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CAUTIONARY STATEMENT
REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains certain statements that are, or may be deemed to be, “forward-looking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements, other than statements of historical
facts, included herein or incorporated herein by reference are “forward-looking statements.” Included among
“forward-looking statements” are, among other things:

. statements regarding our ability to pay distributions to our unitholders;
. our expected receipt of cash distributions from Sabine Pass LNG, L.P.;

statements regarding future levels of domestic natural gas production, supply or consumption; future levels of LNG
imports into North America; sales of natural gas in North America; and the transportation, other infrastructure or
prices related to natural gas, LNG or other energy sources;

statements regarding any financing transactions or arrangements, or ability to enter into such transactions or
arrangements;

statements regarding any terminal use agreement (“TUA”) or other agreements to be entered into or performed
substantially in the future, including any cash distributions and revenues anticipated to be received and the
anticipated timing thereof, and statements regarding the amounts of total LNG regasification or storage capacity that
are, or may become, subject to TUAs or other contracts;

. statements regarding counterparties to our TUAs, construction contracts and other contracts;

statements regarding any business strategy, any business plans or any other plans, forecasts, projections or objectives,
any or all of which are subject to change;

statements regarding legislative, governmental, regulatory, administrative or other public body actions, requirements,
permits, investigations, proceedings or decisions; and

. any other statements that relate to non-historical or future information.

These forward-looking statements are often identified by the use of terms and phrases such as “achieve,” “anticipate,”
“believe,” “develop,” “estimate,” “expect,” “forecast,” “plan,” “potential,” “project,” “propose,” “strategy” and similar term
Although we believe that the expectations reflected in these forward-looking statements are reasonable, they do
involve assumptions, risks and uncertainties, and these expectations may prove to be incorrect. You should not place

undue reliance on these forward-looking statements, which speak only as of the date of this annual report.

EEINT3 LR RT3 EEINT3

Our actual results could differ materially from those anticipated in these forward-looking statements as a result of a
variety of factors, including those discussed in “Risk Factors.” All forward-looking statements attributable to us or
persons acting on our behalf are expressly qualified in their entirety by these risk factors. These forward-looking
statements are made as of the date of this annual report.

il
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DEFINITIONS
In this annual report, unless the context otherwise requires:
. Bcf means billion cubic feet;
. Bcf/d means billion cubic feet per day;
. EPC means engineering, procurement and construction;
. EPCM means engineering, procurement, construction and management;
. LNG means liquefied natural gas; and

. TUA means terminal use agreement.

PART I

ITEMS 1. AND 2. BUSINESS AND PROPERTIES
General

We are a Delaware limited partnership formed by Cheniere Energy, Inc. (“Cheniere”). Through our wholly-owned
subsidiary, Sabine Pass LNG, L.P. (“Sabine Pass LNG”), we own and operate the Sabine Pass LNG receiving terminal
located in western Cameron Parish, Louisiana on the Sabine Pass Channel.

In March and April 2007, we and Cheniere LNG Holdings, LLC (“Holdings”), a wholly-owned subsidiary of Cheniere,
as a selling untiholder, completed a public offering of 15,525,000 of our common units (the “Offering”). We received
$98.4 million of net proceeds, after deducting the underwriting discount and structuring fees, upon issuance of
5,054,164 common units to the public in the Offering. We invested the $98.4 million of net proceeds that we received
from the Offering in U.S. Treasury securities to fund a distribution reserve. As part of the Offering, Holdings, as a
selling unitholder, received $203.9 million of net proceeds in connection with the sale of 10,470,836 of our common
units to the public. We did not receive any proceeds from the sale of common units by Holdings. In connection with
the Offering and in exchange for our common and subordinated units and the right to receive the amount, if any,
remaining in a distribution reserve account, Holdings contributed to us the equity interests in the entity owning the
Sabine Pass LNG receiving terminal. As a result of the Offering, Cheniere’s indirect ownership interest in us is
approximately 90.6%.

In the second quarter of 2009, Sabine Pass LNG purchased Sabine Pass Tug Services, LLC (“Tug Services”), a
wholly-owned subsidiary of Cheniere. As a result, Sabine Pass LNG acquired a lease for the use of tug boats and
marine services at the Sabine Pass LNG receiving terminal. In connection with the acquisition, Tug Services entered
into agreements with Sabine Pass LNG’s three TUA customers to provide their LNG cargo vessels with tug boat and
marine services at the Sabine Pass LNG receiving terminal.

