, as measured using the time that has elapsed from commencement
of the voyage. In addition, any expenses that are unique to a particular voyage, including any bunker fuel expenses, port fees, cargo loading
and unloading expenses, canal tolls, agency fees and commissions (or, collectively, voyage expenses), are our responsibility.

Time charters, whereby vessels or FSO units that we operate and are responsible for crewing, are chartered to custemers for a fixed period
of time at rates that are generally fixed, but may contain a variable component based on expense adjustments due to changes in inflation
indices, interest rates or current market rates or in the form of cost reimbursements for vessel operating expenditures or drydocking
expenditures. Additionally, voyage expenses are the responsibility of the customer.

Bareboat charters, whereby customers charter vessels or FSO units for a fixed period of time at rates that are generally fixed, but the customers
are responsible for the operation and maintenance of the vessels with their own crew as well as any expenses unigue to a particular voyage,
including all voyage expenses.

Voyage charters, which are charters for a specific voyage and are generally for shorter intervals that are priced on a current, or “spot,” market
rate. In addition, voyage expenses are our responsibility.

We also generate revenues from the operation of VOC systems on certain of our shuttle tankers, and the management of certain vessels on
behalf of the owners or charterers of these assets.

The table below illustrates the primary distinctions among these types of charters and contracts:

FPSO Contracts A(f:f‘r):ing;g:ﬂ Time Charter B(?I:Z?t?;t Voyage Charter
Typical contract length Loeng-term One yearormore  One year or more One year or more  Single voyage
Hire rate basis Daily Typically daily Daily Daily Varies
Voyage expenses ¥ Not applicable We pay Customer pays Customer pays We pay
Vessel operating expenses We pay We pay We pay Customer pays We pay
Off hire Not applicable Customer typically  Varies Customer Customer does not
does not pay typically pays pay
Shutdown © Varies Not applicable Not applicable Not applicable Not applicable

(1) Under a consecutive voyage charter, the customer pays for idle time.
{2) “Hire rate” refers to the basic payment from the charterer for the use of the vessel.

(3) Voyage expenses are all expenses unique to a particular voyage, including any bunker fuel expenses, port fees, carge loading and unloading expenses,
canal tolls, agency fees and commissions.

(4) “Off hire" refers to the time a vessel is not available for service.
{5) "Shutdown"” refers to the time production services are not available.
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Important Financial and Operational Terms and Concepts

We use a variety of financial and operational terms and concepts. These include the following:

Revenues. Revenues primarily include revenues from FPSO contracts, CoAs, time charters, bareboat charters, voyage charters and
management fees. Revenues are affected by charter hire rates, the number of days a vessel operates and the daily production volume and
the price of oil, as well as other monthly or annual operational performance measures, on FPSO units. Revenues are also affected by the
mix of business between FPSO contracts, CoAs, time charters, bareboat charters and voyage charters. Hire rates for voyage charters are
more volatile, as they are typically tied to prevailing market rates at the time of a voyage.

Voyage Expenses. 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. Voyage expenses are typically paid by the customer under time
charters and bareboat charters and by the shipowner under CoAs and voyage charters. Voyage expenses are typically added to the hire rates
at an approximate cost.

Net Revenues. Net revenues represent revenues less voyage expenses incurred by us. Because the amount of voyage expenses we incur
for a particular charter depends upon the type of charter, we use net revenues to improve the comparability between periods of reported
revenues that are generated by the different types of charters. We principally use net revenues, a non-GAAP financial measure, because it
provides more meaningful information to us about the deployment of our vessels and their performance upon time charter equivalent (or TCE})
rates, than revenues, the most directly comparable financial measure under U.S. generally accepted accounting principles (or GAAP).

Vesse! Operating Expenses. Under all types of charters and contracts for our vessels, except for bareboat charters, we are responsible for
vessel operating expenses, which include crewing, repairs and maintenance, ship management services, insurance, stores, lube cils and
communication expenses. The two largest components of our vessel operating expenses are crew costs and repairs and maintenance. The
strengthening or weakening of the U.S. Dollar relative o foreign currencies may result in significant decreases or increases, respectively, in
our vessel operating expenses.

Time-Charter Hire Expenses. Time-charter hire expenses represent the cost to charter-in a vessel for a fixed period of time.

Operating Income. To assist us in evaluating operations by segment, we analyze the income we receive from each segment after deducting
operating expenses, but prior to the deduction of interest expense, interest income, income taxes, realized and unrealized gain or loss on
derivative instruments, equity income, foreign currency exchange gain or loss, losses on debt repurchases and other income (expenses) -
net.

Dry docking. We must periodically dry dock our shutlle tankers and towage and offshore installation vessels for inspection, repairs and
maintenance and any modifications to comply with industry certification or governmental requirements. UMS, FSO and FPSO units are
generally not dry docked; however, we may dry dock FSO units if we desire to qualify them for shipping classification. Generally, we dry dock
each of our shuttle tankers and towage and offshore installation vessels every two and a half to five years, depending upon the type of vessel
and its age. We capitalize a substantial portion of the costs incumred during dry docking and amortize those costs on a straight-line basis from
the completion of a dry docking over the estimated useful life of the dry dock. Included in capitalized dry docking are costs incurred as part
of the dry docking to meet regulatery requirements, or expenditures that either add economic life to the vessel, increase the vessel’s eaming
capacity or improve the vessel's operating efficiency. We expense costs related to routine repairs and maintenance performed during dry
docking that do not improve operating efficiency or extend the useful lives of the assets, and for annual class survey costs on our FPSO units
or our UMS. The number of dry dockings undertaken in a given period and the nature of the work performed determine the level of dry-docking
expenditures.

Depreciation and Amortization. Depreciation and amortization expense typically consists of: charges related to the depreciation of the
historical cost of our fleet (less an estimated residual value) over the estimated useful lives of the vessels or equipment; and charges related
to the amortization of dry-docking expenditures over the estimated useful life of the dry docking.

Calendar-Ship-Days. Calendar-ship-days are the total number of calendar days that our vessels were in our possession during a period.
We use calendar-ship-days primarily to highlight changes in vessel operating expenses, time-charter hire expense and depreciation and
amortization. Calendar-ship days are based on our owned and chartered-in fleet, including vessels owned by our 50% and 89% owned
subsidiaries, but excluding vessels owned by our 50% owned investments in equity-accounted joint ventures.

Items You Should Consider When Evaluating Our Results

You should consider the following factors when evaluating our historical financial performance and assessing our future prospects:

. The size of and types of vessels in our fleet continues to change. Our results of operations reflect changes in the size and composition
of our fleet due to certain vessel deliveries and vessel dispositions. Please read “Results of Operations” below for further details about
vessel dispositions and deliveries. Due to the nature of our business, we expect our fleet to continue to fluctuate in size and composition.

. The timing of completion of charter contracts and the redeployment of FPSO units. FPSO units are specialized vessels that have
very limited altemative uses and require substantial capital investments prior to being redeployed to a new field and production service
contract. Upon the completion of existing charter contracts, FPSO units may remain idle for a period of time until new redeployment
opportunities arise, and, at which point, substantial capital upgrades may be required prior to the FFSO unit commencing a new charter
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contract. One of our FPSO production service contracts will expire in 2020 and, unless extended, a contract will expire in 2021 and a
further two contracts will expire in 2022. Any idle time prior to the commencement of a new contract may have an adverse effect on our
operating results.

*  Our financial results are affected by fluctuations in currency exchange rates. Under GAAP, all foreign cumency-denominated
monetary assets and liabilities (such as cash and cash equivalents, restricted cash, accounts receivable, accounts payable and deferred
income taxes) are revalued and reported based on the prevailing exchange rate at the end of the period. Fluctuations in the value of the
Norwegian Krone, British Pound, Euro, Australian Dollar, Canadian Dollar or Brazilian Real relative to the U.S. Dollar, may result in
increased or decreased vessel operating and general and administrative expenses if the strength of the U.S. Dollar declines orincreases,
respectively, relative to the applicable currency. We periodically enter into foreign currency forward contracts to hedge portions of these
forecasted expenditures.

*  Our operations are seasonal and our financial results vary as a consequence of dry dockings. Historically, the utilization of FPSO
units and shuttle tankers in the North Sea is higher in the winter months, as favorable weather conditions in the summer months provide
oppeortunities for repairs and maintenance to our vessels, units and to offshore oil platforms. Downtime for repairs and maintenance
generally reduces oil production and, thus, transportation requirements. In addition, we generally do not earn revenue when our vessels
are in scheduled and unscheduled dry docking. Four shuttle tankers are scheduled for dry docking in 2020. From time to time, unscheduled
dry dockings may cause additional fluctuations in our financial results.

=  We do not control access to income generated by our investments in equity-accounted joint ventures. We do not have control
over the operations of, nor do we have any legal claim to the revenue and expenses of our investments in, our equity-accounted joint
ventures. Conseqguently, the income generated by our investments in equity-accounted joint ventures may not be available for use by us
in the period that such income is generated

We manage our business and analyze and report our results of operaticns on the basis of our six business segments: the FPSO segment,
the shuttle tanker segment, the FSO segment, the UMS segment, the towage and offshore installation vessels segment, and the conventional

tanker segment, each of which are discussed below. Due to the redelivery of in-chartered conventional tankers in 2019, we no longer have
a conventional tanker segment.

Consolidated Results of Operations
Year Ended December 31, 2019 versus Year Ended December 31, 2018

The following table presents certain of our consoclidated operating results for the years ended December 31, 2019 and 2018:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages and per unit data} 2019 2018 % Change
GAAP:
Revenues 1,268,000 1.416.424 (10.5)
Operating (loss) income (91,037) 111,737 (181.5)
Net loss (350,895) (123,945) 183.1
Limited partners' interest:
Net loss (378,770) (147.141) 157.4
Net loss per:
Common unit - basic (0.92) (0.36) (155.6)
Common unit - diluted (0.92) (0.36) (155.6)
Non-GAAP:
EBITDA™ 206,909 466,799 (55.7)
Adjusted EBITDA™ 671,898 782,521 (14.1)

(1) EBITDA and Adjusted EBITDA are non-GAAP financial measures. Please see "Non-GAAP Financial Measures" below for definitions of these measures
and for reconciliations of them with net loss, the most directly comparable financial performance measure calculated and presented in accordance with
GAAP.

Revenues. Revenues decreased by $148 millicn, or 10.5%, for 2019 compared to 2018, primarily due to a $91 millicn setflement agreement
with Petréleo Brasileiro S.A. and certain of its subsidiaries (or Petrobras)in 2018, a $33 million decrease in 2019 due to reduced charter rates
under the Piranema Spirit FPSO contract extension and a decrease in the amortization of an in-process revenue contract and a $30 million
decrease due to the completion of the Ostras FPSO charter contract in March 2019.

Operating (loss} income. Operating loss increased by $203 million, or 181.5%, for 2019 compared to 2018, primarily due to the $91 million
settlement agreement with Petrobras in 2018, a further $26 million decrease in eamings in our operating segments in 2019, primarily related
to our FPSO segment (please see "Results by Segment” below) and a $109 million increase in the net write-down of vessels in 2019, partially
offset by a $23 million decrease in depreciation and amoertizaticn due to the sale of vessels during 2018 and 2019.
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Net loss. Net loss increased by $227 million, or 183.1%, for 2019 compared to 2018, primarily due to the $203 miillion increase in operating
loss and a $98 million increase in realized and unrealized losses on derivative instruments, partially offset by the absence in 2019 of $55
million of losses on debt repurchases and a $15 million decrease in income tax expense.

Adjusted EBITDA. Adjusted EBITDA decreased by $111 million, or 14.1%, for 2019 compared to 2018, primarily due to the $91 million
settlement with Petrobras in 2018 and a $54 million decrease in earnings in our FPSO segment in 2019, partially offset by a $35 million
increase in eamings in our other operating segments in 2019, (please see "Results by Segment" below).

Results by Segment
Certain results of our six business segments are discussed below.

Effective for periods commencing on or after January 1, 2019, management and the chief operating decision maker has changed their primary
measure for evaluating segment performance from income from vessel operations to Adjusted EBITDA, which measure is included in the
segment discussions below. Adjusted EBITDA has also been presented for the year ended December 31, 2018 to maintain comparability of
segment performance between the periods presented below. Please see “Item 18 - Financial Statements: Note 4 - Segment Reporting” for
the definition of Adjusted EBITDA and for additional information.

FPSO Segment

As at December 31, 2019, our FPSO fleet consisted of the Petrojari Knarr, the Petrojari Varg, the Rio das Ostras, the Piranema Spirit, the
Voyageur Spirit, and the Petrgjari | FPSO units, all of which we own 100%, and the [tajai and the Libra FPSO units, of which we own 50%
through our jeint ventures with Ocyan S.A. (or Ocyan). The Petrojari Varg and the Rio das Ostras FPSO units are currently in lay-up and as
at December 31, 2019, the Rio das Ostras FPSO unit was classified as held for sale. We also provide management services for three FPSO
units owned by certain subsidiaries of Teekay Corporation.

FPSO units provide production, processing and storage services to oil companies operating offshore oil field installations. These services are
typically provided under long-term, fixed-rate contracts, some of which also include certain incentive compensation or penalties based on the
level of oil production, the price of oil and other operational measures. Historically, the utilization of FPSO units and other vessels in the North
Sea, where the Petrojar! Knarr and Yoyageur Spirit FPSO units operate, is higher in the winter months, as favorable weather conditions in
the summer months provide opportunities for repairs and maintenance to our units and the offshore oil platferms, which generally reduces
oil production. The Petrofari { FPSO0 unit operates under a charter rate profile with a lower day rate during the first 18 months of production,
which ended in November 2019. Since November 2019 and during the final three and a half years of the contract, the charter contract has
increased to a higher day rate plus an oil price and production tariff. We have accounted for the fixed daily charter rate on a straight-line basis
over the duration of the charter contract. The strengthening or weakening of the U.S. Dollar relative to the NOK, Brazilian Real, and British
Pound may result in significant decreases or increases, respectively, in our revenues and vessel operating expenses, since significant
components of revenues are eamed and vessel operating expenses are incurred in these currencies for our FPSO units.

The following table presents certain of the FPS0 segment’s operating results for 2019 and 2018:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
Revenues 482,658 533,186 (7.6)
Vessel operating expenses (227.873) (214,623) 6.2
General and administrative!” {40,846) (34,052) 20.0
Restructuring charge — (1.520) (100.0)
Adjusted EBITDA from equity-accounted joint ventures'® 97,849 92,637 586
Adjusted EBITDA 321,788 375,628 (14.3)
Depreciation and amortization T (145,935) = (145451) 0.3
Write-down of vessels (227,382) (180,200) 26.2

{1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the FPSO segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

(2) Adjusted EBITDA from equity-accounted vessels represents our proportionate share of Adjusted EBITDA from equity-accounted vessels. See the discussion
under “Other Operating Results” below.

Revenues. Revenues decreased by $41 million for 2019 compared to 2018, primarily due to:

« adecrease of $33 million due to the Piranema Spirit FPSO unit operating at a reduced charter rate under its charter contract extension
and a decrease in the amortization of an in-process revenue contract;

. a decrease of $30 million due to the completion of the charter contract of the Rio das Ostras FPSO unit in March 2019; and
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= adecrease of $14 millicn primarily due to the outcome of final arbitration during 2019 relating to a claim by the charterer of the Petrojar!
Knarr FPSO unit;

partially offset by
» anincrease of $30 million due the commencement of the charter contract of the Petrojarf I FPSO unit in May 2018; and

» anincrease of $6 millicn due to the timing of recognition of revenues related to the Petrojar! Yarg FPSO unit front end engineering design
(or FEED) studies and the Cheviot field agreement.

Adjusted EBITDA. Adjusted EBITDA decreased by $54 million for 2019 compared to 2018, primarily due to:
. a decrease in revenues of $41 million as described above;

= anincrease in vessel operating expenses of $10 million due to the commencement of the charter contract of the Petrojar! | FPSO unit
in May 2018;

= anincrease in general and administrative expenses of $7 million (see the discussion under “Other Operating Results” below); and

= anincrease in vessel operating expenses of $6 million due to the timing of recognition of expenses related to the Petrojar! Varg FPSO
unit FEED studies and the Cheviot field agreement;

partially offset by
* anincrease in earnings of $5 millicn from equity-accounted joint ventures (see the discussicn under “Other Operating Results” below).

Write-down of vessels. Write-down of vessels of $227 million for 2019 primarily includes the write-down of one FPSO unit, as a result of a
reassessment of the future redeployment assumptions for the unit.

Write-down of vessels of $180 million for 2018 includes write-downs of the Piranema Spirit and Rio das Ostras FPSO units, as a result of a
reassessment of the future redeployment assumptions for both units.

Shuttie Tanker Segment

As at December 31, 2019, our shuttle tanker fleet consisted of 26 vessels that operate under fixed-rate contracts of affreightment (or CoAs),
time charters and bareboat charters, seven shuttle tanker newbuildings which are expected to deliver from early-2020 through early-2022,
and the HiLoad DP unit, which is currently in lay-up. Of these 34 shuttle tankers, four are owned through 50%-owned subsidiaries and two
were chartered-in. The remaining vessels are owned 100% by us. In early-2020, we sold two shuttle tankers which were previously in lay-up
and we took delivery of two shuttle tanker newbuildings. All of our operating shuttle tankers, with the exception of two shuttle tankers that are
currently trading as conventional tankers and the HiLoad DP unit, provide transportation services to energy companies in the North Sea,
Brazil and the East Coast of Canada. Our shuttle tankers occasionally service the conventional spot tanker market and we occasionally
charter-in shuttle tankers in the spot market. The strengthening or weakening of the U.S. Dollar relative to the NOK, Euro and Brazilian Real
may result in significant decreases or increases, respectively, in our vessel operating expenses, as significant components of revenues are
earned and vessel operating expenses are incurred in these cumrencies for our shuttle tankers.

A shutlle tanker is a specialized ship designed to fransport crude cil and condensates from offshore il field installations to onshore terminals
and refineries. Shuttle tankers are equipped with sophisticated Ioading systems and dynamic positicning systems that allow the vessels to
load cargo safely and reliably from oil field installations, even in harsh weather conditions. Shutle tankers were developed in the North Sea
as an alternative to pipelines.

The following table presents certain of the shuttle tanker segment’s operating results for 2019 and 2018, and compares its net revenues
(which is a non-GAAP financial measure) for 2019 and 2018, to revenues, the most directly comparable GAAP financial measure, for the
same years. The following table alsc provides a summary of the changes in calendar-ship-days by owned and chartered-in vessels for the
shuttle tanker segment:
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Year Ended December 31,

(in thousands of U.S. Dollars, except calendar-ship-days and percentages) 2019 2018 % Change
Revenues 549,687 636,413 (13.6)
Voyage expenses (86,519) (109,796) (21.2)
Net revenues 463,068 526,617 (12.1)
Vessel operating expenses (126,433) (149,226) (15.3)
Time-charter hire expenses (40,108) (36,421) 10.1
General and administrative! (20,788) (21,763) 4.5)
Adjusted EBITDA atfributable to non-controlling interests®® (10,864) (15,593) (30.3)
Adjusted EBITDA 264,875 303,614 (12.8)
Depreciation and amortization (134,322) (155,932) (13.9)
(Write-down) and gain on sale of vessels (948) (43,155) (97.8)
Calendar-Ship-Days

Owned Vessels 9,345 10,329 (9.5)

Chartered-in Vessels 787 735 71

Total 10,132 11,064 (8.4)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the shuttle tanker segment based on
estimated use of corporate resources). See the discussion under "Other Operating Results” below.

(2) Adjusted EBITDA attributable to non-controlling interests represents the non-controlling interests' proportionate share of Adjusted EBITDA from our
consolidated joint ventures.

Net revenues. Net revenues decreased by $64 million for 2019 compared to 2018, primarily due to:

» adecrease of $55 million due to a seftlement agreement with Petrobras in relation to the previously-terminated charter contract of the
Hil oad DP unit recorded in 2018;

= adecrease of $18 million relating to the re-deliveries to us of certain vessels during 2018 and 2019 and subsequent sales (cffset in vessel
operating expenses, as indicated below); and

»  adecrease of $9 millicn due to lower project revenue;

partially offset by

» anincrease of $17 million due to the timing of dry-decking of vessels; and

» anincrease of $4 million due to higher CoA utilization and rates

Adjusted EBITDA. Adjusted EBITDA decreased by $39 million for 2019 compared to 2018, primarily due to the net decrease in revenue of
$64 million, as described above, partially offset by a decrease in vessel operating expenses of $19 million relating to the re-deliveries to us
of certain vessels during 2018 and 2019 and the subseguent sales, which includes non-recurring redelivery and lay-up expenses.

Depreciation and amortization. Depreciation and amortization expense decreased for 2019 compared to 2018, primarily due to the sale of
three vessels during 2018 and two vessels during 2019.

(Write-down} and gain on sale of vesseis. (Write-down) and gain on sale of vessels of (343) million for 2018 includes a $19 million write-down
of the HiLoad DP unit as a result of a change in the operating plans for the vessel, a $15 million write-down of the Nordic Spirit shuttle tanker
and a $15 million write-down of the Stena Spirit shuttle tanker as a result of their charter contract expirations during 2018 and a change in
the operating plans for these vessels, partially offset by a $3 million gain on the sale of the Navion Scandia shuttle tanker during 2018 and a
$3 million gain on the sale of the Navion Britannia shuttle tanker during 2018.

The average size of our owned shutile tanker fleet decreased for the year ended 2019 compared to 2018 primarily due to the sales of the Alexita
Spirit and Nordic Spint during 2019 and the Stena Spint, Navion Scandia and Navion Britannia during 2018. Seven shuttle tanker newbuildings
have been excluded from calendar-ship-days, as none of these vessels were yet delivered to us as at December 31, 2019.

FSO Segment

As at December 31, 2019, our FSO fleet consisted of five units that operate under fixed-rate time charters or fixed-rate bareboat charters, for
which our ownership interests range from 89% to 100%.

FSO units provide an on-site storage selution to oil field installations that have no oil storage facilities or that require supplemental storage.

Our revenues and vessel operating expenses for the FSO segment are affected by fluctuations in cumrency exchange rates, as a significant
component of revenues are earned and vessel operating expenses are incurred in NOK and Australian Dollars for certain vessels. The
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strengthening or weakening of the U.S. Dollar relative to the NOK or Australian Dollar may result in significant decreases or increases,
respectively, in our revenues and vessel operating expenses.

The following table presents certain of the FSO segment’s operating results for 2019 and 2018:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
Revenues 140,117 136,557 26
Voyage expenses (800) (769) 4.0
Vessel operating expenses (42,597) (42,913) (0.7)
General and administrative! (4,006) (2,174 84.3
Adjusted EBITDA attributable to non-controlling interests (500) (677) (26.1)
Adjusted EBITDA 92,214 90,024 24
Depreciation and amortization T @1666)  (44077) (5.5)
Gain on sale of vessel 11,206 — 100.0

{1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the FSO segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Revenues and Adjusted EBITDA. Revenues and Adjusted EBITDA increased by $4 million and $2 million, respectively, for 2019 compared
to 2018, primarily due to the charter contract extension for the Falcon Spirit FSO unit in October 2018 being accounted for as an operating
lease (previously classified as a direct financing lease). The increase in Adjusted EBITDA was primarily due to the increase in revenues,
partially cffset by a $2 million increase in general and administrative expenses in 2019.

Gain on sale of vessel. The gain on sale of vessel of $11 millicn for 2019 relates to the sale of the Pattani Spint FSO unit for proceeds of $16
million upen the completion of its bareboat charter in April 2019.

UMS Segment

As at December 31, 2019, our UMS fleet consisted of one unit, the Arendal Spirit UMS, in which we own a 100% interest.

The UMS is used primarily for offshore accommodation, storage and support for maintenance and modification projects on existing offshore
installations, or during the installation and decommissioning of large floating exploration, production and storage units, including FPSO units,
floating liquefied natural gas (er FLNG) units and floating drill rigs. The UMS is available for world-wide operations, excluding operations within

the Norwegian Continental Shelf, and includes a DP3 keeping system that is capable of operating in deep water and harsh weather. The
Arendal Spinitis currently in lay-up.

The following table presents certain of the UMS segment’s operating results for 2019 and 2018:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
Revenues 2,940 36,536 (92.0)
Voyage expenses (76) (47) 61.7
Vessel operating expenses (1.216) (3.679) (66.9)
General and administrative™ (6,100) (3,547) 720
Adjusted EBTIDA (4,452) 29,263 (115.2)
Depreciation and amortization (6,612) (6.611) —
Write-down of vessels (115,000) — 100.0

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the UMS segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Revenues and Adjusted EBITDA. Revenues and Adjusted EBITDA decreased by $34 million for 2019 compared to 2018, primarily due to
$36.5 million of revenues recerded in 2018 related to a settlement agreement with Petrobras in relaticn to the previously-terminated charter
contract of the Arendal Spirit UMS.

Write-down of vessels. Write-down of vessels of $115 million for 2019 relates to a write-down of the Arendal Spirit UMS, as a result of a
reassessment of the future redeployment assumptions for the unit.

Towage Segment

As at December 31, 2019, our towage vessel fleet consisted of ten long-distance towage and offshore installation vessels. We own a 100%
interest in each of the vessels in our towage fleet.
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Long-distance towage and offshore installation vessels are used for the towage, station-keeping, installation and decommissioning of large
floating objects, such as exploration, preduction and storage units, including FPSO units, FLNG units and fleating drill rigs.

The following table presents certain of the towage segment’s operating results for 2019 and 2018, and compares its net revenues (which is
a non-GAAP financial measure) for 2019 and 2018, o revenues, the most directly comparable GAAP financial measure, for the same years:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
Revenues 74,726 53,327 401
Voyage expenses (37,530) (28,925) 29.7
Net revenues 37,196 24,402 52.4
Vessel operating expenses (28,832) (27,346) 54
General and administrative™ (4.401) (3,531) 246
Adjusted EBITDA 3,963 (6,475) 161.2
Depreciation and amortization (20,845) (20,323) 26

{1) Includes direct general and administrative expenses and indirect general and administrative expenses {allocated to the towage segmentbased on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Net revenues and Adjusted EBITDA. Net revenues and Adjusted EBITDA increased by $13 million and $10 million, respectively, for 2019
compared to 2018. The increase in net revenues was primarily due to higher charter rates and higher utilization in the towage fleet as a result
of increased demand in the offshore market. The increase in Adjusted EBITDA was primarily due to the increase in net revenues.

Conventional Tanker Segment

During the year ended December 31, 2019, our conventional tanker fleet consisted of two in-chartered conventional tankers, which we
redelivered to their owners in March and April 2019, respectively.

The following table presents certain of the conventional tanker segment’s operating results for 2019 and 2018, and compares its net revenues
(which is a non-GAAP financial measure) for 2019 and 2018, to revenues, the most directly comparable GAAP financial measure, for the

same years:
Year Ended December 31,
(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
Revenues 7,972 21,325 (62.6)
Voyage expenses (4.985) (12,453) (60.0)
Net revenues 2,987 8872 (66.3)
Time-charter hire expenses (4,319) (16,195) (73.3)
General and administrative!” (104) (360) (71.1)
Adjusted EBITDA (1.436) (7,683) (81.3)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the conventional tanker segment based
on estimated use of corporate resources). See the discussion under "Other Operating Results” below.

Net revenues. Net revenues decreased by $6 million for 2019 compared to 2018, primarily due to the redelivery of the two in-chartered vessels
to their owners in March and April 2019, respectively.

Adjusted EBITDA. Adjusted EBITDAIncreased by $6 millicn for 2019 compared to 2018, primarily due to the redelivery of the two in-chartered
vessels to their owners in March and April 2019 that were contributing negatively to Adjusted EBITDA.
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Other Operating Results
Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2019 2018 % Change
General and administrative (76,245) (65,427) 17.0
Interest expense (205,709) (199,395} 3.0
Interest income 5,111 3,598 420
Realized and unrealized (loss) gain on derivative instruments (85,195) 12,808 (765.0)
Equity income 32,794 39,458 (17.0)
Foreign currency exchange gain (loss) 2,193 (9.413) 123.0
Losses on debt repurchases — (55,479) (100.0)
Other expense - net (1,225) (4,602) (73.0)
Income tax expense (7,827) (22,657) (65.0)

General and administrative. General and administrative expenses increased to $76 million for 2019, compared to $65 million for 2018. General
and administrative expenses increased primarily due to costs associated with the fransition of corporate service functions, legal and advisory
fees to support the Brookfield Merger (please see ltem 5 - Significant Developments: Brookfield Merger) and increased legal fees to support
certain claims (please see ltem 18 - Financial Statements: Note 14 - Commitments and Contingencies).

Interest expense. Interest expense increased to $206 million for 2019, compared to $199 million for 2018, primarily due to:
» anincrease of $7 million due to the delivery of newbuilding vessels and upgrades in early-2018; and

» anincrease of $3 million due to the drawdown of the $125 million revolving credit facility provided by Brookfield and Teekay Corporation
during the second quarter of 2018;

partially offset by
*  a decrease of 34 millicn due to lower average LIBOR rates during 2019 and repayments made on existing debt facilities.

Realized and unrealized (loss) gain on derivative instruments. Netrealized and unrealized (loss) gain on non-designated derivative instruments
was ($85) million for 2019 compared to $13 million for 2018. These totals are comprised of net losses on interest rate swaps of ($85) million
in 2019 compared to net gains of $18 million in 2018 and net gains on foreign currency forward contracts of $nil in 2019 compared to net
losses of ($6) million in 2018.

During 2019 and 2018, we had interest rate swap agreements with aggregate average outstanding notional amounts of approximately $1.4
billion and $1.6 billion, respectively, and average fixed rates of approximately 3.6% and 3.5%, respectively. Short-term variable benchmark
interest rates during 2019 and 2018 were generally 2.9% or less and as such, we incurred realized losses of $29 million (which includes a
$14 million realized loss relating to the partial settlement of certain interest rate swaps) and $38 million (which includes a $16 million realized
loss relating to the partial settlement of certain interest rate swaps) during 2019 and 2018, respectively, under the interest rate swap agreements.
We also recognized a $113 million increase in unrealized losses on interest rate swaps due to a decrease in long-term LIBOR benchmark
rates during the year ended December 31, 2019, compared to an increase during the year ended December 31, 2018.

During 2019 and 2018, we were committed to foreign currency forward contracts to hedge portions of our forecasted expenditures in NOK
and Euro, which resulted in realized losses of $5 million and $1 million during 2019 and 2018, respectively. We also recognized a $10 million
increase in the unrealized gain on foreign currency forward contracts mainly due to higher average forward spot rates on foreign currency
forward contracts as at December 31, 2019 compared to December 31, 2018.

Please see Item 5 - Critical Accounting Estimates: Valuation of Derivative Instruments, which explains how our derivative instruments are
valued, including the significant factors and uncertainties in determining the estimated fair value and why changes in these factors result in
material variances in realized and unrealized gains and losses on derivative instruments.

Equity income. Equity income was $33 million for 2019 compared to $39 million for 2018. The decrease in equity income was primarily due
to an increase in the unrealized losses on derivative instruments held by the ftajai and Libra FPSO equity-accounted joint ventures.

Foreign currency exchange gain (foss). Foreign currency exchange gain (loss) was $2 million for 2019, compared to ($9) millicn for 2018.
Our foreign currency exchange gain (loss) is due primarily to the relevant period-end revaluation of NOK-denominated monetary assets and
liabilities for financial reporting purposes and the net realized and unrealized gains (losses) on our cross cumency swaps. Gains on NOK-
denominated net monetary liabilities reflect a stronger U.S. Dollar against the NOK cn the date of revaluation or settlement compared to the
rate in effect at the beginning of the period. Losses on NOK-denominated net monetary liabilities reflect a weaker U.S. Dollar against the NOK
on the date of revaluation or settlement compared to the rate in effect at the beginning of the period.

During 2018, NOK 914 million of our senior unsecured bonds were repurchased resulting in a realized foreign cumrency exchange gain and
an unrealized foreign currency exchange loss of $35 million. In connecticn with the repurchase, we also settled a portion of our related cross
currency swap resulting in a realized foreign currency exchange loss and an unrealized foreign currency exchange gain of $36 million. In
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January 2019, we repaid our remaining NOK-denominated bonds and settled the related cross currency swaps and, as a result, during 2019
we recorded a realized foreign currency exchange gain and an unrealized foreign currency exchange loss of $4 million, in addition to a $4
million realized foreign currency exchange loss and unrealized foreign currency exchange gain on the associated cross cumency swaps.

Losses on Debt Repurchases. Losses on debt repurchases of $55 million for 2018 relates to the prepayment of the $200 million Brookfield
Promissory Note and the repurchases of $225 million of the $300 million five-year senior unsecured bonds that matured in July 2019, and
NOK 914 million of the NOK 1,000 million senior unsecured bonds that matured in January 2019. The losses on debt repurchases are
comprised of an acceleration of non-cash accretion expense of $32 million (resulting from the difference between the $200 million settlement
amount of the Brookfield Promissory Note at its par value and its carrying value of $168 millicn} and an associated early termination fee of
$12 miillicn paid to Brockfield, as well as 2.0% - 2.5% premiums on the repurchase of the bonds and the write-off of capitalized loan costs.
The carrying value of the Brookfield Promissory Note was lower than face value due to it being recorded at its relative fair value based on the
allocation of net proceeds invested by Brookfield on September 25, 2017.

Income tax expense. Income tax expense was $8 million for 2019 compared to $23 million for 2018. The decrease in income tax expense
was primarily due to a lower increase in our valuation allowances on certain Norwegian deferred tax assets associated with our shuttle tanker
and FPSO fleet, due to changes in the assumptions for future taxable income.

Year Ended December 31, 2018 versus Year Ended December 31, 2017

The following table presents certain of our consclidated operating results for the years ended December 31, 2018 and 2017:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages and per unit data) 2018 2017 % Change
GAAP:
Revenues 1,416,424 1,110,284 27.6
Operating income (loss) 111,737 (116,005) 196.3
Net loss (123,945) (299,442) (59.0)
Limited partners’ interest:
Net loss (147.141) (339,501) (57.0)
Net loss per:
Common unit - basic (0.36) (1.45) (75.3)
Common unit - diluted (0.36) (1.46) (75.4)
Non-GAAP:
EBITDA™ 466,799 162,618 1871
Adjusted EBITDA™ 782,521 522,394 498

(1) EBITDA and Adjusted EBITDA are non-GAAP financial measures. Please see "Non-GAAP Financial Measures" below for definitions of these measures
and for reconciliations of them with net loss, the most directly comparable financial measure calculated and presented in accordance with GAAP.

Revenues. Revenues increased by $306 million, or 27.6%, for 2018 compared to 2017, primarily due to a $91 million settlement with Petrobras
in 2018, an increase of $71 million due to the gross-up of certain reimbursable operating expenses required by the adoption of Accounting
Standards Codification 606, Revente from Contracts with Customers, an increase of $70 million due to the Randgrid FSO unit commencing
operations in October 2017, an increase of $48 million due to commencement of the charter contract of the Petrgjari | FPSO unit in May 2018,
an increase of $30 million mainly due to the commencement of operations of the East Coast of Canada shuttle tankers, higher average rates
in our CoA fleet and rate escalations on certain vessels in our time-charter fleet, an increase of $23 million due to accelerated amortization
of an in-process revenue confract relating to the Piranema Spirit FPSO unit and an increase of $15 million due to higher charter rates and
higher utilization in the towage fleet as a result of increased demand in the offshore market, partially offset by a decrease of $64 million due
to the Vbyageur Spint and Rio das Ostras FPSO units operating at reduced charter rates related to charter contract extensions during 2018.

Operating income. Operating income increased by $228 million, or 196.3%, for 2018 compared to 2017, primarily due to a $195 millicn increase
in earnings in five of our six operating segments in 2018 (please see "Results by Segment” below) and a $95 million decrease in the net write-
down of vessels in 2018, partially offset by a $62 million increase in depreciation and amortization primarily due to the Randgrid FSO unit
commencing operations in October 2017 and a change in an estimated useful life assumption for our shuttle tankers in 2018.

Net loss. Netloss decreased by $175 million, or 59.0%, for 2018 compared to 2017, primarily due a $228 million increase in operating income,
a $56 million increase in realized and unrealized gains on derivative instruments and a $25 million increase in equity income, partially offset
by a $52 million increase in losses on debt repurchases, a $45 million increase in interest expense, a $23 million increase in income tax
expense and a $19 million increase in other expenses.

Adjusted EBITDA. Adjusted EBITDA increased by $260 million, or 49 8%, for 2018 compared to 2017, primarily due to an increase in earnings
in our FPSO, Shuttle Tanker, FSO and UMS segments (please see "Results by Segment” below).
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Results by Segment
Certain results of our six business segments are discussed below.

Effective for periods commencing on or after January 1, 2019, management and our chief operating decision maker has changed their primary
measure for evaluating segment performance from income from vessel operations to Adjusted EBITDA, which measure is included in the
segment discussions below. Adjusted EBITDA has also been presented for the years ended December 31, 2018 and 2017 below to maintain
comparability of segment performance between all periods presented in this “Consolidated Results of Operations.” Please see “Item 18 -
Financial Statements: Note 4 - Segment Reporting” for the definition of Adjusted EBITDA and for additional information.

FPSO Segment

As at December 31, 2018, our FPSO fleet consisted of the Petrojarl Knarr, the Petrofari Varg, the Rio das Ostras, the Piranema Spirit, the
Voyageur Spirit, and the Petrgjari | FPSO units, all of which we own 100%, and the [tajai and the Libra FPSO units, of which we own 50%
through our joint ventures with Ocyan. The Petrojarf Varg was in lay-up as at December 31, 2018. We also provide management services for
three FPSO units owned by certain subsidiaries of Teekay Corporation.

The following table presents certain of the FPSO segment’s operating results for 2018 and 2017:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
Revenues 533,186 458,388 16.3
Vessel operating expenses (214,623) (149,153) 439
General and administrative™ (34,052) (33,046) 3.0
Restructuring charge (1,520) (450) 237.8
Adjusted EBITDA from equity-accounted joint ventures' 92,637 33,360 177.7
Adjusted EBITDA 375,628 309,099 215
Depreciation and amortization (145,451) (143,559) 13
Wirite-down of vessels (180,200) (265,229) (32.1)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the FPSO segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

{2) Adjusted EBITDA from equity-accounted vessels represents our proportionate share of Adjusted EB T DA from equity-accounted vessels. See the discussion
under “Other Operating Results” below.

Revenues. Revenues increased by 375 million for 2018 compared to 2017, primarily due to:

= an increase of $52 million due to the gross-up of certain reimbursable operating expenses required by the adoption of Accounting
Standards Codification 606, Revenue From Contracts With Customers (this increase is mostly offset by a corresponding increase in
vessel operating expenses);

= anincrease of $48 million due to commencement of the charter contract of the Pefrojar! I FPSO unit in May 2018;

= anincrease of $23 million due to the accelerated amortization of an in-process revenue contract relating to the Piranema Spirit FPSO
unit;

» anincrease of $7 million due to revenue received for an offshore field study associated with the Petrofari Yarg FPSO unit that was
substantially completed in the first quarter of 2018 (this revenue is offset by a corresponding increase in vessel operating expenses
incurred); and

» anincrease of $5 million primarily due to project revenue earned on the Petrgjar! Knarr FRSO unit;
partially offset by

» adecrease of $43 million primarily due to the Voyageur Spirit FPSO unit operating at reduced charter rates related to a charter contract
extension from April 2018; and

»  adecrease of $21 million primarily due to a rate reduction on the Rio das Ostras FPSO unit related to its charter extension from January
2018.

Adjusted EBITDA. Adjusted EBITDA increased by $67 million for 2018 compared to 2017, primarily due to:
» anincrease in revenues of $75 million, as described above; and
» anincreasein earnings of $59 million from equity-accounted joint ventures (see the discussion under “Other Operating Results” below);

partially offset by
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= anincrease in vessel operating expenses of $50 million due to the gross-up of certain reimbursable operating expenses required by the
adoption of Accounting Standards Codification 606, Revenue From Contracts With Customers (this increase is offset by a coresponding
increase in revenues); and

* anincrease in vessel operating expenses of $15 millicn due to the commencement of the charter contract of the Petrojarf I FPSO unit
in May 2018.

Write-down of vessels. Write-down of vessels of $180 million for 2018 includes the write-down of the Piranema Spirit FPSO unit and the Rie
das Ostras FPSO unit as a result of a reassessment of the future redeployment assumptions for both units. Write-down of vessels of $265
million for 2017 includes the write-down of the Petrojarl | FPSO unit due to increased costs associated with additional upgrade work required
and liguidated damages associated with the delay in the commencement of operations of the unit and the write-down of the Rio das Ostras
FPSO unit due to a change in the future operating plans for the unit.

Shuttle Tanker Segment

As at December 31, 2018, our shuttle tanker fleet consisted of 26 vessels that operate under fixedrate CoAs, time charters and bareboat
charters, two vessels that were in lay-up, six shuttle tanker newbuildings and the HiLoad DP unit, which is currently in lay-up. Of these 35
shuttle tankers, four are owned through 50%-owned subsidiaries and two were chartered-in. The remaining vessels are owned 100% by us.
All of our operating shuttle tankers, with the exception of two shuttle tankers trading as conventional tankers and the HiL oad DP unit, provide
transportation services to energy companies in the North Sea, Brazil and the East Coast of Canada. Our shuttle tankers occasionally service
the conventional spot tanker market.

The following table presents certain of the shuttle tanker segment’s operating results for 2018 and 2017, and compares its net revenues

(which is a non-GAAP financial measure) to revenues, the most directly comparable GAAP financial measure, for the same years. The following
table also provides a summary of the changes in calendar-ship-days by owned and chartered-in vessels for the shuttle tanker segment:

Year Ended December 31,

(in thousands of U.S. Dollars, except calendar-ship-days and percentages) 2018 2017 % Change
Revenues 636,413 536,852 185
Voyage expenses (109,796) (80,964) 356
Net revenues 526,617 455,888 15.5
Vessel operating expenses (149,226) (129,517) 15.2
Time-charter hire expenses (36,421) (62,899) (42.1)
General and administrative™ (21,763) (17.425) 249
Restructuring charge — (210) (100.0)
Adjusted EBITDA attributable to non-controlling interests® (15,593) (23,035) (32.3)
Adjusted EBITDA 303,614 222,802 36.3
Depreciation and amortization (155,932) (125,648) 241
(Write-down) and gain on sale of vessels (43,155) (51,741) (16.6)
Calendar-Ship-Days

Owned Vessels 10,329 10,322 0.1

Chartered-in Vessels 735 1,248 (41.1)

Total 11,064 11,570 (4.4)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the shuttle tanker segment based on
estimated use of corporate resources). See the discussion under "Other Operating Results” below.

{2) Adjusted EBITDA attributable to non-controlling interests represents the non-controlling interests' proportionate share of Adjusted EBITDA from our
consolidated joint ventures.

Net revenues. Net revenues increased by $71 millicn for 2018 compared to 2017, primarily due to:

» an increase of $55 millicn due to a settlement agreement with Petrobras in relation to the previously-terminated charter contract of
the HiLoad DP unit recorded in 2018;

» an increase of $16 million due to the gross-up of certain reimbursable operating expenses required by the adoption of Accounting
Standards Codification 606, Revenue From Contracts With Customers (this increase is mostly offset by a comesponding increase in
vessel operating expenses);

« an increase of $14 millicn due to the commencement of operations of the Beothuk Spirit shuttle tanker newbuilding in late-2017 and
the Norse Spint and Dorset Spirit shuttle tanker newbuildings during 2018, servicing the East Coast of Canada charter contracts; and

= anincrease of $7 million due to higher average rates in our CoA fleet and rate escalations on certain vessels in our time-charter fleet;

partially offset by
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*  adecrease of $13 million due to the timing of dry-docking of vessels; and

« adecrease of $8 million due to the redelivery to us of the Nordic Spirit and Stena Spirit shuttle tanker during the second guarter of 2018
and subsequent sale of the Stena Spirit shuttle tanker in August 2018.

