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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 20-F
(Mark One)
0 REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) or (g) OF THE SECURITIES
EXCHANGE ACT OF 1934
OR
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2007
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
OR
0 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 1-12874
TEEKAY CORPORATION

(Exact name of Registrant as specified in its charter)
Republic of The Marshall Islands
(Jurisdiction of incorporation or organization)
4t floor, Belvedere Building, 69 Pitts Bay Road, Hamilton, HM 08, Bermuda
(Address of principal executive offices)
Roy Spires
4t Floor, Belvedere Building, 69 Pitts Bay Road, Hamilton, HM 08, Bermuda
Telephone: (441) 298-2530 Fax: (441) 292-3931
(Contact Information for Company Contact Person)
Securities registered or to be registered pursuant to Section 12(b) of the Act.

Title of each class Name of each exchange on which registered
Common Stock, par value of $0.001 per share 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.
72,772,529 shares of Common Stock, par value of $0.001 per share.
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes b No o
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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 p
Indicate by check mark whether 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 period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes b No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer p Accelerated Filer o Non-Accelerated Filer o
Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

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

If Other has been checked in response to the previous question, indicate by check mark which financial statement item

the registrant has elected to follow:
Item 17 o Item 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 p
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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.
In addition to historical information, this Annual Report contains forward-looking statements 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 identif’

forward-looking statements. Forward-looking statements in this Annual Report include, in particular, statements
regarding:

our growth prospects and strategic position;

expected increases in compensation costs;

tanker market fundamentals, including the balance of supply and demand in the tanker market, spot tanker
charter rates, OPEC and non-OPEC oil production;

expected demand in the offshore oil production sector and the demand for vessels;

our expected benefits of the OMI acquisition;

the sufficiency of our working capital for short-term liquidity requirements;

future capital expenditure commitments and the financing requirements for such commitments;
the appropriateness of our liability insurance;

delivery dates of and financing for newbuildings, and the commencement of service of newbuildings under
long-term time-charter contacts;

future cash flow from vessel operations;
the adequacy of restricted cash deposits to fund capital lease obligations;

our ability to capture some of the value from the volatility of the spot tanker market and from market
imbalances by utilizing freight forward agreements;

the ability of the counterparties to our derivative contracts to fulfill their contractual obligations;
growth prospects of the LNG shipping sector and including increased competition;

our ability to utilize the recently acquired LNG vessels in a new service offering after the expiry of the
current time-charter in April 2009;

the expected impact of International Maritime Organization and other regulations, as well as our expected
compliance with such regulations and the cost thereof;

the expected lifespans of our vessels;
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the expected impact of heightened environmental and quality concerns of insurance underwriters, regulators
and charterers;

the growth of the global economy and global oil demand;
our exemption to tax on our U.S. source international transportation income;

results of our discussions with a customer to adjust the rate under one of our floating production, storage and
offloading contracts and the potential of a required write-down of the carrying cost of the vessel and related
goodwill;

our ability to competitively pursue new floating production, storage and offloading projects; and

our competitive positions in the shuttle tanker market and in the Aframax and Suezmax tanker market.

Forward-looking statements include, without limitation, any statement that may predict, forecast, indicate or imply
future results, performance or achievements, and may contain the words believe, anticipate, expect, estimate, project,
will be, will continue, will likely result, or words or phrases of similar meanings. These statements 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 Item 3: Key Information Risk Factors
and other factors detailed from time to time in other reports we file with the SEC.
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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 other 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 Advisors

Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information

Selected Financial Data

Set forth below is selected consolidated financial and other data of Teekay Corporation together with its subsidiaries
(sometimes referred to as Teekay, the Company, we or us ), for fiscal years 2007, 2006, 2005, 2004 and 2003, wi
have been derived from our consolidated financial statements. The data below should be read in conjunction with the
consolidated financial statements and the notes thereto and the Report of Independent Registered Public Accounting
Firm therein with respect to fiscal years 2007, 2006 and 2005 (which are included herein) and Item 5. Operating and
Financial Review and Prospects.

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

2007 2006 2005 2004 2003
(in thousands, except share data and ratios)

Income Statement Data:
Revenues 2,406,622 2,013,306 1,954,618 2,219,238 1,576,095
Total operating expenses (1) (2,008,718) (1,591,457) (1,322,842) (1,398,052) (1,283,131)
Income from vessel
operations 397,904 421,849 631,776 821,186 292,964
Interest expense (287,558) (171,643) (132,428) (121,518) (80,999)
Interest income 82,158 56,224 33,943 18,528 3,921
Foreign exchange (loss) gain (22,106) (45,382) 59,810 (42,704) (3,855)
Minority interest expense (9,663) (441) (16,628) (2,268) (3,339)
Other net 20,516 1,637 (5,573) 84,216 (31,328)
Net income 181,251 262,244 570,900 757,440 177,364
Per Common Share Data:
Net income  basié? $ 2.47 $ 3.58 $ 7.30 $ 9.14 $ 2.22
Net income  diluted® 2.43 3.49 6.83 8.63 2.18
Cash dividends declared @ 0.9875 0.8600 0.6200 0.5125 0.4475
Balance Sheet Data (at end
of year):
Cash and cash equivalents $ 442,673 $ 343,914 $ 236,984 $ 427,037 $ 387,795
Restricted cash 686,196 679,992 311,084 448,812 2,672
Vessels and equipment 6,846,875 5,308,068 3,721,674 3,531,287 2,574,860
Total assets 10,060,153 7,733,476 5,294,100 5,503,740 3,588,044
Total debt (including capital
lease obligations) 5,760,270 3,719,683 2,432,978 2,744,545 1,636,758
Capital stock and additional
paid in capital 628,786 596,712 471,784 534,938 492,653
Total stockholders equity 2,687,870 2,528,222 2,236,542 2,237,358 1,651,827

Table of Contents



Number of outstanding
shares of common stock @

Other Financial Data:
Net revenues )

Net operating cash flow
Total debt to total
capitalization ) )

Net debt to total net
capitalization ) (©)
Capital expenditures:
Vessel and equipment
purchases, gross (7 $

(1) Total operating
expenses
include (gain) /
loss on sale of
vessels and
equipment net
of write-downs,
and
restructuring
charges as
follows:

(Gain) / loss on sale of vessels and
equipment net of write-downs
Restructuring charges

72,772,529

$ 1,878,442
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72,831,923 71,375,593

$ 1,491,189
520,785

$ 1,535,449

255,018 594,949

64.2% 55.5% 49.1%

59.0% 47.5% 42.8%

910,304

<+

442,470 $ 555,142

2007 2006 2005

(in thousands)

$ (18,630) $ (1,341

8,929 2,882

(18,630) 7,588

$ (139,184)

(136,302)

82,

951,275

$ 1,786,843

$

$

814,704
54.9%

45.3%

548,587

2004

(79,254)
1,002

(78,252)

81,222,350

$ 1,181,439

$

$

455,575
49.5%

44.5%

372,433

2003

90,389
6,383

96,772
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3)

On May 17,
2004, we
effected a
two-for-one
stock split
relating to our
common stock.
All relevant per
share data and
number of
outstanding
shares of
common stock
give effect to
this stock split
retroactively.

Consistent with
general practice
in the shipping
industry, we use
net revenues
(defined as
revenues less
voyage
expenses) as a
measure of
equating
revenues
generated from
voyage charters
to revenues
generated from
time-charters,
which assists us
in making
operating
decisions about
the deployment
of our vessels
and their
performance.
Under
time-charters
the charterer
pays the voyage
expenses, which
are all expenses
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unique to a
particular
voyage,
including any
bunker fuel
expenses, port
fees, cargo
loading and
unloading
expenses, canal
tolls, agency
fees and
commissions,
whereas under
voyage-charter
contracts the
ship-owner pays
these expenses.
Some voyage
expenses are
fixed, and the
remainder can
be estimated. If
we, as the
ship-owner, pay
the voyage
expenses, we
typically pass
the approximate
amount of these
expenses on to
our customers
by charging
higher rates
under the
contract or
billing the
expenses to
them. As a
result, although
revenues from
different types
of contracts may
vary, the net
revenues after
subtracting
voyage
expenses, which
we call net
revenues, are
comparable
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across the
different types
of contracts. We
principally use
net revenues, a
non-GAAP
financial
measure,
because it
provides more
meaningful
information to
us than
revenues, the
most directly
comparable
GAAP financial
measure. Net
revenues are
also widely used
by investors and
analysts in the
shipping
industry for
comparing
financial
performance
between
companies and
to industry
averages. The
following table
reconciles net
revenues with

revenues.
2007
Revenues $ 2,406,622
Voyage expenses (528,180)
Net revenues 1,878,442
(4) Total
capitalization

represents total
debt, minority
interest and total
stockholders
equity.
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2006

$ 2,013,306
(522,117)

1,491,189

2005
(in thousands)
$ 1,954,618
(419,169)

1,535,449

2004

$ 2,219,238
(432,395)

1,786,843

2003

$ 1,576,095
(394,656)

1,181,439
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(5) Until
February 16,
2006, we had
$143.7 million
of Premium
Equity
Participating
Security Units
due May 18,
2006 (or Equity
Units)
outstanding. If
these Equity
Units were
presented as
equity, our total
debt to total
capitalization
would have
been 46.2%,
52.1% and
45.2% as of
December 31,
2005, 2004 and
2003,
respectively,
and our net debt
to total
capitalization
would have
been 39.5%,
41.9% and
39.8% as of
December 31,
2005, 2004 and
2003,
respectively.
We believe that
this presentation
as equity for the
purposes of
these
calculations is
consistent with
the requirement
that each Equity
Unit holder
purchase for
$25 a specified
fraction of a
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share of our
common stock
on February 16,
2006.