Overview of the LNG Industry
LNG is natural gas that, through a refrigeration process, has been reduced to a liquid state, which represents
approximately 1/600th of its gaseous volume. The liquefaction of natural gas into LNG allows it to be shipped

economically from areas of the world where natural gas is abundant and inexpensive to produce to other areas where
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natural gas demand and infrastructure exist to justify economically the use of LNG. LNG is transported using
oceangoing LNG vessels specifically constructed for this purpose. LNG receiving terminals offload LNG from LNG
vessels, store the LNG prior to processing, heat the LNG to return it to a gaseous state and deliver the resulting natural
gas into pipelines for transportation to market.

Our Business Strategy

Our primary business objectives are to operate the Sabine Pass LNG receiving terminal and to generate stable cash
flows sufficient to pay the initial quarterly distribution to our unitholders and, over time and upon satisfaction of these
objectives, to increase our quarterly cash distribution. We intend to achieve these objectives by executing the
following strategies:

. successfully managing the operation of the Sabine Pass LNG receiving terminal; and

expanding our existing asset base through acquisitions from Cheniere or third parties, or our own development, of
complementary businesses or assets, such as other LNG receiving terminals, natural gas storage assets and pipelines.
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Our Business

Sabine Pass LNG has constructed and is now operating the Sabine Pass LNG receiving terminal in western Cameron
Parish, Louisiana, on the Sabine Pass Channel. In 2003, Cheniere formed Sabine Pass LNG to own, develop and
operate the Sabine Pass LNG receiving terminal. Sabine Pass LNG has long-term leases for three tracts of land
consisting of 853 acres in Cameron Parish, Louisiana for the project site. The Sabine Pass LNG receiving terminal
was designed, and permitted by the Federal Energy Regulatory Commission (“FERC”), with a regasification capacity of
approximately 4.0 Bcf/d (with peak capacity of 4.3 Bcf/d) and aggregate LNG storage capacity of 16.9 Bcf.
Construction at the Sabine Pass LNG receiving terminal was substantially completed in the third quarter of 2009. As
of December 31, 2009, Sabine Pass LNG had completed construction and attained full operability of the Sabine Pass
LNG receiving terminal, and such was accomplished within our budget.

Customers

The entire approximately 4.0 Bcf/d of regasification capacity at the Sabine Pass LNG receiving terminal has been
contracted under two 20-year, firm commitment TUAs with unaffiliated third parties, and a third TUA with Cheniere
Marketing, LLC (“Cheniere Marketing”), a wholly-owned subsidiary of Cheniere. Each of the three customers at the
Sabine Pass LNG receiving terminal must make the full contracted amount of capacity reservation fee payments under
its TUA whether or not it uses any of its reserved capacity. Capacity reservation fee TUA payments will be made by
the Sabine Pass LNG third-party customers as follows:

Total Gas and Power North America, Inc. (formerly known as Total LNG USA, Inc.) (“Total”) has reserved
approximately 1.0 Bcf/d of regasification capacity and has agreed to make monthly capacity payments to Sabine Pass
LNG aggregating approximately $125 million per year for 20 years that commenced on April 1, 2009. Total, S.A.
has guaranteed Total’s obligations under its TUA up to $2.5 billion, subject to certain exceptions; and

€Chevron U.S.A., Inc. (“Chevron”) has reserved approximately 1.0 Bcf/d of regasification capacity and has agreed to
make monthly capacity payments to Sabine Pass LNG aggregating approximately $125 million per year for 20 years
that commenced on July 1, 2009. Chevron Corporation has guaranteed Chevron’s obligations under its TUA up to
80% of the fees payable by Chevron.

In addition, Cheniere Marketing has reserved the remaining 2.0 Bcf/d of regasification capacity and is entitled to use
any capacity not utilized by Total and Chevron. Cheniere Marketing began making its TUA capacity reservation fee
payments in the fourth quarter of 2008. Cheniere Marketing is required to make monthly capacity payments
aggregating approximately $250 million per year for the period from January 1, 2009 through at least September 30,
2028. Cheniere Marketing has a limited operating history, limited capital and no credit rating. Cheniere, which has
guaranteed the obligations of Cheniere Marketing under its TUA, has a non-investment grade corporate rating.