Adjusted EBITDA. Adjusted EBITDA increased by $81 million for 2018 compared to 2017, primarily due to:
» an increase of $55 millicn due to a settlement agreement with Petrobras in relation to the previously-terminated charter contract of
the HiLoad DP unit recorded in 2018;

» adecrease in time-charter hire expenses of $26 million primarily due to the re-delivery to the owner of the Jasmine Knutsen in January
2018, which was replaced by the Beothuk Spirit shuttle tanker newbuilding in the East Coast of Canada;

- adecrease in vessel operating expenses of $7 million primarily due to the timing of repairs and crew composition compared to the prior
year; and

= anincrease of $7 million due to higher average rates in our CoA fleet and rate escalations on certain vessels in our time-charter fleet;

partially offset by

»  adecrease of $13 million due tc the timing of dry-docking cf vessels.

Depreciation and amortization. Depreciation and amortization expense increased by $30 million for 2018 compared to 2017, primarily due
to:

» anincrease of $31 millicn due to a change in the estimated useful life of the tanker compenent for all shuttle tankers from 25 years to
20 years, effective January 1, 2018, and a decrease in the residual value of certain shuttle tankers;

= anincrease of $12 million due to the commencement of operations of the Beothuk Spirit shuttle tanker newbuilding in late-2017 and
the Norse Spint and Dorset Spirit shuttle tanker newbuildings during 2018; and

= anincrease of $5 million due to the timing of dry-docking of vessels;
partially offset by

*  a decrease of $13 million mainly due to the write-down of three vessels and the sale of one vessel during 2017 and the write-down of
three vessels and sale of three vessels during 2018.

(Write-down} and gain on sale of vesseis. (Write-down) and gain on sale of vessels of (343) million for 2018 includes a $19 million write-down
of the HiLoad DP unit as a result of a change in the operating plans for the vessel, a $15 million write-down of the Nordic Spirft shuttle tanker
and a $15 million write-down of the Stena Spinit shuttle tanker as a result of their charter contract expirations during 2018 and a change in
the operating plans for these vessels, partially offset by a $3 million gain on the sale of the Navion Scandia shuttle tanker during 2018 and a
$3 million gain on the sale of the Mavion Britannia shuttle tanker during 2018.

(Write-down) and gain on sale of vessels of ($52) million for 2017 includes a $26 millicn write-down of the HiLoad DP unit as a result of a
change in expectations for the future opportunities of the unit, an $11 million write-down of the Nordic Rio shuttle tanker and a $9 million write-
down of the Nordic Brasilia shuttle tanker as a result of a change in the operating plans for these vessels due to the redelivery of these vessels
from their charterer after completing their bareboat contracts in July 2017 and a $5 millicn write-down of the Navion Marita shuttle tanker as
a result of the expected sale of the vessel in the third quarter of 2017.

The average size of our owned shuttle tanker fleet was consistent for 2018 compared to 2017. The delivery of three newbuilding shuttle
tankers in late-2017 and early-2018 was offset by the sale of the Navion Marita, Navion Britannia, Stena Spirit and Navion Scandia shuttle
tankers in November 2017, June 2018, August 2018 and November 2018, respectively. Six shuttle tanker newbuildings have been excluded
from calendar-ship-days, as these vessels were not yet delivered to us as at December 31, 2018.

FSO Segment

As at December 31, 2018, our FSO fleet consisted of six units that operate under fixed-rate time charters or fixed-rate bareboat charters, for
which our ownership interests range from 89% to 100%.
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The following table presents certain of the FSO segment’s operating results for 2018 and 2017:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
Revenues 136,557 66,901 104.1
Voyage expenses (769) (1.172) (34.4)
Vessel operating expenses (42,913) (25,241) 700
General and administrative!” (2.174) (1,864) 16.6
Adjusted EBITDA attributable to non-controlling interests (677) (879) (23.0)
Adjusted EBITDA 90,024 37.745 138.5
Depreciation and amortization = (@ap7rny  (19406) 127 1
Wirite-down of vessel — (1,108) (100.0)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the FSO segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Revenues, Adjusted EBITDA and Depreciation and amortization. Revenues, Adjusted EBITDA and Depreciation and amortization increased
by $70 million, $52 million and $25 million, respectively, for 2018 compared to 2017, primarily due to the Randgrid FSO unit commencing
operations in October 2017.

UMS Segment

As at December 31, 2018, our UMS fleet consisted of one unit, the Arendaf Spirit UMS, in which we own a 100% interest and which was in
lay-up as at December 31, 2018.

The following table presents certain of the UMS segment’s operating results for 2018 and 2017:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
Revenues 36,536 4,236 7625
Voyage expenses 47) (1,152) (95.9)
Vessel operating expenses (3,679) (33,656) (89.1)
General and administrative (3.547) (5,068) (30.0)
Restructuring charge — (2,004) (100.0)
Adjusted EBTIDA 29,263 (37.644) 177.7
Depreciation and amortization W W - 071

{1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the UMS segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Revenues. Revenuesincreased by $32 million for 2018, compared to 2017, primarily due to $37 million recorded in 2018 related to a settlement
agreement with Petrobras in relation to the previously-terminated charter contract of the Arendal Spirit UMS.

Adjusted EBITDA. Adjusted EBITDA increased by $67 million for 2018 compared to 2017, primarily due to the increase in revenues, as
described above, a decrease in vessel operating expenses due to the termination of the Arendal Spirit UMS charter contract in April 2017
and the subsequent lay-up of the unit in late-2017, and the remaining deferred mobilization costs of $14 million relating the charter contract

recognized during 2017.
Towage Segment

As at December 31, 2018, our towage vessel fleet consisted of ten long-distance towage and offshore installation vessels. Two of the vessels
were in lay-up as at December 31, 2018. We own a 100% interest in each of the vessels in our towage fleet. The average number of vessels
in our towage fleet increased for 2018 compared to 2017, due to the delivery of three newbuilding vessels in June 2017, October 2017 and

February 2018, respectively.
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The following table presents certain of the towage segment’s operating results for 2018 and 2017, and compares its net revenues (which is
a non-GAAP financial measure) for 2018 and 2017, to revenues, the moest directly comparable GAAP financial measure, for the same years:

Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
Revenues 53,327 38,771 375
Voyage expenses (28,925) (17.727) 63.2
Net revenues 24 402 21,044 16.0
Vessel operating expenses (27,346) (21,074) 29.8
Time-charter hire expenses — (925) (100.0)
General and administrative (3.531) (4,486) (21.3)
Adjusted EBITDA (6,475) (5,441) (19.0)
Depreciation and amortization (20,323) (15,578) 30.5

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the towage segment based on estimated
use of corporate resources). See the discussion under “Other Operating Results” below.

Net revenues and Adjusted EBITDA. Net revenues and Adjusted EBITDA for 2018 were generally consistent compared to 2017.

Depreciation and Amortization. Depreciation and amortization expense increased for 2018 compared to 2017, mainly due to the timing of
delivery of newbuilding vessels.

Conventional Tanker Segment

As at December 31, 2018, our conventional tanker fleet consisted of two in-chartered conventional tankers, both of which were trading in the
spot conventional tanker market.

The following table presents certain of the conventional tanker segment’s operating results for 2018 and 2017, and compares its net revenues
(which is a non-GAAP financial measure) for 2018 and 2017, to revenues, the most directly comparable GAAP financial measure, for the

same years:
Year Ended December 31,

(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
Revenues 21,325 14,022 52.1
Voyage expenses (12.453) (359) 3.368.8
Net revenues 8872 13,663 (35.1)
Vessel operating recoveries — 10 (100.0)
Time-charter hire expenses (16,195) (16,491) (1.8)
General and administrative! (360) (360) —
Adjusted EBITDA (7,683) (3,178) (141.8)

(1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to the conventional tanker segment based
on estimated use of corporate resources). See the discussion under “Other Operating Results” below.

Net revenues and Adjusted EBITDA. Net revenues and Adjusted EBITDA decreased by $5 million for 2018 compared to 2017, primarily due

to the termination of the time-charter contract of the Blue Power in late-2017 and the vessel operating in the spot conventional tanker market
during 2018 at lower rates than those received under the time-charter contract.
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Other Operating Results

Year Ended December 31,
(in thousands of U.S. Dollars, except percentages) 2018 2017 % Change
General and administrative (65,427) (62,249) 5.1
Interest expense (199.395) (154,890} 28.7
Interest income 3,588 2707 329
Realized and unrealized gain (loss) on derivative instruments 12,808 (42,853) 1299
Equity income 39,468 14,442 173.2
Foreign currency exchange loss (9.413) (14,006) (32.8)
Losses on debt repurchases (55.479) (3.102) 1,688.5
Other (expense) income - net (4,602) 14,167 (132.5)
Income tax (expense) recovery (22,657) 98 (23,219.4)

General and administrative. General and administrative expenses increased to $65 million for 2018, compared to $62 million for2017. General
and administrative expenses increased mainly due to the Randgrid FSO unit commencing operations in the fourth quarter of 2017, partially
offset by a decrease in legal fees to support certain claims (please see ltem 18 — Financial Statements: Note 14 — Commitments and
Contingencies).

Interest expense. Interest expense increased to $199 million for 2018, compared to $155 million for 2017, primarily due to:

= anincrease of $27 million due to the delivery of vessel newbuildings, conversions and upgrades in late-2017 and early-2018;

= anincrease of $15 million due to an increase in the weighted-average interest rate on our existing and refinanced long-term debt, partially
offset by a lower average existing and refinanced debt balance; and

« anincrease of $5 million due to the drawdown of the $125 million revolving credit facility provided by Brookfield and Teekay Corporation
during the second quarter of 2018;

partially offset by

» adecrease of $6 million due to non-cash guarantee fees to Teekay Corporation during 2017 asscciated with the long-term financing for
the East Coast of Canada shuttle tanker newbuildings and certain of our interest rate swaps and cross currency swaps, which guarantees
were terminated as part of the strategic partnership with Brockfield in September 2017.

Realized and unrealized gain (loss) on derivative instruments. Netrealized and unrealized gain (loss)on non-designated derivative instruments
were $13 million for 2018 compared to ($43) million for 2017. These totals are comprised of net gains on interest rate swaps of $18 million
in 2018 compared to net losses of $45 million in 2017 and net losses on foreign cumrency forward contracts of $6 million in 2018 compared
to net gains of $2 million in 2017.

During 2018 and 2017, we had interest rate swap agreements with aggregate average outstanding nctional amounts of approximately $1.6
billion and $1.8 billion, respectively, and average fixed rates of approximately 3.5% and 3.4%, respectively. Short-term variable benchmark
interest rates during 2018 and 2017 were generally 2.9% or less and 1.8% or less, respectively, and as such, we incurred realized losses of
$38 million and $78 million during 2018 and 2017, respectively, under the interest rate swap agreements. The decrease in realized loss was
also dueto lower settlement fees associated with early terminations of certain interest rate swaps that occurred during 2017. We alsorecognized
a $23 miillion increase in unrealized gains on interest rate swaps due to a higher increase in long-term LIBOR benchmark rates during 2018
compared to those during 2017.

During 2018 and 2017, we were committed to foreign currency forward contracts to hedge portions of our forecasted expenditures in NOK
and Euro, which resulted in a realized loss of $1 million and a realized gain of $1 million during 2018 and 2017, respectively. The realized
amounts were partially offset by a $6 million increase in the unrealized loss on foreign currency forward contracts, mainly due to lower average
forward spot rates on existing foreign currency forward contracts as at December 31, 2018 compared to December 31, 2017.

Please see Item 5 - Critical Accounting Estimates: Valuation of Derivative Instruments, which explains how our derivative instruments are
valued, including the significant factors and uncertainties in determining the estimated fair value and why changes in these factors result in
material variances in realized and unrealized gains and losses on derivative instruments.

Equity income. Equity income was $40 million for 2018 compared to $14 million for 2017. The increase in equity income was primarily due
to the commencement of operaticns of the Libra FPSO unit in the fourth quarter of 2017.

Foreign ctirency exchange loss. Fereign currency exchange loss was $9 million for 2018, compared to $14 million for 2017. Our foreign
currency exchange loss was due primarily to the relevant period-end revaluation of NOK-denominated monetary assets and liabilities for
financial reporting purposes and the realized and unrealized gains and losses on our cross cumrency swaps. Gains on NOK-denominated net
monetary liabilities reflect a stronger U_S. Dollar against the NOK on the date of revaluation or settlement compared to the rate in effect at
the beginning of the period. Losses on NOK-denominated net monetary liabilities reflect a weaker U.S. Dollar against the NOK on the date
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of revaluation or settlement compared to the rate in effect at the beginning of the period. There were additional realized and unrealized losses
of $7 millicn for 2018 (2017 - losses of $10 million) on all cther monetary assets and liabilities.

For 2018, foreign currency exchange loss includes a net foreign exchange loss of $1 million (2017 - gain of $8 million} on the cross currency
swaps. The increase in net foreign exchange loss relating to the cross currency swaps is mainly due to unrealized gains recognized during
2017 due to the weakening of the U.S. Dollar against the NOK and lower notional cross currency swap balances in 2018. There was an
additional net foreign exchange loss during 2018 of $1 million (2017 - loss of $12 million) on the revaluation and settlement of the NOK-
denominated debt.

Losses on debt repurchases. Losses on debt repurchases of $55 million for 2018 relates to the prepayment of the $200 million Brookfield
Promissory Note and the repurchases of $225 million of the existing $300 million five-year senior unsecured bonds that matured in July 2019,
and NOK 914 million of the existing NOK 1,000 million senior unsecured bonds that matured in January 2019. The losses on debt repurchases
are comprised of an acceleration of a nen-cash accretion expense of $32 million resulting from the difference between the $200 million
settlement amount of the Brookfield Promissory Note at its par value and its carrying value of $169 million, and an associated early termination
fee of $12 million paid to Brookfield, as well as 2.0% - 2.5% premiums on the repurchase of the bonds and the write-off of capitalized loan
costs. The camrying value of the Brookfield Promissory Note was lower than face value due to it being recorded at its relative fair value based
on the allocation of net proceeds invested by Brookfield on September 25, 2017.

Other (expense}income - net. Other (expense) income - net of ($5) million for 2018 mainly relates to the setflement of a claim with Transocean
Offshore International Ventures Limited in early-2018 relating to a grounding incident involving one of our towage and offshore installation
vessels, the ALP Forward, in August 2016. Other income of $14 miillicn for 2017 was mainly due to a partial reversal of a previously accrued
contingent liability associated with the estimated damages from the cancellation of the UMS construction contracts, partially offset by a
settlement entered into between CeFront Technology AS (or CeFront) and certain subsidiaries of ours to settle certain outstanding claims
against us in September 2017.

Income tax (expense} recovery. Income tax (expense) recovery was ($23) million for 2018 compared to nil for 2017. The increase during 2018
was primarily due to increases in our valuation allowances on certain Norwegian deferred tax assets associated with our shuttle tanker and
FPSO fleet, due to changes in the assumptions for future taxable income.

Non-GAAP Financial Measures

To supplement the consolidated financial statements prepared in accordance with GAAP, we have presented EBITDA and Adjusted EBITDA,
which are non-GAAP financial measures. EBITDA and Adjusted EBITDA are intended to provide additional information and should not be
considered substitutes for net loss or other measures of performance prepared in accordance with GAAP. In addition, these measures do not
have standardized meanings, and may not be comparable to similar measures presented by other companies. These non-GAAP measures
are used by our management, and we believe that these supplementary mefrics assist investors and other users of our financial reports in
comparing our financial and operating performance across reporting periods and with other companies.

EBITDArepresents netloss before interest expense (net), income tax expense and depreciation and amortization. Adjusted EBITDArepresents
EBITDA adjusted to exclude certain items whose timing or amount cannot be reasonably estimated in advance or that are not considered
representative of core operating performance. Such adjustments include vessel write-downs, gains or losses on sale of vessels, unrealized
gains or losses on derivative instruments, foreign exchange gains orlosses, losses on debt repurchases, and certain other income orexpenses.
Adjusted EBITDA also excludes realized gains or losses on interest rate swaps as our management, in assessing performance, views these
gains or losses as an element of interest expense, realized gains orlosses on derivative instruments resulting from amendments or terminations
of the underlying instruments and equity income. Adjusted EBITDA s further adjusted to include our proportionate share of Adjusted EBITDA
from our equity-accounted joint ventures and to exclude the non-controlling interests’ proportionate share of the Adjusted EBITDA from our
consolidated joint ventures. We do not have control over the operations, nor do we have any legal claim to the revenue and expenses of our
investments in equity-accounted joint ventures. Consequently, the income generated by our investments in equity-accounted joint ventures
may not be available for use by us in the period that such income is generated.
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The following table reconciles EBITDA and Adjusted EBITDA to net loss for the years ended December 31, 2019, 2018 and 2017:

Year Ended December 31,

(in thousands of U.S. Dollars) 2019 2018 2017

Net loss (350,895) (123,945) (299,442)
Depreciation and amortization 349,379 372,290 309,975
Interest expense, net of interest income 200,598 195,797 152,183
Income tax expense (recovery) 7.827 22,657 (98}

EBITDA 206,909 466,799 162,618
Write-down and (gain) on sale vessels 332,125 223,355 318,078
Realized and unrealized loss (gain) on derivative instruments 85,195 (12,808) 42,853
Equity income (32,794) (39,458) (14,442)
Foreign cumrency exchange (gain) loss (2,193) 9,413 14,006
Losses on debt repurchases — 55,479 3,102
Other expense (income) - net 1,225 4,602 (14,167)
Realized (loss) gain on foreign currency forward contracts (5,054} (1.228) 900
Adjusted EBITDA from equity-accounted vessels 97,849 92,637 33,360
Adjusted EBITDA attributable to non-controlling interests'” (11,364) (16,270) (23,914)

Adjusted EBITDA 671,898 782,521 522,394

(1) Adjusted EBITDA from equity-accounted vessels, which is a non-GAAP financial measure and should not be considered as an altemnative to equity income
or any other measure of financial performance presented in accordance with GAAP, represents our proportionate share of Adjusted EBITDA (as defined
above) from equity-accounted vessels. This measure does not have a standardized meaning, and may not be comparable to similar measures presented
by other companies. Adjusted EBITDA from equity-accounted vessels is summarized in the table below:

Year Ended December 31,
2019 2018 2017

Equity income 32,794 39,458 14,442

Depreciation and amortization 32534 30,947 10,719

Net interest expense 19,749 18,585 7437

Income tax expense 250 442 103
EBITDA from equity-accounted vessels 85,327 89,432 32,701
Add (subtract} specific income statement items affecting EBITDA:

Realized and unrealized loss on derivative instruments 12,527 3,523 70

Foreign cumrency exchange (gain) loss (5) (318) 589
Adjusted EBITDA from equity-accounted vessels 97,849 92,637 33,360

{2) Adjusted EBITDA attributable fo non-controlling interests, which is a non-GAAP financial measure and should not be considered as an alternative to non-
controlling interests in net loss or any other measure of financial performance presented in accordance with GAAP, represents the non-controlling interests'
proportionate share of Adjusted EBITDA (as defined above) from our consolidated joint ventures. This measure does not have a standardized meaning,

and may not be comparable to similar measures presented by other companies. Adjusted EBITDA attributable to non-controlling interests is summarized
in the table below:

Year Ended December 31,
2019 2018 2017

Net loss attributable to non-controlling interests (1.384) (7,161) 3,764

Depreciation and amortization 10,525 14,617 13,324

Interest expense, net of interest income 1,470 2,064 1,549
EBITDA attributable to non-controlling interest 10,611 9,520 18,637
Add (subtract} specific income statement items affecting EBITDA:

Write-down of vessels 746 8,711 5,400

Foreign currency exchange loss (gain) 7 39 (123)
Adjusted EBITDA attributable to non-controlling interests 11,364 16,270 23,914

60

09.11.2021 kI 14:06 Brgnngysundregistrene Side 85 av 157



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

Liquidity and Capital Resources

Liquidity and Cash Needs

Our business model is to employ our vessels on fixed-rate contracts with cil companies, typically with terms between three and ten years.
Our near-to-medium term business strategy is primarily to focus on extending contracts and redeploying existing assets on long-term charters,
repaying or refinancing scheduled debt obligations and pursuing additional growth projects. Our operating cash flows have remained relatively
consistent, supported by a large and well-diversified portfolio of fee-based contracts, which primarily consist of medium-to-long-term contracts
with high-quality counterparties. Based on upcoming capital requirements for our committed growth projects and scheduled debt repayment
obligations, we believe it is in the best interests of our common unithclders to conserve more of our internally generated cash flows to fund
these projects and to reduce debt levels.

As at December 31, 2019, our total consolidated cash and cash equivalents were $199 million, compared to $225 miillion as at December 31,
2018. Our total liquidity, defined as cash, cash equivalents and undrawn revolving credit facilities, was $304 million as at December 31, 2019,
compared to $225 million as at December 31, 2018.

As at December 31, 2019, we had a working capital deficit of $184 million, compared to a working capital deficit of $488 million as at
December 31, 2018. Accounts payable and the amounts due to related parties decreased mainly due to the partial repayment of the revolving
credit facility provided by Brookfield and the timing of vendor payments. The current portion of long-term debt decreased mainly due to the
refinancing of five existing debt facilities and the repayment of certain five-year senior unsecured bonds upon maturity in July 2019, partially
offset by the timing of debt repayments during 2019.

Our primary liquidity needs for 2020 are to pay existing, committed capital expenditures, to make scheduled repayments of debt, to pay debt
service costs, to make quarterly distributions on outstanding preferred units, to pay operating expenses and dry-docking expenditures, to fund
general working capital requirements, to settle claims and potential claims against us and to manage our working capital deficit. As at
December 31, 2019, our total future contractual obligations for vessels and newbuildings were estimated to be $693 miillion, consisting of
$519 million (2020), $101 million (2021) and $73 million (2022) related to seven shuttle tanker newbuildings. In April 2019, we secured a $414
million debt facility, which as at December 31, 2019, provided borrowings of $198 million for the newbuilding payments related to four vessels
and was fully drawn. In September 2019, we secured 3214 million of long-term financing under sale-leaseback transactions, which as at
December 31, 2019, provided borrowings of $24 million for the newbuilding payments related to two vessels and was fully drawn. We expect
to secure long-term financing related to the remaining vessel.

Primarily as a result of the working capital deficit and committed capital expenditures, over the one-year period following the issuance of our
2019 consolidated financial statements, we will need to obtain additional sources of financing, in addition to amounts generated from
operations, to meet our liquidity needs and our minimum liguidity requirements under financial covenants in our credit facilities. Additional
potential sources of financing include refinancing or extension of debt facilities and extensions and redeployments of existing assets. We
are actively pursuing the funding alternatives described above, which we consider probable of completion based on our history of being able
1o raise debt and refinance loan facilities for similar types of vessels. We are in various stages of completion on these matters.

Our revolving credit facilities and term Ioans are described in Item 18 —Financial Statements: Note 8 — Long-Temm Debt. Certain of our revolving
credit facilities, term Ioans and bonds contain covenants, debt-service coverage ratio (or DSCR) requirements and other restrictions typical
ofdebtfinancing secured by vessels that restrictthe ship-owning subsidiaries from, among other things: incurring or guaranteeing indebtedness;
changing ownership or structure, including mergers, consolidations, liquidations and dissolutions; paying dividends or distributions if we are
in default or do not meet minimum DSCR requirements; making capital expenditures in excess of specified levels; making certain negative
pledges and granting certain liens; selling, transferring, assigning or conveying assets; making certain loans and investments; or entering into
a new line of business. Obligations under our credit facilities are secured by certain vessels, and if we are unable to repay debt under the
credit facilities, the lenders could seek to foreclose on those assets. Should we not meet these financial covenants or should we breach other
covenants or DSCR requirements and not remedy the breach within an applicable cure period, if any, the lender may accelerate the repayment
of the revolving credit facilities and term loans, thus having an impact on our short-term liguidity requirements and which may trigger cross-
defaults or accelerations under other credit facilities. DSCR breaches can be remedied with cash cures by placing funds in escrow. We have
two revolving credit facilities and seven term Ioans that require us to maintain vessel values to drawn principal balance ratios of a minimum
range of 100% to 150%. Such requirement is assessed either on a semi-annual or annual basis, with reference to vessel valuations compiled
by one or more agreed upon third parties. Should the ratio drop below the required amount, the lender may request us to either prepay a
portion of theloan in the amount of the shortfall or provide additional collateral in the amount of the shortfall, at our opticn. As at December 31,
2019, these hull covenant ratios were estimated to range from 126% to 501% and we were in compliance with the minimum ratics required.
The vessel values used in calculating these ratios are the appraised values provided by third parties where available, or prepared by us based
on second-hand sale and purchase market data. Changes in the shuttle tanker, towage, UMS, FSO unit or FPSO unit markets could negatively
affect these ratios. As at December 31, 2019, we were in compliance with all covenants relating to the credit facilities and consolidated long-
term debt.

The passage of climate control legislation or other regulatory initiatives that restrict emissions of greenhouse gases could have a significant
financial and operational impact on our business, which we cannot predict with certainty at this time. Such regulatory measures could increase
our costs related to operating and maintaining our vessels and require us to install new emission controls, acquire allowances or pay taxes
related to our greenhouse gas emissions, or administer and manage a greenhouse gas emissions program. In addition, increased regulation
of greenhouse gases may. in the long term, lead to reduced demand for cil and reduced demand for our services.
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Cash Flows

The following table summarizes our sources and uses of cash for the periods presented:

Year Ended December 31,

(in thousands of U.S. Dollars) 2019 2018 2017

Net cash flow from operating activities 319,909 280,643 305,200
Net cash flow (used for) from financing activities (58,018) (121,338) 142,947
Net cash flow used for investing activities (189,215) (176,019) (540,140)

Operating Cash Flows

Net cash flow from operating activities increased to $320 million for 2019, compared to $281 million for 2018, primarily due to changes in
non-cash working capital items which contributed $12 million for the year ended December 31, 2019, compared to the use of $83 million for
the year ended December 31, 2018. The increase in non-cash working capital items for the year ended December 31, 2019, compared to

the same period last year is primarily due to the fiming of payments made to vendors and settlements of balances with related parties, partially
offset by the timing of payments received from customers.

Net cash flow from operating activities also increased for 2019 compared to 2018 due to:
= the commencement of the Petrafar! | FFSO unit charter contract in May 2018;
= higher utilization and rates of our shuttle tanker CoA fleet and differences in the timing of shuttle tanker dry-docking; and
= higher utilization of our towage fleet as a result of increased demand in the offshore market;

partially offset by

= a setflement received in 2018 in relation to the previously-terminated charter contracts of the HiLoad DP unit and Arendal Spirit UMS;
and

= the completion of the charter contract of the Rio das Ostras FPSO unit in March 2019 and the Piranema Spirit FPSO unit operating at a
reduced charter rate under its charter contract extension during 2019.

Net cash flow from operating activities decreased to $281 million for 2018, compared to $305 million for 2017, primarily due to changes in
non-cash working capital items which used $83 million for the year ended December 31, 2018, compared to a contribution of $34 million for
the year ended December 31, 2017. The decrease in non-cash working capital items for 2018 compared to 2017 is primarily due to settlements
of balances with related parties and the timing of payments made to vendors, partially offset by the timing of payments received from customers.
Net cash flow from operating activities also decreased for 2018 compared to 2017 due to:

= reduced charter rates eamed on two of our FPSO units related to charter contract extensions; and

= an increase in interest paid due to the refinancing of certain of our debt facilities in late-2017 and 2018 and the delivery of vessel
newbuildings, upgrades and conversions in late-2017 and early-2018;

partially offset by
« a settlement received in 2018 in relation to the previously-terminated charter contracts of the AiLoad DP unit and Arendal Spirit UMS;
« the commencement of operations of the Randgrid FSO unit in late-2017;

« the commencement of operations of the Petrojari | FPSO unitin May 2018;

lower operating expenses due to the lay-up of the Arendal Spirit UMS since late-2017;

« lower time charter hire expense on our shuttle tanker fleet mainly due to the redelivery of the Jasmine Knutsen to its owner in January
2018; and

« lower repairs and maintenance expenses on our FPSO units and shuttle tanker fleet.

For a further discussion of changes in income statement items described above for our six reportable segments, please read “Results of
Operations”.

Financing Cash Flows
We use our revolving credit facilities to finance capital expenditures and for general corporate purposes. Occasionally, we will do this until

longer-term financing is obtained, at which time we typically use all or a portion of the proceeds from the longer-term financings to prepay
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outstanding amounts under the revolving credit facilities. Qur proceeds from long-term debt, net of debt issuance costs and prepayments of
long-term debt, were $469 miillion in 2019, $263 million in 2018 and $486 million in 2017.

Net proceeds from the issuance of long-term debt for the year ended December 31, 2019 related to the refinancing of three debt facilities,
the drawdown of an existing debt facility, the issuance of $125 millicn senicr unsecured green bonds and the drawdown of one new debt
facility. These proceeds were used primarily to fund installment payments on the shuttle tanker newbuildings and to fund working capital
requirements.

Net proceeds from the issuance of long-term debt for the year ended December 31, 2018, mainly related to the issuance of $700 million five-
year 8.5% senior unsecured bonds, net of the repurchase of a porticn of our existing bonds, the refinancing of two debt facilities and one
revolving debt facility, the drawdown of two existing debt facilities and the drawdown of two new debt facilities. These proceeds were used
primarily to fund installment payments on six shuttle tanker newbuildings, to fund the final installment payment on the Dorset Spirit shuttle
tanker newbuilding constructed for the East Coast of Canada contract, the final installment payment on the ALP Keeper towage and offshore
installation vessel, the Petrojarf { FPSO unit upgrades and to fund working capital requirements.

Net proceeds from the issuance of long-term debt for the year ended December 31, 2017, mainly related to the issuance of $250 million in
senior unsecured bonds in the Norwegian bond market, the refinancing of eight debt facilities and the drawdown of three existing debt facilities.

We actively manage the maturity profile of our outstanding financing arrangements. Our scheduled repayments of long-term debt were $410
million in 2019, compared to $567 millicn in 2018 and $653 million in 2017. Repayments during 2019 included the maturity of our NOK-
denominated bonds, certain five-year senior unsecured bonds and one debt facility. Repayments during 2018 included the maturity of one
term loan and one revolving credit facility. Repayments during 2017 included the maturity of one revelving credit facility, the refinancing of
four debt facilities, the repayment of eight existing debt facilities, four which were subsequently refinanced, and the repayment of a portion
of an existing debt facility relating to the Randgrid FSO unit conversion upon delivery of the unit, which was reimbursed by the charterer of
the unit.

In September 2019, we secured $214 million oflong-term financing under sale-leaseback transactions for two of our shuttle tanker newbuildings,
which as at December 31, 2019, provided pre-delivery bomrowings of $24 million. During 2019, we drew down $24 million related to this
financing.

In March 2018, we entered into a credit agreement for an unsecured revolving credit facility provided by Brookfield and Teekay Corporation,
which provides for borrowings of up to $125 million ($25 million by Teekay Corporation and $100 million by Brookfield). During the year ended
December 31, 2018, we drew down borrowings of $125 million related to this facility. These proceeds were used primarily to fund working
capital requirements. On May 8, 2019, Brookfield acquired from Teekay Corporation its $25 million receivable under this revolving credit
facility. During the year ended December 31, 2019, we prepaid $200 million and drew down $95 million related to this revolving credit facility.

In January 2018, we issued 5 million 8.875% Series E Preferred Units in a public offering for net proceeds of $116 million. We used the net
proceeds from the public offering for general corporate purposes, which included funding installment payments on newbuildings and upgrade
projects and debt repayments.

In 2017, as part of a transaction with Brookfield, we issued 244 million common units and 62 million common unit warrants to Brookfield for
gross proceeds of $610 million. In addition, we issued 12 million commoen units and 3 million common unit warrants to Teekay Corporation
for gross proceeds of $30 millicn. We used a portion of the proceeds te repurchase and subsequently cancel all outstanding Series C-1 and
D Preferred Units and the remainder for general corperate purposes, mainly for the funding of newbuilding installments and capital conversion
and upgrade projects.

Cash distributions paid to our common and preferred unitholders and our general partner totaled $32 million in 2019, $47 million in 2018 and
$61 million in 2017. The decrease in cash distributions paid in 2019 from 2018 was due to a decrease in the quarterly distribution paid on our
common units effective from the first quarter of 2019 to nil per common unit compared to $0.01 per common unit paid during 2018, partially
offset by an increase in distributions due to the issuance of the Series E Preferred Units during the first quarter of 2018.

The decrease in cash distributions paid in 2018 from 2017 was mainly due to a decrease in the guarterly distribution paid on cur common
units effective from the third quarter of 2017 to $0.01 per common unit compared to $0.11 per common unit paid during the first and second
quarters of 2017 and the repurchase and subsegquent cancellation of all outstanding Series C-1 and Series D Preferred Units during the third
quarter of 2017; partially offset by an increase in distributions due to the issuance of 256 million common units during the third quarter of 2017
and the issuance of the Series E Preferred Units during the first quarter of 2018.

Subsequent to December 31, 2019, aggregate cash distributicns of $8 million for our Series A, Series B and Series E Preferred Units relating
to the fourth quarter of 2019 were declared and were paid on February 18, 2020.

Investing Cash Flows

During 2019, net cash flow used fer investing activities was $189 million, primarily relating to $215 million of installment payments cn the
shuttle tanker newbuildings and an $8 million investment in one of our equity-accounted joint ventures, partially offset by proceeds of $33
million from the sale of the Pattani Spirit FSO unit and Alexita Spirit and Nordic Spirit shuttle tankers.

During 2018, net cash flow used for investing activities was $176 million, primarily relating to $234 million of payments for vessels and
equipment (including final upgrade costs on the Petrojar! I FPSO unit, final installment payments on the final newbuilding towage and offshore
installation vessel, the final East Coast of Canada newbuilding shuttle tanker and installment payments on six shuttle tanker newbuildings)
and a $3 million investment in one of our equity-accounted joint ventures, partially offset by $25 million of net cash balances acquired as part
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of the acquisition of management companies from Teekay Corporaticn, proceeds of $30 million from the sale of the Navion Scandia, Navion
Britannia and Stena Spirit shuttle tankers and scheduled lease payments received of $5 million from leasing our direct financing lease assets.

During 2017, net cash flow used for investing activities was $540 million, primarily relating to $533 million of payments for vessels and
equipment (including conversion costs on the Randgrid FSO unit conversion, upgrade costs on the Petrojarf I FPSO unit and installment
payments on the newbuilding towage and offshore installation vessels, the East Coast of Canada newbuilding shuttle tankers and the two
Suezmax DP2 shuttle tanker newbuildings) and $26 million of investments in our equity-accounted jeint ventures, partially offset by proceeds
of $13 million from the sale of the Navion Marita shuttle tanker and Navion Saga FSO unit and scheduled lease payments received of $6
million from leasing our direct financing lease assets.

Contractual Obligations and Contingencies

The following table summarizes our long-term contractual obligations as at December 31, 2019:

Beyond
Total 2020 2021 2022 2023 2024 2024
(in millions of U.S. Dollars}

Bond repayments'” 1,075 — — 250 700 125 —

Secured debt - scheduled repayments' 1,495 314 292 226 197 146 320

Secured debt - repayments on maturity" 659 40 24 101 217 182 95
Unsecured revolving credit facility - due to related

parties' 20 20 — — — — —

Obligations related to finance leases " 24 1 1 1 1 19

Chartered-in vessels (operating leases) 78 19 20 20 18 1 —

Office leases 17 3 3 3 2 2 4

Newbuildings committed costs @ 693 519 101 73 — — —

Total contractual obligations 4,061 916 441 674 1,135 457 438

(1) Our interestk-bearing obligations include bonds, commercial bank debt, an unsecured revolving credit facility provided by Brookfield and obligations related
to finance leases. Please see Item 18 — Financial Statements: Note 8 — Long-Term Debt, Item 18 — Financial Statements: Note 11 — Related Party
Transactions and Balances and Item 18 — Financial Statements: Note 14 — Commitments and Contingencies for the terms upon which future interest
payments are determined as well as Item 18 — Financial Statements: Note 12 — Derivative Instruments and Hedging Activities for a summary of the terms
of our derivative instruments which economically hedge certain of our floating rate interest-bearing obligations.

{2) Consists of the estimated remaining payments for the acguisition of seven shuttle tanker newbuildings, one of which delivered in January 2020. Please
see ltem 18 — Financial Statements: Notes 14c — Commitments and Contingencies.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have or are reasonably likely to have, a current or future material effect on our financial
condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.

Critical Accounting Estimates

We prepare our consolidated financial statements in accordance with GAAP, which requires us to make estimates in the application of our
accounting policies based on our best assumptions, judgments and opinions. On a regular basis, management reviews the accounting policies,
assumptions, estimates and judgments to ensure that our consolidated financial statements are presented fairly and in accordance with GAAP.
However, because future events and their effects cannot be determined with certainty, actual results could differ from our assumptions and
estimates and such differences could be material. Accounting estimates and assumptions discussed in this section are those that we consider
to be the most critical to an understanding of our financial statements, because they inherently involve significant judgments and uncertainties.
For a further description of our material accounting policies, please read Item 18 - Financial Statements: Note 1 - Summary of Significant
Accounting Policies.

Revenue Recognition

Description. Each vessel charter may, depending on its terms, contain alease component, a non-lease component or both. For those charters
accounted for as an operating lease, revenues that are fixed on or prior to the commencement of the charter are recognized by us on a
straight-line basis daily over the term of the charter. For a direct financing lease, the lease component of charter hire receipts is allocated to
the lease receivable and voyage revenues over the term of the lease using the effective interest rate method and the non-lease element is
recognized by us on a straight-line basis daily over the term of the charter.

Judgments and Uncertainties. At the inception of the charter, the classification of the lease as an operating lease or a direct financing lease
may involve the use of judgment as to the determination of the lease term. Such judgment is required as the duration of certain of our FPSO
and FSO charters is unknown at commencement of the charter. The charterer may have the option to extend the charter or terminate the
charter early. In addition, certain charters impose penalties on the charterer if they terminate the charter early and such penalties can vary in
size depending on when, during the term of the charter, the termination right is exercised. Such penalties could impact the determination of
the lease term and requires the use of judgment.
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Effect if Actual Results Differ from Assumptions. A different assessment of the lease term could result in an operating lease being classified
as a direct financing lease or a direct financing lease being classified as an operating lease. A change in the lease classification would result
in different method of revenue recognition being applied to the lease component of the charter. In addition, if we conclude that a determination
of the lease term results in the inclusion of termination penalties in the minimum lease payments under the charter, this is recognized as
revenue over the lease term. Conversely, a different assessment of the lease term may result in termination penalties being excluded from
the minimum lease payments and thus not recognized over the lease term.

Vessel Lives and Impairment

Description. The camrying value of each of our vessels represents its original cost at the time of delivery or purchase less depreciation and
impaimment charges. We depreciate the original cost, less an estimated residual value, of our vessels on a straight-line basis overeach vessel's
estimated useful life. We continually reassess the estimated useful life of our vessels. The carrying values of our vessels may not represent
their market value at any point in time because the market prices of second-hand vessels tend to fluctuate with changes in charter rates and
the cost of newbuildings. Both charter rates and newbuilding costs tend to be cyclical in nature.

We review vessels and equipment for impairment whenever events or circumstances indicate the camying value of an asset, including the
carrying value of the charter contract, if any, under which the vessel is employed, may not be recoverable. This occurs when the asset’s
carrying value is greater than the future net undiscounted cash flows the asset is expected to generate over its remaining useful life. For a
vessel under charter, the discounted cash flows from that vessel may exceed its market value, as market values may assume the vessel is
nct employed on an existing charter. If the estimated future net undiscounted cash flows of an asset exceed the asset’s carrying value, no
impaiment is recognized even though the fair value of the asset may be lower than its carrying value. If the estimated future net undiscounted
cash flows of an asset are less than the asset's carrying value and the fair value of the asset is less than its carrying value, an impairment
loss is recognized and the asset is written down to its fair value. Fair value is calculated as the net present value of estimated future cash
flows, which, in certain circumstances, will approximate the estimated market value of the vessel.

Our business model is to employ our vessels on fixed-rate contracts with oil companies, typically with terms between three and ten years.
Conseqguently, while the market value of a vessel may decline below its carrying value, the camying value of a vessel may still be recoverable
based on the future net undiscounted cash flows the vessel is expected to obtain from servicing its existing and future contracts.

The following table presents by segment, the aggregate market values and carrying values of certain of our vessels that we have detemined
have a market value that is less than their carrying value as of December 31, 2019, except vessels operating on contracts where the remaining
term is significant and the estimated future net undiscounted cash flows relating to such contracts are sufficiently greater than the carrying
value of the vessels, such that we consider it unlikely impairment would be recognized in the following year. Additionally, the following table
also includes certain vessels which, although their market value exceeds their carrying value as at December 31, 2019, we consider these
vessels at a higher risk of future impairment. Consequently, the vessels included in the following table generally include those vessels employed
on single-voyage, or spot charters, as well as those vessels nearing the end of existing charters or other operational contracts or are in lay-
up. No impairment has been recognized on any of these vessels as the estimated future net undiscounted cash flows relating to such vessels
are greater than their carrying values.

The table is disaggregated for vessels which have estimated future undiscounted cash flows that are marginally or significantly greater than
their respective carrying values. Vessels with estimated future undiscounted cash flows significantly greater than their respective carrying
values would not necessarily represent vessels that would likely be impaired in the following year. The recognition of impairment in the future
for those vessels may primarily depend upon our decision to dispose of the vessel instead of continuing to operate it. In deciding whether to
dispose of a vessel, we determine whether it is economically preferable to sell the vessel or to continue to operate it. This assessment includes
an estimate of the net proceeds expected to be received if the vessel is sold in its existing condition compared to the present value of the
vessel’'s estimated future revenues, net of operating costs. Such estimates are based on the terms of the existing charter, charter market
outlook and estimated operating costs, given a vessel's type, condition and age. In addition, we typically do not dispose of a vessel that is
servicing an existing custemer contract. The recognition of impairment in the future may be more likely for vessels that have estimated future
undiscounted cash flows marginally greater than their respective carrying value.

(in thousands of U.S. Dollars, except number of vessels) Number of  Market Values'™  Carrying Values
Reportable Segment Vessels g

FPSO Segment” 1 133,500 96,167
Towage Segment® 1 13,000 16,056
Shuttle Tanker Segment® 2 106,400 76,377
FPSO Segment™ 1 142,000 217,313
Towage Segment®™ 3 46,750 64,070

{1) Marketvalues are determined using reference to second-hand market comparable values or using a depreciated replacement cost approach as at December
31, 2018. Since vessel values can be volatile, our estimates of market value may not be indicative of the current or future prices we could obtain if we sold
any of the vessels. In addition, the determination of estimated market values for our shuttle tankers, FPSO units and towage and offshore installation
vessels may involve considerable judgment, given the illiquidity of the second-hand markets for these types of vessels.