(6) Net debt
represents total
debt less cash,
cash
equivalents,
restricted cash
and short-term
marketable
securities. Total
net
capitalization
represents net
debt, minority
interest and total
stockholders
equity.

(7) Excludes

vessels

purchased in

connection with

our acquisitions

of Navion AS in

2003, Teekay

Shipping Spain

S.L. (or Teekay

Spain) in 2004,

Teekay Petrojarl

ASA (or

Petrojarl) in

2006, and 50%

of OMI

Corporation (or

OM]) in 2007.

Please read

Item 5

Operating and

Financial

Review and

Prospects.
Risk Factors
The cyclical nature of the tanker industry may lead to volatile changes in charter rates, which may adversely affect
our earnings .
Historically, the tanker industry has been cyclical, experiencing volatility in profitability due to changes in the supply
of, and demand for, tanker capacity and changes in the supply of and demand for oil and oil products. If the tanker
market is depressed, our earnings may decrease, particularly with respect to our spot tanker segment, which accounted
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for approximately 34% and 42% of our net revenues during 2007 and 2006, respectively. The cyclical nature of the
tanker industry may cause significant increases or decreases in the revenue we earn from our vessels and may also
cause significant increases or decreases in the value of our vessels. The factors affecting the supply of and demand for
tankers are outside of our control, and the nature, timing and degree of changes in industry conditions are
unpredictable.
Factors that influence demand for tanker capacity include:

demand for oil and oil products;

supply of oil and oil products;

regional availability of refining capacity;

global and regional economic conditions;

the distance oil and oil products are to be moved by sea; and

changes in seaborne and other transportation patterns.
Factors that influence the supply of tanker capacity include:

the number of newbuilding deliveries;

the scrapping rate of older vessels;

conversion of tankers to other uses;

the number of vessels that are out of service; and

environmental concerns and regulations.
Changes in demand for transportation of oil over longer distances and in the supply of tankers to carry that oil may
materially affect our revenues, profitability and cash flows.

Table of Contents 15



Edgar Filing: TEEKAY CORP - Form 20-F

Table of Contents

Changes in the oil and natural gas markets could result in decreased demand for our vessels and services.

Demand for our vessels and services in transporting oil, petroleum products and liquefied natural gas (or LNG) will
depend upon world and regional oil and natural gas markets. Any decrease in shipments of oil, petroleum products or
LNG in those markets could have a material adverse effect on our business, financial condition and results of
operations. Historically, those markets have been volatile as a result of the many conditions and events that affect the
price, production and transport of oil, petroleum products and LNG, and competition from alternative energy sources.
A slowdown of the U.S. and world economies may result in reduced consumption of oil, petroleum products and
natural gas and a decreased demand for our vessels and services, which would reduce vessel earnings.

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

Terrorist attacks, the current conflicts in Iraq and Afghanistan, and other current and future conflicts may adversely
affect our business, operating results, financial condition, and ability to raise capital or future growth. Continuing
hostilities in the Middle East may lead to additional armed conflicts or to further acts of terrorism and civil
disturbance in the United States or elsewhere, which may contribute further to economic instability and disruption of
oil, LNG and liquefied petroleum gas (or LPG) production and distribution, which could result in reduced demand for
our services. In addition, oil, LNG and LPG facilities, shipyards, vessels, pipelines and oil and gas fields could be
targets of future terrorist attacks. Any such attacks could lead to, among other things, bodily injury or loss of life,
vessel or other property damage, increased vessel operational costs, including insurance costs, and the inability to
transport oil, LNG and LPG to or from certain locations. Terrorist attacks, war or other events beyond our control that
adversely affect the distribution, production or transportation of oil, LNG or LPG to be shipped by us could entitle our
customers to terminate charter contracts, which could harm our cash flow and our business.

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

Because our operations are primarily conducted outside of the United States, they may be affected by economic,
political and governmental conditions in the countries where we are engaged in business or where our vessels are
registered. Any disruption caused by these factors could harm our business. In particular, changing laws and policies
affecting trade, investment and changes in tax regulations could have a materially adverse effect on our business, cash
flow and financial results. As well, we derive a substantial portion of our revenues from shipping oil, LNG and LPG
from politically unstable regions. Past political conflicts in these regions, particularly in the Arabian Gulf, have
included attacks on ships, mining of waterways and other efforts to disrupt shipping in the area. Future hostilities or
other political instability in the Arabian Gulf or other regions where we operate or may operate could have a material
adverse effect on the growth of our business, results of operations and financial condition. In addition, tariffs, trade
embargoes and other economic sanctions by the United States, Spain or other countries against countries in the Middle
East, Southeast Asia or elsewhere as a result of terrorist attacks, hostilities or otherwise may limit trading activities
with those countries, which could also harm our business. Finally, a government 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 business, cash flow and financial results.

Our dependence on spot voyages may result in significant fluctuations in the utilization of our vessels and our
profitability.

During 2007 and 2006, we derived approximately 34% and 42%, respectively, of our net revenues from the vessels in
our spot tanker segment. Our spot tanker segment consists of conventional crude oil tankers and product carriers
operating on the spot market or subject to time-charters, or contracts of affreightment priced on a spot-market basis or
short-term fixed-rate contracts. We consider contracts that have an original term of less than three years in duration to
be short-term. Part of our conventional Aframax and Suezmax tanker fleets and our large and small product tanker
fleets are among the vessels included in our spot tanker segment. Our shuttle tankers may also trade in the spot market
when not otherwise committed to perform under time-charters or contracts of affreightment. Due to our dependence
on the spot-charter market, declining charter rates in a given period generally will result in corresponding declines in
operating results for that period.
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The spot-charter market is highly volatile and fluctuates based upon tanker and oil supply and demand. The successful
operation of our vessels in the spot-charter market depends upon, among other things, obtaining profitable spot
charters and minimizing, to the extent possible, time spent waiting for charters and time spent traveling unladen to
pick up cargo. In the past, there have been periods when spot rates have declined below the operating cost of vessels.
Future spot rates may decline significantly and may not be sufficient to enable our vessels trading in the spot market
to operate profitably or to provide sufficient cash flow to service our debt obligations.
Reduction in oil produced from offshore oil fields could harm our shuttle tanker and FPSO businesses.
As at December 31, 2007, we had 40 vessels operating in our shuttle tanker fleet and four floating production, storage
and offloading (or FPSO) units operating in our FPSO fleet. A majority of our shuttle tankers and all of our FPSOs
earn revenue that depends upon the volume of oil we transport or the volume of oil produced from offshore oil fields.
Oil production levels are affected by several factors, all of which are beyond our control, including:

geologic factors, including general declines in production that occur naturally over time;

the rate of technical developments in extracting oil and related infrastructure and implementation costs; and

