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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2014

OR

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

For the transition period from                      to                     

Commission File Number 001-36407

ALNYLAM PHARMACEUTICALS, INC.

(Exact Name of Registrant as Specified in Its Charter)
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Delaware 77-0602661
(State or Other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)

300 Third Street, Cambridge, MA 02142
(Address of Principal Executive Offices) (Zip Code)

(617) 551-8200

(Registrant�s Telephone Number, Including Area Code)

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  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    Yes  x    No  ¨

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

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨    No  x

At October 31, 2014, the registrant had 76,931,090 shares of Common Stock, $0.01 par value per share, outstanding.
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ALNYLAM PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share amounts)

(Unaudited)

September 30,
2014

December 31,
2013

ASSETS
Current assets:
Cash and cash equivalents $ 82,721 $ 53,169
Marketable securities 507,927 192,701
Investment in equity securities of Regulus Therapeutics Inc. 41,286 �  
Billed and unbilled collaboration receivables 384 4,248
Prepaid expenses and other current assets 10,699 3,910

Total current assets 643,017 254,028
Marketable securities 324,534 104,602
Investment in equity securities of Regulus Therapeutics Inc. �  45,452
Property and equipment, net 18,806 16,448

Total assets $ 986,357 $ 420,530

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 5,201 $ 5,896
Accrued expenses 19,799 14,160
Accrued intraperiod tax allocation 856 �  
Deferred rent 723 1,112
Deferred revenue 30,270 32,696

Total current liabilities 56,849 53,864
Deferred rent, net of current portion 4,502 2,925
Deferred revenue, net of current portion 20,028 93,394
Other liabilities 500 �  

Total liabilities 81,879 150,183

Commitments and contingencies (Note 3)
Stockholders� equity:
Preferred stock, $0.01 par value per share, 5,000,000 shares authorized and no
shares issued and outstanding at September 30, 2014 and December 31, 2013 �  �  

767 637
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Common stock, $0.01 par value per share, 125,000,000 shares authorized;
76,677,045 shares issued and outstanding at September 30, 2014; 63,741,573
shares issued and outstanding at December 31, 2013
Additional paid-in capital 1,823,766 846,228
Accumulated other comprehensive income 15,186 19,717
Accumulated deficit (935,241) (596,235) 

Total stockholders� equity 904,478 270,347

Total liabilities and stockholders� equity $ 986,357 $ 420,530

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALNYLAM PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In thousands, except per share amounts)

(Unaudited)

Three Months
Ended

September 30,
Nine Months Ended

September 30,
2014 2013 2014 2013

Net revenues from collaborators $ 10,972 $ 8,991 $ 26,542 $ 36,320

Operating expenses:

Research and development (1) 46,273 34,457 134,703 80,851

In-process research and development �  �  220,766 �  

General and administrative (1) 9,898 6,768 30,341 18,819

Total operating expenses 56,171 41,225 385,810 99,670

Loss from operations (45,199) (32,234) (359,268) (63,350) 

Other income (expense):

Interest income 753 290 1,779 784
Other income (expense) 524 (12) 365 (18) 

Total other income 1,277 278 2,144 766

Loss before income taxes (43,922) (31,956) (357,124) (62,584) 
(Provision for) benefit from income taxes (67) 2,270 18,118 5,716

Net loss $ (43,989) $ (29,686) $ (339,006) $ (56,868) 

Net loss per common share - basic and diluted $ (0.58) $ (0.48) $ (4.62) $ (0.93) 

Weighted average common shares used to compute basic and
diluted net loss per common share 76,408 62,416 73,375 61,103

Comprehensive loss:
Net loss $ (43,989) $ (29,686) $ (339,006) $ (56,868) 
Unrealized (loss) gain on marketable securities, net of tax (6,230) (962) (3,964) 11,506
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Reclassification adjustment for realized gain on marketable
securities included in net loss (567) �  (567) �  

Comprehensive loss $ (50,786) $ (30,648) $ (343,537) $ (45,362) 

(1)    Non-cash stock-based compensation expenses included
in operating expenses are as follows:

Research and development $ 3,781 $ 6,805 $ 10,019 $ 11,092
General and administrative 2,571 2,040 9,604 4,205

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALNYLAM PHARMACEUTICALS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

(Unaudited)

