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LNG Update: Cargo Shut-In At Sempra’s

Cameron LNG
Checkers: How A Freight Fiasco & Narrow Arb Killed A Cargo...

Chess: Cheniere May Start Making Real Money On Their Freight
Book...

First USG Cargo (Technically) Shut-In, After Pavilion Fails To Lift. We believe one
of the first LNG cargos from Sempra’s Cameron LNG T-1 was technically shut-in, after
Pavilion Energy (via Mitsui) effectively chose to eat the liquefaction fee while failing
to lift the cargo. We believe this marks the first USG LNG cargo to fail in this manner
- with a mismanaged freight book and narrower arbitrage being the primary
drivers. We run through the details below (Page 2), but here are our primary

takeaways:

1) While this fits a broader “tight/closed arbs will lead to USG LNG shut-ins”
narrative, this has as much to do with freight mismanagement (at the

customer level) as softer LNG prices.

2) It highlights the amplified importance of freight within the LNG value chain. As

we stand today, freight costs equate to ~40% of LNG carge value,

3) To be clear — we believe Sempra LNG (SRE) got paid = we're not viewing this
as an indictment of the exporter model or the start of a hyper-bearish trend -
but we do think it's a warning shot that shows how delicate the economic

balance can be for some merchant and committed volumes alike.

Meanwhile Cheniere Is Playing Chess, Not Checkers. At roughly the same time as
hyper-expensive LNG Carrier rates (Page 3) helped drive the first LNG cargo failure
elsewhere in the USG, we think Cheni¢re could actually start turning a profit on its
freight book.

Cheniere (LNG) currently controls ~25 vessels (intuitively getting long freight into peak
season, rather than getting ‘cute) — and according to our industry contacts started
actively looking to charter-out 6 of those vessels this week - i.e. taking excess swing
capacity they secured at/near mid-cycle levels and sub-letting them to other players at
rates potentially 80% higher. While there are several assumptions and mitigating factors
that could come into play here, for scale: that spread ($135k vs $75k) on 6 vessels could
(theoretically) be worth ~$32MM/quarter for Cheniere. For context, there’s a
$300MM spread between the high and low-ends of Cheniere’s 2020 EBITDA guidance
($4.2B-$3.9B), 50 while it wouldn't be a game changer, finding an extra +10% of that
spread per quarter from astutely trading its freight book could create a meaningful
cushion.While we’d stop short of modeling that in (it would likely get blended into CMI
margins that are already relatively firm) - it's yet another data point confirming

Cheniere’s best-of-breed status.
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continued

Background On Failed Cameron Cargo: Our understanding is the mid-November Cameron
T-1 cargo was controlled by Pavilion Energy, who acquired it from original off-taker, Mitsui
(who also owns 16.6% of Cameron), and we’d assume there were back-to-back take-or-pay
clauses (or some other netting feature). In that scenario Pavilion books the loss, and@empra
LNG gets paid by way of Mitsui. Effectively, it looks like Pavilion tried to get cute with their
freight book - turning down 3-4 vessels looking for a better deal when the market was at
~$75k/day (~$1.50/MMBtu), and got caught offside as the LNG freight market has quickly
tightened by ~80%, moving to ~$135k/day (+$2.50/MMBtu). Given that tepid/LNG prices
(JKM: $6.22/MMBtu) were already squeezing the USG export arb, the ramp in freight costs

(~40% of the cargo value —Figure 2) made the math impossible.

Among the players we’ve spoken with in the physical market, the episode has been framed as
“sloppy freight cover” and “getting too cute while.the market is ripping” — and most are clear
they don't expect a rash of shut-in capacity (yet — which is a.caveat most included). Rather, it
seems like a one-off, but also a warning shot for the market, that with narrow arbitrage
(and in a lower-for-longer scenario), freight management matters, especially given a lack of

seasonally available tonnage.