The estimated market values for shuttle tankers was based on second-hand market comparable values for conventional tankers of similar age and size,
adjusted for shuttle tanker specific functionality. The estimated market value for the FPSO units was based on second-hand market comparable values
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for similar units. The estimated market values for the towage and offshore installation vessels were based on second-hand market comparable values for
towage and offshore installation vessels of similar age and specifications.

{2) Undiscounted cash flows for these vessels are significantly greater than their carrying values.

{3) Undiscounted cash flows for these vessels are marginally greater than their carrying values.

Judgments and Uncertainties. Depreciation is calculated on a straight-line basis over a vessel's estimated useful life to an estimated residual
value. FPSO units are depreciated using an estimated useful life of 20 fo 25 years commencing the date the unit arrives at the cil field and
is in a condition that is ready to operate. Some of our FPSO units have cil field specific equipment which is depreciated over the expected
life of the oil field. The estimated useful life of our FPSO units is reassessed subsequent to a major upgrade being completed. Shuttle tankers
are depreciated using an estimated useful life of 20 years commencing the date the vessel is delivered from the shipyard. FSO units are
depreciated over the estimated term of the contract or the estimated useful life of the specific unit. UMS are depreciated over an estimated
useful life of 35 years commencing the date the unit arrives at the oil field and is in a condition that is ready to operate. Towage and offshore
installation vessels are depreciated over an estimated useful life of 25 years commencing the date the vessel is delivered from the shipyard.

However, the actual life of a vessel may be different than the estimated useful life, with a shorter actual useful life potentially resulting in an
impaiment loss. The estimated useful life of our vessels takes inte account design life, commercial considerations and regulatory restrictions.
Our estimates of future cash flows involve assumptions about future charter rates, vessel utilization, operating expenses, dry-docking
expenditures, vessel residual values or estimated sale proceeds and the remaining estimated life of our vessels. Our estimated charter rates
are based on rates under existing vessel contracts and market rates at which we expect we can re-charter our vessels. Our estimates of
vessel utilization, including estimated off-hire time and the estimated amount of time our shutile tankers may spend operating in the spot
tanker market when not being used in their capacity as shuttle tankers, are based on historical experience and our projections of the number
of future shutile tanker voyages. Our estimates of operating expenses and dry-docking expenditures are based on historical operating and
dry-docking costs and our expectations of future inflation and operating requirements. Vessel residual values are a product of a vessel's
lightweight tennage and estimated recycling rates. Estimated sale proceeds are based on second-hand sale and purchase market data, or,
where applicable, offers made or received on the vessels. The remaining estimated lives of our vessels used in our estimates of future cash
flows are consistent with those used in the calculation of depreciation.

Certain assumptions relating to our estimates of future cash flows are more predictable by their nature in our experience, including estimated
revenue under existing contract terms, ongoing operating costs and remaining vessel life. Certain assumptions relating to our estimates of
future cash flows require more discretion and are inherently less predictable, such as future charter rates beyond the firn period of existing
contracts and vessel residual values or sale proceeds, due to factors such as the volatility in vessel charter rates and vessel values. We
believe that the assumptions used to estimate future cash flows of our vessels are reasonable at the time they are made. We can make no
assurances, however, as to whether our estimates of future cash flows, particularly future vessel charterrates or vessel values, will be accurate.

Effect if Actual Results Differ from Assumptions. If we conclude that a vessel or equipment is impaired, we recognize an impairment loss in
an amount equal to the excess of the camying value of the asset over its fair value at the date of impairment. The written-down amount
bacomes the new lower cost basis and will resultin a lower annual depreciation expense than for periods before the vessel impairment.

Dry docking

Description. We must periodically dry dock our shutile tankers and towage and offshore installation vessels for inspection, repairs and
maintenance and any modifications to comply with industry certification or governmental requirements. UMS, FSO and FPSO units are
generally notdry docked; however, we may dry dock FSO units if we desire to qualify them for shipping classification. We capitalize a substantial
portion of the costs incumred during dry docking and amortize those costs on a straight-line basis from the completion of a dry docking over
the estimated useful life of the dry dock. Included in capitalized dry docking are costs incurred as part of the dry docking to meet regulatory
requirements, or expenditures that either add economic life to the vessel, increase the vessel's eaming capacity or improve the vessel's
operating efficiency. We expense costs related to routine repairs and maintenance performed during dry docking that do notimprove operating
efficiency or extend the useful lives of the assets, and for annual class survey costs on our FPSO units or our UMS.

Judgments and Uncertainties. Amortization of capitalized dry-dock expenditures requires us to estimate the period of the next dry docking or
estimated useful life of dry-dock expenditures. While we typically dry dock each shuttle tanker and towage vessel every two and a half to five
years, we may dry dock the vessels at an earier date.

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

Goodwill

Description. We allocate the cost of acquired companies to the identifiable tangible and intangible assets and liabilities acquired, with the
remaining amount being classified as goodwill. Our future operating performance will be affected by the potentialimpairment charges related
to goodwill. Accordingly, the allocation of the purchase price to goodwill may significantly affect our future operating results. Goodwill is not
amortized, but reviewed for impairment annually or more frequently if impairment indicators arise. The process of evaluating the potential
impaimment of goodwill is highly subjective and requires significant judgment at many points during the analysis.

Judgments and Uncertainties. The allocation of the purchase price of acquired companies to goodwill requires managementto make significant
estimates and assumptions, including estimates of future cash flows expected to be generated by the acquired assets and the appropriate
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discount rate to value these cash flows. In addition, the process of evaluating the potential impairment of goodwill and intangible assets is
highly subjective and requires significant judgment at many points during the analysis. The fair value of our reporting units was estimated
based on discounted expected future cash flows using a weighted-average cost of capital rate. The estimates and assumptions regarding
expected cash flows and the appropriate discount rates require considerable judgment and are based upon existing contracts, historical
experience, financial forecasts and industry frends and conditions.

As of December 31, 2019, the shuttle tanker segment and the towage and offshore installation vessels segment had goodwill of $127.1 million
and $2.0 million, respectively, (2018 - $127.1 million and $2.0 million, respectively) attributable to them. As of the date of this filing, we do not
believe that there is a reasonable possibility that the goodwill attributable to these reporting units might be impaired within the next year.
However, certain factors that impact this assessment are inherently difficult to forecast and as such we cannot provide any assurances that
an impaimment will or will not occur in the future. An assessment for impairment involves a number of assumptions and estimates that are
based on factors that are beyond our control.

Effect if Actual Results Differ from Assumptions. A change in our assessment for the impairment of goodwill may result in the recognition of
an impairment loss in an amount equal 1o the excess of the carrying value of the reporting unit over its fair value at the date of impairment.

Valuation of Derivative Instruments

Description. Our risk management policies permit the use of derivative financial instruments to manage interest rate and foreign exchange
risks. Changes in fair value of derivative financial instruments that are not designated as cash flow hedges for accounting purposes are
recognized in earnings.

Judgments and Uncertainties. A substantial majority of the fair value of our derivative instruments and the change in fair value of our derivative
instruments from period to period result from our use of interest rate swap agreements. The fair value of cur derivative instruments is the
estimated amount that we would receive or pay to terminate the agreements in an arm’s length fransaction under normal business conditions
at the reporting date, taking into account current interest rates, foreign exchange rates and the current credit worthiness of ourselves and the
swap counterparties. The estimated amount is the present value of estimated future cash flows, being equal to the difference between the
benchmark interest rate and the fixed rate in the interest rate swap agreement, multiplied by the notional principal amount of the interest rate
swap agreement at each interest reset date.

The fair value of our interest rate swap agreements at the end of each period is most significantly impacted by the interest rate implied by the
benchmark interest rate vield curve, including its relative steepness. Interest rates have experienced significant volatility in recent years in
both the short-term and long-term. While the fair value of our interest rate swap agreements is typically more sensitive to changes in short-
term rates, significant changes in the long-term benchmark interest rate also materially impact our interest rate swap agreements.

The fair value of our interest rate swap agreements is also impacted by changes in our specific credit risk included in the discount factor. We
discount our interest rate swap agreements with reference to the credit default swap spreads of similarly rated global industrial companies
and by considering any underlying collateral. The process of determining credit worthiness requires significant judgment in determining which
source of credit risk information most closely matches our risk profile.

The benchmark interest rate yield curve and our specific credit risk are expected to vary over the life of the interest rate swap agreements.
The larger the notional amount of the interest rate swap agreements outstanding and the longer the remaining duration of the interest rate
swap agreements, the larger the impact of any variability in these factors will be on the fair value of our interest rate swaps. We economically
hedge the interest rate exposure on a significant amount of our variable rate long-term debt and for long durations. As such, we have historically
experienced, and we expect to continue to experience, material vanations in the period-to-period fair value of our derivative instruments.

Effect if Actual Results Differ from Assumptions. Although we measure the fair value of our derivative instruments using the inputs and
assumptions described above, if we were to terminate the agreements at the reporting date, the amount we would pay or receive to terminate
the derivative instruments may differ from our estimate of fair value. If the estimated fair value differs from the actual termination amount, an
adjustment to the camrying amount of the applicable derivative asset or liability would be recognized in earnings for the current period. Such
adjustments could be material. Please see ltem 18 — Financial Statements: Note 12 — Derivative Instruments for the effects on the change
in fair value of our derivative instruments on our consolidated statements ofloss.

Taxes

Description. We record a valuation allowance to reduce our deferred tax assets o the amount that is more likely than not to be realized.

Judgments and Uncertainties. The future realization of deferred tax assets depends on the existence of sufficient taxable income of the
appropriate character in either the camryback or camyforward period. This analysis reguires, among other things, the use of estimates and
projections in determining future reversals of temporary differences, forecasts of future profitability and evaluating potential tax-planning
strategies.

Effect if Actual Resuilts Differ from Assumptions. If we determined that we were able to realize a net defemred tax asset in the future, in excess
of the net recorded amount, an adjustment to the deferred tax assets would typically increase our net income (or decrease our loss) in the
period such determination was made. Likewise, if we determined that we were not able to realize all or a part of our deferred tax asset in the
future, an adjustment to the deferred tax assets would typically decrease our netincome (or increase our loss) in the period such determination
was made. As at December 31, 2019, we had a valuation allowance of $222.2 million {2018 - $224.6 million).
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Item 6. Directors, Senior Management and Employees
A. Directors and Senior Management
Management of Teekay Offshore Partners L.P.

Teekay Offshore GP L.L.C., our general partner, manages our operations and activities. Unitholders generally are not entitled to elect the
directors of our general partner or directly or indirectly participate in our management or operation.

Our general partner owes a fiduciary duty to our unithclders. Our general partner is liable, as general partner, for all of our debts (fo the extent
not paid from our assets), except for indebtedness or other obligations that are expressly non-recourse to it. Whenever possible, our general
partner intends to cause us to incur indebtedness or other cbligations that are non-recourse to it.

The directors of our general partner oversee our operations. Our general partner has one officer, a Vice President and Company Secretary,
but does not have any other officers. In February 2017, the Partnership and its wholly-owned subsidiary, Teekay Offshore Holdings L.L.C. (or
Holdco), entered into a services agreement with Teekay Offshore Group Ltd. (or the Service Provider), a subsidiary of Holdco.

Pursuant to the service agreement, the Service Provider provides certain services to us. Please see ltem 7- Major Unithclders and Related
Party Transactions.

Because certain directors of our general partner are also directors and/or officers of Brookfield, Teekay Corporation or cther affiliates thereof,
such directors have fiduciary duties to Brookfield, Teekay Corporation or such other affiliates that may cause them to pursue business strategies
that disproportionately benefit Brookfield, Teekay Corporation or such other affiliates or which otherwise are not in our best interests.

Directors of Teekay Offshore GP L L.C.
The following table provides information about the directors of our general partner, Teekay Offshore GP L.L.C., as at the date of this Annual

Report. The business address of each of our directors listed below is c¢/o 4th Floor, Belvedere Building, 69 Pitts Bay Road, Pembroke, HM
08, Bermuda. Ages of the directors and officers are as of December 31, 2019.

Name Age Position
lan Craig 67 Director ™

Kenneth Hvid 51 Director @

Craig Laurie 48 Directer ®

Gregory Morrison 62 Director

Jim Reid 54 Director

William L. Transier 65 Director ©

Denis Turcotte 58 Director

Bill Utt 62 Chairman of the board of directors ®

{1) Member of Audit Committee, Project & Opportunity Review Committee (Chair) and Conflicts Committee (Chair).

(2) Observer to Compensation Committee. On January 23, 2020, Mr. Hvid announced he will retire from his position on the board of directors effective June
17, 2020.

{3) Member of Compensation Committee and Corporate Governance Committee.

(4) Appointed on July 8, 2019, replacing Walter Weathers.

{5) Observerto Audit Committee and member of Project & Opportunity Review Committee.

{6) Appointed on March 11, 2019, replacing John Peacock. Member of the Audit Committee (Chair).

{7) Member of the Corporate Governance Committee and Compensation Committee {Chair).

{8) Chair of the Corporate Governance Committee and member of Project & Opportunity Review Committee. On January 23, 2020, Mr. Utt was appointed as
a member of the Audit Committee.

Certain biographical information about each of these individuals is set forth below.

lan Craig was appointed as a director of our general partnerin June 2017. Mr. Craig has served in various executive positions in Shell, most
recently in Nigeria where he was an Executive Vice President for Sub Saharan Africa and in Russia where he was Chief Executive Officer of
Sakhalin Energy, an incorporated joint venture of Gazprom, Shell, Mitsui and Mitsubishi. Prior to that, Mr. Craig was a board member and
Technical Director of Enterprise Qil plc until its acquisition by Shell in 2002. He had earlier held executive management positions with other
oil exploration and producticn companies including Sun Oil and BP. Since refiring in 2013, Mr. Craig has alsc previously served as a non-
executive director of Petroceltic plc, as a Special Advisor to OMV's supervisory board, and he currently serves as an advisor to KAZ Minerals
plc.
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Kenneth Hvid was appointed President and Chief Executive Officer of Teekay Gorporation in February 2017, has served as a director of our
general pariner since 2011, a director of Teekay Tankers Lid since February 2017, and a director of Teekay Gas GP L.L.C. since September
2018. Mr. Hvid joined Teekay Corperation in 2000 and was responsible for leading its global procurement activities until he was promoted in
2004 to Senior Vice President, Teekay Gas Services. During that time, Mr. Hvid was involved in leading Teekay Corporation through its entry
and growth in the liguefied natural gas business. He held that position until the beginning of 2006, when he was appointed President of the
Teekay Navion Shuttle Tankers and Offshore division. In that role, he was responsible for Teekay Corporation’s global shuttle tanker business
as well as initiatives in the floating, storage and offtake business and related offshore activities. Mr. Hvid served as Teekay Corporation’s Chief
Strategy Officer and Executive Vice President from 2011 to 2015, as a director of Teekay GP L.L.C. from 2011 to 2015 and as President and
Chief Executive Officer of Teekay Offshore Group Lid., from 2015 to 2016. Mr. Hvid has 30 years of global shipping experience, 12 of which
were spent with A.P. Moller in Copenhagen, San Franciscc and Hong Kong. In 2007, Mr. Hvid joined the board of Gard P. & I. (Bermuda) Ltd.

Craig Laurie was appointed as a director of our general partner in September 2018. Mr. Laurie is a Managing Partner in Brookfield’s Private
Equity Group overseeing Capital Markets, Finance and Planning. Mr. Laurie joined Brookfield in 1997 and he has held a number of senicr
finance positions across the organization, including Chief Financial Officer of Brookfield Business Partners. Pricr 1o jeining Brookfield, Mr.
Laurie worked in restructuring and advisory services at Deloitte. Mr. Laurie is a Chartered Professional Accountant and holds a Bachelor of
Commerce from Queen’s University.

Gregory Morrison was appointed as a director of our general partner in July 2019. He is currently a director of Brookfield Bermuda Limited.
Mr. Morrison has more than 35 years of experience in the insurance and reinsurance industries. He served as Chief Executive Officer of
Trisura Group Ltd. (TSX:TSU) and Platinum Underwriters Holdings Lid., previously traded on the NYSE, both multi-line insurance and
reinsurance companies. Mr. Morrisen alse served as Chief Executive Officer of London Reinsurance Group Inc. and Imagine Group Heldings
Ltd, reinsurers in the life and property casualty markets. Mr. Morrison currently sits on the boards of directors of a number of companies,
including Trisura Group Ltd., Aetna Life & Casualty (Bermuda) Limited, Weston Insurance Holdings Corporation, Aspen Bermuda Limited,
Multi-Strat Holdings and various intemational subsidiaries of Brookfield Asset Management. He is a Fellow of the Society of Actuaries (retired)
and is an active member of various audit and risk committees.

Jim Reid was appointed as a director of our general partner in September 2017. Mr. Reid is a Managing Pariner and a Chief Investment
Officer in Brookfield’s Private Equity Group. Mr. Reid is responsible for originating, evaluating and structuring investments and financings in
the energy sector, and for overseeing operations in Brookfield’s energy segment. He established Brookfield’s Calgary office in 2003 after
spending several years as a Chief Financial Officer for two cil and gas exploration and production companies in Westem Canada. Mr. Reid
obtained his Chartered Professional Accountant designation at PricewaterhouseCoopers in Toronto and holds a Bachelor of Arts in Commerce
from the University of Toronto.

William L. Transier was appointed as a director of our general partner in March 2019. Mr. Transier is the Chief Executive Officer of Transier
Advisors, LLC, an independent advisory firm, and has served as an independent director of Helix Energy Solutions Group since 2000 and as
the Chairman of the board of directors since July 2017 . Since October 2018, Mr. Transier has also served as a member of the board of directors
of Sears Holding Corporaticn and as a member of its restructuring committee and restructuring subcommittee of the board. Mr. Transier served
on the boards of directors of Gastar Exploration Inc. from August 2018 to February 2019, CHC Group Ltd. from 2016 to July 2017, Paragon
Offshore Plc. from 2014 to July 2017 and Cal Dive Intematicnal, Inc., a publicly traded company that was formerly a subsidiary of Helix, from
2006 to 2012, including as the lead director from 2009 to 2012. Mr. Transier was the co-founder of Endeavour International Corporation, an
international oil and gas exploration and production company. He served as non-executive Chairman of Endeavour’s board of directors from
2014 until 2015, as Chairman, Chief Executive Officer and President of Endeavor from 2006 to 2014 and as co-Chief Executive Officer from
formation in 2004 through 2006. Mr. Transier also served as Executive Vice President and Chief Financial Officer of Ocean Energy, Inc. from
1999 to 2003 and prior to that, he served in various positions of increasing responsibility with Seagull Energy Corporation (a predecessor
company to Ocean Energy). Before his tenure with Seagull, Mr. Transier served in various roles, including partner, in the audit department
and head of the Global Energy practice of KPMG LLP. Mr. Transier has a BBA degree from the University of Texas, an MBA from Regis
University, an MA in theological studies from Dallas Baptist University and is a Certified Public Accountant.

Denis Turcotte was appointed as a director of our general partner in September 2018. Mr. Turcotte is 2 Managing Partner in Brookfield's
Private Equity Group, responsible for business operations. Mr. Turcotte joined Brookfield’s Private Equity Group in 2017, prior to which he
served as a member of the Brookfield Private Equity Advisory Board for ten years, and as a member of the Brookfield Business Partners’
board of directors from 2016 until 2017. Prior 1o joining Brookfield, Mr. Turcotte held several roles, including Principal with North Channel
Management and Capital Pariners, Chief Executive Officer of Algoma Steel, President of the Paper Group and Executive Vice President,
Corporate Development and Planning with Tembec. Mr. Turcotte holds a Bachelor of Engineering from Lakehead University and an MBA from
the University of Western Ontario.

Bill Utt was appointed Chaiman of the board and as a director of our general partner in June 2017. He served as a director of Teekay
Corporation from 2015 to 2019 and was appeinted as its Chairman of the board of directors from June 2017 until June 2019. Mr. Utt alsc
served as a director of Teekay GP L.L.C._, the general partner of Teekay LNG Partners L.P., from 2018 to 2019. From 2014 to 2018, he served
as a director of Cobalt Intemational Energy, Inc., including serving as Chairman of the board from 2016 to 2018. Mr. Utt brings over 34 years
of engineering and energy industry experience to the board of our general pariner. From 2006 until his retirement in 2014, he served as
Chairman, President and Chief Executive Officer of KBR Inc., a global engineering, construction and services company. From 1995 to 20086,
Mr. Utt served as the President and Chief Executive Officer of SUEZ Energy North America and President and Chief Executive Officer of
Tractebel’s North American energy businesses. Prior to 1995 he held senior management positions with CRSS, Inc., which was a developer
and operator of independent power and industrial energy facilities prior to its merger with Tractebel in 1995. Mr. Utt also currently serves as
a member of the board of directors for BrandSafway, part of the Clayton, Dubilier & Rice, LLC portfolio.
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Our Management

On February 1, 2017, Teekay Offshore Partners L.P. and its wholly-owned subsidiary, Holdco, entered into a service agreement with the
Service Provider, a subsidiary of Holdco. The following table presents certain information regarding the senior management team that is
principally respensible for our operations and their positions with the Service Provider as at December 31, 2019:

Name Age Position

Ingvild Seether 51 President and Chief Executive Officer, Teekay Offshore Group Ltd.
Jan Rune Steinsland 59 Chief Financial Officer, Teekay Offshore Group Ltd.

Duncan Donaldson 40 General Counsel, Teekay Offshore Group Lid.

Ingvild Saether was appointed President and Chief Executive Officer of Teekay Offshore Group Lid., a service provider to us, in February
2017. Ms. Sasther joined Teekay Corporation in 2002, as a result of Teekay Corporation's acquisition of Navion AS from Statcil ASA. Since
joining Teekay Corporation, Ms. Szether has held management positions in Teekay Corporation's conventional tanker business until 2007,
when she assumed the commercial responsibility for Teekay Corporation’s shuttle tanker activities in the North Sea, and in 2011, Ms. Seether
assumed the position of President, Teekay Offshore Logistics. Ms. Szether has over 25 years of experience in the shipping and offshore sector
and has been engaged in a number of boards and associations related 1o the industry.

Jan Rune Steinsland was appointed Chief Financial Officer of Teekay Offshore Group Ltd., a service provider to us, in September 2018. Mr.
Steinsland joined Teekay from drilling contractor Songa Offshore SE where he served as Chief Financial Officer from 2013 to 2018. Mr.
Steinsland brings 30 years of energy and offshore industry experience. Previous assignments of Mr. Steinsland’s include serving as Chief
Financial Officer at drilling contractor Ocean Rig and the financial group Acta Holding, as well as serving in several senior management
positions at ExxonMobil. Mr. Steinsland has a Lic. Oec. degree from the University of St. Gallen, Switzerland and is a Certified European
Financial Analyst (CEFA).

Duncan Donaldson was appointed General Counsel of Teekay Offshore Group Ltd., a service provider to us, in February 2018. Mr. Donaldson
is a United Kingdom national and has been a qualified lawyer in England and Wales since 2005. Throughout his career Mr. Donaldson has
specialized in the energy, transportation and infrastructure sectors, first in private practice with Linklaters LLP in London and subsequently in
a variety of legal roles within the offshore business units of the A P. Moller-Maersk Group. Most recently, Mr. Donaldson served for three years
as Chief Legal Counsel, North and South America for Maersk Drilling based in Houston, Texas, during which time he was also registered as
a Foreign Legal Consultant with the State Bar of Texas. Mr. Donaldson has a BA (Hons) degree from Cambridge University and completed
his post-graduate legal education at Nottingham Law School.

B. Compensation
Executive Compensation

During 2019, the aggregate amount incurred by the Service Provider for compensation expenses of the individuals identified, excluding any
long-term incentive plan awards issued directly by us as described below, was $1.8 million. The amounts were paid primarily in Norwegian
Kroner, but are reported here in U.S. Dollars using an average exchange rate of 8.79 Norwegian Kroner for each U.S. Dollar for 2019.

Compensation of Directors

Mr. Kenneth Hvid, the President and Chief Executive Officer of Teekay Corporation and who also serves as director of our general partner,
does not receive additional compensation for his service as a director of our general partner. Each of our directors, other than Mr. Hvid,
receives compensation for attending meetings of the board of directors, as well as committee meetings. During 2019, each director, other
than the Chair and Mr. Hvid, received a director fee of $60,000 for the year and an award of common units with an aggregate maximum value
of approximately $75,000 for the year. The Chair received a director fee of $60,000 and an additicnal annual fee of $47,500 for the year and
an award of common units with a value of approximately $107,500 for the year. In addition, members of the audit, conflicts and corporate
govermnance committees each received an additional committee fee of $7,500, $7,500 and $5,000, respectively, for the year, and the chairs
of each committee received an additional fee of $17,000, $12,000 and $10,000, respectively, for the year for serving in that role. Each director
was also reimbursed for out-of-pocket expenses in connection with attending meetings of the board of directors or committees. Each director
is fully indemnified by us for actions associated with being a director to the extent permitted under the law of the Republic of the Marshall
Islands.

During 2019, the directors received, in the aggregate, $611,000 in cash fees for their services as directors, plus reimbursement of their out-
of-pocket expenses. During the year ended December 31, 2019, a total of 561,420 common units, with an aggregate value of $0.7 million,
were granted and issued to the directors of the general pariner as part of their annual compensation for 2019.

2006 Long-Term Incentive Plan
Our general partner adopted the Teekay Offshore Partners L.P. 2006 Long-Term Incentive Plan for employees and directors of and consultants

to our general partner and employees and directors of and consultants to its affiliates, who perform services for us. The plan provides for the
award of restricted units, phantom units, unit options, unit appreciation rights and other unit or cash-based awards.
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In March 2019, our general partner awarded 2,577,626 restricted units to certain of our employees and employees of Teekay Corporation's
subsidiaries who provide services to our business with a grant date fair value of $3.0 million, based cn our closing common unit price on the
grant date. Prior to completion of the Merger each restricted unit was equal in value to one of our commeon units plus reinvested distributions
from the grant date to the vesting date. Subsequent to the Merger each restricted unit that had not vested is expected to be settled as a cash-
based award upon vesting.

C. Board Practices

Teekay Offshore GPL.L.C., our general partner, manages our operations and activities. Unitholders generally are not entitled 1o elect directors
of our general partner or directly or indirectly participate in our management or operation.

The Board currently consists of eight directors. Directors are appointed to serve until their successors are appointed or until they resign or
are removed.

There are no service contracts between us and any of our directers providing for benefits upen termination of their employment or service.

The Board has the following five committees: Audit Committee, Conflicts Committee, Corporate Governance Committee, Compensation
Committee and Project & Opportunity Review Committee. The membership of these committees and the function of each of the committees
are described below. The Audit Committee and Conflicts Committee are currently comprised solely of independent directors, and each of the
committees operates under a written charter adopted by the Board. Mr. Kenneth Hvid, an officer and employee of Teekay Corporation, is an
observer on the Compensation Committee; Mr. Jim Reid, an officer and employee of Brookfield, is an observer on the Audit Committee. The
committee charters forthe Audit Committee, the Conflicts Committee, the Corporate Governance Committee and the Compensation Committee
are available under “Investors — Govemance” from the home page of our web site at www.teekayoffshore.com. During 2019, the Board held
15 meetings. All directors attended all board meetings, except for seven meetings where one directer did not attend and two meetings where
three directors did not attend. All members of the Conflicts Commitiee attended all meetings, one member of the Corporate Govemance
Committee did not attend one meeting, one member of the Compensaticn Committee did not attend one meeting, one member of the Audit
Committee did not attend one meeting, and the Project & Opportunity Review Committee did not hold any meetings.

Audit Committee. The Audit Committee of our general partner is composed of three or more directors, each of whom must meet the
independence standards of the NYSE, the SEC and any other applicable laws and regulations goveming independence from time to time.
This committee is cumrently comprised of directors William L. Transier (Chair), Bill Utt and lan Craig, all independent directors. Jim Reid is an
observer to the committee. All members of the commitiee are financially literate and the Board has determined that Mr. Transier qualifies as
an audit committee financial expert.

The Audit Committee assists the Board in fulfilling its responsibilities for general oversight of:

= theintegrity of our financial statements;
= our compliance with legal and regulatory requirements;
= the qualifications and independence of our independent auditor; and

« the performance of our internal audit function and our independent auditor.

Confiicts Committee. The Conflicts Committee of our general partner is to be composed of at least two directors and is cumrently comprised
of lan Craig (Chair), with a vacancy due to the retirement of David L. Lemmon on January 23, 2020. There is no observer to the committee.
The members of the Conflicts Committee must not be officers or employees of our general partner or directors, officers or employees of its
affiliates, and must meet the heightened NYSE and SEC director independence standards applicable to audit committee membership and
certain other requirements.

The Confiicts Committee:

«  reviews specific matters that the Board believes may involve conflicts of interest; and

« determines if the resolution of the conflict of interest is fair and reasonable to us.

Any matters approved by the Conflicts Committee will be conclusively deemed to be fair and reasconable to us, approved by all of our partners,
and not a breach by our general partner of any duties it may owe us or our unitholders. The Board is not obligated tc seek approval of the
Conflicts Committee on any matter, and may determine the resclution of any conflict of interest itself.

Corporate Govermnance Committee. The Corporate Governance Committee of our general partner is composed of at least two directors. This
committee is currently composed of directors Bill Utt (Chair), Denis Turcotte and Craig Laurie.

The Corporate Governance Committee:

* oversees the operation and effectiveness of the Board and its corporate govemance; and

« develops, updates and recommends to the Board corporate govermnance principles and policies applicable to us and our general partner
and monitors compliance with these principles and policies.
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Compensation Committee. The Compensation Committee of our general partner is composed of at least two directors. This committee is
currently comprised of directors Denis Turcotte (Chair) and Craig Laurie. Mr. Hvid is an observer on the Compensation Committee.

The Compensation Committee:

= discharges the responsibilities of the Board relating to compensation of the executive officers, if any, of us, our general pariner, our key
subsidiaries and the Board; and

= approves and evaluates compensation plans, policies and programs of us and our general partner.

Project & Opportunity Review Comimittee. The Project & Opportunity Review Committee of our general partner is composed of at least two
directors. This committee is currently composed of directors lan G. Craig (Chair), Jim Reid and Bill Utt. The Project & Opportunity Review
Committee reviews in consultation with management, capital projects and other commercial opportunities proposed by management that
require the Board’s approval.

D. Employees
Crewing and Staff

As of December 31, 2019, approximately 1,900 seagoing staff served on our vessels, compared to approximately 2,000 seagoing staff as of
December 31, 2018 and approximately 2,100 seagoing staff as of December 31, 2017. As of December 31, 2019, our subsidiaries employed
approximately 450 staffwho served on shore in technical, commercial and administrative roles in varicus countries compared to approximately
400 staff as of December 31, 2018 and approximately 53 staff as of December 31, 2017. Teekay Corporation subsidiaries also provided
certain on-shore advisory and administrative support to our operating subsidiaries pursuant to service agreements, which are in the process
of being transferred or have been fransfered to us.

We regard attracting and retaining motivated seagoing perscnnel as a top priority, and offer seafarers what we believe are highly competitive
employment packages and comprehensive benefits and opportunities for perscnal and career development, which relates to a philosophy of
promoting internally.

Substantially all officers and seamen for the Norway-flagged vessels are coverad by a collective bargaining agreement with Norwegian unicns
(Norwegian Maritime Officers’ Association, Norwegian Union of Marine Engineers and the Norwegian Seafarers’ Union). We have entered
into a Collective Bargaining Agreement with Sindicato dos Trabalhadores Offshore do Brasil (or SINDITOB), which covers substantially all
Brazilian resident offshore employees on board our FPSO units Rio das Ostras and Piranema Spirit. We have entered into a Collective
Bargaining Agreement with Norwegian offshore unions (SAFE, Industry Energi and DSO), through its membership in Norwegian Shipowners
Association (or NSA). The agreement covers substantially all of the offshore employees on board our FPSO units on the Norwegian Continental
Shelf. We have entered into a Collective Bargaining Agreement with the Fish, Food and Allied Workers Union of Newfoundland and Labradoer
and the Canadian Merchant Service Guild in Canada. The agreement covers substantially all of the offshore employees on board our shuttle
tankers operating in the East Coast of Canada. We believe our relationships with these local labor unions are good, with long-term collective
bargaining agreements which demonstrate commitment from both parties.

Our commitment to training is fundamental to the development of the highest caliber of seafarers for marine operations. Our cadet training
approach is designed to balance academic learning with hands-on training at sea. Teekay Corporation has relationships with training institutions
in the Philippines and we have relationships with training institutions in Canada, Norway, Brazil and the United Kingdom. After receiving formal
instruction at one of these institutions, cadet training continues on board vessels. We alsc have a career development plan that was devised
to ensure a continuous flow of qualified officers who are trained on our vessels and familiarized with our operational standards, systems and
policies. We believe that high-quality crewing and training policies will play an increasingly important role in distinguishing larger independent
shipping companies that have in-house or affiliate capabilities from smaller companies that must rely on outside ship managers and crewing
agents on the basis of customer service and safety.

E. Unit Ownership

The following table sets forth certain information regarding beneficial ownership, as of December 31, 2019, of our common units by all the
current directors and the senior management of the Service Provider. The information is not necessarily indicative of beneficial ownership for
any other purpose. Under SEC rules, a person beneficially owns any common units that the person has the right to acquire as of February
29, 2020 (60 days after December 31, 2019) through the exercise of any common unit option or other right. Unless otherwise indicated, each
person has sole voting and investment power (or shares such powers with his or her spouse) with respect to the common units set forth in
the following table. Information for all persens listed below is based on information delivered to us.

Identity of Person or Group Common Units Owned Percentage of Common Units Owned™

All directors and senior management employees as a group
(11 persons) 312,141 0.08%

{1) Excludes the 0.76% general partner interest held by our general partner, a 100%-owned subsidiary of Brookfield.
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Item 7. Major Unitholders and Related Party Transactions
A. Major Unitholders

Thefollowing table sets forth the beneficial ownership, as at the date of this Annual Report, of our common units by each person that beneficially
owns more than 5% of the outstanding common units. The number of common units beneficially owned by each person is determined under
SEC rules and the information is not necessarily indicative of beneficial ownership for any other purpose. Under SEC rules a person beneficially
OWNs any common units as to which the person has or shares voting or investment power. In addition, a persen beneficially owns any units
that the person or entity has the right to acquire as of the date 60 days after the date of this Annual Report through the exercise of any common
unit option or other right. Unless otherwise indicated, each unitholder listed below has sole voting and investment power with respect to the
common units set forth in the following table. Our Class A common units are economically equivalent to the Class B common units held by
Brookfield following the Merger, but have limited voting rights and limited transferability:

Percent of Total

Percent of Class B Percent of Class Class A and
Class B Common Common Units Class ACommon A Common Units Class B Common
Identity of Person or Group Units Owned Units Owned Units Owned
Brookfield ™ 405,931,898 100% — —% 98.7%

{1) Excludes the 0.76% general partner interest held by our general partner, a 100%-owned subsidiary of Brookfield.

As at the date of this Annual Report, affiliates of Brookfield held a 100% interest in our general partner.
B. Certain Relationships and Related Party Transactions

Certain Relationships

As of the date of this Annual Report Brookfield holds a 100% ownership interest in our general partner, Teekay Offshore GP L.L.C. and
100% of our outstanding Class B commeon units, which represent 98.7% of our combined outstanding Class Aand Class B common units.

Craig Laurie, Gregory Morrison, Jim Reid and Denis Turcotte are directors of our general partner. Messrs. Laurie and Turcotte are Managing
Partners in Brockfield's Private Equity Group, Mr. Reid is a Managing Partner and Chief Investment Officer in Brookfield's Private Equity
Group. Mr. Morrison is a director of Broockfield Bermuda Limited and various international subsidiaries of Brookfield Asset Management.

Kenneth Hvid is a director of our general partner. Mr. Hvid is also the President and Chief Executive Officer of Teekay Corporation.
Transactions and relationships between Teekay Corporation and us are described below.

William L. Transier is a director of our general partner and has served as a director of Westinghouse Electric Company, a wholly-owned
subsidiary of Brookfield, since 2018.

Bill Utt is a director of cur general partner and of BrandSafway, part of the Clayton, Dubilier & Rice, LLC portfolio. Brockfield Business
Partners L.P. has agreed to purchase from Clayton, Dubilier & Rice, LLC a 45% interest in BrandSafway.

Transactions with Brookfield

2020 Merger with Brookfeld

On January 22, 2020, Brookfield completed its acquisition by merger of all of the outstanding publicly held and listed common units
representing our limited partner interests held by unaffiliated unitholders pursuant to the Merger Agreement among us, our general
partnerand certain members of Brookfield. As a result of the Merger, Brockfield owns 100% of our Class B common units, representing
approximately 98.7% of our outstanding common units. All of the Class A common units, representing approximately 1.3% of our
outstanding common units as of the closing of the Merger, are held by the unaffiliated unitholders who elected to receive the equity
consideration in respect of their common units in the Merger.

In connection with the Merger, the incentive distribution rights held by our general partner and all of our outstanding warrants to
purchase common units were canceled and ceased to exist, with no consideration being delivered to the holders thereof. For additional

information about the Merger, please see ltem 5--Operating and Financial Review and Prospects-- Management’s Discussion and
Analysis of Financial Condition and Results of Operations--Significant Developments--Brookfield Merger.

2017 Brookfield Transactions

In September 2017, we entered into a strategic partnership (or the Brookfield Transaction) with Brookfield, which included the following
transactions, among others:
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a. Investment and Related Transactions

Brookfield and Teekay Corporation invested $610.0 million and $30.0 million, respectively, in us in exchange for 244.0 million and
12.0 million common units, respectively, at a price of $2.50 per common unit, and 62 4 million (or the Brookfield Purchased Warrants)
and 3.1 million common unit warrants, respectively, with an exercise price of $0.01 per unit and which warmants were exercisable at
any time until September 25, 2024 if our common unit volume-weighted average price was equal to or greater than $4.00 per unit
(or the Threshold Price) for 10 consecutive trading days prior to that date.

Brookfield acquired from Teekay Corporation a 49.0% interest in our general partner in exchange for $4.0 million and an option (or
the Option), which it exercised in July 2018, to purchase an additional 2.0% interest in our general partner from Teekay Corporation
in exchange for 1.0 million of the Brookfield Purchased Warrants.

Brookfield acquired, from a subsidiary of Teekay Corporation, the $200 million promissory note originallyissued by us to such subsidiary
in July 2016 and which promissory note was amended and restated (or the Brookfie/d Promissory Note) in connection with the
acquisition by Brookfield to, among other things, extend its maturity date from 2019 to 2022. Brookfield purchased the promissory
note frem Teekay Corporation for $140.0 million in cash and 11.4 million of the Brockfield Purchased Wamants. As described below,
in July 2018 Brookfield exchanged the Brookfield Promissory Note for certain of our 8.5% senior unsecured bonds due 2023.

Werepurchased and canceled all of our outstanding Series C-1and Series D preferred units from existing unitholders, foran aggregate
of approximately $250.0 miillion in cash, and at a price per Series C-1 Preferred Unit of $18.20 and per Series D Preferred Unit of
$23.75 per unit, plus, in each case, any accrued and unpaid quarterly distributions. As part of such repurchases, we paid to Teekay
Corporation an aggregate amount of $24.7 million as a holder of repurchased Series D Prefemred Units. Concurrently, the per unit
exercise price of our Series D tranche B warrants to purchase common units (which were issued in June 2016 as part of our Series
D Preferred Unit financing, and a portion of which warmrants were held by Teekay Corporation) was reduced from $6.05 to $4.55.

b. General Partner Agreement

The amended and restated limited liability company agreement of our general partner, as amended (or the GP LLC Agreement),
which governs certain affairs of our general pariner and certain rights and obligations among its owners.

Under the GP LLC Agreement, except as otherwise provided therein, directors of our general partner are elected (and removed and
replaced, if applicable) by members holding a majority of the outstanding equity interests. Affiliates of Brookfield hold 100% of the
outstanding equity interests of our general partner and are entitled to elect the directors of our general partner, provided that under
the GP LLC Agreement, Teekay Corporaticn has the right to elect one director until the earlier of (x) May 8, 2020 or (y) the date of
termination of the License Agreement (as defined below).

The GP LLC Agreement provides, among other things that, until the directors elected by Brookfield TOGP constitute a majority of
the board of directors, our general partner and we will not engage in certain actions without Brookfield TOGP’s consent, which actions
include, among others and in each case subject to specified exceptions, (i) authorizing, issuing, splitting, combining or reclassifying
equity securities of our general partner or us, (i) incurring indebtedness in excess of $50 million, (jii) amending the crganizational
documents or specified corporate policies of our general pariner or us, (iv) entering into a transaction with any affiliate of ours in
excess of $1 millicn, (v) entering intc acquisition or divestment transactions, or making capital expenditures, in each case, in excess
of $50 million, (vi) entering into, amending, waiving or terminating contracts in excess of $50 million or certain other contracts,
(vii) commencing or settling litigation or dispute resolution proceedings in excess of $5 million, (viii) entering into any merger, business
combination or spin-off transacticn or taking any other action that requires the approval of the helders of our common units,
(ix) increasing or decreasing the size of our general pariner’s board of directors, (xi) making material changes to the employment of
certain officers, (x} effecting any material change in the nature of our business or operations, (xi} approving a business plan or annual
budget of ours involving an increase in expenditures in excess of 5% over the prior fiscal year, (xii) declaring or paying dividends or
distributions on equity securities of our general partner or us, or (xiii) redeeming, purchasing or otherwise acquiring equity securities
of our general partner or us.

c. Trademark License Agreement

We and Teekay Corporation entered into a trademark license agreement (or the License Agreement), pursuant to which Teekay
Corporation granted to us a license to use certain intellectual property, including trademarks and service marks owned by Teekay
Corporation and its subsidiaries, for no fee in connection with our business, subject to our compliance with Teekay Corporation’s
guality control standards, applicable legal requirements and other conditions, including operation of our business consistent with
certain key performance indicators applicable to Teekay Corporation public company subsidiaries. The License Agreement also
contains covenants regarding the protection of Teekay Corporation’s intellectual property rights, indemnification obligations of us with
respect to our use of the licensed marks, termination, and other customary provisions.

d. Services Agreements

Until December 31, 2017, Teekay Corporation and its wholly-owned subsidiaries directly and indirectly provided, pursuant to various
services agreements, a majority of our operating subsidiaries’ commercial, technical, crew training, strategic, business development,
securities law compliance and administrative service needs. In connection with the Brookfield Transaction, Teekay Corporation agreed
to transfer to us the Teekay Corporation subsidiaries that are devoted exclusively or nearly exclusively to providing services to us
and our subsidiaries pursuant to the services agreements. On January 1, 2018, we acquired a 100% ownership interest in seven
subsidiaries of Teekay Corporation for cash consideration of $1.4 million, which subsidiaries provide ship management, commercial,
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technical, strategic, business development and administrative services, primarily related to our operating subsidiaries’ FPSO units,
shuttle tankers and FSO units. Teekay Corporation continues to provide to us certain services, and since January 1, 2018, we provide
to Teekay Corporation certain services, including those relating to its FPSO units.