operator decisions based on revenue compared to costs from continued operations.
Factors that may affect an operator s decision to initiate or continue production include: changes in oil prices; capital
budget limitations; the availability of necessary drilling and other governmental permits; the availability of qualified
personnel and equipment; the quality of drilling prospects in the area; and regulatory changes. In addition, the volume
of oil we transport may be adversely affected by extended repairs to oil field installations or suspensions of field
operations as a result of oil spills, operational difficulties, strikes, employee lockouts or other labor unrest. The rate of
oil production at fields we service may decline from existing or future levels, and may be terminated, all of which
could harm our business and operating results. In addition, if such a reduction or termination occurs, the spot market
rates, if any, 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 earned by the vessels under contracts of affreightment, which would also harm our
business and operating results.
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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 prior to being redeployed to a new field and production service
agreement. Unless extended, certain of our FPSO production service agreements will expire during the next 10 years.
Our clients may also terminate certain of our FPSO production service agreements 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 duration of many of our shuttle tanker and FSO contracts is the life of the relevant oil field or is subject to
extension by the field operator or vessel charterer. If the oil field no longer produces oil or is abandoned or the
contract term is not extended, we will no longer generate revenue under the related contract and will need to seek
to redeploy affected vessels.
Many of our shuttle tanker contracts have a life-of-field duration, which means that the contract continues until oil
production at the field ceases. If production terminates for any reason, we no longer will generate revenue under the
related contract. Other shuttle tanker and floating storage and off-take (or FSO) contracts under which our vessels
operate are subject to extensions beyond their initial term. The likelihood of these contracts 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 business and operating results.
Over time, the value of our vessels may decline, which could adversely affect our operating results.
Vessel values for oil and product tankers, LNG and LPG carriers and FPSO and FSO units can fluctuate substantially
over time due to a number of different factors. Vessel values may decline substantially from existing levels. If
operation of a vessel is not profitable, or if we cannot re-deploy a chartered vessel at attractive rates upon charter
termination, 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 results
of operations 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
earnings.
Our growth depends on continued growth in demand for LNG and LPG and LNG and LPG shipping as well as
offshore oil transportation, production, processing and storage services.
A significant portion of our growth strategy focuses on continued expansion in the LNG and LPG shipping sector and
on the expansion in the shuttle tanker, FSO and FPSO sectors.
Expansion of the LNG and LPG shipping sector depends on continued growth in world and regional demand for LNG
and LPG and LNG and LPG shipping and the supply of LNG and LPG. Demand for LNG and LPG and LNG and
LPG shipping could be negatively affected by a number of factors, such as increases in the costs of natural gas derived
from LNG relative to the cost of natural gas generally, increases in the production of natural gas in areas linked by
pipelines to consuming areas, increases in the price of LNG and LPG relative to other energy sources, the availability
of new energy sources, and negative global or regional economic or political conditions. Reduced demand for LNG or
LPG and LNG or LPG shipping would have a material adverse effect on future growth of our liquefied gas segment,
and could harm that segment s results. Growth of the LNG and LPG markets may be limited by infrastructure
constraints and community and environmental group resistance to new LNG and LPG infrastructure over concerns
about the environment, safety and terrorism. If the LNG or LPG supply chain is disrupted or does not continue to
grow, or if a significant LNG or LPG explosion, spill or similar incident occurs, it could have a material adverse effect
on growth and could harm our business, results of operations and financial condition.
Expansion of the shuttle tanker, FSO and FPSO sectors 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-oil
pipelines to oil 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 regional economic or political conditions, particularly in oil consuming regions, which
could reduce energy consumption or its growth.
Reduced demand for offshore marine transportation, production, processing or storage services would have a material
adverse effect on our future growth and could harm our business, results of operations and financial condition.
The intense competition in our markets may lead to reduced profitability or expansion opportunities.
Our vessels operate in highly competitive markets. Competition arises primarily from other vessel owners, including
major oil companies and independent companies. We also compete with owners of other size vessels. Our market
share is insufficient to enforce any degree of pricing discipline in the markets in which we operate and our competitive
position may erode in the future. Any new markets that we enter could include participants that have greater financial
strength and capital resources than we have. We may not be successful in entering new markets.
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One of our objectives is to enter into additional long-term, fixed-rate time-charters for our LNG and LPG carriers,
shuttle tankers, FSO and FPSO units. The process of obtaining new long-term time-charters is highly competitive and
generally involves an intensive screening process and competitive bids, and often extends for several months. We
expect substantial competition for providing services for potential LNG, LPG, shuttle tanker, FSO and FPSO projects
from a number of experienced companies, including state-sponsored entities and major energy companies. Some of
these competitors have greater experience in these markets and greater financial resources than do we. We anticipate
that an increasing number of marine transportation companies, including many with strong reputations and extensive
resources and experience will enter the LNG and LPG transportation, shuttle tanker, FSO and FPSO sectors. This
increased competition may cause greater price competition for time-charters. As a result of these factors, we may be
unable to expand our relationships with existing customers or to obtain new customers on a profitable basis, if at all,
which would have a material adverse effect on our business, results of operations and financial condition.
The loss of any key customer could result in a significant loss of revenue in a given period.
We have derived, and believe that we will continue to derive, a significant portion of our revenues from a limited
number of customers. One customer accounted for 20%, or $472.3 million, of our consolidated revenues during 2007
(15% or $307.9 million 2006 and 20% or $392.2 million  2005). The loss of any significant customer or a substantial
decline in the amount of services requested by a significant customer could have a material adverse effect on our
business, financial condition and results of operations.
Our substantial debt levels may limit our flexibility in obtaining additional financing and in pursuing other
business opportunities
As of December 31, 2007, our consolidated debt and capital lease obligations totaled $5.8 billion and we had the
capacity to borrow an additional $1.3 billion under our credit facilities. These facilities may be used by us for general
corporate purposes. Our consolidated debt and capital lease obligations could increase substantially. We will continue
to have the ability to incur additional debt, subject to limitations in our credit facilities. Our level of debt could have
important consequences to us, including:

our ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions

or other purposes may be impaired or such financing may not be available on favorable terms;

we will need a substantial portion of our cash flow to make principal and interest payments on our debt,

reducing the funds that would otherwise be available for operations, future business opportunities and

dividends to stockholders;

our debt level may make us more vulnerable than our competitors with less debt to competitive pressures or

a downturn in our industry or the economy generally; and

our debt level may limit our flexibility in responding to changing business and economic conditions.
Our ability to service our debt will depend upon, among other things, our future financial and operating performance,
which will be affected by prevailing economic conditions and financial, business, regulatory and other factors, some
of which are beyond our control. If our operating results are not sufficient to service our current or future
indebtedness, we will be forced to take actions such as reducing distributions, reducing or delaying our business
activities, acquisitions, investments or capital expenditures, selling assets, restructuring or refinancing our debt, or
seeking additional equity capital or bankruptcy protection. We may not be able to effect any of these remedies on
satisfactory terms, or at all.
Financing agreements containing operating and financial restrictions may restrict our business and financing
activities.
The operating and financial restrictions and covenants in our revolving credit facilities, term loans and in any of our
future financing agreements could adversely affect our ability to finance future operations or capital needs or to pursue
and expand our business activities. For example, these financing arrangements restrict our ability to:

pay dividends;

incur or guarantee indebtedness;

change ownership or structure, including mergers, consolidations, liquidations and dissolutions;
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grant liens on our assets;
sell, transfer, assign or convey assets;
make certain investments; and

enter into a new line of business.
Our ability to comply with covenants and restrictions contained in debt instruments may be affected by events beyond
our control, including prevailing economic, financial and industry conditions. If market or other economic conditions
deteriorate, we may fail to comply with these covenants. If we breach any of the restrictions, covenants, ratios or tests
in the financing agreements, our obligations may become immediately
due and payable, and the lenders commitment, if any, to make further loans may terminate. A default under financing
agreements could also result in foreclosure on any of our vessels and other assets securing related loans.
Our operations are subject to substantial environmental and other regulations, which may significantly increase
our expenses.
Our operations are affected by extensive and changing international, 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 governing 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 pollution. 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. We expect to incur substantial expenses in complying with these laws and regulations,
including expenses for vessel modifications and changes in operating procedures.
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These requirements can affect the resale value or useful lives of our vessels, require 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 international treaties and conventions, we could incur material
liabilities, including cleanup obligations, in the event that there is a release of petroleum or other hazardous substances
from our vessels or otherwise in connection with our operations. We could also 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.
The United States Oil Pollution Act of 1990 (or OPA 90), for instance, allows for potentially unlimited liability for
owners, operators and bareboat charterers for oil pollution and related damages in U.S. waters, which include the U.S.
territorial sea and the 200-nautical mile exclusive economic zone around the United States, without regard to fault of
such owners, operators and bareboat charterers. OPA 90 expressly permits individual states to impose their own
liability regimes with regard to hazardous materials and oil pollution incidents occurring within their boundaries.
Coastal states in the United States have enacted pollution prevention liability and response laws, many providing for
unlimited liability. Similarly, the International Convention on Civil Liability for Oil Pollution Damage, 1969, as
amended, which has been adopted by many countries outside of the United States, imposes liability for oil pollution in
international waters. In addition, in complying with OPA 90, regulations of the International Maritime Organization
(or IMO), European Union directives and other existing laws and regulations and those that may be adopted,
ship-owners may incur significant additional costs in meeting new maintenance and inspection requirements, in
developing contingency arrangements for potential spills and in obtaining insurance coverage.
OPA 90 does not preclude claimants from seeking damages for the discharge of oil and hazardous substances under
other applicable law, including maritime tort law. Such claims could include attempts to characterize seaborne
transportation of LNG or LPG as an ultra-hazardous activity, which attempts, if successful, would lead to our being
strictly liable for damages resulting from that activity.
Various jurisdictions are considering regulating the management of ballast water to prevent the introduction of
non-indigenous species considered to be invasive. For example, the United States Clean Water Act 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. Certain exemptions promulgated by the Environmental Protection Agency (or EPA)
under the Clean Water Act allow vessels in U.S. ports to discharge certain substances, including ballast water, without
obtaining a permit to do so. However, a U.S. district court has invalidated the exemption. If the EPA does not
successfully appeal the district court decision, we may be
subject to ballast water treatment obligations that could increase the costs of operating in the United States.
In addition to international regulations affecting oil tankers generally, countries having jurisdiction over North Sea
areas also impose regulatory requirements applicable to operations in those areas. Operators of North Sea oil fields
impose further requirements. As a result, we must make significant expenditures for sophisticated equipment,
reporting and redundancy systems on its shuttle tankers. 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 or
other regions in which we operate or may operate in the future.
We may be unable to make or realize expected benefits from acquisitions, and implementing our strategy of growth
through acquisitions may harm our financial condition and performance.
A principal component of our strategy is to continue to grow by expanding our business both in the geographic areas
and markets where we have historically focused as well as into new geographic areas, market segments and services.
We may not be successful in expanding our operations and any expansion may not be profitable. Our strategy of
growth through acquisitions involves business risks commonly encountered in acquisitions of companies, including:
interruption of, or loss of momentum in, the activities of one or more of an acquired company s businesses
and our businesses;
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additional demands on members of our senior management while integrating acquired businesses, which

would decrease the time they have to manage our existing business, service existing customers and attract

new customers;

difficulties in integrating the operations, personnel and business culture of acquired companies;

difficulties of coordinating and managing geographically separate organizations;

adverse effects on relationships with our existing suppliers and customers, and those of the companies

acquired;

difficulties entering geographic markets or new market segments in which we have no or limited experience;