Do We think This Is The Tip Of A Shut-In Iceberg? Probably not — but with spot freight
rates sitting at ~$130k/day (~$2.50/mmbtu), and a lack of available tonnage given elevated
floating inventories in both the Atlantic basin and Asia (at least ~17 vessels - Figure 3), it's
not unreasonable to think we couldn’t see it happen again. While the idea of lower-for-longer
LNG prices and revenue compression are typically the focal points of caution around the global
build-out of LNG capacity, this highlights the impact that a lack of available and economically
viable LNG Carrier capacity could accelerate margin compression for merchant LNG volumes,

and impact contracted volumes/production as well.
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Figure 2. LNG Carrier Rates & Forward Curve
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Figure 3. Current LNG Floating Storage
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Figure 4. Cheniere’s Approximate Freight Book (Webber R|A Estimate)

Number

Propulsion

Age (Years)

Capacity (cbm)

Containment

VCoOoONOOTUDWNH

FUJI LNG

CADIZ KNUTSEN

LNG BORNO

MARIB SPIRIT

ARWA SPIRIT

GASLOG SYDNEY
GOLAR CELSIUS

GOLAR SEAL

MARAN GAS APOLLONIA
GOLAR PENGUIN
GOLAR FROST

YARI LNG

COOL EXPLORER
MARAN GAS MYSTRAS
MARAN GAS ALEXANDRIA
ENERGY ATLANTIC
CLEAN VISION

OAK SPIRIT

MARIA ENERGY

MARVEL FALCON

LNG SCHNEEWEISSCHEN
MARVEL EAGLE

MARVEL HAWK

Steam
Steam
Steam
DFDE
DFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
TFDE
MEGI
TFDE
XDF
XDF
TFDE
TFDE

RFHEFRLRNWWARADMDMNOIUTUIULTOO O N

147,895
138,000
150,053
165,682
165,647
155,000
160,607
160,548
161,870
160,510
160,510
159,983
160,534
160,102
161,870
159,924
162,158
169,540
174,044
175,120
180,126
156,855
174,499

Moss
NO96
Mk III
Mk III
Mk I11
MK 111
Ml 111
Mk III
M IIT
Ml TI1
Mk III
NO96
Mk III
NO96
Mk III
NO9S6
Mk III
NO96
Mk III
Mk III
NO96
Moss
Mk III

Source: Webber Research & Advisory, LLC estimates, Industry contacts



Webber Research November 6, 2019

Important Disclosures, Disclaimers and Limitations of Liability
Certification. The views expressed herein reflect the personal views of the research analyst(s) on the subject securities or issuers referred to. No part of any Webber Research & Advisory LLC
(*Webber”) research analyst’'s compensation is or will be directly or indirectly related to the specific recommendations or views expressed.

This publication has been reviewed by Webber in order to verify compliance with Webber's internal policies on timeliness, against insider trading, disclosures regarding ratings systems,
conflicts, and disciplinary matters.

No Advice or Solicitation. Webber is an independent research provider and is not a member of the FINRA or the SIPC and is not a registered broker-dealer or investment adviser. The readér
acknowledges the following: (1) you are capable of making your own investment decisions and are not doing so in reliance of the content provided in this document; (2) neithef Webber or
any individual author of this material is recommending or selling any securities to you; and (3) the content contained herein has not been tailored to any person’s specific investrient objectives
and is not intended or provided as investment advice.

The information contained herein is not intended to be an inducement, invitation or commitment to purchase, provide or sell any securities, or to provide any recommendations.on which
individuals should rely for financial, securities, investment or other advice or to make any decision. Information herein is for informational purposes only and should not be construed by a
potential subscriber as a solicitation to effect or attempt to effect transactions in securities, or the rendering of personalized investment advice for compensation. Webber will not render
specific investment advice to any individual or company and the content contained herein has not been tailored to the individual financial circumstances or objectives of any recipient. The
securities and issuers discussed herein may not be suitable for the reader

Webber recommends that readers independently evaluate each issuer, security or instrument discussed herein and consult any independent advisorsthey believe necessary prior to making
any investment decisions. Investment decisions should be made as part of an overall portfolio strategy and you should consult with professional financial, legal and tax advisors prior to
making any investment decision.