Nine Months Ended
September 30,

2014 2013
Cash flows from operating activities:
Net loss $ (339,006) $ (56,868) 
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 8,585 7,602
Non-cash stock-based compensation 19,623 15,297
Charge for 401(k) company stock match 513 351
Realized gain on sale of marketable securities (567) �  
Benefit from intraperiod tax allocation (18,118) (5,716) 
In-process research and development 220,766 �  
Changes in operating assets and liabilities:
Proceeds from landlord tenant improvements �  192
Billed and unbilled collaboration receivables 3,864 (505) 
Prepaid expenses and other assets (6,789) (2,222) 
Accounts payable (826) (1,336) 
Accrued expenses and other 7,291 3,871
Deferred revenue (24,342) (6,954) 

Net cash used in operating activities (129,006) (46,288) 

Cash flows from investing activities:
Purchases of property and equipment (5,435) (3,128) 
Purchases of marketable securities (852,673) (335,197) 
Sales and maturities of marketable securities 312,859 151,772
Payment for asset acquisition (25,000) �  

Net cash used in investing activities (570,249) (186,553) 

Cash flows from financing activities:
Proceeds from exercise of stock options and other types of equity 21,735 19,819
Proceeds from issuance of common stock, net of offering costs �  173,572
Proceeds from issuance of common stock to Genzyme 723,037 �  
Payments for repurchase of common stock for employee tax withholding (15,965) (115) 

Net cash provided by financing activities 728,807 193,276
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Net increase (decrease) in cash and cash equivalents 29,552 (39,565) 
Cash and cash equivalents, beginning of period 53,169 51,405

Cash and cash equivalents, end of period $ 82,721 $ 11,840

The accompanying notes are an integral part of these condensed consolidated financial statements.
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ALNYLAM PHARMACEUTICALS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Principles of Consolidation

The accompanying condensed consolidated financial statements of Alnylam Pharmaceuticals, Inc. are unaudited and
have been prepared in accordance with accounting principles generally accepted in the United States of America, or
GAAP, applicable to interim periods and, in the opinion of management, include all normal and recurring adjustments
that are necessary to state fairly the results of operations for the reported periods. Our condensed consolidated
financial statements have also been prepared on a basis substantially consistent with, and should be read in
conjunction with, our audited consolidated financial statements for the year ended December 31, 2013, which were
included in our Annual Report on Form 10-K that was filed with the Securities and Exchange Commission, or SEC,
on February 20, 2014. The year-end condensed consolidated balance sheet data was derived from our audited financial
statements, but does not include all disclosures required by GAAP. The results of our operations for any interim
period are not necessarily indicative of the results of our operations for any other interim period or for a full fiscal
year.

The accompanying condensed consolidated financial statements reflect the operations of Alnylam and our
wholly-owned subsidiaries. All significant intercompany accounts and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Net Loss Per Common Share

We compute basic net loss per common share by dividing net loss by the weighted average number of common shares
outstanding. We compute diluted net loss per common share by dividing net loss by the weighted average number of
common shares and dilutive potential common share equivalents then outstanding. Potential common shares consist of
shares issuable upon the exercise of stock options (using the treasury stock method) and unvested restricted stock
awards. Because the inclusion of potential common shares would be anti-dilutive for all periods presented, diluted net
loss per common share is the same as basic net loss per common share.

The following table sets forth for each period presented the potential common shares (prior to consideration of the
treasury stock method) excluded from the calculation of net loss per common share because their inclusion would be
anti-dilutive, in thousands:

At September 30,
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2014 2013

Options to purchase common stock 8,082 8,021
Unvested restricted common stock 31 593

8,113 8,614

Public Offering

In January 2013, we sold an aggregate of 9,200,000 shares of our common stock through an underwritten public
offering at a price to the public of $20.13 per share. As a result of this offering, we received aggregate net proceeds of
$173.6 million, after deducting underwriting discounts and commissions and other offering expenses of $11.6 million.