and

loss of key officers and employees of acquired companies.
Acquisitions may not be profitable to us at the time of their completion and may not generate revenues sufficient to
justify our investment. In addition, our acquisition growth strategy exposes us to risks that may harm our results of
operations and financial condition, including risks that we may: fail to realize anticipated benefits, such as
cost-savings, revenue and cash flow enhancements and earnings accretion; decrease our liquidity by using a
significant portion of our available cash or borrowing capacity to finance acquisitions; incur additional indebtedness,
which may result in significantly increased interest expense or financial leverage, or issue additional equity securities
to finance acquisitions, which may result in significant shareholder dilution; incur or assume unanticipated liabilities,
losses or costs associated with the business acquired; or incur other significant charges, such as impairment of
goodwill or other intangible assets, asset devaluation or restructuring charges.
The strain that growth places upon our systems and management resources may harm our business.
Our growth has placed and will continue to place significant demands on our management, operational and financial
resources. As we expand our operations, we must effectively manage and monitor operations, control costs and
maintain quality and control in geographically dispersed markets. In addition, our three publicly listed subsidiaries
have increased our complexity and placed additional demands on our management. Our future growth and financial
performance will also depend on our ability to recruit, train, manage and motivate our employees to support our
expanded operations and continue to improve our customer support, financial controls and information systems.
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These efforts may not be successful and may not occur in a timely or efficient manner. Failure to effectively manage
our growth and the system and procedural transitions required by expansion in a cost-effective manner could have a
material adverse affect on our business.
Our insurance may not be sufficient to cover losses that may occur to our property or as a result of our operations.
The operation of oil and product tankers, LNG and LPG carriers, FSO and FPSO units is inherently risky. Although
we carry hull and machinery (marine and war risk) and protection and indemnity insurance, all risks may not be
adequately insured against, and any particular claim may not be paid. In addition, we do not generally carry insurance
on our vessels covering the loss of revenues resulting from vessel off-hire time based on its cost compared to our
off-hire experience. 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 of our insurance coverage is maintained through mutual protection and indemnity associations and as
a member of such associations we may be required to make additional payments over and above budgeted premiums
if member claims exceed association reserves.
We may be unable to procure adequate insurance coverage at commercially reasonable rates in the future. For
example, more stringent environmental regulations have led in the past to increased costs for, and in the future may
result in the lack of availability of, insurance against risks of environmental damage or pollution. A catastrophic oil
spill or marine disaster could result in losses that exceed our insurance coverage, which could harm our business,
financial condition and operating results. Any uninsured or underinsured loss could harm our business and financial
condition. In addition, our insurance may be voidable by the insurers as a result of certain of our actions, such as our
ships failing to maintain certification with applicable maritime self-regulatory organizations.
Changes in the insurance markets attributable to terrorist attacks may also make certain types of insurance more
difficult for us to obtain. In addition, the insurance that may be available may be significantly more expensive than our
existing coverage.
Marine transportation is inherently risky, and an incident involving significant loss of or environmental
contamination by any of our vessels could harm our reputation and business.
Our vessels and their cargoes are at risk of being damaged or lost because of events such as:

marine disaster;

bad weather;

mechanical failures;

grounding, fire, explosions and collisions;

piracy;

human error; and

war and terrorism.
An accident involving any of our vessels could result in any of the following:

death or injury to persons, loss of property or environmental damage or pollution;

delays in the delivery of cargo;

loss of revenues from or termination of charter contracts;

governmental fines, penalties or restrictions on conducting business;

higher insurance rates; and

damage to our reputation and customer relationships generally.
Any of these results could have a material adverse effect on our business, financial condition and operating results.
Our operating results are subject to seasonal fluctuations.
We operate our conventional tankers in markets that have historically exhibited seasonal variations in demand and,
therefore, in charter rates. This seasonality may result in quarter-to-quarter volatility in our results of operations.
Tanker markets are typically stronger in the winter months as a result of increased oil consumption in the northern
hemisphere. In addition, unpredictable weather patterns in these months tend to disrupt vessel scheduling, which
historically has increased oil price volatility and oil trading activities in the winter months. As a result, our revenues
have historically been weaker during the fiscal quarters ended June 30 and September 30, and stronger in our fiscal
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quarters ended March 31 and December 31.

Due to harsh winter weather conditions, oil field operators in the North Sea typically schedule oil platform and other
infrastructure repairs and maintenance during the summer months. Because the North Sea is our primary existing
offshore oil market, this seasonal repair and maintenance activity contributes to quarter-to-quarter volatility in our
results of operations, as oil production typically is lower in the fiscal quarters ended June 30 and September 30 in this
region compared with production in the fiscal quarters ended March 31 and December 31. Because a significant
portion of our North Sea shuttle tankers operate under contracts of affreightment, under which revenue is based on the
volume of oil transported, the results of our shuttle tanker operations in the North Sea under these contracts generally
reflect this seasonal production pattern. When we redeploy affected shuttle tankers as conventional oil tankers while
platform maintenance and repairs are conducted, the overall financial results for our North Sea shuttle tanker
operations may be negatively affected if the rates in the conventional oil tanker markets are lower than the contract of
affreightment rates. In addition, we seek to coordinate some of the general drydocking schedule of our fleet with this
seasonality, which may result in lower revenues and increased drydocking expenses during the summer months.
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We expend substantial sums during construction of newbuildings and the conversion of tankers to FPSOs or FSOs
without earning revenue and without assurance that they will be completed.

We are typically required to expend substantial sums as progress payments during construction of a newbuilding, but
we do not derive any revenue from the vessel until after its delivery. In addition, under some of our time-charters if
our delivery of a vessel to a customer is delayed, we may be required to pay liquidated damages in amounts equal to
or, under some charters, almost double the hire rate during the delay. For prolonged delays, the customer may
terminate the time-charter and, in addition to the resulting loss of revenues, we may be responsible for additional
substantial liquidated charges.

If we were unable to obtain financing required to complete payments on any of our newbuilding orders, we could
effectively forfeit all or a portion of the progress payments previously made. As of December 31, 2007, we had 30
newbuildings on order with deliveries scheduled between January 2008 and January 2012. As of December 31, 2007,
progress payments made towards these newbuildings, excluding payments made by our joint venture partners, totaled
$826.1 million.

In addition, conversion of tankers to FPSOs and FSOs expose us to a numbers of risks, including lack of shipyard
capacity and the difficulty of completing the conversion in a timely and cost effective manner. During conversion of a
vessel, we do not earn revenue from it. In addition, conversion projects may not be successful.

We make substantial capital expenditures to expand the size of our fleet. We generally are required to make
significant installment payments for acquisitions of newbuilding vessels prior to their delivery and generation of
revenue. Depending on whether we finance our expenditures through cash from operations or by issuing debt or
equity securities, our financial leverage could increase, limiting our ability to pursue other business opportunities.
We regularly evaluate and pursue opportunities to provide the marine transportation requirements for various projects,
and we have currently submitted bids to provide transportation solutions for LNG and LPG projects. We may submit
additional bids from time to time. The award process relating to LNG and LPG transportation opportunities typically
involves various stages and takes several months to complete. If we bid on and are awarded contracts relating to any
LNG and LPG project, we will need to incur significant capital expenditures to build the related LNG and LPG
carriers.

To fund the remaining portion of existing or future capital expenditures, we will be required to use cash from
operations or incur borrowings or raise capital through the sale of debt or additional equity securities. Our ability to
obtain bank financing or to access the capital markets for future offerings may be limited by our financial condition at
the time of any such financing or offering as well as by adverse market conditions resulting from, among other things,
general economic conditions and contingencies and uncertainties that are beyond our control. Our failure to obtain the
funds for necessary future capital expenditures could have a material adverse effect on our business, results of
operations and financial condition. Even if we are successful in obtaining necessary funds, incurring additional debt
may significantly increase our interest expense and financial leverage, which could limit our financial flexibility and
ability to pursue other business opportunities.

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

Substantially all of our revenues are earned in U.S. Dollars, although we are paid in Euros, Australian Dollars,
Norwegian Kroner and British Pounds under some of our charters. A portion of our operating costs are incurred in
currencies other than U.S. Dollars. This partial mismatch in operating revenues and expenses leads to fluctuations in
net income due to changes in the value of the U.S. dollar relative to other currencies, in particular the Norwegian
Kroner, the Australian Dollar, the Canadian Dollar, the Singapore Dollar, the Japanese Yen, the British Pound and the
Euro. We also make payments under two Euro-denominated term loans. If the amount of these and other
Euro-denominated obligations exceeds our Euro-denominated revenues, we must convert other currencies, primarily
the U.S. Dollar, into Euros. An increase in the strength of the Euro relative to the U.S. Dollar would require us to
convert more U.S. Dollars to Euros to satisfy those obligations.

Because we report our operating results in U.S. Dollars, changes in the value of the U.S. Dollar relative to other
currencies also result in fluctuations of our reported revenues and earnings. Under U.S. accounting guidelines, all
foreign currency-denominated monetary assets and liabilities, such as cash and cash equivalents, accounts receivable,
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restricted cash, accounts payable, long-term debt and capital lease obligations, are revalued and reported based on the
prevailing exchange rate at the end of the period. This revaluation historically has caused us to report significant
non-monetary foreign currency exchange gains or losses each period. The primary source of these gains and losses is
our Euro-denominated term loans.

We may not be exempt from United States tax on our United States source income, which would reduce our net
income and cash flow by the amount of the applicable tax.

If we are not exempt from tax under Section 883 of the United States Internal Revenue Code, the shipping income
derived from the United States sources attributable to our subsidiaries transportation of cargoes to or from the United
States will be subject to U.S. federal income tax. If our subsidiaries were subject to such tax, our net income and cash
flow would be reduced by the amount of such tax. Currently, we claim an exemption under Section 8§83. We cannot
give any assurance that future changes and shifts in ownership of our stock will not preclude us from being able to
satisfy an exemption under Section 883.