Because prior to January 1, 2018, certain people providing services to us and our subsidiaries previously were employees of various
subsidiaries of Teekay Corporation, their compensation (other than any awards under our long-term incentive plan) prior to January
1, 2018 was set and paid by the Teekay Corporation subsidiary that employed them. These persons included Ingvild Seether, the
President and CEO of Teekay Offshore Group Ltd. and other executives of that entity. Pursuant to our services agreements with
Teekay Corporation and its subsidiaries, we agreed to reimburse Teekay Corporation for time spent by such persons on providing
services to us and our subsidiaries. These reimbursements are in addition to other fees paid under the various services agreements
with Teekay Corporation. Please read Item 18. - Financial Statements: Note 11 - Related Party Transactions and Balances for further
information.

e. Registration Rights Agreement

In connection with the Brookfield Transaction, we, Brookfield TOLP and Teekay Corporation entered into a registration rights agreement
relating to the registration under the U.S. Securities Act of 1933, as amended, of certain common units and wamrants. During the
period the registration rights agreement is in effect, Brookfield and Teekay Corporation will suspend our general partner’s existing
registration rights under our partnership agreement. The registration rights agreement provides each of Brookfield TOLP and Teekay
Corporation with the right to include our common units held by them as of the closing of the Brookfield Transaction (including common
units issuable upon the exercise of warrants issued to them in the Brookfield Transaction). In any registration statement filed by us
in connection with a public offering of our common units or securities convertible into, or exchangeable for, common units, subject
to customary exceptions and limitations. The registration rights agreement provides that registration expenses, including the
reasonable fees and expenses of any counsel on behalf of the holders of the securities to be registered, will be bome by us.

f. Loan from Brookfield

Please read ltem 18. - Financial Statements: Note 11(j) - Related Party Transactions and Balances for a description of a $125 million
revolving credit agreement we entered into with Brookfield.

2018 Purchase of Senior Unsecured Bonds by Brookfield

Please read Item 18. - Financial Statements: Note 11(k) - Related Party Transactions and Balances for a description of Brookfield’s
purchase from us in July 2018 of $500 millicn principal amount of cur 8.50% senior unsecured bonds due 2023, and related
transactions.

Omnibus Agreement

In connection with our initial public offering in 2006, we and our general partner entered into an omnibus agreement with Teekay Corporation,
Teekay LNG Partners L.P. and related parties. The following discussion describes certain provisions of the omnibus agreement, as it has
been amended.

Noncompetition. Under the omnibus agreement, Teekay Corperation and Teekay LNG Partners L.P. have agreed, and have caused their
controlled affiliates (other than us) to agree, not to own, operate or charter certain “Offshore Assets” (including shuttle tankers, FSO units
and FPSO0 units). This restriction does not prevent Teekay Corporation, Teekay LNG Partners L.P. or any of their other controlled affiliates
from, among other things:

« owning, operating or chartering Offshore Assets if the remaining duration of the time charter or contract of affreightment for the vessel,
excluding any extension options, is less than three years; or

« acquiring, operating or chartering Offshore Assets if our general partner has previously advised Teekay Corporation or Teekay LNG
Partners L.P. 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 vessels.

In addition, under the omnibus agreement we have agreed not to own, operate or charter crude oil tankers or liguefied natural gas (or
LNG) carriers. This restriction does not prevent us from, among other things, acquiring. operating or chartering oil tankers or LNG carriers
if Teekay Corporation or Teekay LNG Partners L.P., respectively, has previously advised our general partner that it has elected not to
acquire or operate those vessels.

Rights of First Offer on Conventional Tankers, LNG Carriers and Offshore Vesseis. Under the omnibus agreement, we have granted to
Teekay Corporation and Teekay LNG Partners L.P. a 30-day right of first offer on certain (a) sales, transfers or other dispositions of any
Aframax tankers, in the case of Teekay Corporaticn, or certain LNG carriers in the case of Teekay LNG Partners L.P., or (b) re-charterings
of any Aframax tankers or LNG carriers pursuant to a time charter or contract of affreightment with a term of at least three years if the
existing charter expires or is terminated early. Likewise, each of Teekay Corporation and Teekay LNG Partners L.P. has granted a similar
right of first offer to us for any Offshore Vessels it might own that, at the time of the proposed offer, is subject to a time charter or contract
of affreightment with a remaining term, excluding extension options, of at least three years. These rights of first offer do not apply to certain
transactions.
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Termination. If Teekay Corporation or its affiliates no longer control cur general partner or the general partner of Teekay LNG Partners
L.F. orifthere is a change of control of Teekay Corporation, our general partner, the general pariner of Teekay LNG Partners L.F. or Teekay
Corporation, as applicable, may terminate relevant non-competition and rights of first offer provisions of the omnibus agreement.

Other

Please read Item 18. - Financial Statements: Note 11 - Related Party Transactions and Balances for additional information about these
and various other related-party transactions.

Item 8. Financial Information

Consolidated Financial Statements and Other Financial Information

Consolidated Financial Statements and Notes

Please see ltem 18 below for additicnal information reguired to be disclosed under this Item.
Legal Proceedings

Occasionally we have been, and expect to continue to be, subject to legal preceedings and claims in the ordinary course of our business,
principally personal injury and property casualty claims. These claims, even if lacking merit, could result in the expenditure of significant
financial and managerial resources.

Please read Item 5 - Operating and Financial Review and Prospects - Management’s Discussion and Analysis of Financial Conditions and
Results of Operations - Significant Developments - Dispute Resolutions for a description of the disposition of previously reported litigation or
arbitration that occurred during 2019.

Please read Item 18. — Financial Statements: Note 14 — Commitments and Contingencies for a description of certain claims made against
us.

In January 2020, @kokrim (the Norwegian National Authority for Investigation and Prosecution of Economic and Environmental Crime) and
the local Stavanger police raided the premises of our subsidiary Teekay Shipping Norway AS, based on a search wamrant issued pursuant to
suspected violations of Norwegian pollution and export laws in connection with the export of the Navion Britannia shuttle tanker from the
Norwegian Continental Shelf in March 2018 and the subsequent recycling of the vessel. We have not identified any such violations but continue
to evaluate any potential liabilities with our advisors.

Cash Distribution Policy
Rationale for Our Cash Distribution Policy

Our cash distribution policy requires us to distribute all of our available cash (as defined in our partnership agreement and after deducting
expenses, including estimated future capital expenditures and reserves)rather than our retaining it each quarter. Available cashis determined
after payment of distributions on our preferred units. In determining the amount of cash available for distribution, the board of directors of our
general partner, in making the determination on our behalf, approves the amount of cash reserves to set aside, including reserves for future
capital expenditures, anticipated future credit needs, working capital and cther matters. We also rely upon external financing sources, including
commercial borrowings and proceeds from debt and equity offerings, to fund our capital expenditures. Accordingly, to the extent we do not
have sufficient cash reserves or are unable to obtain financing, our cash distribution policy may significantly impair our ability to meet our
financial needs or to grow.

Although global crude oil and gas prices have experienced moderate recovery since falling from the highs of mid-2014, prices have not
returned to those same highs and remain volatile due to global and regicnal geopolitical, economic and strategic risks and changes. This has
affected the energy and capital markets and may also result in our vessels being employed on customer contracts that are cancellable or the
failure of customers to exercise charter extension options, potentially resulting in increased off-hire for affected vessels. We believe it is in
the best interests of our common unitholders to conserve more of our internally-generated cash flows to fund these projects and to reduce
debt levels. As a result, in January 2019, we reduced our quarterly distributions on our common units to $nil. Our operational focus over the
short-term is on extending contracts and redeploying existing assets on long-term charters.

Limitations on Cash Distributions; Our Ability to Change Our Cash Distribution Policy

There is no guarantee that unitholders will receive quarterly distributions from us and our quarterly distributions on our common units are
currently $nil. Our distribution policy is subject to certain restrictions and may be changed at any time, including:

*  Our common unithclders have no contractual or other legal right to receive distributions other than the obligation under our partnership

agreement to distribute available cash on a quarterly basis, which is subject to our general pariner’s broad discretion to establish reserves
and other limitations.
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«  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 but subject to rights of holders of our outstanding preferred units, may be
amended with the approval of a majority of the outstanding common units.

«  Evenif our cash distribution policy is not modified or revoked, the amount of distributions, if any, we pay under our cash distribution policy
and the decision to make any distributicn is determined by the board of directors of 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 unitholders to the extent that at the
time of the distribution, after giving effect to the distribution, all of our liabilities, other than liabilities to partners on account of their
partnership interests and liabilities for which the recourse of creditors is limited to specified property of ours, exceed the fair value of our
assets, except that the fair value of property that is subject to a liability for which the recourse of creditors is limited shall be included in
our assets only to the extent that the fair value of that property exceeds that liability.

«  We may lack sufficient cash to pay distributions to our unitholders due to decreases in net revenues or increases in operating expenses,
principal and interest payments on cutstanding debt, tax expenses, working capital requirements or anticipated cash needs.

*  Ourdistribution policy may be affected by restrictions on distributions under our credit facility agreements, which contain material financial
tests and covenants that must be satisfied. Should we be unable to satisfy these restrictions included in the credit agreements or if we
are otherwise in default under the credit agreements, we would be prohibited from making cash distributions, which would materially
hinder our ability to make cash distributions to unitholders.

Incentive Distribution Rights

Prior to the Merger, our general partner was entitled to incentive distributions if the amount we distributed to common unitholders with respect
to any quarter exceeded specified target levels. In connection with the Merger, the incentive distribution rights were canceled and ceased to
exist.

During 2019, cash distributions on common units were below the minimum level to trigger for incentive distribution payments. Consequently,
the increasing percentages were not used to calculate the general pariner’s interest in net loss for the purposes of the net loss per common
unit calculation for the year ended December 31, 2019.

In the event of a liquidation, all property and cash in excess of that required to discharge all liabilities and liquidation amounts on the Series
A, Series B and Series E preferred units will be distributed to the common unitholders and the general partner in proportion to their capital
account balances, as adjusted to reflect any gain or loss upon the sale or other disposition of our assets in liquidation in accordance with the
partnership agreement.

Significant Changes

Not applicable.

Item 9. The Offer and Listing

Prior to the Merger, our common units were traded on the NYSE under the symbol “TOQ”; following the Merger neither our Class Acommon
units or our Class B common units are listed on a national securities exchange. Our Series A Preferred Units are traded on the NYSE

under the symbol “TOO-PRA”. Our Series B Preferred Units are traded on the NYSE under the symbol “TOO-PRB”. Our Series E Preferred
Units are traded on the NYSE under the symbol “TOO-PRE”.

Item 10. Additional Information
Memorandum and Articles of Association

The information required to be disclosed under ltem 10B is set forth in Exhibit 2.7 (Description of Securities Registered Under Section 12 of
the Exchange Act) and incorporated herein by reference.

Material Contracts

The following is a summary of each material contract, other than material contracts entered into in the ordinary course of business, to which
we are or any of our subsidiaries is a party, for the two years immediately preceding the date of this Annual Report, each of which is included
in the list of exhibits in item 19:

a) Amended and Restated Omnibus Agreement, dated December 19, 2006, among us, our general partner, Teekay Corporation, Teekay
LNG and related parties. Please read ltem 7 — Major Unitholders and Related Party Transactions — Certain Relationships and Related
Party Transactions for a summary of certain contract terms.

b) Teekay Offshore Partners L.P. 2006 Long-Term Incentive Plan. Please read Item 6 — Directors, Senior Management and Employees —
2006 Long-term Incentive Plan for a summary of certain plan terms.
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c) Agreement, dated September 8, 2017, for U.S. $600,000,000 Revolving Credit Facility, between Teekay Shuttle Tankers L.L.C. and Den
Norske Bank Capital L.L.C. and various other banks.

d) Indenture, dated as of July 2, 2018, for U.S. $700,000,000 aggregate principal amount of 8.50% Senior Notes due 2023, between Teekay
Offshore Partners L.P., Teekay Offshore Finance Corp. and The Bank of New York Mellon, as trustee.

e) Second Supplemental Indenture, dated as of July 3, 2018, among Teekay Offshore Partners, L.P., Teekay Offshore Finance Corp. and
The Bank of New York Mellon, as frustee.

f) Investment Agreement, dated as of July 26, 2017, by and between Teekay Offshore Partners L.P. and Brookfield TK TOLP L.F.
g) Investment Agreement, dated as of July 26, 2017, between Teekay Offshore Partners L.P. and Teekay Holdings Limited.
h) Purchase Agreement, dated as of July 26, 2017, between Teekay Holdings Limited and Brookfield TK TOGP L.F.

iy Amended and Restated Subordinate Promissory Note, dated as of July 26, 2017, by and between Teekay Offshore Partners L.P., Teekay
Corporation and Brookfield TK TOLP L.P.

i) Warrant Agreement, dated as of September 25, 2017, by and between Teekay Offshore Partners L.P. and Brockfield TK TOLP L.P.
(canceled in January 2020).

k) Warrant Agreement, dated as of September 25, 2017, by and between Teekay Offshore Partners L.P. and Teekay Shipping Limited
(canceled in January 2020).

I) Registration Rights Agreement, dated September 25, 2017, by and between Teekay Offshore Pariners L.P., Teekay Corporation and
Brookfield TK TOLP L.P.

m) Master Services Agreement, dated September 25, 2017, by and between Teekay Corporation, Teekay Offshore Partners L.P. and
Brookfield TK TOLP L.P.

n) Trademark License Agreement, dated September 25, 2017, by and between Teekay Corporaticn and Teekay Offshore Partners L.P.
o) Agreement and Plan of Merger, dated September 30, 2019, by and among Teekay Offshore Partners L.P., Brookfield TK Acquisition
Holdings LP, Brookfield TK Merger Sub LLC, Teekay Offshore GP L.L.C. and the other parties thereto.

Exchange Controls and Other Limitations Affecting Unitholders

We are not aware of any governmental laws, decrees or regulations, including foreign exchange controls, in the Republic of the Marshall
Islands that restrict the export or import of capital, or that affect the remittance of distributions, interest or other payments to holders of our
securities that are non-resident and not citizens and otherwise not conducting business or transactions in the Republic of the Marshall Islands.

We are not aware of any limitations on the right of non-resident or foreign owners to hold or vote our securities imposed by the laws of the
Republic of the Marshall Islands or our partnership agreement.

Material United States Federal Income Tax Considerations

The following is a discussion of certain material U.S. federal income tax considerations that may be relevant to unitholders. This discussion
is based upoen provisions of the Intemal Revenue Code of 1986, as amended (or the Code), legislative history, applicable U.S. Treasury
Regulations (or Treasury Reguiations), judicial authority and administrative interpretations, all as in effect on the date of this Annual Report,
and which are subject to change, possibly with refroactive effect, or are subject to different interpretations. Changes in these authorities may
cause the tax consequences to vary substantially from the consequences described below. Unless the context otherwise requires, references
in this section to “we,” “our” or “us” are references to Teekay Offshore Partners L.P.

This discussicn is limited to unitholders who hold their units as capital assets for tax purposes. This discussion does not address all tax
considerations that may be important to a particular unithelder in light of the unitholder’s circumstances, or to certain categories of unitholders
that may be subject to special tax rules, such as:

= dealers in securities or cumencies,

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

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

= persons holding our units as part of a hedge, straddle, conversion or other “synthetic security” or integrated transaction,
. certain U.S. expatriates,

. financial institutions,

. insurance companies,

«  persons subject to the alternative minimum tax,

«  persons that actually or under applicable constructive ownership rules own 10% or more of our units (by vote or value), and
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«  entities that are tax-exempt for U.S. federal income tax purposes.

If a partnership (including any entity or airangement treated as a partnership for U.S. federal income tax purposes) helds our units, the tax
treatment of a pariner generally will depend upen the status of the partner and the activities of the partnership. Partners in partnerships holding
our units should consult their tax adviscrs to determine the appropriate tax treatment of the partnership’s ownership of our units.

This discussion does not address any U.S. estate tax considerations or tax considerations arising under the laws of any state, local or non-
U.8. jurisdiction. Each unitholderis urged to consultits tax advisor regarding the U.S_federal, state, local, non-U.S. and othertax consequences
of the ownership or disposition of our units.

United States Federal Income Taxation of U.S. Holders

As used herein, the term U.S. Holder means a beneficial owner of our units that is for U.S. federal income tax purposes: (i) a U.S. citizen or
U.S.resident alien (or a U.S. Individual Hoider), (i) a corporation or other entity taxable as a corporation, that was created or organized under
the laws of the United States, any state thereof or the District of Columbia, (jii} an estate whose income is subject to U.S. federal income
taxation regardless of its source, or (iv) a frust that either is subject to the supervision of a court within the United States and has one or more
U.8. persons with authority to control all of its substantial decisions or has a valid election in effect under applicable Treasury Regulations to
be treated as a U.S. person.

Distributions

We have elected 1o be taxed as a corporation for U.S. federal income tax purposes. Subject to the discussion of passive foreign investment
companies (or PFiCs) below, any distributions made by us to a U.S. Holder with respect to our units generally will constitute dividends, which
may be taxable as ordinary income or “qualified dividendincome” as described in more detail below, to the extent of our current and accumulated
earnings and profits allocated to the U.S. Holder’s units, as determined under U.S. federal income tax principles. Distributions in excess of
our current and accumulated earnings and profits allocated to the U.S. Holder’s units will be treated first as a nontaxable return of capital to
the extent of the U.S. Holder’s tax basis in our units and thereafter as capital gain, which will be either long term or short term capital gain
depending upon whether the U.S. Holder has held the units for more than one year. U.8. Holders that are corporations for U.S. federal income
tax purposes generally will not be entitled to claim a dividends received deduction with respect to any distributions they receive from us. For
purposes of computing allowable foreign tax credits for U.S. federal income tax purposes, dividends received with respect to our units will be
treated as foreign source income and generally will be treated as “passive category income.”

Subject to holding period requirements and certain other limitations, dividends received with respect to our publicly traded preferred units by
a U.S. Holderwho is an individual, trust or estate (or a Non-Corporate U.S. Holder) will be treated as “qualified dividend income” that is taxable
to such Non-Corporate U.S. Holder at preferential capital gain tax rates provided that we are not classified as a PFIC for the taxable year
during which the dividend is paid or the immediately preceding taxable year (we intend to take the position that we are not now and have
never been classified as a PFIC, as discussed below). Any dividends received with respect to our units not eligible for these preferential rates,
including our common units, will be taxed as ordinary income to a Non-Corporate U.S. Holder.

Special rules may apply to any “extracrdinary dividend” paid by us. Generally, an extraordinary dividend is a dividend with respect to a share
of stock if the amount of the dividend is equal to orin excess of 10% of a common stockholder’s, or 5% of a preferred stockholder’s adjusted
tax basis (or fair market value in certain circumstances) in such stock. In addition, extraordinary dividends include dividends received within
aone year period that, in the aggregate, equal or exceed 20% of a stockholder’s adjusted tax basis (or fair market value in certain circumstances).
If we pay an “extraordinary dividend” on our publicly traded prefemred units that is treated as “gualified dividend income,” then any loss
recognized by a Non-Corporate U.S. Holder from the sale or exchange of such units will be treated as long-term capital loss to the extent of
the amount of such dividend.

Certain Non-Corporate U.S. Holders are subject to a 3.8% tax on certain investmentincome, including dividends. Non-Corporate U.S. Holders
should consult their tax advisors regarding the effect, if any, of this tax on their ownership of our units.

Sale, Exchange or Other Disposition of Units

Subject to the discussion of PFICs below, a U.S. Holder generally will recognize capital gain or loss upon a sale, exchange or other disposition
of our units in an amount equal to the difference between the amount realized by the U.S. Holder from such sale, exchange or other disposition
and the U.S. Holder’s tax basis in such units. Subject to the discussion of extraordinary dividends above, such gain or loss generally will be
treated as (i) long-term capital gain or loss if the U.S. Holder’s holding pericd is greater than cne year at the time of the sale, exchange or
other disposition, or short-term capital gain or loss otherwise and (ii) U.S.-source gain or loss, as applicable, for foreign tax credit purposes.
Non-Corporate U.S. Helders may be eligible for preferential rates of U.S. federal income tax in respect of leng-term capital gains. A U.S.
Holder's ability to deduct capital losses is subject to certain limitations.

Certain Non-Corporate LS. Holders are subject to a 3.8% tax on certain investment income, including capital gains from the sale or other

disposition of units. Non-Corporate U.S. Holders should consult their tax advisors regarding the effect, if any, of this tax on their disposition
of our units.
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Consequences of Possible PFIC Classification

Anon-U.S. entity treated as a corporation for U.S. federal income tax purposes will be treated as a PFIC in any taxable year in which, after
taking into account the income and assets of the corporation and certain subsidiaries pursuant to a “look through” rule, either: (i) at least 75%
of its gross income is “passive” income, or (ii) at least 50% of the average value of its assets is attributable to assets that produce, or are held
for the production of, passive income.

For purposes of these tests, “passive income” includes dividends, interest, gains from the sale or exchange of investment property and rents
and royalties other than rents and royalties that are received from unrelated parties in connection with the active conduct of a trade or business.
By contrast, income derived from the performance of services does not constitute “passive income.”

There are legal uncertainties involved in determining whether the income derived from our time-chartering activities constitutes rental income
or income derived from the performance of services, including legal uncertainties arising from the decision in Tidewater Inc. v. United States,
565 F.3d 299 (5th Cir. 2009), which held that income derived from certain time-chartering activities should be freated as rental income rather
than services income for purposes of a foreign sales corporation provision of the Code. However, the Internal Revenue Service (or /RS) stated
in an Action on Decision (AOD 2010-01) that it disagrees with, and will not acquiesce to, the way that the rental versus services framework
was applied to the facts in the Tidewater decision, and in its discussion stated that the time charters at issue in Tidewater would be treated
as producing services income for PFIC purposes. The IRS’s statement with respect to Tidewater cannot be relied upon or otherwise cited as
precedent by taxpayers. Consequently, in the absence of any binding legal authority specifically relating to the statutory provisions goveming
PFICs, there can be no assurance that the IRS or a court would not follow the Tidewater decision in interpreting the PFIC provisions of the
Code. Moreover, the market value of our units may be treated as reflecting the value of our assets at any given time. Therefore, a decline in
the market value of our units, which is not within our control, may impact the determination of whether we are a PFIC. Nevertheless, based
on our and our subsidiaries’ current assets and operations, we intend to take the position that we are not now and have never been a PFIC.
No assurance can be given, however, that the IRS, or a court of law, will accept our position or that we would not constitute a PFIC for any
future taxable year if there were to be changes in our or our subsidiaries’ assets, income or operations.

As discussed more fully below, if we were to be treated as a PFIC for any taxable year, a U.S. Holder generally would be subject to different
taxation rules depending on whether the U.S. Holder makes a timely and effective election to freat us as a “qualified electing fund” (ora QEF
election). As an alternative to making a QEF election, a U.S. Holder should be able to make a “mark-to-market” election with respect to our
units, as discussed below.

Taxation of U.S. Holders Making a Timely QEF Election. A U.S. Holder who makes a timely QEF election {or an Electing Hoider), must report
the Electing Holder’s pro rata share of our ordinary eamings and net capital gain, if any, for each taxable year for which we are a PFIC that
ends with or within the Electing Holder's taxable year, regardless of whether or not the Electing Holder received distributions from us in that
year. Such income inclusions would not be eligible for the preferential tax rates applicable to qualified dividend income. The Electing Holder’s
adjusted tax basis in our units will be increased to reflect taxed but undistributed earnings and profits. Distributions of earnings and profits
that were previously taxed will result in a corresponding reduction in the Electing Holder’s adjusted tax basis in our units and will not be taxed
again once distributed. An Electing Holder generally will recognize capital gain or loss on the sale, exchange or other disposition of our units.
AU.S. Holder makes a QEF election with respect to any year that we are a PFIC by filing IRS Form 8621 with the U.S. Holder’s timely filed
U.S. federal income tax return (including extensions).

If a U.S. Holder has not made a timely QEF election with respect to the first year in the U.S. Holder’s holding period of our units during which
we qualified as a PFIC, the U.S. Holder may be freated as having made a timely QEF election by filing a QEF election with the U.S. Holder's
timely filed U.S. federal income tax return (including extensions) and, under the rules of Section 1291 of the Code, a “deemed sale election”
to include in income as an “excess distribution” (described below) the amount of any gain that the U.S. Holder would otherwise recognize if
the U.S. Holder sold the U.S. Holder’s units on the “gualification date”. The qualification date is the first day of our taxable year in which we
gualified as a “qualified electing fund” with respect to such U.S. Holder. In addition to the above rules, under very limited circumstances, a
U.S. Holder may make a retroactive QEF election if the U.S. Holder failed to file the QEF election documents in a timely manner. Ifa U.S.
Holder makes a timely QEF election for one of our taxable years, but did not make such election with respect to the first year in the U.S.
Holder’s holding period of our units during which we qualified as a PFIC and the U.S. Holder did not make the deemed sale election described
above, the U.S. Holder also will be subject to the more adverse rules described below.

AU.S. Holder’s QEF election will not be effective unless we annually provide the U.S. Holder with certain information concerning our income
and gain, calculated in accordance with the Code, to be included with the U.S. Holder’s LJ.S. federal income tax return. We have not provided
our U.S. Holders with such information in prior taxable years and do not intend to provide such information in the current taxable year.
Accordingly, U.S. Holders will not be able to make an effective QEF election at this time. If, contrary to our expectations, we determine that
we are or will be a PFIC for any taxable year, we will provide U.S. Holders with the infermation necessary to make an effective QEF election
with respect to our units.

Taxation of U.S. Holders Making a “Mark-to-Market” Election. If we were to be treated as a PFIC for any taxable year and, as we anticipate,
our units were treated as “marketable stock,” then, as an alternative to making a QEF election, a U.S. Holder would be allowed to make a
“mark-to-market” election with respect to our units, provided the U.S. Holder completes and files IRS Form 8621 in accordance with the
relevant instructions and related Treasury Regulations. If that election is made for the first year a U.S. Holder holds or is deemed to hold our
units and for which we are a PFIC, the U.S. Holder generally would include as ordinary income in each taxable year that we are a PFIC the
excess, if any, of the fair market value of the U.S. Holder’s units at the end of the taxable year over the U.S. Holder’s adjusted tax basis in
the units. The U.S. Holder alsc would be pemmitted an ordinary loss in respect of the excess, if any, of the U.S. Holder’s adjusted tax basis in
the units over the fair market value thereof at the end of the taxable year that we are a PFIC, but only to the extent of the net amount previously
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included in income as a result of the mark-to-market election. A U.S. Holder’s tax basis in our units would be adjusted to reflect any such
income or loss recognized. Gain recognized on the sale, exchange or other disposition of our units in taxable years that we are a PFIC would
be treated as ordinary income, and any loss recognized on the sale, exchange or other disposition of our units in taxable years that we are
a PFIC would be treated as ordinary loss to the extent that such loss does not exceed the net mark-to-market gains previously included in
income by the U.S. Holder. Because the mark-to-market election only applies to marketable stock, however, it would not apply to a U.S.
Holder's indirect interest in any of our subsidiaries that were also determined to be PFICs.

If a U.S. Holder makes a mark-to-market election for one of our taxable years and we were a PFIC for a prior taxable year during which such
U.S. Holder held our units and for which (i} we were not a QEF with respect to such U.S. Holder and (i) such U.S. Holder did not make a
timely mark-to-market election, such U.S. Holder would also be subject to the more adverse rules described below in the first taxable year
for which the mark-to-market election is in effect and also to the extent the fair market value of the U.S. Holder’s units exceeds the U.S.
Holder’s adjusted tax basis in the units at the end of the first taxable year for which the mark-to-market election is in effect.

Taxation of U.S. Holders Not Making a Timely QEF or Mark-to-Market Election. If we were to be treated as a PFIC for any taxable year, a
U.8. Holder who does not make either a QEF election or a “mark-to-market” election for that year (or a Non-Electing Holder) would be subject
to special rules resulting in increased tax liability with respect to (i} any excess distribution (i.e., the portion of any distribution received by the
Non-Electing Holder on our units in a taxable year in excess of 125% of the average annual distributions received by the Non-Electing Holder
in the three preceding taxable years or, if shorter, the Non-Electing Holder’s holding period for our units), and (i) any gain realized on the
sale, exchange or other disposition of our units. Under these special rules:

* the excess distribution or gain would be allocated ratably over the Non-Electing Holder’s aggregate holding pericd for our units;

« the amount allocated to the current taxable year and any taxable year prior to the taxable year we were first treated as a PFIC with
respect to the Non-Electing Holder would be taxed as ordinary income in the cument taxable year;

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

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

Additionally, for each year during which a U.S. Holder holds our units, we are a PFIC, and the total value of all PFIC units that such U.S.
Holder directly or indirectly holds exceeds certain thresholds, such U.S. Holder will be required to file IRS Form 8621 with its annual U.S.
federal income tax return to report its ownership of our units. In addition, if a Non-Electing Holder who is an individual dies while owning our
units, such Non-Electing Holder’s successor generally would not receive a step-up in tax basis with respect to such units.

U.S. Holders are urged to consult their tax advisors regarding the PFIC rules, including the PFIC annual reporting requirements as
well as the applicability, availability and advisability of, and procedure for, making QEF, Mark-to-Market and other available elections
with respect to us, and the U_S. federal income tax consequences of making such elections.

U.8. Return Disclosure Requirements for U.S. Individual Holders

U.S. Individual Holders who hold certain specified foreign financial assets, including stock in a foreign corporation that is not held in an account
maintained by a financial institution, with an aggregate value in excess of $50,000 on the last day of a taxable year, or $75,000 at any time
during that taxable year, may be required to report such assets on IRS Form 8938 with their U.S. federal income tax retum for that taxable
year. This reporting requirement does not apply to U.S. Individual Holders who report their ownership of our units under the PFIC annual
reporting rules described above. Penalties apply for failure to properly complete and file IRS Form 8938. U.S. Individual Holders are encouraged
to consult with their tax advisors regarding the possible application of this disclosure requirement to their investment in our units.

United States Federal Income Taxation of Non-U.S. Holders

A beneficial owner of our units (other than a partnership, including any entity or arrangement treated as a partnership for U.S. federal income
tax purposes) that is not a U.S. Holder is a Non-U.S. Hoider.

Distributions

In general, a Non-U.S. Holder will not be subject to U.S. federal income tax on distributions received from us with respect to our units unless
the distributions are effectively connected with the Non-U.S. Holder’s conduct of a trade or business within the United States (and, if required
by an applicable income tax treaty, are attributable to a permanent establishment that the Non-U.S. Holder maintains in the United States).
If a Non-U.S. Holder is engaged in a trade or business within the United States and the distributions are deemed to be effectively connected
to that trade or business, the Non-U S. Holder generally will be subject to U_.S. federal income tax on those distributions in the same manner
as if it were a U.S. Holder.

Sale, Exchange or Other Disposition of Units

In general, a non-U.S. Holder is not subject to U.S. federal income tax on any gain resulting from the disposition of our units unless (i) such
gain is effectively connected with the Non-U.S. Holder’s conduct of a trade or business within the United States (and, if required by an applicable
income tax treaty, is attributable to a permanent establishment that the Non-U.S. Holder maintains in the United States) or (i) the Non-U.S.
Holder is an individual who is present in the United States for 183 days or more during the taxable year in which such disposition occurs and
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meets certain other requirements. If a Non-U_.S. Holder is engaged in a trade or business within the United States and the disposition of our
units is deemed to be effectively connected to that trade or business, the Non-U.S. Holder generally will be subject to U.S. federal income
tax on the resulting gain in the same manner as if it were a U.S. Holder.

Information Reporting and Backup Withholding

In general, distributions taxable as dividends with respect to, or the proceeds from a sale, redemption or other taxable of a disposition of, our
units held by a Non-Corporate U.S. Holder will be subject to information reporting requirements, unless such distribution taxable as a dividend
is paid and received outside the United States by 2 non-U.S. payor or non-U.S. middleman (within the meaning of U.S. Treasury Regulations),
or such proceeds are effected through an office outside the U.S. of a broker that is considered a non-U.S. payor or non-U.S. middleman
(within the meaning of U.S. Treasury Regulations). These amounts also generally will be subject to backup withholding if the Non-Corporate
U.S. Holder:

« fails to timely provide an accurate taxpayer identification number;
* isnotified by the IRS that it has failed to report all interest or distributions required to be shown on its U.S. federal income tax returns; or

* in certain circumstances, fails to comply with applicable certification requirements.

Information reporting and backup withhelding generally will not apply to distributions taxable as dividends on our units to a Non-U.S. Holder
if such dividend is paid and received outside the United States by a non-U.S. payor or non-U.S. middleman (within the meaning of U.S.
Treasury Regulations) or the Non-U.S. Holder properly certifies under penalties of perjury as to its non-U.S. status (generally on IRS Form
W-8BEN, W-8BEN-E, W-8ECI or W-8EXP, as applicable} and certain other conditions are met or the Non-U.S. Holder otherwise establishes
an exemption.

Payment of proceeds to a Non-U.S. Holder from a sale, redemption or other taxable disposition of cur units to or through the U.S. office of a
broker, or through a broker that is considered a U.S. payor or U.S. middleman (within the meaning of U.S. Treasury Regulations), generally
will be subject to information reporting and backup withholding, unless the Non-U.S. Holder properly ceriifies under penalties of perjury as to
its non-U.8. status (generally on IRS Form W-8BEN, W-8BEN-E, W-8ECI or W-8EXP, as applicable) and certain other conditions are met or
the Non-U.S. Holder ctherwise establishes an exemption.

Backup withholding is not an additional tax. Rather, a Non-Corporate U.S. Holder or Non-U.S. Holder generally may obtain a credit for any
amount withheld against its liability for U.S. federal income tax (and obtain a refund of any amounts withheld in excess of such liability) by
accurately completing and timely filing a U.S. federal income tax retum with the IRS.

Non-United States Tax Considerations

Republic of the Marshall Islands Tax Considerations. Because we and our subsidiaries do not, and we do not expect that we or they will,
conduct business, fransactions or operations in the Republic of the Marshall Islands, and because all documentation related to our securities
issuances was executed outside of the Republic of the Marshall Islands, under current Republic of the Marshall Islands law, holders of our
units will not be subject to Republic of the Marshall Islands taxation or withholding on distributions, including upon a return of capital, we make
to our unitholders, so long as such persons are not citizens of and do not reside in, maintain offices in, nor engage in business, operations,
or transactions in the Republic of the Marshall Islands. In addition, such unitholders will not be subject to Republic of the Marshall Islands
stamp, capital gains or other taxes on the purchase, ownership or disposition of units, and they will not be required by the Republic of the
Marshall Islands to file a tax return relating to the units. It is the responsibility of each unitholder to investigate the legal and tax consequences,
under the laws of pertinent jurisdictions, including the Republic of the Marshall Islands, of such unitholder's investment in us. Accordingly,
each unitholder is urged to consultits tax counsel or other advisor with regard to those matters. Further, itis the responsibility of each unitholder
to file all state, local and non-U.S., as well as U.S. federal tax returns that may be required of such unitholder.

Documents on Display
Documents concerning us that are referred to herein may be accessed on our website under “Investors - Financials & Presentations” from
the home page of our web site at www teekayoffshore.com, or may be inspected at our principal executive offices at 4th Floor, Belvedere

Building. 69 Pitts Bay Road, Pembroke, HM 08, Bermuda. Those documents electronically filed via the SEC’s Electronic Data Gathering,
Analysis, and Retrieval (or EDGAR) system may also be obtained from the SEC’s website at www.sec.gov, free of charge.

Item 11. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

We are exposed to the impact of interest rate changes, primarily through our floating-rate borrowings that require us to make interest payments
based on LIBOR. Significant increases in interast rates could adversely affect operating margins, results of operations and our ability to service
our debt. From time to time, we use interest rate swaps to reduce our exposure to market risk from changes in interest rates. The principal
objective of these contracts is to minimize the risks and costs associated with our floating-rate debt.
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We are exposed to credit loss in the event of non-performance by the counterparties to the interest rate swap agreements. In order to minimize
counterparty risk, to the extent possible and practical, interest rate swaps are entered into with different counterparties to reduce concentration
risk.

The tables below provide informaticn about financial instruments as at December 31, 2019, that are sensitive to changes in interest rates.

Forlong-term debt, the table presents principal payments and related weighted-average interest rates by expected contractual maturity dates.
For interest rate swaps, the table presents notional amounts and weighted-average interest rates by expected contractual maturity dates.

Expected Maturity Date

There- V':n?lljre
2020 2021 2022 2023 2024 after Total Liability  Rate™
(in millions of U.S. dollars, except percentages)

Long-Term Debt:
Variable Rate” 317 270 289 312 418 281 1,887 1,869 4.5%
Variable Rate - Due to related
parties'3) 20 — — — — — 20 20 88%
Fixed Rate 37 46 288 802 35 134 1,342 1,337 7.3%
Fixed Rate - Obligations related

to finance leases'” 1 1 1 1 1 19 24 24 55%
Interest Rate Swaps:
Contract Amount™® 431 298 108 8 297 142 1,284 164 37%
Average Fixed Pay Rate® 2.9% 4.0% 2.2% 34% 4.7% 4.1% 37%

{1) Rate relating to long-term debt refers to the weighted-average effective interest rate for our debt, including the margin paid on our floating-rate debt.
Rate relating to interest rate swaps refers to the average fixed pay rate for interestrate swaps. The average fixed pay rate for interest rate swaps excludes
the margin paid on the floating-rate debt, which as of December 31, 2019 ranged between 0.90% and 8.50% based on LIBOR.

{2) Interest payments on U.S. Dollar-denominated debt and interest rate swaps are based on LIBOR.

{3) Includes amounts related to the Brookfield unsecured revolving credit facility.

{4) The average variable receive rate for interest rate swaps is set quarterly at the 3-month LIBOR or semi-annually at the 8-month LIBOR.

{5) Includes three interest rate swaps, which as at December 31, 2019, had a total current notional amount of $438 million and a total fair value liability of
$94 million. These interest rate swaps include early termination provisions, which if exercised, would terminate these interest rate swaps in 2021.

Foreign Currency Fluctuation Risk

Our functional currency is the U.S. Dollar because most of our revenues and operating expenses are in U.S. Dollars. We incur certain vessel
operating expenses, generaland administrative expenses and a portion of our capital upgrade projects in foreign cumrencies, the most significant
of which is the Norwegian Krone and, to a lesser extent, the Australian Dcllar, Brazilian Real, British Pound, Eurc and Singapore Dollar. There
is a risk that currency fluctuations will have a negative effect on the value of our cash flows.

We may continue to seek to hedge these cumrency fluctuation risks in the future. At December 31, 2019, we were committed 1o the following
foreign currency forward contracts:

Expected Maturity Fair Value / Carrying
Contract Amount Average 2020 Amount of Asset (Liability)
in Foreign Currency Forwa1rd {in thousands of U.S.
{thousands) Rate” {in thousands of U.S. Dollars) Dollars}
Norwegian Krone 457,205 887 51,567 518
Euro 5,000 0.90 5,563 57

57,130 575

(1) Average forward rate represents the contracted amount of foreign currency one U.S. Dollar will buy.

Please read ltem 18 — Financial Statements: Note 12 — Derivative Instruments.

Commodity Price Risk

We are exposed to changes in forecasted bunker fuel costs for certain vessels being time-chartered-out and for vessels servicing certain

contracts of affreightment. We may use bunker fuel swap contracts as economic hedges to protect against changes in bunker fuel costs. As
at December 31, 2019, we were not committed to any bunker fuel swap contracts.
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Item 12. Description of Securities Other than Equity Securities
Not applicable.
PART Il
Item 13. Defaults, Dividend Arrearages and Delinquencies
Not Applicable.
Item 14. Material Modifications to the Rights of Unitholders and Use of Proceeds
Not applicable.
Item 15. Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the U.S. Securities and Exchange Act
of 1934, as amended (or the Exchange Act)) that are designed to ensure that (i} information required to be disclosed in our reports that are
filed or submitted under the Exchange Act, are recorded, processed, summarized, and reperted within the time periods specified in the U.S.
Securities and Exchange Commission’s rules and forms, and (i} information required to be disclosed by us in the reports we file or submit
under the Exchange Act is accumulated and communicated to our management, including the principal executive and principal financial
officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

We conducted an evaluation of our disclosure controls and procedures under the supervision and with the participation of the Chief Executive
Officer and Chief Financial Officer of the Service Provider. Based on the evaluation, the Chief Executive Officer and Chief Financial Officer
of the Service Provider concluded that our disclosure controls and procedures are effective as of December 31, 2019.

The Chief Executive Officer and Chief Financial Officer of the Service Provider do not expect that our disclosure controls or internal controls
will prevent all errers and all fraud. Although our disclesure controls and procedures were designed to provide reasonable assurance of
achieving their objectives, a control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance
that the objectives of the system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and
the benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of
controls can provide absolute assurance that all control issues and instances of fraud, if any, within us have been detected. These inherent
limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of simple error or
mistake. Additicnally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management
override of the control. The design of any system of controls also is based partly on certain assumptions about the likelihood of future events,
and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions.

Management’s Report on Internal Control over Financial Reporting

Our management is respensible for establishing and maintaining for us adequate internal control over financial reporting.

Our internal controls were designed to provide reasonable assurance as to the reliability of our financial reporting and the preparation and
presentation of the consolidated financial statements for external purposes in accordance with accounting principles generally accepted in
the United States. Our internal control over financial reporting includes those policies and procedures that: 1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of our assets; 2) provide reasonable assurance
thattransactions arerecorded as necessary to permit preparation of the financial statements in accordance with generally accepted accounting
principles, and that our receipts and expenditures are being made only in accordance with authorizations of management and the directors;
and 3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisitions, use or dispositions of our assets
that could have a material effect on the financial statements.

We conducted an evaluation of the effectiveness of our internal control over financial reporting based upon the framework in Intemal Control
— Integrated Framework (2013)issued by the Committee of Sponsoring Organizations of the Treadway Commission. This evaluation included
review of the documentation of controls, evaluation of the design effectiveness of controls, testing of the operating effectivenass of controls
and a conclusion on this evaluation.

Because of its inherent limitations, internal contrel over financial reporting may not prevent or detect misstatements even when determined
to be effective and can only provide reasonable assurance with respect to financial statement preparation and presentation. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, orthat the degree of compliance with the policies and procedures may detericrate. However, based on the evaluation, management
has concluded that our intemal control over financial reporting was effective as of December 31, 2019.

Our independent auditors, Emst & Young LLP, an independent registered public accounting firm, has audited the accompanying consoclidated
financial statements and our intemal control over financial reporting. Their attestation report on the effectiveness of our internal control over
financial reporting can be found on page F-2 of this Annual Report.
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There were no changes in our internal controls that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting (as defined in Rule 13a - 15 (f) under the Exchange Act) that occurred during the vear ended December 31, 2019.

Item 16A. Audit Committee Financial Expert

The board of directors of our general partner has determined that director William L. Transier qualifies as an audit committee financial expert
and is independent under applicable NYSE and SEC standards.

Item 16B. Code of Ethics
We have adopted a Standards of Business Conduct Policy that applies tc all our employees and the directors of our general partner. This
document is available under “Investors — Governance” from the home page of our web site (www.teekayoffshore.com). We intend to disclose,

under “Investors — Govemance” in the Investors section of our web site, any waivers to or amendments of the Code of Ethics for the benefit
of any directors and executive officers of our general partner.

Item 16C. Principal Accountant Fees and Services

Our principal accountant for 2019 was Ernst & Young LLP, Chartered Professional Accountants, and for 2018, was KPMG LLP, Chartered
Professional Accountants. The following table shows the fees we incurred for services provided by our principal accountant for 2019 and

2018.
2019 2018
(in thousands of U.S. Dollars})
Audit Fees $ 1,364 5 2,515
Audit-Related Fees @ 3 30
Tax Fees ™ 510 24
Total $ 1,877 $ 2,569

{1) Audit fees represent fees for professional services provided in connection with the audits of our consolidated financial statements and effectiveness of
internal control over financial reporting, review of our quarterly consolidated financial statements and audit services provided in connection with other
statutory or regulatory filings, including professional services in connection with the review of our regulatory filings for our offering of preferred units in 2018.