5
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Fair Value Measurements

The fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The following tables present information about our assets that
are measured at fair value on a recurring basis at September 30, 2014 and December 31, 2013, and indicate the fair
value hierarchy of the valuation techniques we utilized to determine such fair value. In general, fair values determined
by Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities. Fair values
determined by Level 2 inputs utilize data points that are observable, such as quoted prices (adjusted), interest rates and
yield curves. Fair values determined by Level 3 inputs utilize unobservable data points for the asset or liability, and
include situations where there is little, if any, market activity for the asset or liability. The fair value hierarchy level is
determined by the lowest level of significant input. Financial assets measured at fair value on a recurring basis are
summarized as follows, in thousands:

Description

At
September 30,

2014

Quoted Prices
in Active
Markets
(Level 1)

Significant
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Cash equivalents $ 68,639 $ 68,639 $ �  $ �  
Marketable securities (fixed
income):
Corporate notes 658,282 �  658,282 �  
U.S. government-sponsored
enterprise securities 51,082 �  51,082 �  
Municipal debt securities 9,011 �  9,011 �  
Commercial paper 107,320 �  107,320 �  
Certificates of deposit 6,766 �  6,766 �  
Marketable securities (Regulus
equity holdings) 41,286 41,286 �  �  

Total $ 942,386 $ 109,925 $ 832,461 $ �  
�Article Eighth concerning the
inability of the Company�s
stockholders to act by written
consent;

� Article Seventh concerning the inability of the Company�s stockholders to call special meetings of the stockholders;

� Article Sixth concerning the ability of the Company�s Board of Directors to adopt, alter, amend and repeal the Bylaws; and

� Article Ninth requiring a 66 2/3% vote of stockholders to amend the Bylaws or to amend the provisions of the Amended and
Restated Certificate of Incorporation described above.

The �supermajority� voting provisions may discourage or deter a person from attempting to obtain control of Cheniere by making it more difficult
to amend some provisions of the Company�s Certificate of Incorporation or for the Company�s stockholders to amend any provision of its Bylaws,
whether to eliminate provisions that have an anti-takeover effect or those that protect the interests of minority stockholders. The supermajority

Edgar Filing: ALNYLAM PHARMACEUTICALS, INC. - Form 10-Q

Table of Contents 12



voting provisions will make it more difficult for a stockholder or stockholder group to amend the Company�s Bylaws or put pressure on the
Company�s Board of Directors to amend its Amended and Restated Certificate of Incorporation to facilitate an attempt. Adoption of the
supermajority voting proposal requires only the approval of a majority of the outstanding shares of the Company�s common stock. If the
supermajority voting proposal is adopted by less than a 66 2/3% vote, stockholders having the same percentage of voting power as those who
voted in favor of its adoption will not have sufficient voting power to alter, amend or repeal these provisions at a later date.

Recommendation of the Company�s Board

The Board of Directors unanimously approved the Governance Proposals and has determined that each of the Governance Proposals is advisable
and in the best interests of the Company and the Company�s unaffiliated and affiliated stockholders. The Board of Directors recommends a
vote FOR approval of each of the Governance Proposals.

Description of Bylaws Amendments

The Company�s Board of Directors has also approved amendments to the Company�s Bylaws necessary to conform the Bylaws to the Amended
and Restated Certificate of Incorporation if the Governance Proposals are approved. Section 2.2 will be amended to conform to the provision of
the Company�s Amended and Restated Certificate of Incorporation prohibiting stockholders from calling a special meeting of stockholders.
Section 2.9 will be deleted, thereby eliminating the stockholders� right to act by written consent in lieu of an annual or special meeting. Section
3.2 will be amended to provide for the division of the Board of Directors into three classes. A new Section 3.3 will be added to account for
vacancies on the Board of Directors. Section 3.4 will be amended to provide that stockholders will no longer be able to remove directors by
written consent and directors will no longer be removed without cause. Section 10.1 will be amended such that stockholders will not longer be
able to adopt, amend or repeal any Bylaws by written consent and to require the vote of 66 2/3% of the outstanding shares of stock entitled to
vote, voting together as a single class, to alter,

15
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amend, rescind or repeal the Bylaws. We refer you to the full text of the Amended and Restated Bylaws, which are attached as Appendix C. The
proposed amendments were approved by the Company�s Board of Directors in connection with the Governance Proposals and are referred to in
this proxy statement as the Bylaws amendments. The Bylaws amendments will become effective when the Governance Proposals are accepted.

EXECUTIVE COMPENSATION

The following table reflects all compensation received by the chief executive officer and by each of the other executive officers of the Company
during the three years ended December 31, 2002, 2001 and 2000 (collectively, the �Named Executives�).