In 2007 and 2006, approximately 15.6% and 17.4%, respectively, of our gross shipping revenues were derived from
U.S. sources attributable to the transportation of cargoes to or from the United States. The average U.S. federal
income tax on such U.S. source income, in the absence of an exemption under Section 883, would have been 4%, or
approximately $7.5 million and $7.0 million, respectively, for 2007 and 2006.

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

A significant portion of our seafarers are employed under collective bargaining agreements. We may become subject
to additional labor agreements in the future. We may suffer to labor disruptions if relationships deteriorate with the
seafarers or the unions that represent them. Our 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 may increase our cost of operation. In certain cases, these
negotiations have caused labor disruptions in the past and any future labor disruptions could harm our operations and
could have a material adverse effect on our business, results of operations and financial condition.
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We may be unable to attract and retain qualified, skilled employees or crew necessary to operate our business.

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 employees with specialized training who can perform physically demanding
work. Competition to attract and retain qualified crew members is intense. We expect crew costs to increase in 2008.
If we are not able to increase our rates to compensate for any crew cost increases, our financial condition and results
of operations may be adversely affected. 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.

Maritime claimants could arrest our vessels, which could interrupt our cash flow.

Crew members, suppliers of goods and services to a vessel, shippers of cargo and other parties may be entitled to a
maritime lien against that vessel for unsatisfied debts, claims or damages. In many jurisdictions, a maritime lienholder
may enforce its lien by arresting a vessel through foreclosure proceedings. The arrest or attachment of one or more of
our vessels could interrupt our cash flow and require us to pay large sums of funds to have the arrest or attachment
lifted. In addition, in some jurisdictions, such as South Africa, under the sister ship theory of liability, a claimant may
arrest both the vessel that is subject to the claimant s maritime lien and any associated vessel, which is any vessel
owned or controlled by the same owner. Claimants could try to assert sister ship liability against one vessel in our fleet
for claims relating to another of our ships.

Item 4. Information on the Company

A. Overview, History and Development

Overview

We are a leading provider of international crude oil and petroleum product transportation services. Over the past five
years, we have undergone a major transformation from being primarily an owner of ships in the cyclical spot tanker
business to being a growth-oriented asset manager in the Marine Midstream sector. This transformation has included
the expansion into the liquefied natural gas (or LNG) shipping sector through our publicly-listed subsidiary, Teekay
LNG Partners L.P. (NYSE: TGP) (or Teekay LNG), and further growth of our operations in the offshore production,
storage and transportation sector through our publicly-listed subsidiary, Teekay Offshore Partners L.P. (NYSE: TOO)
(or Teekay Offshore) and through our acquisition of a 65% interest in Teekay Petrojarl ASA (or Petrojarl). With a
fleet of over 200 vessels, offices in 16 countries and 6,400 seagoing and shore-based employees, Teekay provides
comprehensive marine services to the world s leading oil and gas companies, helping them seamlessly link their
upstream energy production to their downstream processing operations. Our goal is to create the industry s leading
asset management company, focused on the Marine Midstream sector.

Our offshore segment includes our shuttle tanker operations, floating storage and off-take (or F'SO) units, and our
floating production, storage and offloading (or FPSO) units, which primarily operate under long-term fixed-rate
contracts. As of December 31, 2007, our shuttle tanker fleet (including orderbook), which had a total cargo capacity of
approximately 5.3 million deadweight tones (or dwt), represented approximately 66% of the total tonnage of the world
shuttle tanker fleet. Please read Item 4 Information on the Company: Our Fleet.

Our liquefied gas segment includes our LNG and LPG carriers. All of our LNG and LPG carriers are subject to
long-term, fixed-rate time-charter contracts. As of December 31, 2007, this fleet, including newbuildings, had a total
cargo carrying capacity of approximately 3.0 million cubic meters. Please read Item 4 Information on the Company:
Our Fleet.

Our spot tanker segment includes our conventional crude oil tankers and product carriers operating on the spot market
or subject to time-charters or contracts of affreightment priced on a spot-market basis or short-term fixed-rate
contracts (contracts with an initial term of less than three years). As of December 31, 2007, our Aframax tankers in
this segment, which had a total cargo capacity of approximately 4.0 million dwt, represented approximately 5% of the
total tonnage of the world Aframax fleet. Please read Item 4 Information on the Company: Our Fleet.

Our fixed-rate tanker segment includes our conventional crude oil and product tankers on long-term fixed-rate
time-charter contracts. Please read Item 4 Information on the Company: Our Fleet .

The Teekay organization was founded in 1973. We are incorporated under the laws of the Republic of The Marshall
Islands as Teekay Corporation and maintain our principal executive headquarters at 4t floor, Belvedere Building, 69
Pitts Bay Road, Hamilton, HM 08, Bermuda. Our telephone number at such address is (441) 298-2530. Our principal
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operating office is located at Suite 2000, Bentall 5, 550 Burrard Street, Vancouver, British Columbia, Canada, V6C
2K2. Our telephone number at such address is (604) 683-3529.

Recent Business Acquisitions

Acquisition of 50% of OMI Corporation

On June 8, 2007, we and A/S Dampskibsselskabet TORM (or TORM) acquired, through a jointly owned subsidiary,
all of the outstanding shares of OMI Corporation (or OMI). Our 50% share of the acquisition price was approximately
$1.1 billion, including approximately $0.2 billion of assumed indebtedness. We funded our portion of the acquisition
with a combination of cash and borrowings under existing revolving credit facilities and a new $700 million credit
facility.

OMI was an international owner and operator of tankers, with a total fleet of approximately 3.5 million dwt and
comprised of 13 Suezmax tankers (seven of which it owned and six of which were chartered-in) and 32 product
tankers, 28 of which it owned and four of which were chartered-in. In addition, OMI had two product tankers under
construction, which are scheduled for delivery in 2009.
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We and TORM divided most of OMI s assets equally between the two companies in August 2007. We acquired seven
Suezmax tankers, three Medium-Range product tankers and three Handysize product tankers. We also assumed OMI s
in-charters of an additional six Suezmax tankers and OMI s third-party asset management business (principally the
Gemini pool). We and TORM will continue to hold two Medium-Range product tankers jointly in OMI, as well as
two Handysize product tanker newbuildings scheduled to deliver in 2009. The parties intend to divide these remaining
assets equally in due course.

Acquisition of Petrojarl ASA

During 2006, we acquired 64.5% of the outstanding shares of Petrojarl ASA (or Petrojarl), which is listed on the Oslo
Stock Exchange, for $536.8 million. Petrojarl is a leading independent operator of FPSO units. On December 1, 2006,
we renamed Petrojarl Teekay Petrojarl ASA. We financed our acquisition of Petrojarl through a combination of bank
financing and cash balances.

Petrojarl, based in Trondheim, Norway, has a fleet of four owned FPSO units operating under long-term service
contracts in the North Sea. To service these contracts, Petrojarl also charters-in two shuttle tankers and one FSO unit
from us. We believe that the combination of Petrojarl s offshore engineering expertise and reputation as a quality
operator of FPSOs, together with Teekay s global marine operations and extensive customer network, positions us to
competitively pursue new FPSO projects.

Public Offerings

Initial Public Offering by Teekay Tankers Ltd.

On December 18, 2007, our subsidiary Teekay Tankers Ltd. (NYSE: TNK) (or Teekay Tankers), completed its initial
public offering of 11.5 million shares of its Class A common stock at a price of $19.50 per share for net proceeds of
approximately $208.0 million. The 11.5 million shares of Class A common stock represent a 46% ownership interest
in Teekay Tankers. We own the remaining capital stock of Teekay Tankers, including Teekay Tankers outstanding
shares of Class B common stock, which entitle the holders to five votes per share, subject to a 49% aggregate Class B
Common Stock voting power maximum. Teekay Tankers owns nine Aframax tankers, which it acquired from Teekay
upon the closing of the initial public offering, and is expected to grow through the acquisition of crude oil and product
tanker assets from third parties and from us. Please read Item 18 - Financial Statements: Note 5  Public Offerings.
Initial Public Offering by Teekay Offshore Partners L.P.

On December 19, 2006, our subsidiary Teekay Offshore Partners L.P. (NYSE: TOO) (or Teekay Offshore) sold as part
of its initial public offering 8.1 million of its common units, representing limited partner interests, at $21.00 per unit
for net proceeds of $155.3 million. Teekay Offshore owns 26% of Teekay Offshore Operating L.P. (or OPCO),
including its 0.01% general partner interest. OPCO owns and operates a fleet of 36 of our shuttle tankers (including 12
chartered-in vessels), four of our FSO vessels, and nine of our conventional Aframax tankers. In addition, Teekay
Offshore has direct ownership interests in two of our shuttle tankers and one of our FSOs. We directly own 74% of
OPCO and 59.8% of Teekay Offshore, including its 2% general partner interest. As a result, we effectively own
89.5% of OPCO. Please read Item 18 Financial Statements: Note 5 Public Offerings.

Public Offerings by Teekay LNG Partners L.P.

On May 10, 2005, our subsidiary Teekay LNG Partners L.P. (NYSE: TGP) (or Teekay LNG) sold as part of an initial
public offering 6.9 million of its common units at $22.00 per unit for net proceeds of $135.7 million. In
November 2005, Teekay LNG completed a follow-on public offering of 4.6 million common units at a price of $27.40
per unit, for net proceeds of $120.0 million. During May 2007, Teekay LNG Partners L.P. completed a follow-on
public offering of an additional 2.3 million of its common units at a price of $38.13 per unit, for net proceeds of
$84.2 million. We own a 67.8% interest in Teekay LNG, including its 2% general partner interest. Please read Item 18

- Financial Statements: Note 5  Public Offerings.