(2) Audit-related fees relate to other accounting consultations.

(3) For 2019, tax fees relate primarily to transfer pricing advisory and corporate tax compliance fees and for 2018, tax fees relate primarily to corporate tax
compliance fees.

The Audit Committee of our general pariner's board of directors has the autherity to pre-approve permissible audit-related and non-audit
services not prohibited by law to be performed by our independent auditors and associated fees. Engagements for proposed services either
may be separately pre-approved by the Audit Committee or entered into pursuant to detailed pre-approval policies and procedures established
by the Audit Committee, as long as the Audit Committee is informed on a timely basis of any engagement entered into on that basis. The
Audit Committee separately pre-approved all engagements and fees paid to our principal accountant in 2019.

Item 16D. Exemptions from the Listing Standards for Audit Committees

Mr. Jim Reid, who serves on the Audit Committee of our board of directers as an observer, is a Managing Partner and the Chief Investment
Officer in Brookfield's Private Equity Group. Affiliates of Brookfield are the largest common unitholder of us and the owner of a 100% interest
in our general partner. As an observer, Mr. Reid does not have voting rights on the Audit Committee. He is neither the chair of the Audit
Committee nor an executive officer of us. Accordingly, we rely on the exemption provided in Rule 10A-3(b)(1)({iv}(D} of the U.S. Securities
Exchange Act for Mr. Reid’s service on the Audit Committee. We do not believe that Mr. Reid’s affiliation with Brookfield materially adversely
affects the ability of the Audit Committee to act independently or to satisfy the other requirements relating to audit committees contained in
Rule 10A-3 under the Exchange Act.

Item 16E. Purchases of Units by the Issuer and Affiliated Purchasers

Not applicable.

Item 16F. Change in Registrant’s Certifying Accountant

KPMG LLP was previously the principal accountants for Teekay Offshore Partners L.P. In 2018, we conducted a competitive request for
proposals from several independent accounting firms to provide audit and other principal accounting services. KPMG LLP elected not to stand
for re-appointment as our independent registered public accounting firm for the audit and for the quarterly reviews of our financial statements
for the year ending December 31, 2019. On January 16, 2019, we engaged Ernst & Young LLP as our principal accountants. The decision

to change accountants was approved by the audit committee of the board of directors of our general partner.
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The reports of KPMG LLP on our consolidated financial statements as of and for the fiscal years ended December 31, 2018 and 2017 did not
contain an adverse opinion or a disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit scope or accounting principles,
except as follows:

KPMG LLP’s report on our consolidated financial statements as of and for the years ended December 31, 2018 and 2017 contained a separate
paragraph stating “As discussed in Note 2 o the consolidated financial statements, the Partnership has changed its accounting policies for
revenue recognition as of January 1, 2018 due to the adoption of ASU 2014-09 - Revenue from Contracts with Customers, and the classification
of restricted cash and final settlements on cross currency swap agreements on the statement of cash flows for 2018 and comparative pericds
due to the adoption of ASU 2016-18 - Statement of Cash Flows: Restricted Cash and ASU 2016-15 - Statement of Cash Flows: Classification
of Certain Cash Receipts and Cash Payments, respectively.”

During the fiscal years ended December 31, 2018 and 2017 and the subsequent interim period through January 16, 2019, there were no: (1)
disagreements with KPMG LLP on any matters of accounting principles or practices, financial statement disclosure, or auditing scope or
procedure, which disagreements if not resolved to the satisfaction of KPMG LLP would have caused KPMG LLP to make reference thereto
in their reports on our financial statements for such fiscal periods, and (2) no “repertable events” (as defined in SEC Regulaticn S-K ltem
304(a)(1)(v))-

Item 16G. Corporate Governance

As a foreign private issuer under SEC rules, we are not required to comply with certain corporate governance practices followed by U.S.
publicly traded partnerships under the New York Stock Exchange (or NYSE) listing standards. The following is the significant way in which
our corporate govemance practices differ from those followed by U_S. limited partnerships listed on the NYSE, and which difference is permitted
by NYSE rules for foreign private issuers:

*  The NYSE requires that U.S. issuers have an audit committee comprised entirely of independent directors. Our audit committee currently
consists of three independent directors and one director (who does not meet the heightened independence standards for audit committee
membership), who only has observer status and is a non-voting member of the committee.

Similar to other publicly fraded partnerships and as a foreign private issuer, we are not required to obtain unitholder approval prior to the

adoption of equity compensaticn plans or certain equity issuances, including, among others, issuing 20% or more of our outstanding common
units or voting power in a transaction.

Item 16H. Mine Safety Disclosure

Not applicable.
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PART NI
Item 17. Financial Statements
Not applicable.
Item 18. Financial Statements

The following financial statements, together with the related reports of Ernst & Young LLP, Independent Registered Public Accounting Firm
thereon, and KPMG LLF, Independent Registered Public Accounting Firm thereon, are filed as part of this Annual Report:

Page

Reports of Independent Registered Public Accounting Firm ﬁ
Consolidated Financial Statements

Consolidated Statements of Loss F-4
Consolidated Statements of Comprehensive Loss F-5
Consolidated Balance Sheets F-6
Consolidated Statements of Cash Flows F-7
Coensolidated Statements of Changes in Total Equity F-8
Notes to the Consolidated Financial Statements F-9

All schedules for which provision is made in the applicable accounting regulations of the SEC are not required, are inapplicable or have been
disclosed in the Notes to the Consolidated Financial Statements and therefore have been omitted.

Item 19. Exhibits

The following exhibits are filed as part of this Annual Report:

11 Certificate of Limited Partnership of Teekay Offshore Partners L.P., dated August 30, 2016. "
12 Seventh Amended and Restated Agreement of Limited Partnership of Teekay Offshore Pariners L.P. dated January 22, 2020.
13 Certificate of Formation of Teekay Offshore GP L.L.G., dated August 25, 2006.
14 Second Amended and Restated Limited Liability Company Agreement of Teekay Offshore GP L.L.C., as amended.
15 Certificate of Limited Partnership of Teekay Offshore Operating L_P., dated September 22, 2006.
16 Amended and Restated Agreement of Limited Partnership of Teekay Offshore Operating L.P. m
17 Certificate of Formation of Teekay Offshore Operating GP L L.C_, dated September 22, 2006. "

Equity Distribution Agreement, dated August 18, 2016, between Teekay Offshore Partners L_P. and Citigroup Global Markets

Inc. to offer and sell common units having an aggregate offering price of up to $100,000,000 under the Continuous Offering
21 Program.

Agreement, dated September 8, 2017, for U.S. $600,000,000 Secured Revolwng Credit Facility, between Teekay Shuttle
22 Tankers L.L.C. and Den Norske Bank Capltal L.L.C. and various other banks. ¥

Credit Agreement, dated July 31, 2015, among OOGTK lera GmbH & Co KG, ABN AMRO Bank N.V. and varicus other
23 banks for a U.S. $803,711,786. 92 term loan due 2027. ¢

Agreement, dated February 24, 2014 among Knam L.L.C., Citibank, N.A. and cthers, for a U.S. $815,000,000 Secured Term
24 Loan Famllty

Indenture, dated as of July 2, 2018, among Teekay Offshore Partners L.P., Teekay Offshore Finance Corp. and The Bank of
25 New York Mellon, as trustee. ®

Second Supplemental Indenture, dated as of July 3, 2018 among Teekay Offshore Partners, L.P., Teekay Offshore Finance
26 Corp. and The Bank of New York Mellon, as trustee. !
27 Description of Securities Registered Under Section 12 of the Exchange Act.
41 Teekay Offshore Partners L.P. 2006 Long-Term Incentive Plan.™
42 Form of Amended and Restated Omnibus Agreement. (")

Registration Rights Agreement dated June 29, 2016, by and among Teekay Offshore Partners L.P. and the Investors Named
43 on Schedule A thereto.

Registration Rights Agreement dated June 29, 2016, by and among Teekay Offshore Partners L.P. and the Purchasers
44 Named on Schedule A thereto. ”

Common Unit Purchase Agreement, dated June 16, 2016, by and among Teekay Offshore Partners L.P. and the Purchasers
4.5 named on Schedule A thereto.
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Series D Preferred Unit Purchase Agreeme'n)t dated June 22, 2016, by and among Teekay Offshore Pariners L.P. and the

48 Purchasers named on Schedule A thereto.
Inve'eat)ment Agreement, dated as of July 26, 2017, by and between Teekay Offshore Partners L.P. and Brookfield TK TOLP
47 L.P.
Investmeﬁgt Agreement, dated as of July 26, 2017, by and between Teekay Offshore Partners L.P. and Teekay Holdings
4.8 Limited.
49 Purchase Agreement, dated as of July 26, 2017, by and between Teekay Holdings Limited and Breokfield TK TOGP L.P. *®
Amended and Restated Subordinate Promissory Note, dated as of July 26, 2017, by and between Teekay Offshore Partners
10 L.P., Teekay Corporation and Brookfield TK TOLP L. p.®
Registration Rights Agreement, dated September 25, 2017, by and between Teekay Offshore Partners L.P., Teekay
Nkl Corporation and Brookfield TK TOLP L. p.@

Master Services Agreement, dated September 25, 2017, by and between Teekay Corporation, Teekay Offshore Partners L.P.

12 and Brookfield TK TOLP L.P. ©

Trademark Llcense Agreement, dated September 25, 2017, by and between Teekay Corporaticn and Teekay Offshore

413 Partners L.P.©

Agreement and Plan of Merger, dated as of September 30, 2019, by and among Teekay Offshore Partners L.P., Brookﬁeld TK
4.14 Acquisition Holdings LP, Brookfield TK Merger Sub LLC, Teekay Offshore GP LL.C. and the other parties thereto. ©
81 List of Subsidiaries of Teekay Offshore Pariners L.P.
121 Rule 13a-14(a)/15d-14(a) Certification of Ingvild Saether, President and Chief Executive Officer of Teekay Offshore Group Ltd.
122 Rule 13a-14(a)/15d-14(a) Cenrtification of Jan Rune Steinsland, Chief Financial Officer of Teekay Offshore Group Ltd.

Teekay Offshore Partners L.P. Certification of Ingvild Saether, President and Chief Executive Officer of Teekay Offshore Group
131 Ltd. pursuant to 18 U.8.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Teekay Offshore Partners L.P. Certification of Jan Rune Steinsland, Chief Financial Officer of Teekay Offshore Group Lid.
13.2 pursuant to 18 U.5.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes- Oxley Act of 2002
151 Consent of Ernst & Young LLP, as independent registered public accounting firm.
15.2 Consent of KPMG LLP, as independent registered public accounting firm.
153 Consolidated Financial Statements of OOGTK Libra GmbH & Co KG and subsidiaries.
154 Letter of KPMG LLP, dated January 28, 2019, regarding change in independent registered public accounting firm. %
101.INS  XBRL Instance Document

101.8CH XBRL Taxonomy Extension Schema

101.CAL XBRL Taxcnomy Extension Calculation Linkbase
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase

3)

4)

)

®

@

(8)

©)

(10)

Previously filed as exhibits 3.1, 3.3, 3.5, 3.6, 3.7, 10.2 and 10.3 to our Registration Statement on Form F-1 (File No. 333-139116), filed with the SEC on
Ciecember 4, 2008, and hereby incorporated by reference to such Registration Statement.

Previously filed as exhibit 1.1 to our Report on Form 6-K (File No. 1-33198), filed with the SEC on August 18, 2016, and hereby incorporated by reference
to such Report.

Previously filed as exhibits 4.4, 10.5, 10.6 and 10.7 to our Report on Form 6-K {File No. 1-33198), filed with the SEC on November 24, 2017, and hereby
incorporated by reference to such Report.

Previously filed as exhibit 2.4 to our Report on Form B-K (File No. 1-33198), filed with the SEC on August 17, 2015, and hereby incorporated by reference
to such Report.

Previously filed as exhibit 2.1 to our Report on Form 6-K {File No. 1-33198), filed with the SEC on November 19, 2015, and hereby incorporated by reference
to such Report.

Previously filed as exhibits 4.1 and 4.2 to our Report on Form 8-K (File No. 1-33198), filed with the SEC on July 5, 2018, and hereby incorporated by
reference to such Report.

Previouslyfiled as exhibits4.1,4.3, 10.1 and 10.2 to our Report on Form 6-K (File No. 1-33198), filed with the SEC on June 30, 2016, and herebyincorporated
by reference to such Report.

Previously filed as exhibits 10.1, 10.2, 10.3 and 104 to our Report on Form B8-K {File No. 1-33198), filed with the SEC on August 1, 2017, and hereby
incorporated by reference to such Report.

Previously filed as Annex A to Exhibit (a)(1) to Schedule 13e-3 (File No. 5-82284), filed with the SEC on December 12, 2019, and hereby incorporated by
reference to such Schedule.

Previously filed as exhibit 16.1 to our Report on Form 8-K (File No. 1-33198), filed with the SEC on January 29, 2019, and hereby incorporated by reference
to such Report.
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SIGNATURE

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and authorized the
undersigned to sign this annual report on its behalf.

TEEKAY OFFSHORE PARTNERS L.P.
By: Teekay Offshore GP L.L.C., its General Partner
Date: February 28, 2020 By: /s/ Edith Robinson

Edith Robinson
Secretary
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Unitholders and Board of Directors of Teekay Offshore Partners L.P.
Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheet of Teekay Offshore Partners L.P. and subsidiaries (the “Partnership”) as of
December 31, 2019, the related consolidated statements of loss, comprehensive loss, cash flows, and changes in total equity for the year
then ended, and the related notes (collectively referred to as the “consolidated financial statements™). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Partnership at December 31, 2019, and the results of its operations
and its cash flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
Partnership's intemal control over financial reporting as of December 31, 2019, based on criteria established in Internal Control - Integrated
Framework (2013 framework) issued by the Committee of Sponsoring Organizations of the Treadway Commissicn and our repoert dated
February 28, 2020 expressed an unqualified opinion thereon.

Adoption of New Accounting Standard
As discussed in Note 2 to the consolidated financial statements, the Partnership changed its method for accounting for leases in 2019.
Basis for Opinion

These consolidated financial statements are the responsibility of the Partnership's management. Our respensibility is to express an opinion
on the Partnership’s consolidated financial statements based on our audit. We are a public accounting firm registered with the PCAOB and
are required to be independent with respect to the Partnership in accordance with the U.S. federal securities laws and the applicable rules
and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free of matenial misstatement, whether due to ermor or
fraud. Our audit included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the consclidated financial statements. Our audit also included evaluating the accounting principles
used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that our audit provides a reasonable basis for our opinion.

/s! Emst & Young LLP

Chartered Professional Accountants

We have served as the Partnership’s auditor since 2019.
Vancouver, Canada

February 28, 2020

F-1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Unitholders
Teekay Offshore Partners L.P.
Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheet of Teekay Offshore Partners L.P. and subsidiaries (the Partnership) as of
December 31, 2018, the related consolidated statements of loss, comprehensive loss, cash flows, and changes in total equity for each of the
years in the two-year period ended December 31, 2018, and the related notes (collectively, the consolidated financial statements). In our
opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Partnership as of December 31,
2018, and the results of its operations and its cash flows for each of the years in the two-year period ended December 31, 2018, in conformity
with U.S. generally accepted accounting principles.

Change in Accounting Principle

As discussed in Note 1 to the consolidated financial statements, the Partnership has changed its accounting policy for revenue recognition
as of January 1, 2018 due to the adoption of ASU 2014-09 - Revenue from Contracts with Customers.

Basis for Opinion

These consolidated financial statements are the responsibility of the Partnership’s management. Our responsibility is to express an opinion
on these consoclidated financial statements based on cur audits. We are a public accounting firm registered with the PCAOB and are required
1o be independent with respect to the Partnership in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free of matenial misstatement, whether due to ermor or
fraud. Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles
used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that our audits provide a reascnable basis for our opinion.

/s! KPMG LLP

Chartered Professional Accountants

We served as the Partnership’s auditor from 2011 to 2019.
Vancouver, Canada

February 28, 2019

F-2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Unitholders and Board of Directors of Teekay Offshore Partners L.P.
Opinion on Internal Control Over Financial Reporting

We have audited Teekay Offshore Partners L.P. and subsidiaries’ intemal control over financial reporting as of December 31, 2019, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 framework) (the “COSQ” criteria). In our opinion, Teekay Offshore Partners L.P. and subsidiaries’ (the “Partnership”}
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2019, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
consolidated balance sheet of the Partnership as of December 31, 2019, the related consclidated statement of loss, comprehensive loss,
cash flows, and changes in total equity for the year ended December 31, 2019, and the related notes, and our report dated February 28, 2020
expressed an unqualified opinion thereon.

Basis for Opinion

The Partnership’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of intemal control over financial reporting included in the accompanying Management’s Report on Internal Control over Financial
Reporting. Our responsibility is to express an opinion on the Partnership’s internal control over financial reporting based on our audit. We are
a public accounting firm registered with the PCAOB and are required to be independent with respect to the Partnership in accordance with
the U.8. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to
obtain reascnable assurance about whether effective internal control over financial reporting was maintained in all material respects.

Our audit included obtaining an understanding of intemal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

An entity’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. An
entity’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the entity; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the entity are being made only in accordance with authorizations of managementand directors
of the entity; and (3) provide reasonable assurance regarding prevention or timely detection of unautherized acquisition, use, or disposition
of the entity’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, intemal control over financial reporting may not prevent or detect misstatements. Alsc, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate.

/s! Emst & Young LLP

Chartered Professional Accountants
Vancouver, Canada

February 28, 2020
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF LOSS
(in thousands of U.S. Dollars, except unit and per unit data}

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $

Revenues (notes 5 and 11) 1,268,000 1,416,424 1,110,284
Voyage expenses (129,910} (151,808} (99,444)
Vessel operating expenses (note 11} (426,951) (437,671) (353,564)
Time-charter hire expenses (44.,427) (52,616) (80,315)
Depreciation and amortization (note 1) (349,379) (372,290) (309,975)
General and administrative (notes 11 and 17) (76,245) (65,427) (62,249)
(Write-down) and gain on sale of vessels (notes 3 and 18} (332,125) (223,355) (318,078)
Restructuring charge (note 10} — (1,520} (2.664)
Operating (loss) income (91,037) 111,737 (116,005)
Interest expense (notes 8, 11 and 12} (205,709) (199,395) (154,890)
Interest income 5111 3,598 2,707
Realized and unrealized (loss) gain on derivative instruments (note 12) (85,195) 12,808 (42,853)
Equity income (note 19} 32,794 39,458 14,442
Fareign cumrency exchange gain (loss) (note 12} 2,193 (9,413) (14,0086)
Losses on debt repurchases (notes 8 and 11k} — (65,479) (3,102)
Other (expense) income - net (1,225) (4,602) 14,167
Loss before income tax (expense) recovery (343,068) (101,288) (299,540)
Income tax (expense) recavery (note 13) (7,827) (22,657) 98
Net loss (350,895) (123,945) (299,442)
Non-controlling interests in net loss (1,384) (7,161} 3,764
Preferred unitholders' interest in net loss (note 16} 32,150 31485 42 065
General Pariner’s interest in net loss (2,891) (1,128) (5,770)
Limited partners’ interest in net loss (378,770) (147,141) (339,501)
Limited partners’ interest in net loss for basic net loss per common unit

(note 16) (378,770) (147 141) (320,749)
Limited partners’ interest in net loss per common unit
- basic (note 16} (0.92) (0.36) (1.45)
- diluted (note 16} (0.92) (0.36) (1.46)
Weighted-average number of common units outstanding:
- basic 410,727,035 410,261,239 220,755,937
- diluted 410,727,035 410,261,239 229,940,120

Related party transactions (note 11}
The accompanying notes are an integral part of the consolidated financial statements.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
{in thousands of U.S. Dollars)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $
Net loss (350,895) (123,945) (299,442)
Other comprehensive (loss) income:
Other comprehensive (loss) income before reclassifications

Unrealized gain (loss) on qualifying cash flow hedging instruments (note 712} — 6,017 (905)

Pension adjustments, net of taxes (1,662) 1,096 —
Amounts reclassified from accumulated other comprehensive {loss}

income
To interest expense:
Realized (gain) loss on qualifying cash flow hedging instruments (note 12} (689) (102) 1,186
To equity income:

Realized (gain) loss on qualifying cash flow hedging instruments (600) 873 —
Other comprehensive (loss) income (2,951) 7,884 281
Comprehensive loss (353.846) (116,061) (299,161)
Non-controlling interests in comprehensive loss (1,384) (7,161) 3,764
Preferred unitholders' interest in comprehensive loss 32,150 31,485 42 065
General and limited partners’ interest in comprehensive loss (384,612) (140,385) (344,990)

The accompanying notes are an integral part of the consolidated financial statements.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{in thousands of U.S. Dollars)

As at As at
December 31, December 31,
2019 2018
$ $
ASSETS
Current
Cash and cash equivalents 199,388 225,040
Restricted cash (notes 3, 12 and 15} 17,798 8,540
Accounts receivable, including non-trade of $34,468 (December 31, 2018 - $8,183) 204,020 141,903
Vessels held for sale (notes 3 and 18} 15,374 12,528
Prepaid expenses 29,887 32,199
Due from related parties (note 11c} — 58,885
Other current assets {rnotes 3b, & and 12} 7,467 11,879
Total current assets 473,934 490,974
Restricted cash - long-term (note 15) 89,070 —
Vessels and equipment
At cost, less accumulated depreciation of $1,666,582 (December 31, 2018 - $1,634,394) 3,611,758 4,196,909

Advances on newbuilding contracts {nofe 74c} 257,017 73,713
Investments in equity-accounted joint ventures (note 19} 234,627 212,202
Deferred tax asset (note 13} 7,000 9,168
Due from related parties (note 11c}) — 949
Other assets (notes 2, 3b, 5, 9 and 12} 220,716 198,992
Geodwill (note 6a) 129,145 129,145
Total assets 4,923 267 5,312,052
LIABILITIES AND EQUITY -
Current
Accounts payable 56,699 16,423
Accrued liabilities (notes 7, 10, 12, and 17} 140,976 129,896
Deferred revenues (note 5) 53,728 55,750
Due to related parties (notes 11¢c and 11} 20,000 183,795
Current portion of derivative instruments (note 12) 18,956 23,290
Current portion of long-term debt (note 8} 353,238 554,336
Other current liabilities (notes 2, 3 and 9) 14,793 15,062
Total current liabilities 658,390 978 552
Long-term debt {note 8} 2,825,712 2,543,406
Derivatives instruments (note 12) 143,222 94 354
Other long-term liabilities (notes 2, 3, 5, 9, 13 and 14) 223,877 236,616
Total liabilities 3,851,201 3,852,928
Commitments and contingencies (notes 8, 9, 12 and 14)
Equity
Limited partners - common units (411.1 million and 410.3 million units issued and outstanding at

December 31, 2019 and December 31, 2018, respectively) (notes 16 and 17) 505,394 883,090
Limited partners - preferred units (15.8 million and 15.8 million units issued and outstanding at December

31, 2019 and December 31, 2018, respectively) fnote 16) 384,274 384,274
General Partner 12,164 15,055
Warrants (note 16} 132,225 132,225
Accumulated other comprehensive income 4,410 7,361
Non-controlling interasts 33,599 37,119
Total equity 1,072,066 1,469,124
Total liabilities and total equity 4,923 267 5,312,052

The accompanying notes are an integral part of the consolidated financial statements.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
{in thousands of U.S. Dollars)

Year Ended Year Ended Year Ended
December 31, December 31, December 31,

2019 2018 2017
$ $ $

Cash, cash equivalents and restricted cash provided by (used for)
OPERATING ACTIVITIES
Net loss (350,895) (123,945) (299,442)
Adjustments to reconcile net loss to net operating cash flow:

Unrealized loss (gain) on derivative instruments (note 12} 50,956 (53.419) (69,702)

Equity income, net of dividends received of $17,655 (2018 - $6,200, 2017 -

11,600) (note 19) (15.139) (33,258) (2.842)
Depreciation and amortization 349,379 372,290 309,975
Write-down and (gain) on sale and of vessels (note 18} 332,125 223,355 318,078
Deferred income tax expense (recovery) (note 13} 3,161 18,606 (1.870)
Amortization of in-process revenue contract (note 6b} (15,062) (35,219) (12,745)
Expenditures for dry docking (15,890) (21.411) (17,269)
Other (31,142) 16,871 37,511

Change in non-cash working capital items related to operating activities (note 15b} 12416 (83,227) 33,506
Net operating cash flow 319,909 280,643 305,200
FINANCING ACTIVITIES
Proceeds from long-term debt (note 8) 492 517 734,698 1,205 477
Scheduled repayments of long-term debt and settlement of related swaps (notes 8 and
(410,429) (567.,298) (652,898)

Prepayments of long-term debt and settlement of related swaps (notes 8 and 12} — (457,426) (702,115)
Financing issuance costs (23,755) (14,128) (17,268)
Proceeds from financing related to sales and leaseback of vessels 23,800 — —
Equity contribution from jeint venture partners — — 6,000
Proceeds from issuance of common units and warrants (note 16} — — 640,595
Proceeds from issuance of preferred units (note 16} — 120,000 —
Repurchase of preferred units (note 15} — — (250,022}
Expenses relating to equity offerings — (3,997) (12,155)
Proceeds from credit facility due to related parties (note 11j) 95,000 125,000 —
Prepayments of credit facility due to related parties (200,000) — —
Cash distributions paid by the Partnership (32,150) (46,675) (60,593)
Cash distributions paid by subsidiaries to non-controlling interests (3,636) (12,048) (9,891)
Cash contribution paid from non-controlling interest to subsidiaries 1,500 1,500 —
Other (865) (964) (4,183)
Net financing cash flow (58,018) (121,338) 142,947
INVESTING ACTIVITIES
Net payments for vessels and equipment, including advances on newbuilding contracts

and conversion costs (214,670) (233,736) (533,260)
Proceeds from sale of vessels and equipment (note 18} 33,341 30,049 13,100
Investments in equity accounted joint ventures (7,886) (3.000) (25.824)
Direct financing lease payments received — 5414 5,844
Acquisition of companies from Teekay Corporation (net of cash acquired of $26.6 million)

fnote 111) — 25,254 —
Net investing cash flow (189,215) (176,019) (540,140)
Increase (decrease} in cash, cash equivalents and restricted cash 72676 (16,714) (91,993)
Cash, cash equivalents and restricted cash, beginning of the year 233,580 250,294 342,287
Cash, cash equivalents and restricted cash, end of the year 306,256 233,580 250,294

Supplemental cash flow information (note 15}
The accompanying notes are an integral part of the consolidated financial statements.

F-7

09.11.2021 kI 14:06 Brgnngysundregistrene Side 121 av 157



Side 122 av 157

Brgnngysundregistrene

™M
o
<
—
[e0)
(e} 84
o
—
(@)}
S
@)
= T 3 g T T T T T g T
o — — — 950°C20°) 665 EE [T PO TH [ A 00861 ¥6E 505 671 LLY 610Z ‘1€ 493G ad3( Je sk soue|eq
— — — — V0L — — — — — — vI0't vER (2} 830u) 1010 puE UOTESUBWOD poseq Aunbg
o - - - 005°L 0051 — — — — — — — s)sa18)ul BUIIOLUOI-UOU WO1) UORNQUIUDY
N — — — (0£9°¢) (9£9°E) — — — — — — — SUOHNQLISIP 180
— - - - (0590 - - - - (059°'01) - - - (yun sed ggLZ'Z$) I SELISS - SHUN pausjeld
Q — — — {gzo'ol) — — — — (gzgor) — — — (un Jad 521 2$) g seuas - spuq pausjRld
e — — — {rzg'o1) — — — — (pzg'01) — — — (wun sad ¢z1g71$) ¥ SBUaS - SUN pauajRld
ow ‘palepap suonnqusia
o — — — (1560 — {156°0) — — — — — — {z1 8jou) ssof ensusyeidwos 1eylo
] — — — (568'05€) (v8E'L) — (168') — 051'2E — (022'82E) — 50| JaN
~ — — — ¥C1'65h L 611°4€ 19€°2 55061 STC CE} ¥/C ¥BE 008G} 060'€88 SLECHY 8102 ‘1€ J8GWedaq Je se soue|eg
N 67 — — 081 L — — (g) — — — €8L'1 [543 {2} 9jou) 1ey)o pue uohesuadweos paseq Anb3
— — — 3 — — — — — ‘ — Aoned Bungunoooe ul sbueyn
c 2691 15 1861
(@) — — — £00'0LL — — — — E00'0LL 008"y — — {a1 gjou) 51500 Buayoe Jo ou “sBuusyo Ainbs woy spsssold
e - - - 005°s 0081 - - - — — — — s)sa1sjul BuljoUO3-UoU WOl UoKNLIUCD)
—_ — — — [¢:7 x40 (8k0'71) — — — — — — SUOHNQLISIP 180
o - - - (6£9°9) - - - - (6€9'8) - - - (yun sed £664°1$) 3 S8LISS - SHUN pausjeld
© - - - (9z9'0l) - - - - (8zg'ol) - - - (Jun Jad 7671 'Z$) € SBUSS - SIUN peusjeld
4 — — — {rzg'o1) — — — — (pzg'01) — — — (wun sad ¢z1g71$) ¥ SBUaS - SUN pauajRld
wn — — — {9e5'91) — — (oz1) — — — (o1v'ol) — (un sod #(0$) spun UowWwWod
[ ‘palepap suoynqusiq
(@)] — — — ¥88'2 — 7882 — — — — — — (2} ajou) ewoou easusyeidwos 1BYQ
D — — — (Sp6's1) (181°2) — (gz1'1) — 58718 — (1rL'2p1) — ss0| JaN
= (62) — — 8CGELV L 88 7S (£¢5) 966G SECTEL 526'98C 000°FHH £20'%00't GO0y L10Z ‘1€ 1equiedaq je se soue|eg
B - 8L¥'E — 51’y — — ] (oes'n) — — (681) ovl (2} 8101 184)0 pue uoijesuadwies paseq Ainb3
o - (£66'68) (218°21) L1661 — — €8¢ — — — 885’61 — (91 9j0U) SIUN Paliajeld BlQNIBAUOY Jo BseyINdaY
- - - 188529 — — 885 8r6'611 — — 158085 000852 {91 910u) 51503 BuLIBYO J0 J8U ‘sBulBYo Ainbe woy spasdoid
- - - S1E'SK - - €8 - - - el - (91 pue 1t} ssjou) uoneiodion Aeyss) wey |epdes Jo uonquiuo)
e - - - 0009 000°0 - - - — — — — Jeuped 1muaA Julol WOy [ended Jo SuoRnquuod
cC (erD'L) - - (1v8'8) (i18'8) - - - - - - - SUCHNALISIP J8UI0
Q - (zzo'vh) - 88681 - - (669) - - - 18964 16€°0 {91 &jou) SuOKNQUISIP PUN-UI-UBILAR
_ (1z8'8) — — — — — — — — — — (yun Jod £556 0F) SIAPRALOD Q SBUBS - SHU pavRjald
— (ree'e) — — — — — — — — — — (uun Jad 962 0%) 21qMIBAUCY |-0 SBLISS - SHUN paudjald
- — — — {gzo'ol) — — — — (gzgor) — — — (un Jad 521 2$) g seuas - spuq pausjRld
S — — — (r28°01) — — — — (p28°01) — — — (nun sed ¢Z1g°1$) ¥ seuag - spun pausjeld
" — — — (288'82) — — (e) — — — (468'80) — (nun 1ed 4 0%) SPUnN uowwog
g ‘palepep suonqusiq
e — — — 182 — 18C — — — — — — (21 ajou) swodul sasusysdwod 1BYQ
(. £5 595'0¢ — {090°02E) 112'E — {024'5) — 00512 — {105'6£8) — S50] 18N
d 206 I€C LT L15°TL 965'BEL L ¥06'ES (708) 859°0C 162'EL 526'98C [ 960 7B/ [T 9L0Z 'LE Jeqisdaq je se soue|eq
$ $ # g $ L3 L3 $ 5 # #
n ysada s)un sHun Aunb3 s)saiau] awoauyl {ss07) isuped SJUELIEM syun sHun sypun
u Bumcnucs Padiajaid padisjald e Bunonucd sAIsuUayaIdwo) |edaussy Ppadisjaid paiisjald UCWWoy
-uay IH2AUQ 1H2AUQ: =ug J
w_nuEwuvwz A 2 A 2 N vw-u.:.ﬁﬁuud. Pue sygun
S UoWWoy
y SIBUNE( pajiur
() ALINTA SHINLHY
c {suun pue si1ejjoq "§'n 10 Spuesnoyy} ui)
c ALIND3 TVLOL NI SIONVHD 40 SLINIWILVLS d3LvarosNOD
m SARVIAISENS ANV d1 SHINLYVd FJHOHSIJ0 AvMIAL

09.11.2021 kI 14:06



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
{all tabular amounts stated in thousands of U.S. Dollars, except unit and per unit data or unless otherwise indicated)

1. Summary of Significant Accounting Policies

Basis of presentation

The consolidated financial statements have been prepared in accordance with United States generally accepted accounting principles (or
GAAP). These financial statements include the accounts of Teekay Offshore Partners L_P., which is a limited partnership organized under the
laws of the Republic of the Marshall Islands, and its wholly owned or controlled subsidiaries (collectively, the Partnership). Unless the context
otherwise requires, the terms "we.," "us,” or "our,” as used herein, refer to the Partnership.

The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Actual results may differ from those estimates.

Foreign currency

The consolidated financial statements are stated in U.S. Dollars and the functional currency of the Partnership is the U.S. Dollar. Transactions
involving other currencies during the year are converted into U.S. Dollars using the exchange rates in effect at the time of the transactions.
At the balance sheet dates, monetary assets and liabilities that are denominated in currencies other than the U.S. Dollar are translated to
reflect the year-end exchange rates. Resulting gains or losses are reflected separately in the accompanying consolidated statements of loss.

Revenues

Each vessel charter may, depending on its terms, contain a lease component, a non-lease component or both. Revenues that are fixed on
or pricr to the commencement of the contract are recognized by the Partnership on a straight-line basis daily over the term of the confract.
Where the term of the contract is based on the duration of a single voyage, the Partnership uses a discharge-to-discharge basis in determining
proportionate performance for all tanker spot voyages that contain a lease and a load-to-discharge basis in determining proportionate
performance for all tanker spot voyages that do not contain a lease. Consequently, the Partnership does not begin recognizing revenue until
a voyage charter has been agreed to by the customer and the Partnership, even if the vessel has discharged its prior cargo and is sailing to
the anticipated load locaticn for its next voyage. For towage voyages, propoertionate performance is determined based on commencement of
the tow to completion of the tow. Reimbursements of vessel operating expenditures incurred to provide the contracted services to the charterer
are recognized when the expenses entitling the Partnership to reimbursement are incurred. Revenue or penalties from performance-based
metrics, such as production tariffs and other operational performance measures, are recognized as earned orincurred unless such performance-
based revenue is based on a multi-period performance-based metric that is allocable to non-lease services provided. In such a case, the
Partnership will estimate the amount of variable consideration, to the extent that it is probable that a significant reversal in the amount of
cumulative revenue recognized will not occur when the uncertainty associated with the variable consideration is subsequently resolved and
recognize such estimate of revenue over the performance period.

The consolidated balance sheets reflect, in other current assets, the accrued portion of revenues for those voyages that commence prior to
balance sheet date and complete after the balance sheet date and reflect, in deferred revenues or other long-term liabilities, the deferred
portion of revenues which will be eamed in subsequent periods.

Prior to the adoption of the Financial Accounting Standards Board (or FASB) Accounting Standards Update 2014-09, Revenue from Contracts
with Customers (or ASU 2014-09) on January 1, 2018:

«  Voyage revenues from towage and offshore installation vessels were recognized over the period of the tow and the mobilization and
demobilization of the towage vessel, instead of the period where the tow is being performed. The cumulative-effect adjustment on January
1, 2018 was insignificant.

* Revenue from time-charter contracts with fixed annual increases in the daily hire rate during the firm period of the charter to compensate
for expected inflationary cost increases were recognized when due under the contract, instead of on a smoothed basis over the term of
the time-charter. For time-charters with a termination fee owing if the contract is not extended past the contract term, the non-lease
portion of such termination fee was recognized when the termination fee was incurred, instead of recognized over the contract term. The
cumulative-effect adjustment on January 1, 2018 was an increase to equity of $7.7 million.

= Costs incurred by the Partnership for its onshore staff and seafarers related to the management of FPSO units owned by Teekay
Corporation and other vessels were presented on a net basis, instead of presented as vessel operating expenses and the reimbursement
of such expenses presented as revenue. There was no cumulative impact to opening equity as at January 1, 2018.

«  Operating costs for the Partnership's Volatile Organic Compounds (or VOC) plants on certain shutile tankers were presented on a net
basis, instead of presented as vessel operating expenses and the reimbursement of such expenses presented as revenue. There was
ne cumulative impact to opening equity as at January 1, 2018.

= The Partnership presented the net allocation for its vessels participating in revenue sharing arrangements as revenues, instead of the
revenue from those voyages being presented in voyage revenues and the difference between this amount and the Partnership's net
allocation from the revenue sharing arrangement being presented as voyage expenses. There was no cumulative impact to opening
equity as at January 1, 2018.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
{all tabular amounts stated in thousands of U.S. Dollars, except unit and per unit data or unless otherwise indicated)

Operating expenses

Voyage expenses are all expenses unigue to a particular voyage, including bunker fuel expenses, port fees, cargo loading and unloading
expenses, canal tolls, agency fees and commissions. Vessel operating expenses include crewing, ship management services, repairs and
maintenance, insurance, stores, lube cils and communication expenses.

Voyage expenses and vessel operating expenses are recognized when incurred except when the Partnership incurs pre-operational costs
related to the repositioning of a vessel or offshore unit that relates directly to a specific customer contract, that generates orenhances resources
of the Partnership that will be used in satisfying performance obligations in the future, and where such costs are expected to be recovered
via the customer contract. In this case, such costs are defemred and amortized over the duration of the customer contract. Prior to the adoption
of ASU 2014-09 on January 1, 2018, the Partnership expensed such costs as incurred unless the costs were directly reimbursable by the
contract or if they were related to the mobilization of offshore assets to an oil field. The cumulative-effect adjustment on January 1, 2018 was
an increase to equity of $29.4 million.

The Partnership recognizes the expense from vessels time-chartered from other owners in time-charter hire expenses in the accompanying
consolidated statements of loss. The Partnership has determined that all of its time-charter-in contracts contain both a lease component (lease
of the vessel} and a non-lease component (operation of the vessel). The Partnership has allocated the contract consideration between the
lease component and non-lease component on a relative standalone selling price basis. The Parinership has elected to recognize the lease
payments of short-term leases in profit or loss on a straight-line basis over the lease term and variable lease payments in the period in which
the obligation for those payments is incurred, which is consistent with the recognition of payment for the non-lease component. Short-term
leases are leases with an original term of one year or less, excluding those leases with an option to extend the lease for greater than one
year or an option to purchase the underlying asset that the lessee is reasonably certain to exercise.

Cash and cash equivalents

The Partnership classifies all highlydiquid investments with a maturity date of three months or less when purchased as cash and cash
equivalents.

Accounts receivable and allowance for doubtful accounts

Accounts receivable are recorded at the invoiced amount and do not bear interest. The allowance for doubtful accounts is the Partnership’s
best estimate of the amount of probable credit losses in existing accounts receivable. The Partnership determines the allowance based on
historical write-off experience and customer economic data. The Partnership reviews the allowance for doubtful accounts regularly and past
due balances are reviewed for collectability. Account balances are charged against the allowance when the Partnership believes that the
receivable will not be recovered. There is no allowance for doubtful accounts recorded as at December 31, 2019 and 2018.

Investments in equity-accounted joint ventures

The Partnership’s investments in equity-accounted joint ventures are accounted for using the equity method of accounting. Under the equity
method of accounting, the initial cost of the investment is adjusted for subsequent additicnal investments and the Partinership’s proportionate
share of earnings or losses and distributicns. The Partnership evaluates its investments in joint ventures for impairment when events or
circumstances indicate that the carrying value of such investments may have experienced an other-than-temporary decline in value below
carrying value. If the estimated fair value is less than the carrying value, the carrying value is written down to its estimated fair value and the
resulting impairment is recorded in the Partnership’s consolidated statements of loss. No indicators of impairment existed at December 31,
2019 and 2018.

Vessels and equipment

All pre-delivery costs incurred during the construction of newbuildings and conversions, including interest, supervision and technical costs,
are capitalized. The acquisition cost and all costs incurred to restore used vessels purchased by the Partnership to the standards required to
properly service the Partnership’s customers are capitalized.

Vessel capital medifications include the addition of new equipment or can encompass various modifications to the vessel which are aimed at
improving and/or increasing the operational efficiency and functionality of the asset. This type of expenditure is amortized over the estimated
useful life of the modification. Expenditures covering recurring routine repairs or maintenance are expensed as incurred.

Depreciation is calculated on a straight-line basis over a vessel's estimated useful life to an estimated residual value. Floating production
storage and offloading (or FPSO) units are depreciated using an estimated useful life of 20 to 25 years commencing the date the unit is
installed at the oil field and is in a condition that is ready to operate. Some of the Partnership’s FPSO units have oil field specific equipment,
which is depreciated over the expected life ofthe oil field. Shuttle tankers are depreciated over an estimated usefullife of 20 years commencing
the date the vessel is delivered from the shipyard. Floating storage and off take (or FSO) units are depreciated over the estimated contract
term or the estimated useful life of the specific unit. The unit for maintenance and safety (or UMS) is depreciated over an estimated useful
life of 35 years commencing the date it amrived at the oil field and was in a condition that was ready to operate. Towage and offshore installation
vessels are depreciated over an estimated useful life of 25 years commencing the date the vessel is delivered from the shipyard. Depreciation
of vessels and equipment for the years ended December 31, 2019, 2018 and 2017, totaled $330.2 million, $348.4 million, and $286.1 million,
respectively. Depreciation and amortization includes depreciation on all owned vessels.
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TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Interest costs capitalized to vessels and equipment for the years ended December 31, 2019, 2018 and 2017 totaled $13.6 million, $11.1
million and $29.6 million, respectively.

Generally, the Partnership dry docks each shutile tanker and towage and offshore installation vessel every two and a half to five years. UMS,
FS0 and FPSO units are generally not dry docked. The Partnership capitalizes a portion of the costs incurred during dry docking and amortizes
those costs on a straight-line basis from the completion of a dry docking over the estimated useful life of the dry dock. Included in capitalized
dry docking are costs incurred as part of the dry docking to meet regulatory requirements, or expenditures that either add economic life to
the vessel, increase the vessel’s eaming capacity or improve the vessel’'s operating efficiency. The Partnership expenses costs related to
routine repairs and maintenance performed during dry docking that do notimprove operating efficiency or extend the useful lives of the assets.