Under each of these TUAs, Sabine Pass LNG is also entitled to retain 2% of the LNG delivered for the customer’s
account, which Sabine Pass LNG will use primarily as fuel for revaporization and self-generated power at the Sabine
Pass LNG receiving terminal.

Each of Total and Chevron has paid us $20.0 million in nonrefundable advance capacity reservation fees, which will
be amortized over a 10-year period as a reduction of each customer’s regasification capacity reservation fees payable
under its TUA.

Competition

Sabine Pass LNG currently does not experience competition for its LNG terminal capacity because the entire
approximately 4.0 Bcf/d of regasification capacity that is available at the Sabine Pass LNG receiving terminal has

9
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been fully reserved under three 20-year TUAs, under which each of the terminal’s customers is generally required to
pay monthly fixed capacity reservation fees whether or not it uses any of its reserved capacity.

If and when Sabine Pass LNG has to replace any TUAs, we will compete with North American LNG receiving
terminals and their customers. In addition, to the extent we are required to obtain LNG for cool down of the Sabine
Pass LNG receiving terminal, Sabine Pass LNG must compete in the world LNG market to purchase and transport
cargoes of LNG. Sabine Pass LNG may purchase and transport such cargoes at costs that may result in losses upon
resale of the regasified LNG.

Governmental Regulation
The Sabine Pass LNG receiving terminal operations are subject to extensive regulation under federal, state and local

statutes, rules, regulations and laws. These laws require that we engage in consultations with appropriate federal and
state agencies and that we
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obtain and maintain applicable permits and other authorizations. This regulatory burden increases the cost of operating
the Sabine Pass LNG receiving terminal, and failure to comply with such laws could result in substantial
penalties. We have been in substantial compliance with all regulations discussed herein.

FERC

In order to site and construct the Sabine Pass LNG receiving terminal, we received and are required to maintain
authorization from the FERC under Section 3 of the Natural Gas Act of 1938 (“NGA”). In addition, orders from the
FERC authorizing construction of an LNG receiving terminal are typically subject to specified conditions that must be
satisfied throughout operation of the Sabine Pass LNG receiving terminal. Throughout the life of the Sabine Pass
LNG receiving terminal, we will be subject to regular reporting requirements to the FERC and the U.S. Department of
Transportation regarding the operation and maintenance of the facilities.

In 2005, the Energy Policy Act of 2005 (“EPAct”) was signed into law. The EPAct gave the FERC exclusive authority
to approve or deny an application for the siting, construction, expansion or operation of an LNG receiving terminal.
The EPAct amended the NGA to prohibit market manipulation. The EPAct increased civil and criminal penalties for
any violations of the NGA, the Natural Gas Policy Act of 1978 (“NGPA”) and any rules, regulations or orders of the
FERC up to $1.0 million per day per violation. In accordance with the EPAct, the FERC issued a final rule making it
unlawful for any entity, in connection with the purchase or sale of natural gas or transportation service subject to the
FERC’s jurisdiction, to defraud, make an untrue statement or omit a material fact or engage in any practice, act or
course of business that operates or would operate as a fraud.

Other Federal Governmental Permits, Approvals and Consultations

In addition to the FERC authorization under Section 3 of the NGA, the operation of the Sabine Pass LNG receiving
terminal is also subject to additional federal permits, approvals and consultations required by other federal agencies,
including: Advisory Counsel on Historic Preservation, U.S. Army Corps of Engineers, U.S. Department of
Commerce, National Marine Fisheries Services, U.S. Department of the Interior, U.S. Fish and Wildlife Service, U.S.
Environmental Protection Agency (“EPA”) and U.S. Department of Homeland Security.

The Sabine Pass LNG receiving terminal is subject to U.S. Department of Transportation siting requirements and
regulations of the U.S. Coast Guard relating to facility security. Moreover, the Sabine Pass LNG receiving terminal is
subject to local and state laws, rules, and regulations.