B. Operations

Our organization is divided into the following key areas: the offshore segment (or Teekay Navion Shuttle Tankers and
Offshore and Petrojarl), the liquefied gas segment (or Teekay Gas Services), the spot tanker segment and fixed-rate
tanker segment (collectively Teekay Tanker Services). These centers of expertise work closely with customers to
ensure a thorough understanding of our customers requirements and to develop tailored solutions.
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Teekay Navion Shuttle Tankers and Offshore and Petrojarl provides marine transportation, processing and
storage services to the offshore oil industry, including shuttle tanker, FSO and FPSO services. Our expertise
and partnerships allow us to create solutions for customers producing crude oil from offshore installations.
Teekay Gas Services provides gas transportation services, primarily under long-term fixed-rate contracts to
major energy and utility companies. These services currently include the transportation of LNG and LPG.
Teekay Tanker Services is responsible for the commercial management of our conventional crude oil and
product tanker transportation services. We offer a full range of shipping solutions through our worldwide
network of commercial offices.

Offshore Segment

The main services our offshore segment provides to customers are:
offloading and transportation of cargo from oil field installations to onshore terminals via dynamically
positioned, offshore loading shuttle tankers;
floating storage for oil field installations via FSO units; and
floating production, processing and storage services via FPSO units.

13
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Shuttle Tankers

A shuttle tanker is a specialized ship designed to transport crude oil and condensates from offshore oil 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 from oil field installations, even
in harsh weather conditions. Shuttle tankers were developed in the North Sea as an alternative to 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 in the early 1980s. Shuttle tankers are often described as floating pipelines because these vessels
typically shuttle oil from offshore 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 bareboat charter contracts
for a specific offshore oil field, where a vessel is hired for a fixed period of time, or under contracts of affreightment
for various fields, where we commit to be available to transport the quantity of cargo requested by the customer from
time to time over a specified trade route within a given period of time. The number of voyages performed under these
contracts of affreightment normally depends upon the oil production of each field. Competition for charters is based
primarily upon price, availability, the size, technical sophistication, age and condition of the vessel and the reputation
of the vessel s manager. Technical sophistication of the vessel is especially important in harsh operating environments
such as the North Sea. Although the size of the world shuttle tanker fleet has been relatively unchanged in recent
years, conventional tankers can be converted into shuttle tankers by adding specialized equipment to meet customer
requirements. Shuttle tanker demand may also be affected by the possible substitution of sub-sea pipelines to transport
oil from offshore production platforms.

As of December 31, 2007, there were approximately 74 vessels in the world shuttle tanker fleet (including
newbuildings), the majority of which operate in the North Sea. Shuttle tankers also operate in Brazil, Canada, Russia,
Australia and Africa. As of December 31, 2007, we owned 27 shuttle tankers and chartered-in an additional 13 shuttle
tankers. Other shuttle tanker owners in the North Sea include Knutsen OAS Shipping AS, JJ Ugland Group and Penny
Ugland, which as of December 31, 2007 controlled small fleets of 2 to 10 shuttle tankers each. We believe that we
have significant competitive advantages in the shuttle tanker market as a result of the quality, type and dimensions of
our vessels combined with our market share in the North Sea.

FSO Units

FSO units provide on-site storage for oil field installations that have no storage facilities or that require supplemental
storage. An FSO unit is generally used in combination with a jacked-up fixed production system, floating production
systems that do not have sufficient storage facilities or as supplemental storage for fixed platform systems, which
generally have some on-board storage capacity. An FSO unit is usually of similar design to a conventional tanker, but
has specialized loading and offtake systems required by field operators or regulators. FSO units are moored to the
seabed at a safe distance from a field installation and receive the 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 arrangement and where they are located, FSO units may or may not have
any propulsion systems. FSO units are usually conversions of older single-hull conventional oil tankers. These
conversions, which include installation of a loading and offtake system and hull refurbishment, can generally extend
the lifespan of a vessel as an FSO unit by up to 20 years over the normal conventional tanker lifespan of 25 years.

Our FSO units are generally placed on long-term, fixed-rate time-charters or bareboat charters as an integrated part of
the field development plan, which provides more stable cash flow to us. Under a bareboat charter, the customer pays a
fixed daily rate for a fixed period of time for the full use of the vessel and is responsible for all crewing, management
and navigation of the vessel and related expenses.

As of December 2007, there were approximately 86 FSO units operating and 10 FSO units on order in the world fleet.
As at December 31, 2007, we had 5 FSO units. The major markets for FSO units are Asia, the Middle East, West
Africa, South America and the North Sea. Our primary competitors in the FSO market are conventional 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 operations, management of FSO conversions and relationships with
shipyards, as well as the ability to access vessels for conversion that meet customer specifications.
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FPSO Units

FPSO units are offshore production facilities that are typically ship-shaped and store processed crude oil in tanks
located in the hull of the vessel. FPSO units are typically used as production facilities to develop marginal oil fields or
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 production systems and their extensive deck area provides flexibility in
process plant layouts. In addition, the ability to utilize surplus or aging tanker hulls for conversion 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 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, FPSOs are not fixed permanently to the
seabed but are designed to be moored at one location for long periods of time. In a typical FPSO unit installation, the
untreated wellstream is brought to the surface via subsea equipment on the sea floor that is connected to the FPSO unit
by flexible flow lines called risers. The risers carry oil, gas and water from the ocean floor to the vessel, which
processes it onboard. The resulting crude oil is stored in the hull of the vessel and subsequently 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. As of December 2007 there were approximately 131
FPSO units operating and 46 FPSO units on order in the world fleet. At December 31, 2007, we had five FPSO units,
including one on order. Most independent FPSO contractors have backgrounds in marine energy transportation, oil
field services or oil field engineering and construction. The major independent FPSO contractors are SBM Offshore,
Modec, Prosafe, BW Offshore, Sevan Marine, Bluewater and Maersk.
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During 2007, approximately 47% of our net revenues were earned by the vessels in our offshore segment, compared to
approximately 39% in 2006 and 32% in 2005. Please read Item 5 Operating and Financial Review and Prospects:
Results of Operations.

Liquefied Gas Segment

The vessels in our liquefied gas segment compete in the LNG and LPG markets. LNG carriers are usually chartered to
carry LNG pursuant to time-charter contracts with durations between 20 and 25 years, and with charter rates payable
to the owner on a monthly basis. LNG shipping historically has been transacted with these long-term, fixed-rate
time-charter contracts. LNG projects require significant capital expenditures and typically involve an integrated chain
of dedicated facilities and cooperative activities. Accordingly, the overall success of an LNG project depends heavily
on long-range planning and coordination of project activities, including marine transportation. Although most
shipping requirements for new LNG projects continue to be provided on a long-term basis, spot voyages (typically
consisting of a single voyage) and short-term time-charters of less than 12 months duration have continued to grow in
the last 15 years from 1% of the market in 1992 to approximately 13% in 2006.

In the LNG markets, we compete principally with other private and state-controlled energy and utilities companies,
which generally operate captive fleets, and independent ship owners and operators. Many major energy companies
compete directly with independent owners by transporting LNG for third parties in addition to their own LNG. Given
the complex, long-term nature of LNG projects, major energy companies historically have transported LNG through
their captive fleets. However, independent fleet operators have been obtaining an increasing percentage of charters for
new or expanded LNG projects as major energy companies have continued to divest non-core businesses. The major
operators of LNG carriers are Malaysian International Shipping, NYK Line, Qatar Gas Transport (Nakilat), Shell
Group and Mitsui O.S.K.

LNG carriers transport LNG internationally between liquefaction facilities and import terminals. After natural gas is
transported by pipeline from production fields to a liquefaction facility, it is supercooled to a temperature of
approximately negative 260 degrees Fahrenheit. This process reduces its volume to approximately 1/ 600t of its
volume in a gaseous state. The reduced volume facilitates economical storage and transportation by ship over long
distances, enabling countries with limited natural gas reserves or limited access to long-distance transmission
pipelines to meet their demand for natural gas. LNG carriers include a sophisticated containment system that holds
and insulates the LNG so it maintains its liquid form. The LNG is transported overseas in specially built tanks on
double-hulled ships to a receiving terminal, where it is offloaded and stored in heavily insulated tanks. In
regasification facilities at the receiving terminal, the LNG is returned to its gaseous state (or regasified) and then
shipped by pipeline for distribution to natural gas customers.

LPG carriers are mainly chartered to carry LPG on time charters of three to five years, on contracts of affreightment or
spot voyage charters. The two largest consumers of LPG are residential users and the petrochemical industry.
Residential users, particularly in developing regions where electricity and gas pipelines are not developed, do not have
fuel switching alternatives and generally are not LPG price sensitive. The petrochemical industry, however, has the
ability to switch between LPG and other feedstock fuels depending on price and availability of alternatives.