Dry-docking activity for the three years ended December 31, 2019, 2018 and 2017 is summarized as follows:

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $
Balance at beginning of the year 42 538 42,829 49,238
Cost incurred for dry-docking 13,546 23,602 17,183
Dry-docking amortization (19,146) (23,893) (22,870)
Write-down / sale of vessels with capitalized dry-dock costs — — (722)
Balance at end of the year 36,938 42,538 42 829

Vessels and equipment that are “held and used” are assessed for impairment when events or circumstances indicate the carrying amount of
the asset may not be recoverable. If the asset’s net carrying value exceeds the net undiscounted cash flows expected to be generated over
its remaining useful life, the carrying amount of the asset is reduced to its estimated fair value. The estimated fair value for the Partnership’s
impaired vessels is determined using discounted cash flows or appraised values. In cases where an active second hand sale and purchase
market does not exist, the Partnership uses a discounted cash flow approach to estimate the fair value of an impaired vessel. In cases where
an active second hand sale and purchase market exists, an appraised value is used to estimate the fair value of an impaired vessel. An
appraised value is generally the amount the Partnership would expect to receive if it were to sell the vessel. Such appraisal is nommally
completed by the Partnership. When an asset impairment occurs, the Partnership adjusts the carrying value of the asset to its new cost base
and writes off the asset's accumulated depreciation.

Asset retirement obligation

The Partnership has an asset retirement obligation (or ARO) relating to the sub-sea mooring and riser system associated with the Randgrid
FSO unit. This obligation involves the costs asscciated with the restoration of the environment surrounding the facility and removal of all
equipment, which are subsequently to be reimbursed by the charterer. This obligation is expected to be settled at the end of the contract
under which the FSO unit operates, which as at December 31, 2019, was estimated to be May 2024.

The Partnership records the fair value of an ARO as a liability in the period when the obligation arises. The fair value of the ARO is measured
using expected future cash outflows discounted at the Partnership’s credit-adjusted risk-free interest rate. When the liability is recorded, and
as the ARO will be coverad by contractual payments to be received from the charterer, the Partnership records a separate receivable
concurrently with the ARO being created. Each period, the liability is increased for the change in its present value. Changes in the amount or
timing of the estimated ARO are recorded as an adjustment to the related liability and asset. As at December 31, 2019, the ARO and associated
receivable, which are recorded in Other long-term liabilities and Other non-cumrent assets, respectively, were both $26.4 million (2018 - $24.7
million).

Debt issuance costs

Debt issuance costs related to a recognized debt liability, including bank fees, commissions and legal expenses, are capitalized and amortized
over the term of the relevant loan facility to interest expense using an effective interest rate method. Debt issuance costs are presented as a
reduction from the carrying amount of that debit liability, unless no amounts have been drawn under the debt liability or the debt issuance
costs exceed the carrying value of the related debt liability, in which case the debt issuance costs are presented as other non-current assets.

Fees paid to amend a non-revelving credit facility can be associated with the extinguishment of the old debt instrument and included in
determining the debt extinguishment gain or loss to be recognized. Any unamortized debt issuance costs would be written off. If a debt
amendment is considered not to be a substantial amendment, then the fees would be associated with the replacement or medified debt
instrument and, along with any existing unamortized debt issuance costs and premium or discount, would be amortized as an adjustment of
interest expense over the remaining term of the replacement or modified debt instrument using the effective interest method. Other related
costs incurred with third parties directly related to the modification, other than the loan amendment fee, are expensed as incurred.

Fees paid to amend revolving credit facilities are deferred and amortized over the term of the modified credit facility. If the borrowing capacity
is increased as a result of the amendment, unamortized loan costs of the original facility would be deferred and amortized over the term of
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the modified credit facility. If the borrowing capacity is decreased as a result of the amendment, a proportionate amount, based on the reduction
in borrowing capacity, of the unamortized debt issuance costs of the criginal facility would be written off and the remaining amount would be
deferred and amortized over the term of the modified credit facility.

Goodwill

Goodwill is not amortized, but reviewed for impairment at the reporting unit level on an annual basis or more frequently if an event occurs or
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carmrying value. When goodwill is
reviewed for impairment, the Partnership will measure the amount by which a reporting unit’s camying value exceeds its fair value, with the
maximum impairment not to exceed the carrying value of goodwill.

Derivative instruments

All derivative instruments are initially recorded at fair value as either assets or liabilities in the accompanying consolidated balance sheets
and subsequently remeasured to fair value, regardless of the purpese or intent for holding the derivative. The method of recognizing the
resulting gain or loss is dependent on whether the derivative contract is designed to hedge a specific risk and also qualifies and is designated
for hedge accounting. During the year ended December 31, 2018, certain ofthe Partnership's interest rate swaps were designated in qualifying
hedging relationships and hedge accounting was applied in the consolidated financial statements or within the Partnership's equity-accounted
joint ventures (see note 12).

When a derivative is designated in a cash flow hedge, the Partnership formally documents the relationship between the derivative and the
hedged item. This documentation includes the strategy and risk management objective for undertaking the hedge and the method that will
be used to assess the effectiveness of the hedge. Any hedge ineffectiveness is recognized immediately in earnings, as are any gains and
losses on the derivative that are excluded from the assessment of hedge effectiveness. The Partnership does not apply hedge accounting if
it is determined that the hedge was not effective or will no longer be effective, the derivative was sold or exercised, or the hedged item was
sold, repaid or is no longer probable of occurring. As at December 31, 2018, the Partnership had de-designated all hedging relationships and
during the year ended December 31, 2019, the Partnership did not apply hedge accounting to any of its derivative instruments.

For derivative financial instruments designated in qualifying cash flow hedges, changes in the fair value of the effective portion of the derivative
financial instruments are initially recorded as a component of accumulated other comprehensive income in equity. In the periods when the
hedged items affect earnings, the associated fair value changes on the hedging derivatives are transferred from eguity to the comresponding
earnings line item in the consolidated statements of loss. If a cash flow hedge is de-desiganted and the originally hedged item is still considered
probable of cceurring, the gains and losses initially recognized in equity remain there until the hedged item impacts earnings, at which point
they are transferred to the corresponding earnings line item in the consolidated statements of loss. If the hedged item is no longer probable
of occurring, amounts recognized in equity are immediately transferred to the relevant eamings line item in the consolidated statements of
loss.

For derivative financial instruments that are not designated as accounting hedges, the changes in the fair value of the derivative financial
instruments are recognized in earnings. Gains and losses from the Partnership’s non-designated foreign currency forward coniracts and
interest rate swaps are recorded in realized and unrealized loss on derivative instruments in the consclidated statements of loss. Gains and
losses from the Partnership’s non-designated cross currency swaps are recorded in foreign currency exchange loss in the consoclidated
statements of loss.

Unit-based compensation

The Partnership grants restricted unit-based compensation awards as incentive-based compensation to certain employees of the Partnership
and Teekay Corporation’s subsidiaries that provide services to the Partnership (see note 17). The Partnership measures the cost of such
awards using an option pricing medel to determine the grant date fair value of the award and recognizes that cost, net of estimated forfeitures,
over the requisite service period. The requisite service pericd consists of the period from the grant date of the award to the earlier of the date
of vesting or the date the recipient becomes eligible for retirement. For unit-based compensation awards subject to graded vesting, the
Partnership calculates the value of the award as if it was one single award with one expected life and amortizes the calculated expense for
the entire award on a straight-line basis over the requisite service period. Certain of these awards are cash settled. For cash settled awards,
the fair value of such awards is remeasured at each reporting date, based on the fair market value of the Partnership's common units at that
date, with the change in fair value recognized as compensation expense. Unit-based compensation expenses are recorded under general
and administrative expenses in the Partnership’s consolidated statements of loss.

Income taxes

The Partnership is subject to income taxes relating to its subsidiaries in Norway, Australia, Brazil, the United Kingdom, Singapore, Qatar,
Canada, Luxembourg and the Netherlands. The Partnership accounts for such taxes using the liability method. Under the liability method,
deferred tax assets and liabilities are recognized for the anticipated future tax effects of temporary differences between the financial statement
basis and the tax basis of the Partnership’s assets and liabilities using the applicable jurisdictional tax rates. A valuation allowance for deferred
tax assets is recorded when it is more likely than not that some or all of the benefit from the deferred tax asset will not be realized.

Recognition of uncertain tax positions is dependent upon whether it is more-likely-than-not that a tax position taken or expected to be taken
in a tax return will be sustained upon examination, including resolution of any related appeals or litigation processes, based con the technical
merits of the position. If a tax position meets the more-likely-than-not recognition threshold, it is measured to determine the amount of benefit
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to recognize inthe consolidated financial statements based on guidance intheinterpretation. The Partnership recognizes interest and penalties
related to uncertain tax poesitions in income tax (expense) recovery in the Partnership’s consolidated statements of loss.

Employee pension plans

On January 1, 2018, the Partnership acquired a 100% ownership interest in seven subsidiaries of Teekay Corporation. These subsidiaries
provide ship management, commercial, technical, strategic, business development and administrative services to the Partnership, primarily
related 1o the Partnership's FPSO units, shuttle tankers and FSO units (see note 111). Employees of these companies are generally eligible
to participate in pension plans.

The Partnership has defined contribution pension plans covering the majority of its employees. Pension costs associated with the Partnership’s
required contributions under its defined contribution pension plans are based on a percentage of employees’ salaries and are charged to
earnings in the year incurred. With the exception of certain of the Partnership’s employees in Norway, the Partnership’s employees are
generally eligible to participate in defined contribution plans. These plans allow for the employees to confribute a certain percentage of their
base salaries into the plans. The Partnership matches all or a portion of the employees’ contributions, depending on how much each employee
contributes. During the year ended December 31, 2019, the amount of cost recognized for the Partnership’s defined contribution pension
plans was $5.2 million (December 31, 2018 and 2017 - $4.5 miillion and nil, respectively).

The Partnership also has defined benefit pension plans covering 288 active and retired employees in Norway as at December 31, 2019
(December 31, 2018 and 2017 - 443 and nil, respectively). The Partnership accrues the costs and related obligations associated with its
defined benefit pension plans based on actuarial computations using the projected benefits obligation method and management’s best
estimates of expected plan investment performance, salary escalation, and other relevant factors. For the purpose of calculating the expected
return on plan assets, those assets are valued at fair value. The overfunded or underfunded status of the defined benefit pension plans is
recognized as assets or liabilities in the consolidated balance sheets. The Partnership recognizes as a compenent of other comprehensive
(loss) income, the gains or losses that arise during a period but that are not recognized as part of net periodic benefit costs. The pension
assets have been guaranteed a minimum rate of return by the provider, thus reducing potential exposure to the Parinership to the extent the
provider honors its obligations. The Partnership's funded status relating to its defined benefit pensicn plans was a surplus of $0.3 million as
at December 31, 2019 (December 31, 2018 and 2017 - deficiency of $1.5 million and nil, respectively).

2. Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update 2016-02, Leases (or ASU 2016-02). ASU 2016-02 establishes a right-of-
use model that requires a lessee to record a right-of-use asset and a lease liability on the balance sheet for all leases with terms longer than
12 months. For lessees, leases will be classified as either finance or operating, with classification affecting the pattem of expense recognition
in the income statement. ASU 2016-02 requires lessors to classify leases as a sales-type, direct financing, or operating lease. A lease is a
sales-type lease if any cne of five criteria are met, each of which indicate that the lease, in effect, transfers control of the underlying asset to
the lessee. If none of those five criteria are met, but two additional criteria are both met, indicating that the lessor has transferred substantially
all of the risks and benefits of the underlying asset to the lessee and a third party, the lease is a direct financing lease. All leases that are not
sales-type leases or direct financing leases are operating leases. ASU 2016-02 was effective January 1, 2019, with early adoption permitted.
In July 2018, FASB issued an additional Accounting Standards Update that made further amendments to accounting for leases, including
allowing the use of a transition approach whereby a cumulative effect adjustment is made as of the effective date, with no retrospective effect.
The Partnership elected to use this new optional transition approach. The Partnership adopted ASU 2016-02 on January 1, 2019. To determine
the cumulative effect adjustment, the Partnership has not reassessed whether any expired or existing contracts are, or contain leases, has
not reassessed lease classification, and has not reassessed initial direct costs for any existing leases. The adoption of ASU 2016-02 has
resulted in a changein the accounting method for the lease portion of the daily charter hire for the Partnership's chartered-in vessels accounted
for as operating leases with firm periods of greater than one year. As of January 1, 2019, the Partnership had four in-chartered vessels in its
fleet, the accounting for three of which vessels was impacted by the adoption of ASU 2016-02, as well as a small number of office leases.
Under ASU 2016-02, the Partnership has recognized a right-of-use asset and a lease liability on the balance sheet for these charters and
office leases based on the present value of future minimum lease payments, whereas previously no right-of-use asset or lease liability was
recognized. The right-of-use asset and lease liability recognized on January 1, 2019 was $19.4 millicn and as at December 31, 2019 it was
$57.7 million. As at December 31, 2019, the right-of-use asset is included in Other assets, and the lease liability in Other current liabilities
and Other long-term liabilities, on the Partnership's consolidated balance sheet. The pattem of expense recognition of chartered-in vessels
is expected to remain substantially unchanged, unless the right-of-use asset becomes impaired. In addition, under ASU 2016-02, direct
financing lease payments received have been presented as an operating cash inflow instead of an investing cash inflow in the statement of
cash flows. Direct financing lease payments received during the year ended December 31, 2019 were $0.9 million. The Partnership’s FPSO
contracts, contracts of affreightment (or CoAs), time charters, and voyage charters include both a lease component, consisting of the lease
ofthe vessel, and a non-lease component, consisting of operation of the vessel for the customer. The Partnership has elected to not separate
the non-lease component from the lease component for all such charters, where the lease component is classified as an operating lease,
and account for the combined components as an operating lease.

In June 2016, the FASB issued Accounting Standards Update 2016-13, Financial Instruments - Credit Losses: Measurement of Credit Losses
on Financial instruments (or ASU 2016-13). ASU 2016-13 replaces the incurred loss impairment methodology with 2 methodology that reflects
expected creditlosses and requires consideration of a broaderrange of reasonable and supportable information to inform creditloss estimates.
This update became effective for the Partnership on January 1, 2020, with a modified-retrospective approach. The Partnership is currently
evaluating the effect of adopting this new guidance. Based on the Partnership's preliminary assessment, adoption of ASU 2016-13 is not
expected to have a material impact on the Partnership's consclidated financial statements.
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In December 2019, the FASB issued Accounting Standards Update 2019-12, income Taxes (Topic 740): Simplifying the Accounting forIncome
Taxes (or ASU 2079-12), as part of its initiative to reduce complexity in the accounting standards. The amendments in ASU 2019-12 eliminate
certain exceptions related to the approach for intrapericd tax allocation, the methodology for calculating income taxes in an interim period
and the recognition of deferred tax liabilities for outside basis differences, among other changes. The guidance becomes effective for annual
reporting pericds beginning after December 15, 2020 and interim periods within those fiscal years. Early adoption is permitted, including
adoption in any interim period. The Partnership is currently evaluating the effect of adopting this new guidance.

3. Fair Value Measurements and Financial Instruments

a} Fair value measurements
The following methods and assumptions were used to estimate the fair value of each class of financial instrument:

Cash and cash equivalents and restricted cash - The fair values of the Partnership’s cash and cash equivalents and restricted cash
approximate their carrying amounts reported in the accompanying consolidated balance sheets.

Derivative instruments —The fair value of the Partnership’s derivative instruments is the estimated amount that the Partnership would receive
or pay to terminate the agreements at the reporting date, taking into account current interest rates, foreign exchange rates and the current
credit worthiness of both the Partnership and the derivative counterparties. The estimated amount is the present value of future cash flows.
The Partnership transacts all of its derivative instruments through investment-grade rated financial institutions at the time of the fransaction.
The Partnership’s interest rate swap agreements and foreign currency forward contracts require no collateral from these institutions. As at
December 31, 2018, the Partnership had $1.2 millicn (December 31, 2019 - 3nil) on deposit with the relevant counterparties as security for
cross currency swap liabilities under certain master agreements. The deposit is presented in restricted cash on the consclidated balance
sheet as at December 31, 2018.

Long-term debt — The fair value of the Partnership’s fixed-rate and variable-rate long-term debt is either based on quoted market prices or
estimated using discounted cash flow analysis based on rates currently available for debt with similar terms and remaining maturities and the
current credit worthiness of the Partnership.

Vessels held for sale - During 2019, the carrying values of the Navion Hispania and Stena Sirita shuttle tankers and the Petrojari Cidade de
Rio das Ostras (or Ostras) FPSO unit were written down to their estimated fair values, using appraised values, as a result of the expected
sales of the vessels.

Vessels and equipment — During 2019, as a result of a reassessment of the future redeployment assumpticns for one FPSO unit and the
Arendal Spirit UMS, the Partnership determined that the units were impaired and wrote down the carrying value of the units to their estimated
fair value based on a discounted cash flow approach.

The Partnership determined the discounted cash flows for the one FPSO unit using the current contract's time-charter rates and operating
costs, projected future use on the existing field, projected future upgrade costs, projected future use on new fields, and estimated residual
value, discounted at an estimated market participant rate of 10%. The projected future uses take into consideration the Partnership’s projected
time-charter rates that could be contracted in future pericds. In establishing these estimates, the Partnership considered the specific attributes
of this FPSO unit, current discussions with existing and potential customers, available field expansions and historical experience redeploying
FPSO units.

The Partnership determined the discounted cash flows for the Arendal Spirit UMS using the curent lay-up costs, projected future redeployment
opponrtunities, estimated residual value, and estimated sales price, discounted at an estimated market participant rate of 10%. The projected
future redeployment opportunities take into consideration the Partnership’s projected time-charter rates that could be contracted in future
periods. In establishing these estimates, the Partnership considered the specific attributes of this UMS, current discussions with potential
customers, and available redeployment opportunities.

Obligations related to finance leases - The fair values ofthe Partnership's obligations related to finance leases are estimated using discounted
cash flow analyses, based on rates currently available for debt with similar terms and remaining maturities. Obligations related to finance
leases are classified as Other current liabilities and Other long-term liabilities on the Partnership's consolidated balance sheet.

The Partnership categorizes its fair value estimates using a fair value hierarchy based on the inputs used to measure fair value. The fair value
hierarchy has three levels based on the reliability of the inputs used to determine fair value as follows:

Level 1. Observable inputs such as quoted prices in active markets;
Level 2. Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and
Level 3. Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its cwn assumpticns.
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The following table includes the estimated fair value and camying value of those assets and liabilities that are measured at fair value on a
recurring and non-recurring basis, as well as the estimated fair value of the Partnership’s financial instruments that are not accounted for at
fair value on a recurring basis:

December 31, 2019 December 31, 2018
Fair (;:\?qu:,ylm? Fair Value %?;gm% Fair Value
Value Asset Asset Asset Asset
H'Er;’rglhy (Llal;lllty) (L'al;""v) (Llaglllty) (Llaglllty)
Recurmring:
Cash and cash equivalents and restricted cash Level 1 308,256 306,256 233,580 233,580
Derivatives instruments (hote 12)
Interest rate swap agreements Level 2 (163,972) (163,972) (107,074) (107,074}
Cross currency swap agreement Level 2 — — (4,538) (4,538)
Foreign currency forward contracts Level 2 575 575 (4,650) (4,650)
Non-Recurring:
Vessels held for sale (note 18) Level 2 15,374 15,374 — —
Vessels and equipment (note 18) Level 2 176,577 176,577 — —
Other:
Long-term debt - public (note 8) Level 1 (1,067,740)  (1,069,204)  (1,027,696) (977,917)
Long-term debt - non-public (note 8} Level 2 (2,111,210)  (2,136,315) (2,070,046) (2,082,316)
Due to related parties - current (notes {1c and 11j} Level 2 (20,000) (19,781) (125,000) (123,025)
Obligations related to finance leases (rote 74¢) Level 2 (21,453} (23,800) — —

b} Financing receivables

The following table contains a summary of the Partnership’s financing receivables by type of borrower and the method by which the Partnership
monitors the credit quality of its financing receivables on a quarterly basis:

Year Ended Year Ended
December 31, December 31,
2019 2018

Credit Quality Indicator Grade
Direct financing leases Payment activity Performing 3,875 4,793

4. Segment Reporting

The Partnership is engaged in the international marine transportation of crude oil, the offshore processing and storage of crude oil, long-
distance ocean towage and offshore installation services, and maintenance and safety services through the operation of its shuttle tankers,
FSO units, FPSO units, towage and offshore installation vessels and UMS. The Partnership’s revenues are earned in international markets.

The Partnership has six reportable segments: its FPSO segment; its shuttle tanker segment; its FSO segment; its UMS segment; its towage
and offshore installation vessels (or towage) segment; and its conventional tanker segment. The Partnership’s FPSO segment consists of its
FPSO units to service its FPSO contracts. The Partnership’s shuttle tanker segment consists of shuttle tankers operating primarily on fixed-
rate contracts of affreightment, time-charter contracts or bareboat charter contracts. The Partnership’'s FS0O segment consists of its FSO units
subject to fixed-rate, time-charter contracts or bareboat charter contracts. The Partnership’s UMS segment consists of one unit currently in
lay-up. The Partnership’s towage and offshore installation vessels segment consists of long-distance towage and offshore installation vessels
which operate on time-charter or voyage charter contracts. During 2019, the Parinership redelivered its two in-chartered conventional tankers
to their owners and ceased operations in this segment. The accounting policies applied to the reportable segments are the same as those
used in the preparation of the Partnership’s consolidated financial statements.
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The following table presents revenues and percentage of consolidated revenues for customers that accounted for more than 10% of the
Partnership’s consolidated revenues during the periods presented:

Year Ended Year Ended Year Ended
{U.S. Dollars in millions} December 31, 2019 December 31, 2018 December 31, 2017
Royal Dutch Shell Pic ™ $311.3 or 25% $327 6 or 23% $338.2 or 31%
Equinor ASA (formerly Statoil ASA) @ $170.8 or 13% $182.1 or 13% $114.5 or 10%
Petroleo Brasileiro S.A" —® $254.8 or 18% $190.7 or 17%
Premier Oil —® —® $113.5 or 10%

(1) Shuttle tanker and FPSO segments.
{2) Shuttle tanker and FSO segments.
{3) Percentage of consolidated revenue was less than 10%.

(4) FPSO segment.

Effective for periods commencing on or after January 1, 2019, management and the chief operating decision maker has changed their primary
measure for evaluating segment performance from income from vessel operations to Adjusted EBITDA. Adjusted EBITDA has also been
presented for the years ended December 31, 2018 and 2017 to maintain comparability of segment performance between the periods reported
in these consolidated financial statements. Adjusted EBITDA is defined as net loss before interest expense (net), income tax expense, and
depreciation and amortization as adjusted to exclude certain items whose timing or amount cannot be reasonably estimated in advance or
that are not considered representative of core operating performance. Such adjustments include vessel write-downs, gains or losses on the
sale of vessels, unrealized gains or losses on derivative instruments, foreign exchange gains or losses, losses on debt repurchases, and
certain other income or expenses. Adjusted EBITDA also excludes: realized gains or losses on interest rate swaps as management, in
assessing the Partnership's performance, views these gains orlosses as an element ofinterest expense; realized gains or losses on derivative
instruments resulting from amendments or terminations of the underlying instruments; and equity income. Adjusted EBITDA also includes the
Partnership's proportionate share of Adjusted EBITDA from its equity-accounted joint ventures and excludes the non-controlling interests'
proportionate share of Adjusted EBITDA from the Partnership’s consolidated joint ventures. The Parinership does not have control over the
operations of, nor does it have any legal claim to the revenue and expenses of its investments in, its equity-accounted for joint ventures.
Consequently, the cash flow generated by the Parinership’s investments in equity accounted joint ventures may not be available for use by
the Partnership in the period that such cash flows are generated.
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The following tables include results for the Partnership’s FPSO unit segment; shutile tanker segment; FSO unit segment; UMS segment;
towage segment; and conventional tanker segment for the periods presented in these consolidated financial statements:

Shuttle Conventional

Year ended December FPSO Tanker FSO UMS Towage Tanker Corporate/
31,2019 Segment Segment Segment Segment Segment Segment Eliminations® Total
Revenues 492,658 549,587 140,117 2,940 74,726 7,972 — 1,268,000
Voyage expenses — (86,519) (800) (76)  (37,530) (4,985) — (129,910)
Vessel operating expenses  (227,873) (126/433) (42,597) (1,216)  (28,832) — — (426,951)
Time-charter hire

expenses — (40,108) — — — 4,319) — (44,427)
General and

administrative” (40,846)  (20,788) (4,006) (6,100) (4,401) (104) — (76,245)

Realized loss on foreign
curmrency forward
contracts — — — — — — (5,054) (5,054)

Adjusted EBITDA from
equity-accounted
vessels 97,849 — — — — — — 97,849

Adjusted EBITDA
attributable to non-

controlling interests — (10,864) (500) — — — — (11,364)
Adjusted EBITDA 321,788 264,875 92,214 (4,452) 3,963 (1,436) (5,054) 671,898
Equity income 32,794 — — — — — — 32,794
Investment in joint

ventures 234,627 — — — — — — 234,627

Expenditures for vessels
and equipment,
including_advances o]

in

newbuilding contracts'® 8,284 185,156 6,967 922 110 — — 201,439
Expenditures for dry

dacking — 11,902 — — 1,644 — — 13,546

Shuttle Conventional

Year ended December FPSO Tanker FSO UMS Towage Tanker Corporate/
31, 2018 Segment Segment Segment Segment Segment Segment Eliminations® Total
Revenues™ 533,186 636413 136,557 36,536 63,327 21,325 (920) 1,416,424
Voyage expenses —  (109,796) (769) 47)  (28,925) (12,453) 182 (151,808)
Vessel operating expenses  (214,623) (149,226) (42,913) (3.679) (27,346) — 116 (437.,671)
Time-charter hire

expenses — (36,421) — — — (16,195) — (52,616)
General and

administrative” (34,052) (21,763) (2,174) (3,547) (3,531) (360) — (65,427)
Restructuring charge (1.520) — — — — — — (1,520}

Realized loss on foreign
cumrency forward
contracts — — — — — — (1,228) (1,228)

Adjusted EBITDA from
equity-accounted
vessels 92,637 — — — — — — 92 637

Adjusted EBITDA
attributable to non-

controlling interests — (15,593) (677) — — — — (16,270)
Adjusted EBITDA 375,628 303,614 90,024 29,263 (6,475) (7,683) (1,850) 782,521
Equity income 39,458 — — — — — — 39,458
Investment in joint

ventures 212,202 — — — — — — 212,202

Expenditures for vessels
and equipment,
including advances on
newbuilding contracts,

and conversion costs' 54,371 147,540 6,987 — 24,838 — — 233,736

Expenditures for dry

docking — 22135 — — 1,467 — — 23,602
F-17
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Shuttle Conventional

Year ended December FPSO Tanker FSO UMS Towage Tanker Corporate/
31, 2017 Segment Segment Segment Segment Segment Segment Eliminations® Total
Revenues 458,388 536,852 66,901 4,236 38,771 14,022 (8,886) 1,110,284
Voyage expenses — (80,964) (1.172) (1,152)  (17.727) (359) 1,930 (99,444)
Vessel operating

(expenses) recoveries (149,153) (129,517) (25,241) (33,656) (21,074) 10 5,067 (353,564)
Time-charter hire

expenses — (62,899) — — (925) (16,491) — (80,315)
General and

administrative” (33,046) (17.425) (1,864) (5,068) (4,486) (360) — (62,249)
Restructuring charge (450) (210) — (2,004) — — — (2,664)

Realized gain on foreign
currency forward
contracts — — — — — — 900 900

Adjusted EBITDA from

equity-accounted

vessels 33,360 — — — — — — 33,360
Adjusted EBITDA

attributable to non-

controlling interests — (23,035) (879) — — — — (23,914)
Adjusted EBITDA 309,099 222,802 37,745 (37.644) (5,441) (3,178) (989) 522,394
Equity income T 14447 — — — — — — T 14447
Investment in joint

ventures 169,875 — — — — — — 169,875

Expenditures for vessels
and equipment,
including advances on
newbuilding contracts

and conversion costs'™ 193,817 216,157 88,039 3,931 31,316 — — 533,260
Expenditures for dry
docking — 16,323 199 — 861 — — 17,183

{1) Includes direct general and administrative expenses and indirect general and administrative expenses (allocated to each segment based on estimated
use of corporate resources).

(2) Includes revenues and expenses earned and incumred between segments of the Partnership, during the years ended December 31, 2018 and 2017.

{3) Expenditures for vessels and equipment, including advances on newbuilding contracts for the year ended December 31, 2019 includes: Shuttle Tanker
Segment - installment payments on the seven shuttle tanker newbuildings {see note 14c).

Expenditures for vessels and equipment, including advances on newbuilding contracts and conversion costs for the year ended December 31, 2018
includes: FPSO Segment - upgrade costs on the Pefrojari ' FPSO unit; Shuttle Tanker Segment - the final East Coast of Canada newbuilding installment
payment and installment payments on six Shutfle Spirit shuttle tanker newbuildings {see note 14c); Towage Segment - the final installment payment on
one newbuilding towage and offshore installation vessel.

Expenditures for vessels and equipment, including advances on newbuilding contracts and conversion costs for the year ended December 31, 2017
includes: FPSO Segment - upgrade costs on the Pefrojar! { FPSO unit; Shuttle Tanker Segment - installment payments on the three East Coast of Canada
shuttle tanker newbuildings and two Shutfle Spirif shuttle tanker newbuildings (see note 14c); FSO Segment - conversion costs on the Randgrid FSO unit;
Towage Segment - installment payments on three newbuilding towage and offshore installation vessels.

{4) Includes revenues of $55.0 million and $36.5 million in the Shuttle Tanker and UMS segments, respectively, during the year ended December 31, 2018
related to a setflement agreement with Petrobras and Petroleo Netherlands B.V. - PNBY S.A. (or Pefrobras) in relation to the previously-terminated charter
contracts of the HiLoad DP unit and Arendal Spirif UMS (see note 5).
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The following table includes reconciliations of Adjusted EBITDA to net loss for the periods presented in these consolidated financial statements:

Year ended Year ended Year ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $
Adjusted EBITDA 671,898 782,521 522,394
Depreciation and amortization" (349,379) (372,290) (309,975)
(Write-down) and gain on sale of vessels™ (332,125) (223,355) (318,078)
Interest expense (205,709) (199,395) (154,890)
Interest income 5111 3,598 2,707
Realized and unrealized (loss) gain on derivative instruments®® (80,141} 14,036 (43,753)
Foreign currency exchange gain (loss) 2193 (9.413) (14,006)
Losses on debt repurchases — (55,479) (3,102)
Other (expense) income - net (1,225) (4,602) 14,167
Expenses and losses relating to equity accounted investments” (65,055) (93,179) (18,918)
Adjusted EBITDA atiributable to non-controlling interesis 11,364 16,270 23,914
Loss before income tax (expense) recovery (343,068) (101,288) (299,540)
Income tax (expense) recovery (7.827) (22,657) 98
Net loss (350,895) (123,945) (299,442)

(1) Depreciation and amortization by segment for the year ended December 31, 2019 is as follows: FPSO $145.9 million, Shuttle Tanker $134 .3 million, FSO
$41.7 million, UMS $6.6 million and Towage $20.9 million. Depreciation and amortization by segment for the year ended December 31, 2018 is as follows:
FPSO $145.5 million, Shuttle Tanker $155.8 million, FSO $44.1 million, UMS $6.6 million, Towage $20.3 million and eliminations of amounts incured
between segments of ($0.1) million. Depreciation and amortization by segment for the year ended December 31, 2017 is as follows: FPSO $143.6 million,
Shuttle Tanker $125 .6 million, FSO $19.4 million, UMS $6.6 million, Towage $15.6 million and eliminations of amounts incurred between segments of ($0.8)
million.

(2) (Write-down) and gain on sale of vessels by segment for the year ended December 31, 2019 is as follows: FPSO ($227.4) million, Shuttle Tanker ($0.9)
million, FSO $11.2 million, UMS ($115.0) million. {Write-down) and gain on sale of vessels by segment for the year ended December 31, 2018 is as follows:
FPSO ($180.2) million, Shuttie Tanker ($43.2) million. (Write-down) and gain on sale of vessels by segment for the year ended December 31, 2017 is as
follows: FPSO ($265.2) million, Shuttle Tanker ($51.7) million, FSO ($1.1) million.

{3) Excludes the realized gain {loss) on foreign currency forward contracts.

{4) Includes depreciation and amortization, interest expense, interest income, realized and unrealized gain (loss) on derivative instruments, foreign cumrency
exchange gain (loss) and income tax expense relating to equity accounted investments. The sum of (a) Adjusted EBITDA from equity-accounted vessels
as presented in the tables above as part of the results for the Partnership’s reportable segments and (b) expenses and gains {losses) relating to equity
accounted investments from this table equals the amount of equity income included on the Partnership's consolidated statements of loss.

A reconciliation of total segment assets to total assets presented in the accompanying consoclidated balance sheets is as follows:

December 31, 2019 December 31, 2018
$ $

FPSO segment 1,913,420 2,279,277
Shuttle tanker segment 1,778,073 1,684,887
FSO segment 425,694 463,647
Towage segment 390,895 419,000
UMS segment 101,009 220,509
Conventional tanker segment — 4,259
Unallocated:

Cash and cash equivalents and restricted cash 306,256 233,580

Other assets 7.920 6,893
Consolidated total assets 4,923,267 5,312,052

5. Revenue

The Partnership’s primary source of revenues is chartering its vessels and offshore units to its customers. The Partnership utilizes five primary
forms of contracts, consisting of FPSO contracts, CoAs, time-charter contracts, bareboat charter contracts and voyage charter contracts.
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During the year ended December 31, 2019, the Partnership also generated revenues from the operation of VOC systems on six of the
Partnership’s shuttle tankers, and the management of three FPSO units and one FSO unit (December 31, 2018 - VOC systems on 13 of the
Partnership's shuttle tankers, and the management of three FPSO units, one FSO unit and two shuttle tankers) on behalf of the disponent
owners or charterers of these assets.

FPSO Contracts

Pursuant to an FPSO contract, the Partnership charters an FPSO unit to a customer for a fixed period of time, generally more than one year.
The performance obligations within an FPSO contract, which include the lease of the FPSO unit to the charterer as well as the operation of
the FPSO unit, are satisfied as services are rendered over the duration of such contract, as measured using the time that has elapsed from
commencement of performance. Fees relating to the lease and operation of the FPSO (or hire) are typically invoiced monthly in arrears, based
on a fixed daily hire amount. In certain FPSO contracts, the Partnership is entitled to a lump sum amount due upen commencement of the
contract and may alsc be entitled to termination fees if the coniract is canceled early. While the fixed daily hire amount may be the same over
the term of the FPSO contract, in certain cases, the daily hire amount declines over the duration of the FPSO confract. As a result of the
Partnership accounting for compensation from such charters on a straight-line basis over the duration of the charter, FPSO contracts where
revenues are recognized before the Partnership is entitled to such amounts under the FFSO contracts will resultin the Partnership recognizing
a contract asset and FPSO contracts where revenues are recognized after the Partnership is entitled to such amounts under the FRSO
contracts will result in the Partnership recognizing a contract liability. Some FPSO contracts include variable consideration components in the
form of expense adjustments orreimbursements, incentive compensation and penalties. For example, some FPSO contracts contain provisions
that allow the Partnership to be compensated for increases in the Partnership’s costs to operate the unit during the term of the contract. Such
provisions may be in the form of annual hire rate adjustments for changes in inflation indices or foreign currency rates, or in the form of cost
reimbursements for vessel operating expenditures incurred. The Partnership may also earn additional compensation from periodic production
tariffs, which are based on the volume of oil produced, the price of cil, as well as cther monthly or annual eperational performance measures.
During periods in which producticn on the FPSO unitis interrupted, penalties may be imposed. Variable consideration under the Partnership's
contracts is typically recognized as incurred as either such revenues are allocated and accounted for under lease accounting requirements
or altematively such consideration is allocated to the distinct period in which such variable consideration was earned. The Partnership does
not engage in any specific tactics to minimize residual value risk. Given the uncertainty involved in oil field production estimates and the
resulting impact on oil field life, FPSO contracts typically will include extension options or options to terminate early.

Contiracts of Affreightment

Voyages performed pursuant to a CoA for the Partnership's shuttle tankers are priced based on the pre-agreed terms in the CoA. The
performance obligations within a voyage performed pursuant to a CoA, which will typically include the lease of the vessel to the charterer as
well as the operation of the vessel, are satisfied as services are rendered over the duration of the voyage, as measured using the time that
has elapsed from commencement of parformance. In addition, any expenses that are unique to a particular voyage, including any bunker fuel
expenses, port fees, cargo loading and unloading expenses, canal tolls, agency fees and commissions, are the responsibility of the vessel
owner. Consideration for such voyages consists of a fixed daily hire rate for the duration of the voyage, the reimbursement of costs incurred
from fuel consumed during the voyage, as well as a fixed lump sum intended toc compensate for time necessary for the vessel to return to the
field following completion of the voyage. While such consideration is generally fixed, certain sources of variability exist, including variability
in the duration of the voyage and the actual quantity of fuel consumed during the voyage. Payment for the voyage is not due until the voyage
is completed. The duration of a single voyage will typically be less than two weeks. The Partnership does not engage in any specific tactics
to minimize residual value risk due to the short-term nature of the contracts.

Time Charter Contracts

Pursuant to a time charter contract, the Partnership charters a vessel or FSO unit to a customer for a fixed period of time, generally one year
or more. The performance obligations within a time-charter contract, which will include the lease of the vessel to the charterer as well as the
operation of the vessel, are satisfied as services are rendered over the duration of such contract, as measured using the time that has elapsed
from commencement of performance. In addition, any expenses that are unique to a particular voyage, including any bunker fuel expenses,
port fees, cargo loading and unloading expenses, canal tolls, agency fees and commissions, are the responsibility of the customer, as long
as the vessel is not off-hire. Hire is typically invoiced monthly in advance for time-charter contracts, based on a fixed daily hire amount. In
certain long-term time-charters, the fixed daily hire amount will increase on an annual basis by a fixed amount to offset expected increases
in operating costs. As a result of the Partnership accounting for compensation from such charters on a straight-line basis over the duration
of the charter, such fixed increases in rate will result in revenues being accrued in the first half of the charter and such amount drawn down
in the last half of the charter. Some time charters include variable consideration components in the form of expense adjustments or
reimbursements, incentive compensatiocn and penalties. For example, certain time charters contain provisions that allow the Partnership to
be compensated for increases in the Partnership's costs during the term of the charter. Such provisions may be in the form of annual hire
rate adjustments for changes in inflation indices or in the form of cost reimbursements for vessel operating expenditures or drydocking
expenditures. During periods in which the vessels are off-hire or minimum speed and performance metrics are not met, penalties may be
imposed. Variable consideration under the Partnership’s contracts is typically recognized as incurred as either such revenues are allocated
and accounted for under lease accounting requirements or altematively such consideration is allocated to the distinct period in which such
variable consideration was earned. The Partnership does not engage in any specific tactics to minimize residual value risk.

The time charters for four shuttle tankers servicing the East Coast Canada project can be canceled upon two years' notice. The time charters
for four shutile tankers in Brazil can be extended by up to ten years, at the election of the charterer. The time charters for the vessels servicing
the Equinor North Sea requirements under the terms of a master agreement are cne year in length and may be renewed for subsequent one-
year periods. The number of vessels required under the terms of the master agreement may be adjusted annually based on the requirements
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of the fields serviced. The time charter contracts for three FSO units can be extended for periods between five and 12 years or terminated
early.

Bareboat Charter Contracts

Pursuant to a bareboat charter contract, the Partnership charters a vessel or FSO unit to a customer for a fixed period of time, generally one
year or more, at rates that are generally fixed. However, the customer is responsible for operation and maintenance of the vessel with their
own crew as well as any expenses that are unigue to a particular voyage, including any bunker fuel expenses, port fees, cargo loading and
unloading expenses, canal tolls, agency fees and commissions. If the vessel goes off-hire due to a mechanical issue or any other reason,
the monthly hire received by the vessel owner is nommally not impacted by such events. The performance obligations within a bareboat charter,
which will include the lease of the vessel to the charterer, are satisfied as over the duration of such contract, as measured using the time that
has elapsed from commencement of the lease. Hire is typically invoiced monthly in advance for bareboat charters, based on a fixed daily hire
amount.

Voyage Charters

Voyage charters are charters for a specific voyage. Voyage charters for the Partnership’s shuttle tankers, conventional tankers and towage
and offshore installation vessels are priced on a current or “spot” market rate. The performance obligations within a voyage charter confract,
which will typically include the lease of the vessel to the charterer as well as the operation of the vessel, are satisfied as services are rendered
over the duration of the voyage, as measured using the time that has elapsed from commencement of performance. In addition, expenses
that are unigue to a particular voyage, including any bunker fuel expenses, port fees, cargo lcading and unloading expenses, canal tolls,
agency fees and commissions, are the responsibility of the vessel owner. The Partnership’s voyage charters for shuttle tankers and conventional
tankers will normally contain a lease, whereas for towage and offshore installation vessels such confracts will not normally contain a lease.
Such determination involves judgment about the decision-making rights the charterer has within the contract. Consideration for such contracts
is generally fixed; however, certain sources of variability exist. Delays caused by the charterer result in additional consideration. Payment for
the voyage is not due until the voyage is completed. The duration of a single voyage will typically be less than three months. The Partnership
does not engage in any specific tactics to minimize residual value risk due to the short-term nature of the contracts.

Management Fees and Other

During the year ended December 31, 2019, the Partnership also generated revenues from the operation of VOC systems on six of the
Partnership’s shuttle tankers, and the management of three FPSO units and one FSO unit (December 31, 2018 - VOC systems on 13 of the
Partnership's shuttle tankers, and the management of three FPSO units, one FSO unit and two shuttle tankers) on behalf of the disponent
owners or charterers of these assets. Such services include the arrangement of third-party goods and services for the asset’s disponent owner
or charterer. The performance cbligations within these contracts will typically consist of crewing, technical management, insurance and,
potentially, commercial management. The performance obligations are satisfied concurrently and consecutively rendered over the duration
of the management contract, as measured using the time that has elapsed from commencement of performance. Consideration for such
contracts will generally consist of a fixed monthly management fee, plus the reimbursement of crewing costs for vessels being managed and
all operational costs for the VOC systems. Management fees are typically invoiced monthly.

Revenue Table

The following tables contain the Partnership’s revenue for the years ended December 31, 2019, 2018 and 2017, by contract type and by

segment:
Shuttle Conventional

Year ended December FPSO Tanker FSO UMS Towage Tanker
31, 2019 Segment Segment Segment Segment Segment Segment Eliminations Total
FPSO contracts 421,363 — — — — — — 421,363
CoAs — 188,277 — — — — — 188,277
Time charters — 293,095 121,762 — — — — 414,857
Bareboeat charters — 34611 15,178 — — — — 49,789
Voyage charters — 24,315 — — 74,726 7972 — 107,013
Management fees and

other 71,295 9,289 3177 2,940 — — — 86,701

492,658 549,587 140,117 2,940 74,726 7972 — 1,268,000
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Shuttle Conventional
Year ended December FPSO Tanker FSO UMS Towage Tanker
31, 2018 Segment Segment Segment Segment Segment Segment Eliminations'” Total
FPSO contracts 481,700 — — — — — — 481,700
CoAs — 198,448 — — — — — 198,448
Time charters — 294,112 116,125 — — — — 410,237
Bareboat charters — 44,759 17,383 — — — — 62,142
Voyage charters — 28,027 — — 63,327 21,325 (920) 101,759
Management fees and
other! 51,486 71,067 3,049 36,536 — — — 162,138
533,186 636,413 136,557 36,536 53,327 21,325 (920) 1,416,424
Shuttle Conventional
Year ended December FPSO Tanker FSO UMS Towage Tanker
31, 2017 Segment Segment Segment Segment Segment Segment Eliminations!" Total
FPSO contracts 458,388 — — — — — — 458,388
CoAs — 170,703 — — — — — 170,703
Time charters — 284,281 47,605 4,236 — 9,132 — 345,254
Bareboat charters — 69,568 19,296 — — — — 88,864
Voyage charters — 12,300 — — 38,771 4,890 (8,886) 47,075
458,388 536,852 66,901 4,236 38,771 14,022 (8,886) 1,110,284

(1) Includes revenues earned between segments of the Partnership, during the years ended December 31, 2018 and December 31, 2017.