For Informational Purposes Only. This publication is provided for information purposes only, is not comprehensive and has not been prepafed for any other purpose. All information contained
herein is provided "as is" for use at your own risk. The views and information in this publication are those of the author(s) and are'subject to change without notice. Webber has no obligation
and assumes no responsibility to update its opinions or information in this publication. The information contained in this piublication whether charts, articles, or any other statement or
statements regarding market, stocks or other financial information has been obtained from sources that Webber believés to be reliable, however Webber does not represent, warrant or
guarantee that it is accurate, complete or timely. Nothing herein should be interpreted to state or imply that past results are an intlication of future performance.

Rating System. Webber uses an absolute rating system which rates the stocks of issuers as Buy, Sell, or Hold (see definitions below) backed by a 12 Month price target. Each analyst has a
single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will trade in the next 12 months. Upside/downside scenarios, where
provided, represent identified potential upside/potential downside to each analyst's price target over the same 12-month period. Buy - Current stock price generally represents upside to our
12-month price target of 20%-+. Sell - Current stock price generally represents downside to our 12-month pricé target of 20%+. Hold - Current stock generally represents limited opportunities
on both the long and short side over 12-month period.

The entire contents of this publication should be carefully read, including the definitions of all ratings. Na'ififérences of its contents should be drawn from the ratings alone.1

Disclaimer Regarding Forward Looking Statements. The information herein may include forward lookirg staterments which are based on our current opinions, expectations and projections.
All ratings and price targets are subject to the realization of the assumptions on which analyst(s) based their views. The assumptions are subject to significant uncertainties and contingencies
which may change materially in response to small changes in one or more of the assumptions. No representation or warranty is made as to the reasonableness of the assumptions that
contributed to the rating or target price or as to any other financial information contained herein, Webber Undertakes no obligation to update or revise any forward looking statements.
Actual results could differ materially from those anticipated in any forward looking statements. Nothing herein should be interpreted to state or imply that past results or events are an
indication of future performance.

IRS Circular 230 Prepared Materials Disclaimer. Webber does not provide tax advice and nothing contained herein should be construed to be tax advice. Please be advised that any discussion
of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the purpose of avoiding U.S. tax-related obligations
or penalties; and (i) was written to support the promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular
circumstances from an independent tax advisor.

No Warranties. Webber disclaims to the fullest extent permitted by law any warranties and representations of any kind, whether express or implied, including, without limitation, warranties
of merchantability or fitness, for any purpose and accuracy or for any other warranty which may otherwise be applicable or created by operation of law, custom, trade usage or course of
dealings. Webber makes no representation that (i) the content will meet your requirements, (ii) the content will be uninterrupted, timely, secure, or error free, or (iii) the information that may
be obtained from the use of the content (including any information and materials herein) will be compliant, correct, complete, accurate or reliable. THERE ARE NO WARRANTIES EXPRESSED
ORIMPLIED, AS TO ACCURACY, COMPLETENESS, OR RESULTS OBTAINED FROM ANY INFORMATION.

Disclaimer of Liability. We shall not accept any liability with respect to the accuracy or completeness of any information herein, or omitted to be included herein, or any information provided,
or omitted to be provided, by any third party: We shall not be liable for any errors or inaccuracies, regardless of cause, or the lack of timeliness, or for any delay, error or interruption in the
transmission thereof to the user. TO THE FULLEST EXTENT PERMITTED BY LAW IN YOUR JURISDICTION, IN NO EVENT SHALL WEBBER BE LIABLE FOR ANY DIRECT, INDIRECT,
CONSEQUENTIAL PUNITIVE, SPECIAL OR INCIDENTAL OR OTHER DAMAGES ARISING OUT OF THE CONTENT.

Reproduction and Distribution Sirictly Prohibited: © Copyright Webber Research & Advisory LLC. No part of this publication or its contents may be downloaded, stored in a retrieval system,
further transmitted, or otherwise reproduced or redistributed in any manner without the prior written permission of Webber. The contents herein are directed at, and produced for the
exclusive use of Webber cliénts and intended recipients. No license is granted to Webber clients and/ or the intended recipient Webber will not treat unauthorized recipients of this publication
asits clients.