Most new LNG carriers, including all of our vessels, are being built with a membrane containment system. These
systems consist of insulation between thin primary and secondary barriers and are designed to accommodate thermal
expansion and contraction without overstressing the membrane. New LNG carriers are generally expected to have a
lifespan of approximately 40 years. New LPG carriers are generally expected to have a lifespan of approximately 30
to 35 years. Unlike the oil tanker industry, there are currently no regulations that require the phase-out from trading of
LNG and LPG carriers after they reach a certain age. As at December 31, 2007, there were approximately 254 vessels
in the world LNG fleet, with an average age of approximately 12 years, and an additional 136 LNG carriers under
construction or on order for delivery through 2011. As of December 31, 2007, the worldwide LPG tanker fleet
consisted of approximately 1,075 vessels with an average age of approximately 18 years and approximately 200
additional LPG vessels were on order for delivery through 2011. LPG carriers range in size from approximately 500 to
approximately 70,000 cubic meters (or chm). Approximately 60% of the worldwide fleet is less than 5,000 cbm.

Our liquefied gas segment primarily consists of LNG and LPG carriers subject to long-term, fixed-rate time-charter
contracts. As at December 31, 2007, we had nine LNG carriers and an additional ten newbuilding LNG carriers on
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order, all of which were scheduled to commence operations upon delivery under long-term fixed-rate time-charters
and in which our interests range from 33% to 70%. In addition, as at December 31, 2007, we had four LPG carriers,
including three under construction.

During 2007, approximately 9% of our net revenues were earned by the vessels in our liquefied gas segment,
compared to approximately 7% in 2006 and 2005. Please read Item 5  Operating and Financial Review and Prospects:
Results of Operations.

Spot Tanker Segment

The vessels in our spot tanker segment compete primarily in the Aframax and Suezmax tanker markets. In these
markets, international seaborne oil and other petroleum products transportation services are provided by two main
types of operators: captive fleets of major oil companies (both private and state-owned) and independent ship-owner
fleets. Many major oil companies and other oil trading companies, the primary charterers of our vessels, also operate
their own vessels and transport their own oil and oil for third-party charterers in direct competition with independent
owners and operators. Competition for charters in the Aframax and Suezmax spot charter market is intense and is
based upon price, location, the size, age, condition and acceptability of the vessel, and the reputation of the vessel s
manager.

We compete principally with other owners in the spot-charter market through the global tanker charter market. This
market is comprised of tanker broker companies that represent both charterers and ship-owners in chartering
transactions. Within this market, some transactions, referred to as market cargoes, are offered by charterers through
two or more brokers simultaneously and shown to the widest possible range of owners; other transactions, referred to
as private cargoes, are given by the charterer to only one broker and shown selectively to a limited number of owners
whose tankers are most likely to be acceptable to the charterer and are in position to undertake the voyage.

Certain of our vessels in the spot tanker segment operate pursuant to pooling arrangements. Under a pooling
arrangement, different vessel owners pool their vessels, which are managed by a pool manager, to improve utilization
and reduce expenses. In general, revenues generated by the vessels operating in a pool, less related voyage expenses
(such as fuel and port charges) and pool administrative expenses, are pooled and allocated to the vessel owners
according to a pre-determined formula. As of March 1, 2008, we participated in three main pooling arrangements.
These include an Aframax tanker pool, a Suezmax tanker pool (the Gemini Pool) and an intermediate product tanker
pool (the Swift Tanker Pool). As of March 1, 2008, 42 of our Aframax tankers operated in the Aframax tanker pool, 9
of our Suezmax tankers operated in the Gemini Pool and 10 of our product tankers operated in the Swift Tanker Pool.
Each of these pools is either solely or jointly managed by us.
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Our competition in the Aframax (80,000 to 119,999 dwt) market is also affected by the availability of other size
vessels that compete in that market. Suezmax (120,000 to 199,999 dwt) vessels and Panamax (55,000 to 79,999 dwt)
vessels can compete for many of the same charters for which our Aframax tankers compete. Similarly, Aframax
tankers and Very Large Crude Carriers (200,000 to 319,999 dwt) (or VLCCs) can compete for many of the same
charters for which our Suezmax vessels compete. Because VLCCs comprise a substantial portion of the total capacity
of the market, movements by such vessels into Suezmax trades or of Suezmax vessels into Aframax trades would
heighten the already intense competition.

We believe that we have competitive advantages in the Aframax and Suezmax tanker market as a result of the quality,
type and dimensions of our vessels and our market share in the Indo-Pacific and Atlantic Basins. As of December 31,
2007, our Aframax tanker fleet (excluding Aframax-size shuttle tankers and newbuildings) had an average age of
approximately 8.1 years and our Suezmax tanker fleet (excluding Suezmax-size shuttle tankers and newbuildings) had
an average age of approximately 4.9 years. This compares to an average age for the world oil tanker fleet of
approximately 9.4 years, for the world Aframax tanker fleet of approximately 9.5 years and for the world Suezmax
tanker fleet of approximately 8.9 years.

As of December 31, 2007, other large operators of Aframax tonnage (including newbuildings on order) included
Malaysian International Shipping Corporation (approximately 68 Aframax vessels), Aframax International Pool
(approximately 43 Aframax vessels), Sovcomflot (approximately 40 vessels), Tanker Pacific Management
(approximately 22 vessels), Cido Shipping (approximately 21 vessels), Minerva Marine (approximately 20 vessels),
and Sigma Pool (approximately 20 vessels). Other large operators of Suezmax tonnage (including newbuildings on
order) included Frontline (approximately 25 vessels), Sovcomflot (approximately 24 vessels), Euronav (approximately
16 vessels) and Marmaras Navigation (approximately 16 vessels).

We have chartering staff located in Stavanger, Norway; Tokyo, Japan; London, England; Houston, Texas; and
Singapore. Each office serves our clients headquartered in that office s region. Fleet operations, vessel positions and
charter market rates are monitored around the clock. We believe that monitoring such information is critical to making
informed bids on competitive brokered business.

During 2007, approximately 34% of our net revenues were earned by the vessels in our spot tanker segment,
compared to approximately 42% in 2006 and 50% in 2005. Please read Item 5 Operating and Financial Review and
Prospects: Results of Operations.

Fixed-Rate Tanker Segment

The vessels in our fixed-rate tanker segment primarily consist of Aframax and Suezmax tankers that are employed on
long-term time-charters. We consider contracts that have an original term of less than three years in duration to be
short term. The only difference between the vessels in the spot tanker segment and the fixed-rate tanker segment is the
duration of the contracts under which they are employed. Charters of more than three years are not as common as
short-term charters and voyage charters for conventional tankers. During 2007, approximately 10% of our net
revenues were earned by the vessels in the fixed-rate tanker segment, compared to approximately 12% in 2006 and
11% in 2005. Please read Item 5  Operating and Financial Review and Prospects: Results of Operations.

Our Fleet

As at December 31, 2007, our fleet (excluding vessels managed for third parties) consisted of 193 vessels, including
chartered-in vessels, newbuildings on order, and vessels being converted to offshore units.

The following table summarizes our fleet as at December 31, 2007:

Number of Vessels

Owned Chartered-in Newbuildings

Vessels Vessels /Conversions Total
Offshore Segment
Shuttle Tankers 271 132 4 44
FSO Units 53) 5
FPSO Units 44 IG) 5
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Total Offshore Segment 36 13 5 54

Fixed-Rate Tanker Segment

Conventional Tankers 15¢6) 6 2 23

Total Fixed-Rate Tanker Segment 15 6 2 23

Liquefied Gas Segment

LNG Carriers 9 10¢8) 19

LPG Carriers 19 309) 4

Total Liquefied Gas Segment 10 13 23

Spot Tanker Segment

Suezmax Tankers 6(10) 9 10 25

Aframax Tankers 20011 16 36

Large Product Tankers 14(12) 7 1 22

Small Product Tankers 10 10

Total Spot Tanker Segment 40 42 11 93

Total 101 61 31 193
16
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The following footnotes indicate the vessels in the table above that are owned or chartered-in by non-wholly owned
subsidiaries of Teekay Corporation or have been or will be offered to Teekay LNG, Teekay Offshore or Teekay
Tankers.

(1) Includes 24
vessels owned
by OPCO
(including five
through 50%
controlled joint
ventures), two
vessels owned
by Teekay
Offshore
(including one
through a 50%
controlled joint
venture), and
one owned by
Petrojarl.

(2) Includes 12
vessels
chartered-in by
OPCO.

(3) Includes four
FSO units
owned by
OPCO
(including one
through 89%
joint venture)
and one FSO
unit owned by
Teekay
Offshore.

(4) Includes four
FPSOs owned
by Petrojarl.

(5) Includes one
vessel being
converted to an
FPSO by a
50/50 joint
venture between
Teekay and
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Petrojarl.

(6) Includes eight
vessels owned
by Teekay LNG
and one vessel
owned by
Teekay Tankers.

(7) Includes seven
LNG carriers
owned by
Teekay LNG.
Teekay LNG
has agreed to
acquire Teekay s
100% interest in
the remaining
two vessels.

(8) Includes
Teekay s 70%
interest in two
LNG
newbuildings
and its 40%
interest in four
LNG. Teekay
LNG has agreed
to acquire these
six vessels upon
their delivery.
Includes
Teekay s 33%
interest in four
LNG
newbuildings.
Teekay is
required to offer
these vessels to
Teekay LNG.

(9) All vessels
owned by
Teekay LNG.
(10) Includes
four Suezmax
tankers that
Teekay is
required to offer
Teekay Tankers.
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(11) Includes nine
vessels owned
by Teekay
Offshore, all of
which are
chartered to
Teekay and
seven vessels
owned by
Teekay Tankers.