SUMMARY COMPENSATION TABLE

Year

Annual Compensation

Long Term
Compensation

Awards

Name and Principal Position Salary Bonus

Securities
Underlying

Options/SARs (#)

Charif Souki (1) 2002 $ 182,097 �  50,000
Chairman, President and Chief 2001 $ 125,000 $ 50,000 120,000
Executive Officer 2000 $ 120,000 $ 100,000 112,500

Walter L. Williams 2002 $ 150,000 �  37,500
Vice Chairman 2001 $ 150,000 �  80,000

2000 $ 127,500 �  67,500

Charles M. Reimer (2) 2002 $ 180,000 �  �  
Former President and Chief 2001 $ 180,000 �  120,000
Executive Officer 2000 $ 60,000 �  362,500

Don A. Turkleson 2002 $ 150,000 �  25,000
Vice President, Chief Financial 2001 $ 150,000 �  80,000
Officer, Secretary and Treasurer 2000 $ 112,500 �  67,500

Jonathan S. Gross 2002 $ 150,000 �  25,000
Vice President � Exploration 2001 $ 150,000 �  60,000

2000 $ 120,000 �  86,250

(1) In October 1998, Mr. Souki commenced providing consulting services to the Company pursuant to a Services Agreement and was
compensated at a rate of $10,000 per month. Such rate was increased to $15,000 per month in November 2001 and to $20,000 per month
in December 2002. Mr. Souki was awarded a bonus of $50,000 in November 2001 and was paid in 2003.

(2) Mr. Reimer resigned as President and Chief Executive Officer of the Company in December 2002.

16
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Option Grants

Stock options granted to Named Executives during the year ended December 31, 2002 are summarized in the following table:

Individual Grants

Name

Number of
Securities

Underlying
Options/

SARs
Granted

% of Total
Options/SARs

Granted to
Employees in
Fiscal Period

Exercise
or Base
Price
Per

Share
Expiration

Date

Potential Realizable
Value at Assumed
Annual Rates of

Stock Price
Appreciation for

Option Term

5% 10%

Charif Souki 50,000 19.6% $ 1.25 12/19/07 $ 17,268 $ 38,157
Walter L. Williams 37,500 14.7% $ 1.25 12/19/07 $ 12,951 $ 28,618
Charles M. Reimer �  �  $ �  �  $ �  $ �  
Don A. Turkleson 25,000 9.8% $ 1.25 12/19/07 $ 8,634 $ 19,078
Jonathan S. Gross 25,000 9.8% $ 1.25 12/19/07 $ 8,634 $ 19,078

Options granted to Named Executives during 2002 have a term of five years and vest 33% on each of the first three anniversaries of the date of
grant.

Outside members of the Board of Directors (those who do not serve as executive officers of the Company) are compensated for their services to
the Company through the grant of options to purchase Common Stock of the Company.

Option Exercises and Year-End Values

The following table sets forth information regarding unexercised options or warrants to purchase shares of Common Stock granted by the
Company to Named Executives. No Named Executives exercised any Common Stock options during the fiscal year ended December 31, 2002.

Number of Securities
Underlying Unexercised

Options/SARs at
December 31, 2002

Value of Unexercised In-the-
Money Options/SARs at

December 31, 2002(1)

Name Exercisable Unexercisable Exercisable Unexercisable

Charif Souki 119,167 163,333 $ 8,800 $ 19,100
Walter L. Williams 140,417 119,583 $ 5,867 $ 12,858
Charles M. Reimer 377,917 113,333 $ 8,800 $ 17,600
Don A. Turkleson 102,917 107,083 $ 5,867 $ 12,483
Jonathan S. Gross 91,562 98,438 $ 4,400 $ 9,550
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(1) The value of unexercised options and warrants to purchase Common Stock at December 31, 2002 is calculated based upon The American
Stock Exchange closing market price of $1.28 per share on December 31, 2002.
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Equity Compensation Plan Disclosure Table

The following table summarizes the Company�s use of equity securities as a form of compensation for services rendered to the Company.

Number of securities to
be issued upon exercise
of outstanding options,

warrants and rights

Weighted-average
exercise price

of
outstanding options,

warrants and
rights

Number of securities
remaining available
for future issuance

under equity
compensation plans

Equity compensation plans approved by security holders 1,983,611 $ 2.07 16,389
Equity compensation plans not approved by security
holders 450,000 $ 2.92 �  

Total 2,433,611 $ 2.22 16,389

The Company has issued warrants for the purchase of 450,000 shares of its Common Stock at exercise prices ranging from $1.20 to $11.50 per
share as additional compensation for various services rendered to the Company, including assistance in private placements of equity securities,
investor relations and marketing of LNG terminal capacity, as well as pursuant to the terms of an employment agreement.