{2) Includes revenues of $55.0 million and $36.5 million in the shuttle tanker and UMS segments, respectively, related to a settlement agreement with
Petrobras in relation to the previously-terminated charter contracts of the HiLoad DP unit and Arendal Spirt UMS. As part of the settlement agreement,
Petrobras has agreed to pay a total amount of $96.0 million to the Partnership, which includes $55.0 million that was paid November 2018, and amounts
of $22.0 million payable in late-2020 and $19.0 million payable in late-2021, which are available to be reduced by 40% of the revenues paid prior to the
end of 2021 by Petrobras under any new contracts entered into subsequent to October 25, 2018 relating specifically to the Arendal Spirit UMS and the
Ostras and Piranema Spirit FPSO units.

The following table contains the Partnership’s revenue by lease and non-lease contracts for the years ended December 31, 2019, 2018 and
2017:

Year ended December 31,

2019 2018 2017
3 $ 3
Lease revenue
Lease revenue from lease payments of direct financing and sales
type leases 858 1,720 2,396
Lease revenue from lease payments of operating leases 1,079,356 1,175,073 1,028,123
Variable lease payments - cost reimbursements'" 11,314 19,316 33,159
Variable lease payments'® 15,045 303 2,022
1,106,573 1,196,412 1,065,700
Nondease revenue
Non-lease revenue - related to sales type or direct financing
leases —_ 4,547 5,813
Voyage charters - fowage 74,726 53,327 38,771
Management fees and other 86,701 162,138 —
161,427 220,012 44,584
1,268,000 1,416,424 1,110,284

(1) Reimbursements for vessel operating expenditures received from the Partnership’s customers relating to such costs incurred by the Partnership to operate
the vessel for the customer.

{2) Compensation from production tariffs, which are based on the volume of oil produced, the price of oil, as well as other monthly or annual operational
performance measures.
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Contract Assefs and Liabilities

Certain customer contracts that the Partnership enters into will result in situations where the customer will pay consideration for performance
to be provided in the following month or menths. These receipts are a contract liability and are presented as deferred revenue until performance
is provided. In other cases, the Parinership will provide performance in the month or months prior to it being entitled to invoice for such
performance. This results in such receipts being reflected as a contract asset that is presented within other current assets. In addition to these
short-term timing differences between the timing of revenue recognition and when the entity’s right to consideration in exchange for goods or
services is unconditional, the Partnership has long-term charter arrangements whereby it has received payments that are larger in the early
periods of the arrangements and long-term charter arrangements whereby it will receive payments that are larger in the latter periods of the
amrangements. The following table presents the contract assets and contract liabilities on the Partnership’s consolidated balance sheets
associated with these long-term charter arrangements from contracts with customers:

December 31, 2019 December 31, 2018

$ $
Contract Assets

Cumrent 3,816 7,926
Non-Current 74,830 62,295
78,646 70,221

Contract Liabilities
Curmrent 53,728 55,750
Non-Current 84,077 145,852
137,805 201,602

During the year ended December 31, 2019 the Partnership recognized revenue of $53.1 million, that was included in the contract liability on
December 31, 2018.

Contiract Costs

In certain cases, the Partnership incurs pre-operational costs that relate directly to a specific customer contract, that generate or enhance
resources of the Partnership that will be used in satisfying performance cbligations in the future, whereby such costs are expected to be
recovered via the customer contract. These costs include costs incurred to mobilize an offshore asset to an oil field, pre-operational costs
incurred to prepare for commencement of operations of an offshore asset or costs incurred to reposition a vessel to a location where a charterer
will take delivery of the vessel. In certain cases, the Partnership will need to make judgments about whether costs relate directly to a specific
customer contract and whether costs were factored into the pricing of a customer contract and thus expected to be recovered. Such deferred
costs are amortized into vessel operating expenses over the duration of the customer contract. Amortization of such costs for the Partnership
for the year ended December 31, 2019, 2018 and 2017 was $20.9 millicn, $19.7 million and $24.1 million, respectively.

The balances of assets recognized from the costs to fulfill a contract with a customer classified as other assets, split between current and
non-current portiens, on the Partnership's balance sheet, by main category, excluding balances in the Partnership’s equity accounted joint
ventures, are as follows:

Year ended December 31,

2019 2018 2017
$ $ $
Pre-operational cosis 12,836 24,031 4,522
Offshore asset mobilization costs 35,632 51,302 57,818
Vessel repositioning costs 13,379 15,188 —
61,847 90,521 62,340

6. Goodwill and InProcess Revenue Contracts

a) Goodwill

The carrying amount of goodwill for the shuttle tanker segment was $127.1 millicn as at December 31, 2019 and 2018. In 2019, 2018 and
2017, the Partnership conducted its annual gocdwill impairment review of its shuttle tanker segment and concluded that no impairment had
occurred.
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The carrying amount of goodwill for the towage segment was $2.0 million as at December 31, 2019 and 2018. In 2019, 2018 and 2017, the
Partnership conducted its annual goodwill impaimment review of its towage segment and concluded that no impaiment had occurmred.

b} In-Process Revenue Contracts

As part of the Partnership’s acquisition of the Piranema Spirit FFSO unit on November 30, 2011, the Partnership assumed an FPSO contract
with terms that were less favorable than the then prevailing market terms and recorded a liability based on the estimated fair value of the
contract. The Partnership amortized this liability over the term of the contract, which completed during 2019, on a weighted basis based on
the revenue earned under the contract.

Amortization of in-process revenue contracts for the year ended December 31, 2019 was $15.1 million (2018 - $35.2 million, 2017 - $12.7
million), which is included in revenues on the consclidated statements of loss.

7. Accrued Liabilities

Decemhe; 31, 2019 Decemhe; 31, 2018

Interest including interest rate swaps 48,047 44 887
Payroll and benefits 36,807 34,828
Audit, legal, contingency and other general expenses 32,372 21,626
Voyage and vessel expenses 19,829 25475
Income and other tax payable 3,921 3,080

140,976 129,896

8. Long-Term Debt

Decemhe; 31,2019 Decembesr 31, 2018

U.8. Dollar-dencminated Revolving Credit Facilities due through 2024 513,200 523,125
U.S. Dollar-denominated Term Loans due through 2032 1,357,236 1,388,107
U.S. Dollar-denominated Term Loan due through 2021 42,073 55,018
U.S. Dollar Bonds due through 2024 1,075,000 1,024,816
U.S. Dollar Non-Public Bonds due through 2027 241,145 141,158
Norwegian Krone Bonds due through 2019 — 9,953
Total principal 3,228,654 3,142177
Less debt issuance costs and other (49,704) (44,435)
Total debt 3,178,950 3,097,742
Less current portion (353,238) (554,336)
Long-term portion 2,825,712 2,543,406

As at December 31, 2019, the Partnership had two revolving credit facilities (December 31, 2018 - two), which, as at such date, provided for
total borrowings of up to $513.2 million (December 31, 2018 - $523.1 million) and were fully drawn (December 31, 2018 - fully drawn). The
total amount available under the revolving credit facilities reduces by $73.6 million (2020}, $73.6 million (2021), $103.6 million (2022), $53.6
million (2023) and $208.8 million (2024). One revolving credit facility is guaranteed by the Partnership for all outstanding amounts and contains
covenants that require the Partnership to maintain a minimum liquidity (cash, cash equivalents and undrawn committed revolving credit lines
with at least six months to maturity} in an amount equal to the greater of $75.0 million and 5.0% of the Partnership’s total consolidated debt.
The other revolving credit facility is guaranteed by subsidiaries of the Partnership, and contains covenants that require Teekay Shuttle Tankers
L.L.C. (a wholly-owned subsidiary of the Partnership which was formed during 2017 to hold the Partnership’s shuttle tanker fleet) to maintain
a minimum liquidity (cash, cash equivalents and undrawn committed revolving credit lines with at least six months to maturity) in an amount
equal to the greater of $35.0 million and 5.0% of Teekay Shuttle Tankers L.L.C.'s total consolidated debt, and a net debt to total capitalization
ratio no greater than 75.0%. The revolving credit facilities are collateralized by first-priority mortgages granted on 17 (December 31, 2018 -
19) of the Partnership’s vessels, together with other related security.

As at December 31, 2019, the Partnership had term loans outstanding secured by three shuttle tankers, two FSO units, two FPSO units, ten
towage and offshore installation vessels, four shuttle tanker newbuildings, and the Arendal Spirit UMS, which totaled $1.4 billion in the
aggregate. (December 31, 2018 - secured by three shuttle tankers, two FSO units, three FPSO units, ten towage and offshore installation
vessels, four shuttle tanker newbuildings, and the Arendaf Spirit UMS, which totaled $1.4 billion). The term loans reduce over time with
quarterly or semi-annual payments and have varying maturities through 2032. As at December 31, 2019, the Partnership or a subsidiary of
the Partnership had guaranteed all of these term loans.

As at December 31, 2019, two of the Partnership’s 50%-owned subsidiaries had one outstanding term loan (December 31, 2018 - one}), which
totaled $42.1 million (December 31, 2018 - $55.0 million). The term loan reduces over time with quarterly payments and matures in 2021.
The term loan is collateralized by first-priority mortgages on the two shuttle tankers to which the loan relates, together with other related
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security. As at December 31, 2019, a subsidiary of the Parinership guaranteed $21.0 million of the term loan, which represents its 50% share
of the outstanding term loan, and the other owner had guaranteed the remaining $21.0 million of the term loan.

Interest payments on the revolving credit facilities and the term loans are based on LIBOR plus margins, except for $71.6 million of one
tranche of the term loan for the towage and offshore installation vessels, which is fixed at 2.93% and $79.2 million of one tranche of the term
loan for the shuttle tanker newbuildings. which is fixed at 4.55%. At December 31, 2019, the margins for variable rate facilities and loans
ranged between 0.90% and 4.30%, (December 31, 2018, 0.90% and 4.30%). The weighted-average interest rate on the Partnership’s variable
rate facilities and loans as at December 31, 2019 was 4.3% (December 31, 2018 — 5.1%). This rate does not include the effect of the
Partnership’s interest rate swaps (see note 12), fixed rate facilities or variable rate bonds.

In October 2019, the Partnership's wholly-owned subsidiary Teekay Shuttle Tankers L.L.C. issued $125.0 million in senior unsecured green
bonds in the Norwegian bond market that mature in October 2024. These bonds are listed on the Oslo Stock Exchange. The interest payments
on the bonds are based on LIBOR plus a margin of 6.50%. As at December 31, 2019, the carrying amount of the bonds was $125.0 million
(December 31, 2018 - nil).

In July 2018, the Partnership issued, in a U.S. private placement, $700.0 million of five-year senior unsecured bonds that mature in July 2023.
The interest payments on the bonds are fixed at a rate of 8.50%. The bonds contain certain incurence-based covenants. As at December 31,
2019, the carrying amount of the bonds was $700.0 million. Brookfield Business Partners L.P. and its institutional investors (or Brookffeid)
purchased $500.0 million of these bonds and as at December 31, 2019 held $423.6 million of these bonds {December 31, 2018 - $475.0
million) (see note 11k).

In August 2017, the Partnership's wholly-owned subsidiary Teekay Shuttle Tankers L.L.C. issued $250.0 million in senior unsecured bonds
in the Norwegian bond market that mature in August 2022. These bonds are listed on the Oslo Stock Exchange. The interest payments on
the bonds are fixed at a rate of 7.125%. As at December 31, 2019, the carmying amount of the bonds was $250.0 million (December 31, 2018
- $250.0 million).

In September 2019, the Partnership issued $120.0 millicn in senior bonds in a U.S. private placement that mature in September 2027. The
interest payments on the bonds are fixed at a rate of 7.107%. The bonds are collateralized by certain related security and are guaranteed by
the Partnership. The Partnership makes semi-annual repayments on the bonds and as at December 31, 2019, the camying amount of the
bonds was $119.0 million (December 31, 2018 - nil).

In February 2015, the Partnership issued $30.0 million in senior bonds in a U.8. private placement that mature in July 2024. The interest
payments on the bonds are fixed at a rate of 4.27%. The bonds are collateralized by a first-pricrity mortgage on the Dampier Spirit FSO unit,
together with other related security, and are guaranteed by subsidiaries of the Partnership. The Partnership makes semi-annual repayments
on the bonds and as at December 31, 2019, the carmying amount of the bonds was $13.6 million (December 31, 2018 - $17.2 million).

In September 2013 and November 2013, the Partnership issued, in a U.S. private placement, a total of $174.2 million of ten-year senior bonds
that mature in January 2024, to finance the Bossa Nova Spirit and Sertanejo Spirit shuttle tankers. The bonds accrue interest at a fixed
combined rate of 4.96%. The bonds are collateralized by first-priority morigages on the two vessels to which the bonds relate, together with
other related security, and are guaranteed by subsidiaries of the Partnership. The Partnership makes semi-annual repayments on the bonds
and as at December 31, 2019, the camying amount of the bonds was $108.6 million (December 31, 2018 - $123.9 million).

The aggregate annual long-term debt principal repayments required to be made subsequent to December 31, 2019, are $354.4 million (2020),
$315.7 million (2021), $577.7 million (2022), $1,113.3 million (2023}, $453.2 million (2024), and $414 4 million (thereafter).

Certain of the Partnership’s revolving credit facilities, term loans and bonds contain covenants, debt-service coverage ratio (or DSCR)
requirements and other restrictions typical of debt financing secured by vessels that restrict the ship-owning subsidiaries from, among other
things: incumring or guaranteeing indebtedness; changing ownership or structure, including mergers, consolidations, liquidations and
dissclutions; paying dividends or distributions if the Partnership is in default or does not meet minimum DSCR requirements; making capital
expenditures in excess of specified levels; making certain negative pledges and granting certain liens; selling, transfemring, assigning or
conveying assets; making certain loans and investments; or entering into a new line of business. Obligations under the Partnership’s credit
facilities are secured by certain vessels, and if the Partnership is unable to repay debt under the credit facilities, the lenders could seek to
foreclose on those assets. The Partnership has two revolving credit facilities and seven term loans that require the Partnership to maintain
vessel values to drawn principal balance ratios of a minimum range of 100% to 150%. Such requirement is assessed either on a semi-annual
or annual basis, with reference to vessel valuations compiled by one or more agreed upon third parties. Should the ratio drop below the
required amount, the lender may request the Partnership to either prepay a portion of the loan in the amount of the shortfall or provide additional
collateral in the amount of the shortfall, at the Partnership's option. As at December 31, 2019, these hull covenant ratios were estimated to
range from 126% to 501% and the Partnership was in compliance with the minimum ratios required. The vessel values used in calculating
these ratios are the appraised values provided by third parties where available, or prepared by the Partnership based on second-hand sale
and purchase market data. Changes in the shuttle tanker, towage, UMS, FSO unit or FPSO unit markets could negatively affect these ratios.

As at December 31, 2019, the Partnership was in compliance with all covenants related to the credit facilities and consolidated long-term
debt.
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8. Leases
Charters-out

The cost, accumulated depreciation and camrying amount of the Partnership's vessels with charter-out confracts accounted for as operating
leases at December 31, 2019 were $3.8 billion, $1.1 billion and $2.7 billion, respectively (2018 - $4.3 billion, $1.1 billion and $3.2 billion,
respectively). As at December 31, 2019, minimum scheduled future rentals under these then-in-place time charters and bareboat charters to
be received by the Partnership, were approximately $2.9 billion, comprised of $704.3 million (2020}, $590.7 million (2021), $512.5 million
(2022), $299.3 million (2023}, $133.6 million (2024) and $622.2 million (thereafter).

The minimum scheduled future revenues should not be construed to reflect total charter hire revenues for any of the years. Minimum scheduled
future revenues do notinclude revenue generated from new contracts entered into after December 31, 2019, revenue from unexercised option
periods of contracts that existed on December 31, 2019, or variable or contingent revenues. The amounts may vary given unscheduled future
events such as vessel maintenance. For a further description of the Partnership's charter-out contracts please see note 5.

Direct Financing Lease

Leasing of certain VOC equipment is accounted for as a direct financing lease. As at December 31, 2019, the minimum lease payments
receivable under the direct financing lease approximated $4.6 million (2018 - $5.9 million), including uneamed income of $0.7 million (2018
- $1.1 million). As at December 31, 2019, future scheduled payments under the direct financing leases to be received by the Partnership,
were approximately $4.6 million, comprised of $1.3 million (2020), $1.3 million (2021), $1.3 million (2022) and $0.6 million (2023).

Charters-in

The Partnership charters in vessels from other vessel owners on time-charter contracts, whereby the vessel owner will provide use of the
vessel to the Partnership, as well as operate the vessel for the Partnership. A time-charter contract is typically for a fixed period of time,
although in certain cases the Partnership may have the option to extend the charter. The Partnership will typically pay the owner a daily hire
rate that is fixed over the duration of the charter. The Partnership is generally not required to pay the daily hire rate during periods the vessel
is not able to operate.

The Partnership has determined that all of its time-charter-in contracts contain both a lease component (lease of the vessel) and a non-lease
component (operaticn of the vessel). The Partnership has allocated the contract consideration between the lease component and non-lease
component on a relative standalone selling price basis. The standalone selling price of the non-lease component has been determined using
a cost-plus approach, whereby the Partnership estimates the cost to operate the vessel using cost benchmarking studies prepared by a third
party, when available, or intemal estimates when not available, plus a profit margin. The standalone selling price of the lease component has
been determined using an adjusted market approach, whereby the Partnership calculates a rate excluding the operating component based
on a market time-charter rate from published broker estimates, when available, orintemal estimates when not available. Given that there are
no observable standalone selling prices for either of these two components, judgment is required in determining the standalone selling price
of each component. The discount rate of the lease is determined using the Partnership’s incremental borrowing rate, which is based on the
fixed interest rate the Partnership could obtain when entering intc a secured loan facility of similar term.

With respect to time-charter-in contracts with an original term of more than one year, for the year ended December 31, 2019, the Partnership
incurred $22.0 million of time-charter hire expense related to these time-charter-in contracts, of which $13.0 million was allocated to the lease
component and $9.0 million was allocated tc the non-lease component. The $13.0 million allocated to the lease component approximates
the cash paid forthe amounts included in lease liabilities and is reflected as areduction in operating cash flows forthe year ended December 31,
2019. As at December 31, 2019, the weighted-average remaining lease term and weighted-average discount rate for these time-charter-in
contracts was 4.0 years and 5.29%, respectively.

The Partnership has elected to recognize the lease payments of short-term leases in profit or loss on a siraight-line basis over the lease term
and variable lease payments in the pericd in which the cobligation for those payments is incumred, which is consistent with the recognition of
payment for the non-lease component. Short-term leases are leases with an original term of one year or less, excluding those leases with an
opticn to extend the lease for greater than one year or an option to purchase the underlying asset that the lessee is reasonably certain to
exercise. For the year ended December 31, 2019, the Partnership incurred $22.4 million of time-charter hire expense related tc time-charter
contracts classified as short-term leases.
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A maturity analysis of the Partnership’s operating lease liabilities from time-charter-in contracis (excluding short-term leases) as at
December 31, 2019 is as follows:

Non-Lease

Lease Commitment Commitment Total Commitment
As at December 31, 2019 $ $ $
Payments:
January to December 2020 11,694 7,552 19,246
January to December 2021 11,829 7,639 19,468
January to December 2022 11,995 7,746 19,741
January to December 2023 11,225 7,249 18,474
January to December 2024 641 414 1,055
Total payments 47 384 30,600 77984
Less imputed interest (4,840)
Carrying value of operating lease liabilities 42544

As at December 31, 2019, minimum commitments to be incurred by the Partnership under short-term time-charter contracts were approximately
$16.0 million (2020} and $2.3 million (2021).

10. Restructuring Charge

During the year ended December 31, 2018, the Partnership recognized a restructuring charge of $1.5 million, mainly relating to severance
costs from crew reduction on the Petrojart Varg FPSO unit, which is currently in lay-up. The Partnership incurred a total of $1.5 million of
restructuring charges under this plan.

During the year ended December 31, 2017, the Partnership recognized a restructuring charge of $2.7 million, mainly relating to severance
costs from the termination of the charter contract for the Arenda! Spirit UMS and the resulting decommissioning of the unit. The Partnership
incurred a total of $2.7 million of restructuring charges under this plan.

As of December 31, 2019 and December 31, 2018, restructuring liabilities of nil and $1.5 million, respectively, were recorded in accrued
liabilities on the consolidated balance sheet.

11. Related Party Transactions and Balances

a) The Partnership provides to and receives from Teekay Corporation and its wholly-owned subsidiaries certain commercial, technical, crew
training, strategic, business development and/or adminisirative services. In addition, the Partnership reimburses its general partner for
expenses incurred by the general partner that are necessary or appropriate for the conduct of the Partnership’s business. On May 8,
2019, Brockfield acquired all of Teekay Corporation's remaining interests in the Partnership, including its 49% general partner interest
(providing Brookfield with 100% of the general partner ownership interest), 13.8% interest in common units, 17.3 million common unit
equivalent warrants and a $25 million loan receivable cutstanding (see note 11j). Effective May 8, 2019, Teekay Corporation and its
wholly-owned subsidiaries were no longer related parties of the Partnership; however, the Partnership continues to provide to and receive
from Teekay Corporation the services described above. Certain administrative services historically provided to the Partnership by Teekay
Corporation are in the process of being transferred or have been transferred to the Partnership. The Partnership's related party transactions
recognized in the consolidated statements of loss were as follows for the pericds indicated:

Year Ended December 31,

20$19 20$18 zo$17
Revenues'” 42 628 117,764 49,509
Vessel operating expenses® (2.535) {6,298) (32,346)
General and administrative®™ (8.811) (18,162) (31,340)
Interest expensg!>EI7HS (46,744) (38,695) (25,882)
Losses on debt repurchases™ — (46,041) —

(1) Includes revenue fromtime-charter-out or bareboat contracts with subsidiaries of Teekay Corporation, including management fees for ship management
services provided by the Parinership to a subsidiary of Teekay Corporation prior to May 8, 2018.

{2) Includes ship management and crew training services provided by Teekay Corporation prior to May 8, 2019.
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(3) Includes commercial, technical, strategic, business development and administrative management fees charged by Teekay Corporation and
reimbursements to Teekay Corporation for costs incurred on the Partnership’s behalf prior to May 8, 2019 and reimbursements to the general pariner
for costs incurred on the Partnership’s behalf.

{4) Includes interest expense of $8.3 million for the year ended December 31, 2018 (December 31, 2018 and 2017 - $5.0 million and nil, respectively),
incurred on the unsecured revolving credit facility provided by Brookfield and by Teekay Corporation prior to May 8, 2019 (see note 11j).

(5) Includes interest expense of $38.5 million for the year ended December 31, 2019 {December 31, 2018 and 2017 - $21.0 million and nil, respectively),
incurred on a portion of five-year senior unsecured bonds held by Brookfield (see note 11k).

(6) Includes interest expense of $10.0 million for the year ended December 31, 2018 (December 31, 2017 - $5.3 miillion), and accretion expense of $2.7
million for the year ended December 31, 2018 (December 31, 2017 - $2.2 million), incurred on the Brookfield Promissory Note (see note 11h).

(7) Includes interest expense of $14.6 million for the year ended December 31, 2017, incurred on the 2016 Teekay Corporation Promissory Note (see
note 11g).

{8) Includes a guarantee fee to Teekay Corporation related to the final bullet payment of the Piranema Spirit FPSO unit debt facility, which was repaid in
March 2017, and a guarantee fee to Teekay Corporation related to the Partnership's liabilities associated with the long-term debt financing relating to
the East Coast of Canada shuttle tanker newbuildings and certain of the Partnership's interest rate swaps and cross currency swaps until September
25, 2017 (see notes 11i and 12).

{8) Includes the loss on the Partnership's prepayment of the Brookfield Promissory Note, which includes the acceleration of non-cash accretion expense
of $31.5 million resulting from the difference between the $200.0 million settlement amount at its par value and its carrying value of $168.5 million, an
associated early termination fee of $12.0 million paid to Brookfield and the write-off of capitalized loan costs (see note 11k).

b) During the year ended December 31, 2019, two shuttle tankers and three FSO units (December 31, 2018 - three shuttle tankers and
three FSO units, December 31, 2017 - two shutile tankers and three FSO units) of the Partnership were employed on long-term time-
charter-out or bareboat contracts with subsidiaries of Teekay Corporation.

c¢) At December 31, 2019, the carrying value of amounts due from related parties totaled nil (December 31, 2018 - $59.8 miillion) and the
carmying value of amounts due to related parties totaled $20.0 million (December 31, 2018 - $183.8 million). As at December 31, 2019,
the amounts due to related parties consisted only of the unsecured revolving credit facility provided by Brookfield (see note 11j).

d) In December 2014, the Partnership entered into an agreement with a consortium led by Enauta ParticipacSes SA (or Enauta, formerly
Queiroz Galvdo Exploragdo e Produgdo SA) to provide an FPSO unit for the Atlanta field located in the Santos Basin offshore Brazil. In
connection with the contract with Enauta, the Partnership acquired the Petrojari I FPSO unit from Teekay Corporation for a purchase
price of $57 million. The Partnership received project management and engineering services from certain subsidiaries of Teekay
Corporation relating to this FPSO unit upgrade. The costs for these services have been capitalized and included as part of vessels and
equipment. Cumulative project management and engineering costs paid to Teekay Corporation subsidiaries up to completion of the
project in 2018 were $4.5 million.

e) In June 2015, the Partnership entered into 15-year contracts, plus extension options, with a group of cil companies to provide shuttle
tanker services for cil production on the East Coast of Canada. The Partnership entered into contracts to have three Suezmax Dynamic
Positioning 2 (or DP2) shuttle tanker newbuildings constructed. These vessels replaced the existing vessels servicing the East Coast of
Canada. The newbuildings delivered in late-2017 through early-2018. The Partnership received project management and engineering
services from certain subsidiaries of Teekay Corporation relating to the construction of these shuttle tankers. The costs for these services
have been capitalized and included as part of vessels and equipment. Project management and engineering costs paid to Teekay
Corporation subsidiaries up to delivery of the final vessel in 2018 were $4.1 million.

fy  During 2017 and 2018, the Partnership enterad into shipbuilding contracts with Samsung Heavy Industries Co., Ltd. to construct four
Suezmax DP2 and two Aframax DP2 shuttle tanker newbuildings, which are expected to deliver through 2021 (see note 14c). The
Partnership received project management and engineering services from certain subsidiaries of Teekay Corporation relating to the
construction of these shuttle tankers. These costs are capitalized and included as part of advances on newbuilding construction contracts
and are reclassified to vessels and equipment upon delivery of the vessels. Cumulative project management and engineering costs paid
to Teekay Corporation subsidiaries were $1.8 millicn as at May 8, 2019 (December 31, 2018 - $1.1 million).

g) Effective July 1, 2016, the Partnership issued a $200.0 millicn promissory note to a subsidiary of Teekay Corporation (or the 2016 Teekay
Corporation Promissory Note) to re-finance existing promissory notes issued to Teekay Corporation. The 2016 Teekay Corporation
Promissory Note bore interest at an annual rate of 10.00% on the outstanding principal balance, which was payable quarterly, and of
which (a) 5.00% was payable in cash and (b) 5.00% was payable in common units of the Partnership, orin cash, at the election of Teekay
Corporation. If the Partnership paid cash for the second 5.00% of interest, the Partnership was required to raise at least an equal amount
of cash proceeds from the issuance of common units in advance of or within six months following the applicable interest payment date.
The outstanding principal balance of the 2016 Teekay Corporation Promissory Note, together with accrued interest, was payable in full
on January 1, 2019. On September 25, 2017, the Partnership, Brookfield and Teekay Corporation entered into an agreement tc amend
and restate this promissory note (see note 11h). During the year ended December 31, 2017, the Partnership incurred $14.6 million of
interest expense on the 2016 Teekay Corporation Promissory Note, of which $9.6 million was paid in cash and the remainder was settled
through the issuance of 1.7 million common units of the Partnership under the terms of the 2016 Teekay Corperation Promissory Note.

h) Effective September 25, 2017, the Partnership, Brookfield and Teekay Corporation amended and restated the 2016 Teekay Corporation
Promissory Note to create the Brookfield Promissory Note, concurrently with Brookfield’s acquisition of the 2016 Teekay Corporation
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Promissory Note from a subsidiary of Teekay Corporation. The Brookfield Promissory Note of $200.0 million bore interest at an annual
rate of 10.00% on the outstanding principal balance, which was payable quarterly. The outstanding principal balance of the Brookfield
Promissory Note, together with accrued interest, was payable in full on January 1, 2022. The Brookfield Promissory Note was recorded
at its relative fair value of $163.6 million based on the allocation of net proceeds invested by Brockfield, as at September 25, 2017 (see
note 16). On July 2, 2018, the Partnership repurchased the Brookfield Promissory Note (see note 11k). During the year ended
December 31, 2018, the Partnership incurred $10.0 million (December 31, 2017 - $5.3 million) of interest expense under the terms of
the Brookfield Promissory Note.

i) InJune 2016, as part of various other financing initiatives, Teekay Corporation agreed to provide financial guarantees for the Partnership's
liabilities associated with the long-term debt financing relating to the East Coast of Canada newbuilding shuttle tankers until their deliveries,
and for certain of the Partnership’s interest rate swaps and cross currency swaps until early-2019. The guarantees covered liabilities
totaling up to 2 maximum amount of $495.0 millicn. Effective September 25, 2017, the Partnership secured the release, for fees to the
applicable counterparties, of all of these financial guarantees provided by Teekay Corporation relating to the Partnership's interest rate
swap, Cross currency swap agreements and East Coast of Canada financing. During the year ended December 31, 2017, a guarantee
fee of $5.8 million was recognized in interest expense on the Partnership's consolidated statements of loss, which represents the estimated
fee a third party would charge to provide such financial guarantees. The guarantee fee was accounted for as an equity contribution by
Teekay Corporation in the Partnership's consolidated statement of changes in total equity, as Teekay Corporation had provided such
financial guarantees at no cost to the Partnership.

i) On March 31, 2018, the Partnership entered into a credit agreement for an unsecured revolving credit facility provided by Brookfield and
Teekay Corporation, which provides for borrowings of up to $125.0 million ($100.0 millicn by Brookfield and $25.0 million by Teekay
Corporation). On May 8, 2019, Brookfield acquired from Teekay Corperation its $25.0 million receivable of the revolving credit facility. As
at December 31, 2019, the credit facility had an undrawn balance of $105 million (December 31, 2018 - fully drawn). The interest payments
on the revolving credit facility are based on LIBOR plus a margin of 5.00% per annum until March 31, 2019 and LIBOR plus a margin of
7.00% per annum for balances outstanding after March 31, 2019, with interest payable monthly. Any outstanding principal balances are
due on the maturity date. During 2019, the maturity date of the revolving credit facility was extended to October 1, 2020. The revolving
credit facility contains covenants that require the Partnership to maintain a minimum liguidity (cash, cash equivalents and undrawn
committed revolving credit lines with at least six months to maturity) in an amount equal to the greater of $75.0 million and 5.0% of the
Partnership’s total consolidated debt. As at December 31, 2019, the Partnership was in compliance with these covenants.

k) On July 2, 2018, the Partnership issued, in a U.S. private placement, a total of $700.0 million of five-year senior unsecured bonds that
mature in July 2023. The interest payments on the bonds are fixed at a rate 8.50% (see note 8). Brookfield purchased $500.0 million of
these bonds, which included an exchange of the Brookfield Promissory Note at its par value of $200.0 million and additionally, the
Partnership paid an associated $12.0 million early termination fee to Brockfield. As at December 31, 2019, Brookfield held $423.6 million
of these bonds (December 31, 2018 - $475.0 million), which is included in long-term debt on the Partnership's consolidated balance
sheet. The loss on the exchange of the Brookfield Promissory Note is included in losses on debt repurchases on the Parinership's
consolidated statements of loss.

) Aspart of Brookfield's acquisition of 60% of the common units of the Partnership in September 2017, on January 1, 2018, the Partnership
acquired a 100% ownership interest in seven subsidiaries of Teekay Corporation for cash consideration of $1.4 million. These subsidiaries
provide ship management, commercial, technical, strategic, business development and administrative services to the Partnership,
primarily related to the Partnership's FPSO units, shuttle tankers and FSO units.

12. Derivative Instruments

The Partnership uses derivative instruments to manage certain risks in accordance with its overall risk management policies.

Foreign Exchange Risk

The Partnership economically hedges portions of its forecasted expenditures denominated in foreign currencies with foreign currency forward

contracts. The Partnership has not designated, for accounting purposes, any of the foreign currency forward contracts held during the years

ended December 31, 2019 and 2018, as cash flow hedges.

As at December 31, 2019, the Partnership was committed to the following foreign currency forward contracts:

Fair Value ! Carrying

Contract

_Amount Amo(t?;b?lfit';)sse” Expected Maturity

in Foreign {in thousands of Average 2020

Currency U.S. Dollars) Fonfva1rd

{thousands) Rate!”  (in thousands of U.S. Dollars)
Norwegian Krone 457 205 518 887 51,567
Euro 5,000 57 0.90 5,563
575 57,130

{1) Average forward rate represents the contracted amount of foreign currency one U.S. Dollar will buy.
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Interest Rate Risk

The Partnership enters into interest rate swaps, which exchange a receipt of floating interest for a payment of fixed interest, to reduce the
Partnership’s exposure to interest rate variability on its outstanding floating-rate debt. During the years ended December 31, 2018 and 2017,
certain of these interest rate swaps were designated in qualifying hedging relaticnships and hedge accounting was applied in the consclidated
financial statements or within the Partnership's equity-accounted for investments. During 2018, the Partnership de-designated, for accounting
purposes, certain interest rate swaps and since July 2, 2018, has not designated, for accounting purposes, any of its interest rate swaps as
hedges of variable rate debt. Certain of the Partnership's interest rate swaps are secured by vessels.

As at December 31, 2019, the Partnership and its consolidated subsidiaries were committed to the following interest rate swap agreements:

Fair Value /
Carrying Weighted-
Amount of Average Fixed
Interest Notional Assets Remaining Interest

Rate Amount {Liability) Term Rate

Index $ $ (years) %)

U.S. Dollar-dencminated interest rate swaps LIBOR 680,648 (126,630) 55 4.0%

U 8. Dollar-denominated interest rate swaps LIBOR 603,071 (37.342) 24 32%
1,283,719 (163,972)

(1) Excludes the margin the Partnership pays on its variable-rate debt, which as at December 31, 2019, ranged from 0.90% to 6.50%.

{2) Notional amount remains constant over the term of the swap, unless the swap is partially terminated.

{3) Principal amount reduces quarterly or semi-annually.

Forthe periods indicated, the following tables present the effective and ineffective portion of the gain (loss) on interest rate swap agreements

designated and qualifying as cash flow hedges. The following tables exclude any interest rate swap agreements designated and qualifying
as cash flow hedges in the Partnership’s equity accounted joint ventures.

Year Ended December 31, 2019 Year Ended December 31, 2018
Effective Effective Effective Effective
Portion Portion Portion Portion
Recognized Reclassified Ineffective Recognized Reclassified Ineffective
inAOCI™  from AOCI®  Portion® inABCI™®  fromAoCI®  Portion®
— 689 — Interest expense (2,495) 102 — Interest expense
— 689 — (2,495) 102 —

Year Ended December 31, 2017

Effective Effective

Portion Portion
Recognized Reclassified Ineffective
inAOCI™  fromAOCI®  Portion®

(19) (1,186) (7 Interest expense
(19) (1,186) (7)

(1) Effective portion of designated and qualifying cash flow hedges recognized in accumulated other comprehensive income {or AGCH).
{2) Effective portion of designated and qualifying cash flow hedges recorded in AOCI during the term of the hedging relationship and reclassified to earnings.

{3) Ineffective portion of designated and qualifying cash flow hedges.

As at December 31, 2019, the Partnership had multiple interest rate swaps and foreign cumrency forward contracts governed by certain master
agreements. Each of the master agreements provides for the net settlement of all derivatives subject to that master agreement through a
single payment in the event of default or termination of any one derivative. The fair value of these derivatives is presented on a gross basis
in the Partnership’s consolidated balance sheets. As at December 31, 2019, these derivatives had an aggregate fair value asset amount of
$1.1 million and an aggregate fair value liability amount of $118.2 million (December 31, 2018 - an aggregate fair value asset amount of nil
and an aggregate fair value liability amount of $91.1 million). As at December 31, 2018, the Partnership had $1.2 million on deposit with the
relevant counterparties as security for cross currency swap liabilities under certain master agreements. The deposit is presented in restricted
cash on the consclidated balance sheet as at December 31, 2018.
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Tabular disclosure

The following table presents the location and fair value amounts of derivative instruments, segregated by type of contract, on the Parinership’s
balance sheets.

Current
Other portion of
current Other Accrued derivative Derivative
assets assets liabilities liabilities liabilities
$ $ $
As at December 31, 2019
Foreign currency contracts 1,123 — — (548) —
Interest rate swaps — — (2,342) (18,408) (143,222)
1,123 — (2,342) (18,956) (143,222)
As at December 31, 2018
Foreign currency contracts — — — (4,225) (425)
Cross cuirency swaps — — (96) (4.442) —
Interest rate swaps 1,028 2,075 (1,625) (14,623) (93,929)
1,028 2,075 (1,721) (23,290) (94,354)

Total realized and unrealized (loss) gain of interest rate swaps and foreign currency forward contracts that are not designated for accounting
purposes as cash flow hedges are recognized in eamings and reported in realized and unrealized (loss) gain on derivative instruments in the
consolidated statements of loss for the years ended December 31, 2019, 2018 and 2017 as follows:

Year Ended Year Ended Year Ended

December 31, December 31, December 31,
2019 2018 2017
$ $ $
Realized (loss) gain on derivative instruments
Interest rate swaps (29,185) (38,011) (78,296)
Foreign currency forward contracts (5,054) (1,228) 900
(34,239) (39,239) (77,396)
Unrealized (loss) gain on derivative instruments
Interest rate swaps (56,182) 56,420 33,114
Foreign currency forward contracts 5,226 (4,373) 1429
(50,956) 52,047 34,543
Total realized and unrealized (loss) gain on derivative instruments (85,195) 12,808 (42,853)

In January 2019, the Partnership settled its outstanding cross currency swaps, in connection with the repayment of certain NOK-denominated
bonds, and incurred a realized loss during the year ended December 31, 2019. Realized and unrealized gain (loss) on cross currency swaps
are recognized in earnings and reported in foreign currency exchange gain (loss) in the consolidated statements of loss for the years ended
December 31, 2019, 2018 and 2017 as follows:

Year Ended Year Ended Year Ended

December 31, December 31, December 31,
2019 2018 2017
$ $ $
Realized loss 4,177) (39,647) (84,205)
Unrealized gain 4,442 38,648 91,914
Total realized and unrealized gain (lcss) on cross currency swaps 265 (999) 7,709

The Partnership is exposed to credit loss in the event of non-performance by the counterparties, all of which are financial institutions, to the
foreign currency forward contracts and the interest rate swap agreements. In order to minimize counterparty risk, to the extent possible and
practical, interest rate swaps are entered into with different counterparties to reduce concentration risk.
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13. Income Taxes

The significant components of the Partnership’s deferred tax assets and liabilities are as follows:

Deferred tax assets:
Tax losses carried forward™
Other
Total deferred tax assets
Deferred tax liabilities:
Vessels and equipment
Other
Total deferred tax liabilities
Net deferred tax assets
Valuation allowance
Net deferred tax assets
Disclosed in:
Deferred tax asset
Other long-term liabilities
Net deferred tax assets

December 31,

December 31,

2019 2018
$ $
240432 251,240
9,348 2,887
249780 254 127
20,179 17,018
3,566 5,531
23,745 22,549
226,035 231578
(222,168) (224,593)
3,867 6,985
7,000 9,168
3,133 2,183
3,867 6,985

(1) As at December 31, 2018, the income tax losses carried forward of $1,021.1 million (December 31, 2018 - $1,040.4 million) are available to offset future
taxable income in the applicable jurisdictions, of which $632.7 million can be carried forward indefinitely, $0.9 million will expire in 2020, $0.4 million will
expire in 2021, $0.5 million will expire in 2022, $2.2 million will expire in 2023, $0.3 million will expire in 2024, $0.6 million will expire in 2025, $0.1 million

will expire in 2026, $377.8 million will expire in 2034 and $5.6 million will expire in 2035.

The components of the provision for income taxes are as follows:

Current
Deferred
Income tax (expense) recovery

Year Ended Year Ended Year Ended
December 31, December 31, December 31,
9 18 7
$ $ $
(4,666) (4.051) (1,772)
(3.161) (18,606) 1,870
(7.827) (22,657) 98

The Partnership operates in countries that have differing tax laws and rates. Consequently, a consolidated weighted average tax rate will vary
from year to year according to the source of eamings or losses by country and the change in applicable tax rates. Reconciliations of the tax
charge related to the current year at the applicable statutory income tax rates and the actual tax charge related to the current year are as

follows:

Net loss before taxes

Net loss not subject to taxes

Net income (loss) subject to taxes

At applicable statutory tax rates
Pemanent differences
Adjustments related to cumrency differences
Valuation allowance and other

Tax expense (recovery) related to current year
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Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $

(343,068) (101,288) (299,540)
(418,027) (253,605) (244,045}

74,959 152,317 (55,495)
11,741 28,437 (15,784)
(3,846) (23,179) 2424
(360) (338) 5,847
292 17,737 7415
7.827 22,657 (98)
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The following is a tabular reconciliation of the Partnership’s total amount of unrecognized tax benefits at the beginning and end of 2019, 2018

and 2017:
Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $
Balance of unrecognized tax benefits as at beginning of the year 1,596 1,410 2174
Decreases for positions related to prior years — (189) (930)
Increases for positions related to the current year — 375 166
Balance of unrecognized tax benefits as at end of the year 1,596 1,596 1,410

The Partnership does not presently anticipate such uncertain tax positions will significantly increase or decrease in the next 12 months;
however, actual developments could differ from those currently expected. The tax years 2010 through 2019 remain open to examination by
some of the taxing jurisdictions in which the Partnership is subject to tax.

The interest and penalties on unrecognized tax benefits included in the tabular reconciliation above are not material.
14. Commitments and Contingencies

a) In August 2014, the Partnership acquired 100% of the outstanding shares of Logitel Offshore Holding AS (or Logite!), a Norway-based
company focused on high-end UMS. At the time of the transaction, affiliates of Logitel were parties to construction contracts for three
UMS newbuildings ordered from the COSCO (Nantong) Shipyard (or COSCO}in China. The Partnership tock delivery of one of the UMS
newbuildings, the Arendal Spirit UMS, in February 2015.