(12) Includes one

product tanker

owned by

Teekay Tankers.
Our vessels are of Australian, Bahamian, Cayman Islands, Liberian, Marshall Islands, Norwegian, Norwegian
International Ship, Russian and Spanish registry.
Many of our Aframax and Suezmax vessels and some of our shuttle tankers have been designed and constructed as
substantially identical sister ships. These vessels can, in many situations, be interchanged, providing scheduling
flexibility and greater capacity utilization. In addition, spare parts and technical knowledge can be applied to all the
vessels in the particular series, thereby generating operating efficiencies.
As of December 31, 2007, we had 31 vessels under construction or undergoing conversion to FPSOs. Please read
Item 5 Operating and Financial Review and Prospects: Management s Discussion and Analysis of Financial Condition
and Results of Operations, and Item 18 Financial Statements: Notes 16(a), 16(b), and 16(c) Commitments and
Contingencies Vessels Under Construction, Vessel Purchases and Joint Ventures.
Please read Item 18 Financial Statements: Note 8 Long-Term Debt for information with respect to major
encumbrances against our vessels.
Safety, Management of Ship Operations and Administration
Safety and environmental compliance are our top operational priorities. 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. In 2007 we introduced a behavior-based safety
program called Safety in Action to further enhance the safety culture in our fleet. We are also committed to reducing
our emissions and waste generation.
Customers and vessel rating services have recognized us for safety, environmental awareness, quality and service.
Given the emphasis by customers on quality as a result of stringent environmental regulations, and heightened
concerns about liability for environmental pollution, we believe that our emphasis on quality and safety provides us
with a favorable competitive profile. We are one of a few companies that have fully integrated their health, safety,
environment and quality management systems. This integration has increased efficiencies in our operations and
management by reducing redundancies and better aligning our strategies and programs in the relevant systems.
We have achieved certification under the standards reflected in International Standards Organization s (or /SO) 9001
for Quality Assurance, ISO 14001 for Environment Management Systems, Occupational Health and Safety Advisory
Services 18001 for Occupational Health and Safety, and the IMO s International Management Code for the Safe
Operation of Ships and Pollution Prevention on a fully integrated basis. As part of International Safety Management
(or ISM) Code compliance, all of our vessels safety management certificates are maintained through ongoing internal
audits performed by our certified internal auditors and intermediate external audits performed by the classification
society Det Norske Veritas. Subject to satisfactory completion of these internal and external audits, certification is
valid for five years.
In our various worldwide facilities we carry out the critical ship management functions of vessel maintenance,
crewing, purchasing, shipyard supervision, insurance and financial management services for most of our fleet. These
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functions are supported by onboard and onshore systems for maintenance, inventory, purchasing and budget
management. OSM Ship Management AS (or OSM), a company which is unrelated to us, provides ship management
services for three of our conventional tankers. OSM is under contract to provide these services to us until
October 2008.

We establish key performance indicators to facilitate regular monitoring of our operational performance. We set
targets on an annual basis to drive continuous improvement, and we review performance indicators monthly to
determine if remedial action is necessary to reach our targets. We are participants in a purchasing alliance with two
other shipping companies and named it Teekay Bergesen Worldwide. This alliance leverages the purchasing power of
the combined fleets, mainly in such commodity areas as lube oils, paints and other chemicals.

We believe that the generally uniform design of some of our existing and newbuilding vessels and the adoption of
common equipment standards provide operational efficiencies, including with respect to crew training and vessel
management, equipment operation and repair and spare parts ordering.

Risk of Loss and Insurance

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 LNG is subject to the risk of
spills and to business interruptions due to political circumstances in foreign countries, hostilities, labor strikes and
boycotts. The occurrence of any of these events may result in loss of revenues or increased costs.
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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 us against liabilities incurred while operating vessels, including injury to our crew or
third parties, cargo loss and pollution. The current available amount of our coverage for pollution is $1 billion per
vessel per incident. Insurance policies also cover war risks (including piracy and terrorism). We do not generally carry
insurance on our vessels covering the loss of revenues resulting from vessel off-hire time based on its cost compared
to our off-hire experience. We believe that our current insurance coverage is adequate to protect against most of the
accident-related risks involved in the conduct of our business and that we maintain appropriate levels of
environmental damage and pollution insurance 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 to procure adequate insurance
coverage at commercially reasonable rates in the future. In addition, more stringent environmental regulations have
resulted in increased costs for, and may result in the lack of availability of, insurance against risks of environmental
damage or pollution.

We use in our operations a thorough risk management program that includes, among other things, computer-aided risk
analysis tools, maintenance and assessment programs, a seafarers competence training program, seafarers workshops
and membership in emergency response organizations.

Operations Outside the United States

Because our operations are primarily conducted outside of the United States, we are affected by currency fluctuations
and by changing economic, political and governmental conditions in the countries where we engage in business or
where our vessels are registered.

During 2007, we derived approximately 17% of our total net revenues from our operations in the Indo-Pacific Basin,
compared to approximately 18% during 2006. Past political conflicts in that region, particularly in the Arabian Gulf,
have included attacks on tankers, mining of waterways and other efforts to disrupt shipping in the area. Vessels
trading in the region have also been subject to, in limited instances, acts of piracy. In addition to tankers, targets of
terrorist attacks could include oil pipelines, LNG facilities and offshore oil fields. The escalation of existing, or the
outbreak of future, hostilities or other political instability in this region or other regions where we operate could affect
our trade patterns, increase insurance costs, increase tanker operational costs and otherwise adversely affect our
operations and performance. In addition, tariffs, trade embargoes, and other economic sanctions by the United States
or other countries against countries in the Indo-Pacific Basin or elsewhere as a result of terrorist attacks or otherwise
may limit trading activities with those countries, which could also adversely affect our operations and performance.
Customers

We have derived, and believe that we will continue to derive, a significant portion of our revenues from a limited
number of customers. Our customers include major energy and utility companies, major oil traders, large oil and LNG
consumers and petroleum product producers, government agencies, and various other entities that depend upon marine
transportation. One customer, an international oil company, accounted for 20% ($472.3 million) of our consolidated
revenues during 2007 (15% or $307.9 million 2006 and 20% or $392.2 million  2005). No other customer accounted
for more than 10% of our consolidated revenues during 2007, 2006 or 2005. The loss of any significant customer or a
substantial decline in the amount of services requested by a significant customer could have a material adverse effect
on our business, financial condition and results of operations.

Classification, Audits and Inspections

The hull and machinery of all of our vessels have been classed by one of the major classification societies: Det Norske
Veritas, Lloyd s Register of Shipping, Nippon Kaiji Kyokai or American Bureau of Shipping. In addition, the
processing facilities of our FPSOs are classed by Det Norske Veritias. The classification society certifies that the
vessel has been built and maintained in accordance with the rules of that classification society. Each vessel is
inspected by a classification society surveyor annually, with either the second or third annual inspection being a more
detailed survey (an Intermediate Survey) and the fourth or fifth annual inspection being the most comprehensive
survey (a Special Survey). The inspection cycle resumes after each Special Survey. Vessels also may be required to be
drydocked at each Intermediate and Special Survey for inspection of the underwater parts of the vessel in addition to a
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more detailed inspection of hull and machinery. Many of our vessels have qualified with their respective classification
societies for drydocking every four or five years in connection with the Special Survey and are no longer subject to
drydocking at Intermediate Surveys. To qualify, we were required to enhance the resiliency of the underwater coatings
of each vessel hull to accommodate underwater inspections by divers.
The vessel s flag state, or the vessel s classification society if nominated by the flag state, also inspect our vessels to
ensure they comply with applicable rules and regulations of the country of registry of the vessel and the international
conventions of which that country is a signatory. Port state authorities, such as the U.S. Coast Guard and the
Australian Maritime Safety Authority, also inspect our vessels when they visit their ports.
Many of our customers also regularly inspect our vessels as a condition to chartering, and regular inspections are
standard practice under long-term charters.
We believe that our relatively new, well-maintained and high-quality vessels provide us with a competitive advantage
in the current environment of increasing regulation and customer emphasis on quality of service.
Our vessels are also regularly inspected by our seafaring staff, who perform much of the necessary routine
maintenance. Shore-based operational and technical specialists also inspect our vessels at least twice a year. Upon
completion of each inspection, action plans are developed to address any items requiring improvement. All action
plans are monitored until they are completed. The objectives of these inspections are to ensure:

adherence to our operating standards;

the structural integrity of the vessel is being maintained;

machinery and equipment is being maintained to give full reliability in 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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To achieve the vessel structural integrity objective, we use a comprehensive Structural Integrity Management System
we developed. This system is designed to closely monitor the condition of our vessels and to ensure that structural
strength and integrity are maintained throughout a vessel s life.
We have obtained approval for our safety management system as being in compliance with the ISM Code. Our safety
management system has also been certified as being compliant with ISO 9001, ISO 14001 and OSHAS 18001
standards. To maintain compliance, the system is audited regularly by either the vessels flag state or, when nominated
by the flag state, a classification society. Certification is valid for five years subject to satisfactorily completing
internal and external audits.
Organizational Structure
Our organizational structure includes, among others, our interests in Teekay Offshore and Teekay LNG. These limited
partnerships were set up primarily to hold our assets that generate long-term fixed-rate cash flows. The strategic
rationale for establishing these entities was to:
illuminate higher value of fixed-rate cash flows to Teekay investors;
realize advantages of a lower cost of equity when investing in new offshore or LNG projects; and
enhance returns to Teekay through fee-based revenue and ownership of the limited partnership s