Environmental Regulation

The Sabine Pass LNG receiving terminal operations are subject to various federal, state and local laws and regulations
relating to the protection of the environment. These environmental laws and regulations may impose substantial
penalties for noncompliance and substantial liabilities for pollution. Many of these laws and regulations restrict or
prohibit the types, quantities and concentration of substances that can be released into the environment and can lead to
substantial liabilities for non-compliance or releases. Failure to comply with these laws and regulations may also
result in substantial civil and criminal fines and penalties.

Comprehensive Environmental Response, Compensation and Liability Act (CERCLA)

CERCLA, also known as the “Superfund” law, imposes liability, without regard to fault, on certain classes of persons
who are considered to be responsible for the spill or release of a hazardous substance into the environment. Potentially
liable persons include the owner or operator of the site where the release occurred and persons who disposed or

arranged for the disposal of hazardous substances at the site. Under CERCLA, responsible persons may be subject to

11



Edgar Filing: Cheniere Energy Partners, L.P. - Form 10-K

joint and several liability. Although CERCLA currently excludes petroleum, natural gas, natural gas liquids and LNG
from its definition of “hazardous substances,” this exemption may be limited or modified by the U.S. Congress in the
future.

Clean Air Act (CAA)

The Sabine Pass LNG receiving terminal operations are subject to the federal CAA and comparable state and local
laws. We may be required to incur certain capital expenditures over the next several years for air pollution control
equipment in connection with maintaining or obtaining permits and approvals addressing other air emission-related
issues. We do not believe, however, that operations of the Sabine Pass LNG receiving terminal will be materially
adversely affected by any such requirements.

The U.S. Supreme Court has ruled that the EPA has authority under existing legislation to regulate carbon dioxide and
other heat-trapping gases in mobile source emissions. Mandatory reporting requirements were promulgated by the
EPA and finalized on October 30, 2009. This rule requires mandatory reporting for greenhouse gases from stationary
fuel combustion sources. An additional section would have required reporting for all fugitive emissions throughout
the Sabine Pass LNG receiving terminal and

12
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would have impacted our reporting requirements; however, this section was deferred in the final rule. In addition,
Congress has considered proposed legislation directed at reducing “greenhouse gas emissions.” It is not possible at this
time to predict how future regulations or legislation may address greenhouse gas emissions and impact our business.
However, future regulations and laws could result in increased compliance costs or additional operating restrictions
and could have a material adverse effect on our business, financial position, results of operations and cash flows.

Clean Water Act (CWA)

The Sabine Pass LNG receiving terminal operations are also subject to the federal CWA and analogous state and local
laws. Pursuant to certain requirements of the CWA, the EPA has adopted regulations concerning discharges of
wastewater and storm water runoff. This program requires covered facilities to obtain individual permits, participate in
a group permit or seek coverage under an EPA general permit.

Resource Conservation and Recovery Act (RCRA)

The federal RCRA and comparable state statutes govern the disposal of “hazardous wastes.” In the event any hazardous
wastes are generated in connection with the Sabine Pass LNG receiving terminal operations, we are subject to
regulatory requirements affecting the handling, transportation, treatment, storage and disposal of such wastes.

Endangered Species Act

The Sabine Pass LNG receiving terminal operations may also be restricted by requirements under the Endangered
Species Act, which seeks to ensure that human activities neither jeopardize endangered or threatened animal, fish and
plant species nor destroy or modify their critical habitats.

Employees and Labor Relations

We have no employees. We rely on our general partner to manage all aspects of the operation and maintenance of the
Sabine Pass LNG receiving terminal and the conduct of our business. Because our general partner has no employees,

it relies on subsidiaries of Cheniere to provide the personnel necessary to allow it to meet its management obligations

to us and to Sabine Pass LNG. As of February 17, 2010, Cheniere had 196 full-time employees. See Note 13—*Related
Party Transactions” in our Notes to Consolidated Combined Financial Statements for a discussion of these
arrangements. Cheniere considers its current employee relations to be favorable.