Indemnification of Officers and Directors

The Company�s Amended and Restated Certificate of Incorporation, as amended, provides that the liability of directors for monetary damages
shall be limited to the fullest extent permissible under Delaware law. This limitation of liability does not affect the availability of injunctive
relief or other equitable remedies.

The Company�s Amended and Restated Certificate of Incorporation and Bylaws, each as amended, provide that the Company shall indemnify its
directors and officers to the fullest extent possible under Delaware law. These indemnification provisions require the Company to indemnify
such persons against certain liabilities and expenses to which they may become subject by reason of their service as a director or officer of the
Company or any of its affiliated enterprises. The provisions also set forth certain procedures, including the advancement of expenses, that apply
in the event of a claim for indemnification.

18
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Security Ownership of Certain Beneficial Owners and Management

The following table sets forth information with respect to the shares of Common Stock owned of record and beneficially as of November 11,
2003 by all persons who own of record or are known by the Company to own beneficially more than 5% of the outstanding Common Stock, by
each director, nominee for director and Named Executive, and by all directors and executive officers as a group:

Name

Beneficial
Ownership

Percent of
Class

BSR Investments, Ltd. 1,293,978(1) 8.1%
Nuno Brandolini 283,750(2) 1.7%
Keith F. Carney 171,667(3) 1.1%
Jonathan S. Gross 156,417(4) 1.0%
Paul J. Hoenmans 70,000(5) *
David B. Kilpatrick 26,000(6) *
Keith M. Meyer 1,000(7) *
Charif Souki 284,017(8) 1.8%
Don A. Turkleson 198,084(9) 1.2%
Walter L. Williams 225,834(10) 1.4%
All Directors and Officers as a group (9 persons) 1,416,768(11) 8.2%

* Less than 1%

(1) BSR Investments, Ltd. is controlled by Nicole Souki, the President of BSR and the mother of Charif Souki. Charif Souki disclaims
beneficial ownership of the shares. BSR�s address is c/o Harney, Westwood & Riegels, Box 71, Craigmuir Chambers, Road Town, Tortola,
B.V.I.

(2) Includes 70,000 shares issuable upon exercise of currently exercisable options held by Mr. Brandolini. Also includes warrants to
purchase 213,750 shares of Common Stock held by Arabella SA, of which Mr. Brandolini disclaims beneficial ownership. Mr.
Brandolini serves as Chairman and Chief Executive Officer of Scorpion Holdings, Inc, which manages investments for Arabella SA.
Mr. Brandolini also serves as a director of Arabella SA.

(3) Includes 142,500 shares issuable upon exercise of currently exercisable options held by Mr. Carney.

(4) Includes 145,000 shares issuable upon exercise of currently exercisable options and 8,333 shares issuable upon exercise of options which
become exercisable within 60 days of the filing of this proxy statement. Excludes 36,667 shares issuable upon the exercise of options held
by Mr. Gross but not exercisable within 60 days of the filing of this proxy statement.

(5) Includes 70,000 shares issuable upon exercise of currently exercisable options held by Mr. Hoenmans.

(6) Includes 25,000 shares issuable upon exercise of currently exercisable options. Excludes 25,000 shares issuable upon the exercise of
options held by Mr. Kilpatrick but not exercisable within 60 days of the filing of this proxy statement.

(7) Excludes 250,000 shares issuable upon the exercise of options held by Mr. Meyer but not exercisable within 60 days of the filing of this
proxy statement.
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(8) Includes 14,250 shares issuable upon exercise of currently exercisable warrants and 60,500 shares owned by Mr. Souki�s wife. Also
includes 192,500 shares issuable upon exercise of currently exercisable options and 16,667 shares issuable upon exercise of options
which become exercisable within 60 days of the filing of this proxy statement. Excludes 250,000 shares issuable upon exercise of
warrants held by Mr. Souki but not exercisable within 60 days of the date of the filing of this proxy statement. Does not include
1,293,978 shares of Cheniere Common Stock held by BSR Investments, Ltd. of which Charif Souki disclaims beneficial ownership.
BSR Investments, Ltd. is controlled by Nicole Souki, the President of BSR Investments, Ltd. and the mother of Charif Souki.
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(9) Includes 167 shares issuable upon exercise of currently exercisable warrants, 158,334 shares issuable upon exercise of currently
exercisable options and 8,333 shares issuable upon exercise of options which become exercisable within 60 days of the filing of this proxy
statement. Excludes 43,333 shares issuable upon the exercise of options held by Mr. Turkleson but not exercisable within 60 days of the
filing of this proxy statement.