In June 2016, the Partnership canceled the UMS construction contracts for the two remaining UMS newbuildings, the Stavanger Spirit
and the Nantong Spirit. As a result of this cancellation, during 2016, the Partnership wrote-off $43.7 million of assets related to these
newbuildings and reversed contingent liabilities of $14.5 million associated with the delivery of these assets. An estimate of the potential
damages for the cancellation of the Stavanger Spirit newbuilding contract is based on the amount due for the final vard installment of
approximately $170 millicn less the estimated fair value of the Stavanger Spirit. Given the unigue design of the vessel as well as the lack
of recent sale and purchase fransactions for this type of asset, the value of this vessel, and thus ultimately the amount of potential
damages that may result from the cancellation, is uncertain. During December 2017, Logitel Offshore Rig Il Pte Lid., the single-purpose
subsidiary relating to the Stavanger Spinit, received a notice of arbitration from COSCO to arbitrate all disputes arising from the cancellation
of the construction contract of the Stavanger Spirit UMS and during March 2018, COSCO commenced arbitration against Logitel Offshore
Rig Il Pte Ltd. and Logitel Offshore Pte. Ltd. claiming $186.2 million plus interest, damages and costs. Pursuant to the Stavanger Spirit
newbuilding contract and related agreements, COSCO only has recourse to the single-purpose subsidiary that was a party tothe Stavanger
Spirit newbuilding contract and its immediate parent company, Logitel Offshore Pte. Ltd., for damages incurred. Logitel Offshore Rig Il
Pte Ltd. and Logitel Offshore Pte. Ltd. are disputing this claim.

The Partnership's estimate of potential damages for the cancellation of the Nantong Spirit newbuilding contract is based upon estimates
of a number of factors, including accumulated costs incurred by COSCO, sub-supplier contract cancellation costs, as well as how such
costs are treated under the termination provisicns in the contract. The Partnership estimates that the amount of potential damages faced
by itin relation to the cancellation of the Nantong Spirit contract could range between $10 million and $40 million. Pursuant to the Nanfong
Spirit newbuilding contract, COSCO only has recourse to the single-purpose subsidiary that was a party to the Nantong Spirit newbuilding
contract. During June 2017, Logitel Offshore Rig Il LLC, the single-purpose subsidiary relating to the Nantong Spirit, received a claim
from COSCO for $51.9 million for the unpaid balance for work completed, cancellation costs and damages, and during the third quarter
of 2017, COSCO commenced arbitration against Logitel Offshore Rig Il LLC. Logitel Offshore Rig Il LLC is disputing this claim.

As at December 31, 2019, the Partnership's subsidiaries have accrued $43.3 million in the aggregate related to the above claims related
to Logitel from COSCO.

b) In December 2014, the Partnership acquired the Petrojarf | FPSO unit from Teekay Corporation for $57.0 million. The Petrojarl | FPSO
unit underwent upgrades at the Damen Shipyard Group’s DSR Schiedam Shipyard (or Damen) in the Netherands prior to being moved
to the Aibel AS shipyard (or Aibel) in Norway where its upgrades were completed. The FPSO unit commenced operations in May 2018
under a five-year charter contract with Atlanta Field B.V. and a service agreement with Enauta.

During 2017, Damen commenced a formal arbitration with Petrojarl | L.L.C. (a wholly-owned subsidiary of the Partnership) as to the
settlement of shipyard costs. During May 2018, the Partnership received a statement of case from Damen claiming $145.4 million for
additional costs allegedly incurred by Damen in respect of the work and interest thereon. The Parinership served its defense to these
claims on October 31, 2018 disputing the claims brought by Damen and bringing counterclaims against Damen (including a claim for
abatement of the contract price) in excess of $110 million. In December 2019, arbitration hearings commenced. As of December 31,
2019, the Partnership had not accrued for any potential liability relating to these claims as the Partnership's best estimate is that the
arbitration will not result in a net award, which would require an amount to be paid to Damen in excess of amounts already paid as at
December 31, 2019.
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c) In 2017, the Partnership entered into shipbuilding contracts with Samsung Heavy Industries Co., Lid. to construct four Suezmax DP2
shuttle tanker newbuildings, for an estimated aggregate fully built-up cost of $588.7 million, excluding approximately $16 million of
subsidies expected to be received by the Partnership. These newbuilding vessels are being constructed based on the Partnership's new
Shuttfe Spirit design which incorporates technologies intended to increase fuel efficiency and reduce emissions, including liquefied natural
gas (or LNG) propulsion technology. Upon expected delivery in 2020, these vessels are to provide shuttle tanker services in the North
Sea, with two to operate under the Partnership’s existing master agreement with Equiner, and two to operate directly within the North
Sea CoA fleet. As at December 31, 2019, gross payments made towards these commitments were $221.1 million and the remaining
gross payments required to be made are estimated to be $367.6 million (2020). In April 2019, the Partnership secured a $413.8 miillion
debt facility, which as at December 31, 2019, provided borrowings of $198.1 millicn for the newbuilding payments and was fully drawn
(see note 8).

In July 2018, the Parinership entered into shipbuilding contracts with Samsung Heavy Industries Co. Ltd., to construct two Aframax DP2
shuttle tanker newbuildings, for an estimated aggregate fully built-up cost of $257.1 million, excluding approximately $2 million of subsidies
expected to be received by the Parinership. These newbuilding vessels are also being constructed based on the Partnership's new
Shuttle Spint design. Upon delivery in late-2020 through early-2021, these vessels will join the Partnership's CoA portfolio in the North
Sea. As at December 31, 2019, gross payments made towards these commitments were $53.2 million and the remaining gross payments
required to be made are estimated to be $129.5 million (2020) and $74.4 million (2021). In September 2019, the Partnership secured
$214.2 million of long-term financing under sale-leaseback transactions, which as at December 31, 2019, provided pre-deliveryborrowings
of $23.8 million for the newbuilding payments and was fully drawn. The financing is classified as Other cumrent liabilities and Other long-
term liabilities on the Parinership's consolidated balance sheet and accrues interest at a fixed rate of 5.5% until the related vessels
deliver.

In August 2019, the Partnership entered into a shipbuilding contract with Samsung Heavy Industries Co. Ltd., to construct one Suezmax
DP2 shuttle tanker newbuilding, for an estimated aggregate fully built-up cost of $128.2 million. Upon delivery in early-2022, the vessel
will operate under existing contracts with a group of oil companies on the East Coast of Canada. As at December 31, 2019, gross
payments made towards this commitment were $7.2 million and the remaining gross payments required to be made are estimated to be
$21.2 million (2020), $26.7 million {2021) and $73.1 million (2022). The Partnership expects to secure long-term financing related to this
shutile tanker newbuilding.

d) During 2019, certain entities and individuals, which together claim to hold approximately 5,000,000 of the Partnership’s common units,
filed complaints in the United States District Court for the Southern District of New York naming as defendants the Partnership. the general
partner, current and former members of the board of directors of the general partner, certain senicr management of the Partnership,
Brookfield and Brookfield Asset Management Inc. In October 2019, a joint stipulation was filed by the plaintiffs to consolidate the separate
complaints. The plaintiffs purported to assert claims on behalf of a class of holders of the Partnership’s common units in relation to
Brookfield’s unsolicited non-binding proposal, made in May 2019, pursuant to which Brookfield would acquire all of the Partnership’s
issued and outstanding common units that Brookfield did not already own in exchange for $1.05 in cash per common unit. On October
1, 2019, the Partnership entered into an agreement with Brookfield to acquire by merger all of the outstanding publicly held common
units not already held by Brookfield in exchange for $1.55 in cash per common unit (or, as an alternative, other equity consideraticn)
and on January 22, 2020, Brookfield completed the merger of all of the outstanding publicly held and listed common units representing
the Partnership's limited partner interests held by parties other than Brookfield. (see note 16). On January 28, 2020 the same plaintiffs
filed an Amended Consolidated Class Action Complaint in which the plaintiffs purport to allege further claims in respect of the merger
process and the ultimate agreed consideration of $1.55 in cash per common unit or alternative equity consideration.

The complaints allege a breach of the Partnership’s limited partnership agreement and, in the alternative, a breach of an implied covenant
of good faith and fair dealing. The complaints seek damages in an unspecified amount and an award to the plaintiffs of their costs and
expenses incurred in the action, including their attorneys’ fees. The Partnership believes that there is no merit to these claims.

e) Despite generating $319.9 million of cash flows from operating activities during 2019, the Partnership had a working capital deficit of
$184.5 million as at December 31, 2019. This working capital deficit primarily relates to the scheduled maturities and repayments of
$353.2 million of cutstanding debt during the 12 months ending December 31, 2020, which amount was classified as cument as at
December 31, 2019. The Parinership also anticipates making payments related to commitments to fund vessels under construction
during 2020 through 2022 of $693 million.

Based on these factors, during the one-year period following the issuance of these consclidated financial statements, the Partnership
will need to obtain additional sources of financing, in addition to amounts generated from operations, to meet its obligations and
commitments and minimum liquidity requirements under its financial covenants. Additional potential sources of financing include
refinancing or extension of debt facilities and extensions and redeployments of existing assets.

The Partnership is actively pursuing the funding alternatives described above, which it considers probable of completion based on the
Partnership’s history of being able to raise debt and refinance Ioan facilities for similar types of vessels. The Partnership is in various
stages of completion on these matters.

Based on the Partnership’s liquidity at the date these consolidated financial statements were issued, the liquidity it expects to generate
from operations over the following year, and by incorporating the Partnership’s plans to raise additional liquidity that it considers probable
of completion, the Partnership expects that it will have sufficient liquidity to enable the Partnership to continue as a going concern for at
least the one-year pericd following the issuance of these consolidated financial statements.
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15. Supplemental Cash Flow Information

a) The following is a tabular reconciliation of the Partnership’s cash, cash equivalents and restricted cash balances for the periods presented
in these consolidated financial statements:

As at As at As at
December 31, December 31, December 31,
2019 2018 2017
$ $ $

Cash and cash equivalents 199,388 225,040 221,934
Restricted cash!" 17,798 8,540 28,360
Restricted cash - long-term'™ 89,070 — —
306,256 233,580 250,294

(1) Restricted cash as atDecember 31,2019 includes funds held as a guarantee for certain operating expenses, funds for scheduled loan facility repayments,
withholding taxes and office lease prepayments. Restricted cash - long-term as at December 31, 2019 includes amounts held in escrow for a shuttle
tanker newbuilding yard installment payment.

Restricted cash as at December 31, 2018 includes amounts held in escrow as collateral on the Partnership's cross currency swaps, funds for a scheduled
loan facility repayment, withholding taxes and office lease prepayments.

Restricted cash as at December 31, 2017 includes amounts held in escrow as collateral on the Partnership’s cross cumrency swaps and funds for certain
vessel upgrade costs.

b) The changes in non-cash working capital items related to operating activities for the years ended December 31, 2019, 2018 and 2017
are as follows:

Year Ended Year Ended Year Ended
December 31, December 31, December 31,

2019 2018 2017
Accounts receivable (57,957) 22320 (54,830)
Prepaid expenses and other assets 1,115 (2,104) (6,618)
Accounts payable and accrued liabilities 68,219 (32,800) 43,113
Due from (o) related parties 1,039 (70,643) 51,841

12,416 (83,227) 33,506

c) Cash interest paid (including realized losses on interest rate swaps) during the years ended December 31, 2019, 2018 and 2017 totaled
$217.8 millicn, $204.5 million and $205.0 million, respectively.

d) Income taxes paid during the years ended December 31, 2019, 2018 and 2017 totaled $4.9 million, $2.1 million and $2.2 million,
respectively.

16. Total Capital and Net Loss Per Common Unit

At December 31, 2019, a total of 26.9% of the Partnership’s common units cutstanding were held by the public. Brookfield held the remaining
73.1% of the common units of the Partnership and 100% of the general partner interest. At December 31, 2019, all of the Partnership’s
outstanding Series A Cumulative Redeemable Preferred Units (or the Series A Preferred Units), Series B Cumulative Redeemable Preferred
Units (or the Series B Preferred Units) and Series E Fixed-to-Floating Rate Cumulative Redeemable Perpetual Preferred Units (or the Series
E Preferred Units} were held by entities other than Brookfield and its affiliates.

On October 1, 2019, the Partnership announced that it enteredintc an agreementand plan of merger (cr the Merger Agreement) with Brookfield,
and on January 22, 2020, Brookfield completed its acquisition by merger (or the Merger) of all of the outstanding publicly held and listed
common units representing the Partnership's limited partnerinterests held by parties other than Brookfield (or unaffiliated unitholders) pursuant
to the Merger Agreement among the Partnership, the general partner and certain members of Brookfield. Under the terms of the Merger
Agreement, a newly formed subsidiary of Brookfield merged with and into the Partnership, with the Partnership surviving as a wholly owned
subsidiary of Brookfield and the Partnership's general partner, and common units held by unaffiliated unitholders were converted into the right
to receive $1.55 in cash per common unit (or the cash consideration), other than common units held by unaffiliated unitholders who elected
to receive the equity consideration (as defined below). As an altemative to receiving the cash consideration, each unaffiliated unitholder had
the option to elect to forego the cash consideration and instead receive one of the Partnership's newly designated unlisted Class A Common
Unit per common unit (or the equity consideration). The Class A Common Units are economically equivalent to the commen units held by
Brookfield following the Merger, but have limited veting rights and limited transferability.

As a result of the Merger, Brookfield owns 100% of the Class B Common Units, representing approximately 98.7% of the Partnership's
outstanding common units. All of the Class A Common Units, representing approximately 1.3% of our outstanding common units as of the
closing of the Merger, are held by the unaffiliated unitholders who elected to receive the equity consideration in respect of their common units.
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Pursuant to the terms of the Merger Agreement, the Partnership's outstanding preferred units were unchanged and remain outstanding
following the Merger.

Limited Partners’ Rights

Significant rights of the limited partners include the following:

= Right of common unitholders to receive distributions of Available Cash (after deducting expenses, including estimated maintenance
capital expenditures and reserves, including reserves for future capital expenditures and for anticipated future credit needs of the

Partnership) within approximately 45 days after the end of each quarter.

* No limited partner shall have any management power over the Partnership’s business and affairs; the general partner shall conduct,
direct and manage our activities.

= The general partner may be removed if such removal is approved by common unitholders helding at least 66.66% of the outstanding
units voting as a single class, including units held by the general pariner and its affiliates.

Incentive Distribution Rights
Prior to the Merger, when the Partnership’s incentive distribution rights were canceled and ceased to exist, the general partner was entitled

to certain incentive distributions if the amount the Partnership distributed to common unitholders with respect to any quarter exceeded specified
target levels shown below:

Quarterly Distribution Target Amount {per unit Unitholders General Partner
Minimum quarterly distribution of $0.35 99.24% 0.76%
Up to $0.4025 99.24% 0.76%
Above $0.4025 up to 30.4375 86.24% 13.76%
Above $0.4375 up to $0.525 76.24% 23.76%
Above $0.525 51.24% 48.76%

During 2019, 2018 and 2017 cash distributions were below $0.35 per common unit. Consequently, the increasing percentages were not used
to calculate the general partner’s interest in net loss for the purposes of the net loss per common unit calculation for the years ended
December 31, 2019, 2018 and 2017

In the event of a liquidation, all property and cash in excess of that required to discharge all liabilities and liquidation amounts on the Series
A, Series B and Series E Preferred Units will be distributed to the common unitholders and the general partner in proportion to their capital
account balances, as adjusted to reflect any gain or loss upon the sale or other disposition of the Partnership’s assets in liquidation in
accordance with the partnership agreement.

Series A, B and E Preferred Units

In April 2013, the Partnership issued 6.0 million 7.25% Series A Prefemred Units in a public offering with an aggregate redemption amount of
$150.0 million, for net proceeds of $144.8 million. Pursuant to the partnership agreement, distributions on the Series A Preferred Units to
preferred unitholders are cumulative from the date of original issue and are payable quarterly in arrears, when, as and if declared by the board
of directors of the general partner. At any time on or after April 30, 2018, the Series A Preferred Units may be redeemed by the Partnership
at a redemption price of $25.00 per unit plus an amount equal to all accumulated and unpaid distributions to the date of redemption. These
units are listed on the New York Stock Exchange.

In April 2015, the Partnership issued 5.0 million 8.50% Series B Preferred Units in a public offering with an aggregate redemption amount of
$125.0 million, for net proceeds of $120.8 millicn. Pursuant to the partnership agreement, distributions on the Series B Preferred Units to
preferred unitholders are cumulative from the date of original issue and are payable quarterly in arrears, when, as and if declared by the board
of directors of the general partner. At any time on or after April 20, 2020, the Series B Preferred Units may be redeemed by the Partnership
at a redemption price of $25.00 per unit plus an amount equal to all accumulated and unpaid distributions to the date of redemption. These
units are listed on the New York Stock Exchange.

In January 2018, the Partnership issued 4.8 million 8.875% Series E Preferred Units in a public offering for net proceeds of $116.0 million.
Pursuant to the partnership agreement, distributions on the Series E Preferred Units to preferred unitholders are cumulative from the date of
original issue, payable quarterly in arrears, when, as and if declared by the board of directors of the general partner. Distributions are payable
on the Series E Preferrad Units (i) from and including the original issue date to, but excluding, February 15, 2025 at a fixed rate equal to
8.875% per annum of the stated liquidation preference of $25.00 per unit and (i} freom and including February 15, 2025, at a floating rate
equal to three-month LIBOR plus 6.407%. These units are listed on the New York Stock Exchange.
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Series C-T and Series D Preferred Units

In September 2017, the Partnership entered into a strategic partnership (or the Brookfield Transaction) with Brookfield. As part of this transaction,
the Partnership repurchased and subsequently canceled all of its outstanding Series C-1 Cumulative Convertible Perpetual Preferred Units
(or the Senies C-1 Preferred Units) and Series D Cumulative Convertible Perpetual Preferred (or the Series D Preferred Units) from existing
unitholders. The Series C-1 and Series D Preferred Units, similar to the Partnership’s previously outstanding Series C Preferred Units, were
convertible into common units in accordance with their terms. The Series C-1 Preferred Units were repurchased for $18.20 per unit and Series
D Preferred Units for $23.75 per unit, for a total cash payment of $260.2 million, which included $10.2 million of accrued and unpaid quarterly
distributicns, and resulted in a net accounting gain on repurchase of approximately $20.0 million, which was reflected as an equity contribution.
Consideration for the repurchase of the Series D Preferred Units also included a reduction in the exercise price, from $6.05 to $4.55 per unit,
of 2,250,000 of one of two tranches of warrants issued in conjunction with the Series D Preferred Units in June 2016. As at December 31,
2019, 2018 and 2017, 6,750,000 warrants criginally issued in connection with the Series D Preferred Units with an exercise price of $4.55
remained outstanding.

Series D Detachable Warrants and Brookfield Transaction Warrants
Series D Detachable Warrants

In June 2016, the Partnership issued a total of 4.0 million of its 10.5% Series D Preferred Units to a group of investors and subsidiaries of
Teekay Corporation. These investors and Teekay Corporation also received an aggregate of 4,500,000 warrants with an exercise price of
$4.55 per unit (the $4.55 Warrants) and an aggregate of 2,250,000 warrants with an exercise price of $6.05 per unit (the $6.05 Warrants)
(collectively, the Warrants).

In September 2017, the exercise price of the $6.05 warrants was reduced to $4.55 per unit, as described above. As at December 31, 2019,
the Warmrants had a seven-year term and were exercisable any time after six months following their issuance date. The Warrants could be
settled either in cash or common units at the Partnership’s option.

The Warrants were recorded as permanent equity in the Parinership's consolidated balance sheets with 6,750,000 Warrants outstanding at
December 31, 2019 (December 31, 2018 and 2017 - 6,750,000).

On January 22, 2020, Brookfield completed the Merger of all of the outstanding publicly held and listed common units representing the
Partnership's limited partner interests held by parties other than Brockfield. As a result of this transaction, and the fact that the exercise price
of each of the outstanding Warrants exceeded the cash consideration of $1.55 per common unit, each of the Warrants was automatically
canceled and ceased to exist. No consideration was delivered in respect thereof.

Brookfield Transaction Warrants and Common Units Issued

In September 2017, as part of the Brookfield Transaction, Brookfield and Teekay Corporation invested $610.0 million and $30.0 million,
respectively, in the Partnership in exchange for 244.0 millicn and 12.0 million common units, respectively, at a price of $2.50 per common
unit, and the Parinership issued to Brockfield and Teekay Corporation 62.4 million and 3.1 million warrants, respectively (the Brookiffeid
Transaction Warrants), with each warrant exercisable for one commeon unit. As part of the amended and restated Brookfield Promissory Note
transaction (see note 11h), Brockfield concurrently transferred 11.4 million Brookfield Transaction Warrants and $140.0 million to Teekay
Corporation to acquire a $200 million subordinated promissory note owed by the Partnership. The $637.0 million net investment in the
Partnership by Brookfield and Teekay Corporation was allocated on a relative fair value basis between the 256 million common units issued
to Brookfield and Teekay Corporation (3512.6 million), the Brookfield Transaction Warrants ($121.3 miillion), the effective extinguishment of
the $200 million 2016 Teekay Corporation Promissory Note ((3160.5) million) and the concurrent issuance to Brookfield of the $200 million
Brookfield Promissory Note ($163.6 million) (see note 11h)). The $39.5 million gain on the effective extinguishment of the subordinated
promissory note was accounted for as a contribution of capital from Teekay Corporation. On July 2, 2018, the Partnership repurchased the
Brookfield Promissory Note (see note 11)).

The Brockfield Transaction Warrants entitled the holders to acquire cne common unit for each Brookfield Transaction Warrant for an exercise
price of $0.01 per commeon unit, which was exercisable until September 25, 2024 if the Partnership's common unit volume-weighted average
price was equal to or greater than $4.00 per common unit for 10 consecutive trading days.

In July 2018, Brookfield, through an affiliate, exercised its option to acquire an additional 2% of ownership interests in the Partnership's general
partner from an affiliate of Teekay Corporation in exchange for 1.0 million Brookfield Transaction Warrants. In May 2019, Brookfield acquired
all of Teekay Corporation's remaining interests in the Partnership, including its 49% general partner interest (providing Brookfield with 100%
of the general partner ownership interest), 13.8% interest in common units, 17.3 million common unit equivalent warrants and a $25.0 million
loan receivable outstanding. As at December 31, 2019, Brookfield and Teekay Corporation held §5.5 million and nil Brookfield Transaction
Warrants, respectively (2018 - 50.0 million and 15.5 million, 2017 - 51.0 million and 14.5 million).

On January 22, 2020, Brookfield completed the Merger of all of the outstanding publicly held and listed common units representing the
Partnership's limited partner interests held by parties other than Brockfield. As a result of this transaction, and the fact that the exercise price
of each of the outstanding Brookfield Transaction Warrants exceeded the cash consideration of $1.55 per common unit, each of the Brookfield
Transaction Warrants was automatically canceled and ceased to exist. No consideration was delivered in respect thereof.
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Net Loss Per Common Unit

Year Ended
December 31, December 31, December 31,
2019 2018 2017
$ $ $

Limited pariners’ interest in net loss (378,770) (147 141) (339,501)
Preferred units - periodic accretion — — (2,380)
Net gain on repurchase of Series C-1 and Series D Preferred Units — — 19,637
Gain on modification of warrants — — 1,495
Limited partners’ interest in net less for basic net loss per common

unit (378,770) (147,141) (320,749)
Series C-1 Prefemred Units - cash distributions — — 12,650
Gain on repurchase of Series C-1 Preferred Units — — (26,994)
Limited partners’ interest in diluted net loss (378,770) (147,141} (335,093)
Weighted average number of common units 410,727,035 410,261,239 220,755,937
Dilutive effect of Series C-1 Preferred Units and unit based

compensation — — 9,184 183
Common units and commen unit equivalents 410,727,035 410,261,239 229,940,120
Limited partner's interest in net less per commen unit
- basic (0.92) (0.36) (1.45)
- diluted (0.92) (0.36) (1.46)

Limited partners’ interest in net loss per common unit — basic is determined by dividing net loss, after deducting the amount of net loss
attributable to the non-controlling interests, the general partner’s interest, the distributions on the Series A, B, and E Preferred Units and for
periods prior to their exchange or repurchase, the Series C-1 and D Prefemred Units, the periodic accretion prior to the repurchase of the
Series D Preferred Units, the net gain on the repurchase of the Series C-1 and D Preferred Units and gain on the modification of warrants,
by the weighted-average number of common units outstanding during the pericd. The distributions payable or paid on the prefemred units for
the year ended December 31, 2019 were $32.2 million (2018 - $31.5 million, 2017 - $42.1 million).

The computation of limited partners’ interest in net income per commoen unit - diluted assumes the issuance of common units for all potential
dilutive securities, consisting of restricted units (see note 17}, warrants and, and for periods prior to their exchange or repurchase, Series C-1
and D Preferred Units. Consequently, for periods prior to their repurchase, the net income attributable to limited partners’ interest is exclusive
of any distributions on the Series C-1 and D Preferred Units, the prior periodic accretion of the Series D Preferred Units, the net gain on the
repurchase of prefemred units, and the gain on the modification of warrants. In addition, the weighted average number of common units
outstanding has been increased assuming conversion of the restricted units and exercise of the warrants using the treasury stock method
and, for periods prior to the exchange or repurchase, the Series C-1 and D Preferred Units having been converted to common units using
the if-converted method. The computation of limited partners’ interest in netincome per common unit - diluted does not assume the issuance
of common units pursuant to the restricted units, warrants and, for periods prior to their exchange or repurchase, Series C-1 and D Preferred
Units if the effect would be anti-dilutive. In periods where a loss is attributable to common unitholders all restricted units, warrants, the Series
C-1 and D Preferred Units (for applicable periods) could have been anti-dilutive. In periods where income is allocated to common unitholders,
the Series C-1 and D Preferred Units could have been anti-dilutive for periods prior to their exchange or repurchase.

For the year ended December 31, 2019, a total common unit equivalent of 72.3 million warrants and 0.5 million restricted units were excluded
from the computation of limited partners’ interest in net loss per commoen unit - diluted, as their effect was anti-dilutive. For the year ended
December 31, 2018, a total common unit equivalent of 72.3 million warrants and 0.1 million restricted units were excluded from the computation
oflimited partners’ interest in net loss per common unit - diluted, as their effect was anti-dilutive. For the year ended December 31, 2017, 31.9
million common unit equivalent Series D Preferred Units, 72.3 millien common unit equivalent warrants and 0.4 million restricted units were
excluded from the computation of limited partners’interest in net loss per common unit - diluted, as their effect was anti-dilutive.

The general partner’s and common unitholders’ interests in net loss are calculated as if all net loss was distributed according to the terms of
the Partnership’s partnership agreement, regardless of whether those earnings would or could be distributed. The partnership agreement
does not provide for the distribution of net loss; rather, it provides for the distribution of available cash, which is a contractually defined term
that generally means all cash on hand at the end of each quarter less, among other things, the amount of cash reserves established by the
general partner’s board of directors to provide for the proper conduct of the Partnership’s business including reserves for maintenance and
replacement capital expenditure, anticipated capital requirements and any accumulated distributions on, or redemptions of, the Series A,
Series B and Series E Preferred Units, and for periods prior to their exchange or repurchase, the Series C-1 and D Prefemred Units. Unlike
available cash, netloss is affected by non-cash items such as depreciation and amortization, unrealized gain or loss on derivative instruments
and unrealized foreign cumrency translation gain or loss.

F-38

09.11.2021 kI 14:06 Brgnngysundregistrene Side 152 av 157



== Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
{all tabular amounts stated in thousands of U.S. Dollars, except unit and per unit data or unless otherwise indicated)

Pursuant to the partnership agreement, allocations to partners are made on a quarterly basis.
Public and Private Offerings of Common Units

The following table summarizes the issuances of common units over the three years ending December 31, 2019:

Number of Gross 0 Net
Offering ct;jl':ll{{l;)n Offering Proceeds Proceeds
Date Type Issued Price {in millions of U.S. Dollars} Use of Proceeds
Payment-in- W @
During 2017 kind 6,391,087 . 29.8 29.8 X
To strengthen the Partnership’s
capital structure and to fund the
- Partnership's existing growth
September 2017 Private 256,000,000 4 640.0 628.1 projects.

(i) Including the General Partner’s proportionate capital contribution, where applicable.

(i) Common units issued as a payment-in-kind for the distributions on the Partnership's Series C-1 and D Preferred Units and on the Partnership's common
units and general partner interest held by subsidiaries of Teekay Corporation and payment-in-kind for interest on the 2016 Teekay Corporation Promissory
Note (see note 11g).

(i) In September 2017, as part of the Brookfield Transaction, the Partnership issued to Brookfield 244 .0 million common units and the Brookfield Transaction
Warrants to purchase 2.4 million common units, for gross proceeds of $610.0 million. In addition, the Partnership issued to Teekay Corporation 12.0
million common units and the Brookfield Transaction Warrants to purchase 3.1 million common units, for gross proceeds of $30.0 million. The net proceeds
are exclusive of expenses allocated to the Brookfield Transaction Warrants of $1.4 million.

17. Unit Based Compensation

During the year ended December 31, 2019, a total of 561,420 common units, with an aggregate value of $0.7 million, were granted to the
non-management directors of the general partner as part of their annual compensation for 2019.

The Partnership grants restricted unit-based compensation awards as incentive-based compensation to certain employees of the Partnership
and Teekay Corporation’s subsidiaries that provide services to the Partnership. During the years ended December 31, 2019, 2018 and 2017,
the Partnership granted restricted unit-based compensation awards with respect to 2,577,626, 1,424,058 and 321,318 units, respectively,
with aggregate grant date fair values of $3.0 million, $3.7 millicn and $1.6 million, respectively for 2019, 2018 and 2017, based on the
Partnership’s closing unit price on the grant dates. Each restricted unit is equal in value to one of the Partnership’s common units. Each award
represents the specified number of the Partnership’s common units plus reinvested distributions from the grant date to the vesting date. The
awards vest equally over three years from the grant date. Any portion of an award that is not vested on the date of a recipient’s termination
of service is canceled, unless the termination arises as a result of the recipient’s retirement and, in this case, the award will continue to vest
in accordance with the vesting schedule. Upon vesting, the awards are paid to each grantee in the form of common units or cash. As at
December 31, 2019, 2018 and 2017, the Partnership had 3,764,261, 1,456,999 and 480,301 non-vested restricted units outstanding,
respectively.

During the year ended December 31, 2019, restricted unit-based awards with respect to a total of 460,689 common units with a fair value of
$1.6 million, based on the Partnership’s closing unit price on the grant date, vested and the amount paid to the grantees was made by issuing
116,282 common units and by paying $0.3 million in cash.

During the year ended December 31, 2018, restricted unit-based awards with respect to a total of 342,560 common units with a fair value of
$2.0 million, based on the Partnership’s closing unit price on the grant date, vested and the amount paid to the grantees was made by issuing
111,336 common units and by paying $0.4 million in cash.

During the year ended December 31, 2017, restricted unit-based awards with respect to a total of 255,370 common units with a fair value of
$2.2 milliocn, based on the Partnership’s closing unit price on the grant date, vested and the amount paid to the grantees was made by issuing
83,060 common units and by paying $0.6 million in cash.

The Partnership recorded unit-based compensation expense of $2.6 million, $1.4 million and $0.9 million, during the years ended December 31,
2019, 2018 and 2017, respectively, in general and administrative expenses in the Partnership’s consolidated statements of loss.

As of December 31, 2019 and December 31, 2018, liabilities relating to cash settled restricted unit-based compensation awards of $2.4 million
and $0.7 million, respectively, were recorded in accrued liabilities on the Partnership’s consclidated balance sheets. As at December 31, 2019,
the Partnership had $3.2 millicn of non-vested awards not yet recognized, which the Partnership expects to recognize over a weighted average
period of 1.1 years.

18. (Write-down} and Gain on Sale of Vessels
In 2019, the carrying value of cne FPSO unit and the Arendal Spirit UMS were written down to their estimated fair value, using a discounted

cash flow valuation, as a result of a reassessment of the future redeployment assumptions for both units. The Partnership's consoclidated
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statement of loss for the year ended December 31, 2019 includes a $338.0 million write-down related to these units. The write-downs of the
one FPSO unit and Arendal Spirit UMS are included in the Partnership's FPSO and UMS segments, respectively.

In 2019, the carrying value of the Ostras FPSO unit was written down to its estimated fair value, using an appraised value, due to the expected
sale of the unit. The Ostras FPSO unit was classified as held for sale on the Partnership’s consolidated balance sheet as at December 31,
2019. The Partnership's consclidated statement of loss for the year ended December 31, 2019 includes a $4.4 million write-down related to
this vessel. The write-down is included in the Partnership's FPSO segment.

In 2019, the camying value of the Navion Hispania and Stena Sirita shuttle tankers were written down to their estimated fair values, using
appraised values, as a result of the expected sales of the vessels. These vessels were classified as held for sale on the Partnership's
consolidated balance sheet as at December 31, 2019. The Partnership's consolidated statement of loss for year ended December 31, 2019
includes a $2.3 million write-down related to these vessels. The write-down is included in the Partnership’s shuttle tanker segment.

In 2019, the Partnership sold a 1988-built FSO unit, the Pattani Spirit, for net proceeds of $15.7 million. The Pattani Spirit was classified as
held for sale on the Partnership's consolidated balance sheet as at December 31, 2018. The Partnership's consolidated statement of loss for
the year ended December 31, 2019 includes a $11.2 million gain related to the sale of this vessel. The gain on sale is included in the
Partnership's FSO segment.

In 2019, the Partnership sold a 2001-built shuttle tanker, the Nordic Spirit, and a 1998-built shuttle tanker, the Alexita Spirit, for net proceeds
of $8.9 million and $8.7 million, respectively. The Nordic Spirit was classified as held for sale on the Partnership's consolidated balance sheet
as at December 31, 2018. The Partnership's consolidated statement of loss for the year ended December 31, 2019 includes a $1.3 million
gain related to the sale of these vessels. The gain on sale is included in the Partnership's shuttle tanker segment.

In 2018, the carrying value of the Ostras and Piranema Spirit FPSO units were written down to their estimated fair values, using a discounted
cash flow valuation, as a result of a reassessment of the future redeployment assumptions for both units. The Partnership's consoclidated
statement of loss for the year ended December 31, 2018 includes a $180.2 million write-down related to these vessels. The write-down is
included in the Partnership’s FPSO segment.

In 2018, the carrying value of the HiLoad DP unit was written down to nil using a discounted cash flow valuation. The unit was written down
as a result of a settlement received from Petrobras (see note 5) and a change in the operating plan for the unit. The Partnership’s consclidated
statement of loss for the year ended December 31, 2018 includes a $19.2 million write-down related to this unit. The HiLoad DP unit had
previously been written down to its estimated fair value using a discounted cash flow valuation in 2017, as a result of a change in expectations
for the future employment opportunities for the unit and the unit proceeding into lay-up. The Partnership's consoclidated statement of loss for
the year ended December 31, 2017 includes a $26.3 million write-down related to this unit. The write-downs are included in the Partnership's
shuttle tanker segment.

In 2018, the carrying value of the Nordic Spirit and Stena Spint shuttle tankers were written down to their estimated fair values, using appraised
values, due to the redelivery of these vessels from their charterer after completing their bareboat charter contracts in May 2018 and the
resulting change in the expectations for the future opportunities for the vessels. The Partnership's consolidated statement of loss for the year
ended December 31, 2018 includes a $29.7 million write-down related to these vessels, of which $14.8 million is included in a 50%-owned
subsidiary of the Partnership. The write-down is included in the Partnership's shuttle tanker segment.

In 2018, the Partnership sold the 1998-built shuttle tankers, the Navion Scandia and Navion Britannia, for net proceeds of $10.8 million and
$10.4 million, respectively. The Partnership's consolidated statement of loss for the year ended December 31, 2018 includes a $5.3 million
gain related to the sale of these vessels. The gain on sale is included in the Partnership's shuttle tanker segment.

In 2017, the carrying value of two FPSO units were written down to their estimated fair value, using a discounted cash flow valuation. The
Petrofari I FPSO unit was written down to its estimated fair value, as a result of increasing costs associated with additional upgrade work
required and estimated liguidated damages to the charterer associated with the delay in the commencement of the unit's operations. During
2017, the Petrojari | FPSO unit was moved from the Damen Shipyard in the Netherdands to complete upgrades at the Aibel AS shipyard in
Norway. Upon arrival at the Aibel AS shipyard, it was determined that additional upgrade work was required, resulting in a further increase in
costs and a further delay of the commencement of the FPSO unit's operations until the second quarter of 2018. In addition, during 2017, the
Ostras FPSO unit was written down to its estimated fair value, using a discounted cash flow valuation, as a result of an expected change in
the operating plans for the unit resulting from receiving confirmation from the charterer that it planned to redeliver the unit upon completion
of the firm charter contract in January 2018. The Parinership's consolidated statement of loss for the year ended December 31, 2017 includes
an aggregate $265.2 million write-down related to these units. The write-downs are included in the Partnership's FPSO segment.

In 2017, the Nordic Brasilia and Nordic Rio shuttle tankers were written down to their estimated fair values, using appraised values, due to
the redelivery of these vessels from their charterer after completing their bareboat charter contracts in 2017 and a resulting change in
expectations for the future opportunities and operating plans for the vessels. The Partnership's consolidated statement of loss for the year
ended December 31, 2017 includes a $25.2 million write-down related to these vessels, of which $10.8 million is included in a 50%-owned
subsidiary of the Partnership. The write-downs are included in the Partnership's shuttle tanker segment.

In 2017, the Partnership sold a 1999-built shuttle tanker, the Navion Marita, for gross proceeds of $5.7 million, which was the approximate
carrying value of the vessel at the time of sale. The shuttle tanker had previously been written down to its estimated fair value as a result of
the expected sale of the vessel, and the Partnership’s consolidated statement of loss for the year ended December 31, 2017, includes a $5.1
million write-down related to the vessel. The write-down is included in the Partnership’s shuttle tanker segment.

F-40

09.11.2021 kI 14:06 Brgnngysundregistrene Side 154 av 157



- Brgnngysundregistrene Arsregnskap regnskapséaret 2019 for 919681403

TEEKAY OFFSHORE PARTNERS L.P. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
{all tabular amounts stated in thousands of U.S. Dollars, except unit and per unit data or unless otherwise indicated)

19. Investment in Equity Accounted Joint Ventures

In October 2014, the Partnership sold a 1995-built shuttle tanker, the Navion Norvegia, to OOG-TK Libra GmbH & Co KG (or Libra Joint
Venture), a 50/50 joint venture of the Partnership and Ocyan S.A. (or Ocyan} which vessel was converted to a new FPSO unit for the Libra
field in Brazil. The FPSO unit commenced operations in late-2017. Included in the joint venture is a ten-year plus construction period loan
facility, which as at December 31, 2019 had an outstanding balance of $586.5 millicn (December 31, 2018 - $654.2 million). The interest
payments of the loan facility are based on LIBOR, plus a margin of 2.65%. The final payment under the loan facility is due October 2027. In
addition, the Libra Joint Venture entered into ten-year interest rate swap agreements, with an aggregate notional amount of $536.1 million
as at December 31, 2019 (December 31, 2018 - $588.8 million), which amortize quarterly over the term of the interest rate swap agreements.
These interest rate swap agreements exchange the receipt of LIBOR-based interest for the payment of a weighted average fixed rate of
2.52%. These interest rate swap agreements are not designated in qualifying cash flow hedging relationships for accounting purposes.

In June 2013, the Parinership acquired Teekay Corporation’s 50% interest in O0OG TKP FPSO GmbH & Co KG, a joint venture with Ocyan,
which owns the /tajai FPSO unit. Included in the joint venture is an eight-year loan facility, which as at December 31, 2019 had an outstanding
balance of $105.9 million (December 31, 2018 - $138.2 million). The interest payments of the loan facility are based on LIBOR, plus a margin
of 2.45%. The final payment under the loan facility is due October 2021. In addition, the joint venture entered into ten-year and nine-year
interest rate swap agreements with an aggregate notional amount of $105.9 million as at December 31, 2019 (December 31, 2018 - $123.4
million), which amortize semi-annually over the term of the interest rate swap agreements. These interest rate swap agreements exchange
the receipt of LIBOR-based interest for the payment of a weighted average fixed rate of 2.50%. These interest rate swap agreements are not
designated in qualifying cash flow hedging relationships for accounting purposes.

As at December 31,2019 and 2018, the Partnership had total investments of $234.6 million and $212.2 million, respectively, in equity accounted
joint ventures. No indicators of impairment existed as at December 31, 2019 and 2018.

The following table presents aggregated summarized financial information assuming a 100% ownership interest in the Partnership’s equity
accounted joint ventures. The results included are for the /tajai FPSO joint venture and the Libra Joint Venture.

As at December 31,

2019 2018
$ $
Current assets 169,045 148,208
Non-current assets 1,122,079 1,189,463
Current liabilities 127,110 139,777
Leng-term liabilities 688,371 780,685

Year ended December 31,

2019 2018 2017
$ $ $
Revenues 264,266 264,215 90,662
Operating income 134,321 119,774 43422
Net income 72,022 78,916 28,884

The Partnership does not control its equity-accounted vessels and as a result, the Partnership does not have the unilateral ability to determine
whether the cash generated by its equity-accounted vessels is retained within the entities in which the Partnership holds the equity-accounted
investments or distributed to the Partnership and other owners. In addition, the Partnership does not control the timing of such distributions
to the Partnership and other owners.
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TEEKAY OFFSHORE PRODUCTION HOLDINGS AS
Postboks 482
7405 TRONDHEIM

Fritak for konsernregnskapsplikt for Teekay Offshore Production
Holdings AS, org.nr. 919 681 403

Vi viser til deres brev av 27. august 2018 hvor dere seker om fritak fra plikten til & utarbeide
konsernregnskap for Teekay Offshore Production Holdings AS.

Teekay Offshore Production Holdings AS eies 100 % av det nederlandske selskapet Teekay Offshore
European Holdings Coop U.A, som igjen inngar 100 % i Teekay Offshore Partners LP hjemmehgrende pa
Bermuda. Konsernregnskap utarbeides av Teekay Offshore Partners LP pa engelsk sprak etter USGAAP,
hvor selskapet med datterselskaper er omfattet.

Skattedirektoratet finner med hjemmel i regnskapsloven av 17. juni 1998 nr. 56 § 3-7 flerde ledd & kunne gi
tillatelse til at det gjeres unntak for konsernregnskapsplikten for Teekay Offshore Production Holdings AS.
Det forutsettes at Teekay Cffshore Partners LP utarbeider konsernregnskap som omfatter den
regnskapspliktige og dennes datterselskaper. Det legges til grunn at dette konsernregnskapet er utarbeidet
i samsvar med USGAAP og at kravene i regnskapsloven § 3-7 med forskrifter for gvrig felges.
Bestemmelsene i regnskapsloven kapittel 8 gjelder tilsvarende for dette konsermregnskapet.

Nar det gjelder hvilket sprak morselskapet skal utarbeide konsernregnskapet pa, vises det til forskrift av 7.
september 2006 nr. 1062 til utfylling og gjennomfgring mv. av regnskapsloven. Det fglger av § 3-7-1 at
konsernregnskapet foruten p& norsk, kan veere pa svensk, dansk eller engelsk.

Kopi av dette brev ma sendes Regnskapsregisteret i Brenngysund sammen med arsregnskapet mv. Det
paligger den regnskapspliktige & dokumentere ved dette brev at tillatelsen er gitt.

Vennligst oppgi vér referanse ved henvendelse i saken.
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Med hilsen

Jeanette Munkvold Skovholt
seniorradgiver
Rettsavdelingen, foretaksskatt
Skattedirektoratet

Torstein Kinden Helleland

Dokumentet er elektronisk godkjent og har derfor ikke handskrevne signaturer.
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