Available Information

Our common units have been publicly traded since March 21, 2007, and are traded on the NYSE Amex Equities,
formerly the NYSE Alternext US, under the symbol “CQP”. Our principal executive offices are located at 700 Milam
Street, Suite 800, Houston, Texas 77002, and our telephone number is (713) 375-5000. Our internet address is
http://www.cheniereenergypartners.com. We provide public access to our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to these reports as soon as reasonably
practicable after we electronically file those materials with, or furnish those materials to, the Securities and Exchange
Commission (“SEC”) under the Exchange Act. These reports may be accessed free of charge through our internet
website. We make our website content available for informational purposes only. The website should not be relied
upon for investment purposes, nor is it incorporated by reference into this Form 10-K.

We will also make available to any stockholder, without charge, copies of our Annual Report on Form 10-K as filed
with the SEC. For copies of this, or any other filing, please contact: Cheniere Energy Partners, L.P, Investor Relations

Department, 700 Milam Street, Suite 800, Houston, Texas 77002 or call (713) 562-5000. In addition, the public may
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read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Room
1580, Washington, DC 20549. The public may obtain information on the operation of the Public Reference Room by

calling the SEC at 1-800-SEC-0330. The SEC maintains an internet site (wWwww.sec.gov) that contains reports and other

information regarding issuers, like us, that file electronically with the SEC.
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ITEM 1A. RISK FACTORS

Limited partner interests are inherently different from the capital stock of a corporation, although many of the
business risks to which we are subject are similar to those that would be faced by a corporation engaged in a similar
business. The following are some of the important factors that could affect our financial performance or could cause
actual results to differ materially from estimates contained in our forward-looking statements. We may encounter risks
in addition to those described below. Additional risks and uncertainties not currently known to us, or that we currently
deem to be immaterial, may also impair or adversely affect our business, results of operation, financial condition,
liquidity and prospects.

The risk factors in this report are grouped into the following categories:

. Risks Relating to Our Financial Matters;
. Risks Relating to Our Business;
. Risks Relating to Our Cash Distributions;
. Risks Relating to an Investment in Us and Our Common Units; and
. Risks Relating to Tax Matters.

Risks Relating to Our Financial Matters

We have substantial indebtedness, which we will need to refinance in whole or in part at or prior to maturity.

As of December 31, 2009, we had $2.2 billion of indebtedness outstanding, consisting primarily of the $550.0 million

of 7%4% Senior Secured Notes due 2013 (“2013 Notes”) and $1,633.0 million, net of discount, of 7%2% Senior Secured
Notes due 2016 (“2016 Notes” and collectively with the 2013 Notes, the “Senior Notes”). We will have to refinance,
extend or otherwise satisfy, all or a portion of our indebtedness. We may not be able to refinance, extend or otherwise

satisfy our indebtedness as needed, on commercially reasonable terms or at all.

Our substantial indebtedness could adversely affect our ability to operate our business and prevent us from satisfying
or refinancing our debt obligations.

Our substantial indebtedness could have important adverse consequences, including:
. limiting our ability to attract customers;
. limiting our ability to compete with other companies that are not as highly leveraged,;
{imiting our flexibility in and ability to plan for or react to changing market conditions in our industry and to
economic downturns, and making us more vulnerable than our less leveraged competitors to an industry or economic

downturn;

* limiting our ability to use operating cash flow in other areas of our business because we must dedicate a
substantial portion of these funds to service debt, including indebtedness that we may incur in the future;
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limiting our ability to obtain additional financing to fund our capital expenditures, working capital, acquisitions, debt
service requirements or liquidity needs for general business or other purposes; and

resulting in a material adverse effect on our business, results of operations and financial condition if we are unable to
service or refinance our indebtedness or obtain additional financing, as needed.

Our substantial indebtedness and the restrictive covenants contained in our debt agreements may not allow us the
flexibility that we need to operate our business in an effective and efficient manner and may prevent us from taking
advantage of strategic and financial opportunities that would benefit our business.

If we are unsuccessful in operating our business due to our substantial indebtedness or other factors, we may be
unable to repay, refinance, or extend our indebtedness on commercially reasonable terms or at all.

To service our indebtedness, we will require significant amounts of cash.

We will require significant cash flow from operations in order to make annual interest payments of approximately
$164.8 million on the Senior Notes. Our ability to make payments on and to refinance our indebtedness, including the
Senior Notes, and to fund capital expenditures, will depend on our ability to generate cash in the future. Our business
may not generate sufficient cash flow from operations, currently anticipated costs may increase or future borrowings
may not be available to us, which could cause us to be unable to pay or refinance our indebtedness, including the
Senior Notes, or to fund our other liquidity needs.
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Our ability to generate needed amounts of cash is substantially dependent upon Sabine Pass LNG’s TUAs with three
customers, and we will be materially and adversely affected if any customer fails to perform its TUA obligations for
any reason.

We are dependent, for substantially all of our operating revenues and cash flows, on TUAs with Chevron and Total,

each of which has agreed to pay us approximately $125 million annually, and with Cheniere Marketing, which is

required to pay us approximately $250 million annually. We are dependent on each customer’s continued willingness
and ability to perform its obligations under its TUA. We are also exposed to the credit risk of the guarantors of these

customers’ obligations under their respective TUAs in the event that we must seek recourse under a guaranty. If any
customer fails to perform its obligations under its TUA, our business, results of operations, financial condition and

prospects could be materially and adversely affected, even if we were ultimately successful in seeking damages from

that customer or its guarantor for a breach of the TUA.

Cheniere Marketing continues to develop its business, has limited capital and lacks a credit rating. In addition,

Cheniere, which has guaranteed Cheniere Marketing’s TUA obligations, has a non-investment grade corporate rating
of CCC+ from Standard and Poor’s. Accordingly, we believe that Cheniere Marketing and Cheniere have a higher risk
of being financially unable to perform their obligations under the Cheniere Marketing TUA than either Chevron or

Total have with respect to their TUAs. Although each of the TUA counterparties faces a risk that it will not be able to

enter into commercial arrangements for the use of its capacity at the Sabine Pass LNG receiving terminal to support

the payment of its obligations under its TUA, due to negative developments in the LNG industry or for other reasons,

that risk and the potential for that risk to adversely affect us are greater for Cheniere Marketing than for Total and

Chevron. The principal risks attendant to Cheniere Marketing’s future ability to generate operating cash flow to
support its TUA obligations include the following:

Cheniere Marketing does not have unconditional agreements or arrangements for any supplies of LNG, or for the
utilization of capacity that it has contracted for under its TUA with us and may not be able to obtain such agreements
or arrangements on economical terms, or at all;

€Cheniere Marketing does not have unconditional commitments from customers for the purchase of the natural gas it
proposes to sell from the Sabine Pass LNG receiving terminal, and it may not be able to obtain commitments or other
arrangements on economical terms, or at all; and

even if Cheniere Marketing is able to arrange for supplies and transportation of LNG to the Sabine Pass LNG
receiving terminal, and for transportation and sales of natural gas to customers, it may experience negative cash
flows and adverse liquidity effects due to fluctuations in supply, demand and price for LNG, for transportation of
LNG, for natural gas and for storage and transportation of natural gas.

In pursuing each aspect of its planned business, Cheniere Marketing will encounter intense competition, including
competition from major energy companies and other competitors with significantly greater resources. Cheniere
Marketing will also compete with Sabine Pass LNG’s other customers and may compete with Cheniere and its other
subsidiaries that are developing or operating other LNG receiving terminals and related infrastructure, which may
include vessels, pipelines and LNG storage. Cheniere Marketing’s regasification capacity at the Sabine Pass LNG
receiving terminal, in particular, will be marketed in competition with existing capacity and additional future capacity
offered by other LNG receiving terminals that currently exist or that may be completed or expanded in the future by
Cheniere affiliates or others.

Any or all of these factors, as well as other risk factors that we or Cheniere Marketing may not be able to anticipate,
control or mitigate, could materially and adversely affect the business, results of operations, financial condition,

prospects and liquidity of Cheniere Marketing, which in turn could have a material adverse effect upon us.
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The indenture governing the Senior Notes contains restrictions that limit our flexibility in operating our business.

The indenture, dated as of November 9, 2006, governing the Senior Notes (the “Sabine Pass Indenture”) contains several
significant covenants that, among other things, restrict our ability to:

. incur additional indebtedness;
. create liens on our assets; and
* engage in sale and leaseback transactions and mergers or acquisitions and to make equity investments.
Under some circumstances, these restrictive covenants may not allow us the flexibility that we need to operate