(10) Includes 195,834 shares issuable upon exercise of currently exercisable options, 12,500 shares issuable upon exercise of options which
become exercisable within 60 days of the filing of this proxy statement and 10,000 shares owned by Mr. Williams� wife. Excludes 51,667
shares issuable upon the exercise of options held by Mr. Williams but not exercisable within 60 days of the filing of this proxy statement.

(11) Includes an aggregate of 999,168 shares issuable upon exercise of currently exercisable options, 45,832 shares issuable upon exercise of
options which become exercisable within 60 days of the filing of this proxy statement and 228,167 shares issuable upon exercise of
currently exercisable warrants. Excludes an aggregate of 729,999 shares issuable upon the exercise of options and warrants not exercisable
within 60 days of the filing of this proxy statement.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee of the Board of Directors has furnished the following report on executive compensation for the fiscal year ended
December 31, 2002:

The Compensation Committee, which is comprised of non-employee directors of the Company, establishes the general compensation policies of
the Company, establishes the compensation plans and compensation levels for officers and certain other key employees and administers the
Company�s stock option plan.

The Committee also establishes salary ranges for officers and certain key employees, and generally approves specific amounts within those
ranges on the recommendation of management.

In establishing compensation policies, the Committee believes that total compensation of executive officers, as well as other key employees,
should be competitive with other similar oil and gas companies or other business opportunities available to such executive officers and key
employees while, within the Company, being fair and discriminating on the basis of personal performance. Periodic awards of stock options are
intended to both retain executives and to motivate them to accomplish long-term growth objectives and improve long-term market performance.

The Committee has from time to time retained outside compensation consultants to conduct compensation surveys and advise the Committee
concerning compensation matters, and the Committee has surveyed the executive compensation levels of companies in the oil and gas industry
that are similar to the Company.

The Company seeks to relate a significant portion of the potential total executive compensation to the Company�s financial performance. In
general, executive financial rewards at Cheniere may be segregated into the following components: salary and stock-based benefits. The
Committee has not awarded any bonus compensation, except for a December 2000 award of $100,000 and a November 2001 award of $50,000
to the Company�s Chairman.

Base compensation for senior executive officers is intended to afford a reasonable degree of financial security and flexibility to those individuals
who are regarded by the Committee as acceptably discharging the levels and types of responsibility implicit in their respective executive
positions.

The Committee is of the view that properly designed and administered stock-based incentives for senior executives closely align the executives�
economic interests with those of stockholders and provide a direct continuing focus upon the goal of constantly striving to increase long-term
stockholder value. Toward that goal, the Company established the Cheniere Energy, Inc. 1997 Stock Option Plan and has made periodic grants
of stock options to its officers and other key employees. See �Management - Executive Compensation� and �Management - Option Grants.�

Chief Executive Officer�s Compensation. The Committee determines the compensation of the Chief Executive Officer in substantially the same
manner as the compensation of the other officers. In establishing the base salary for Mr. Reimer and the consulting fee for Mr. Souki for the
2002 fiscal year, the Committee assessed (i) the performance of the Company, (ii) total return to stockholders, (iii) progress toward
implementation of the Company�s strategic business plan and (iv) compensation levels of chief executive officers of similar companies in the oil
and gas industry. The performance by the Company is measured by, among other things, corporate net earnings, revenues, growth in net
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underlying asset value, stock price and a comparison to similar companies in the oil and gas industry.

Mr. Reimer served as President and Chief Executive Officer of the Company until his resignation on December 18, 2002. Mr. Reimer received a
base salary at the rate of $180,000 per year. Effective December 19, 2002, Mr. Souki assumed the positions of President and Chief Executive
Officer and receives base compensation of $240,000 per year.

Omnibus Budget Reconciliation Act of 1993. Section 162(m) of the Omnibus Budget Reconciliation Act of 1993 limits the deductibility to the
Company of cash compensation in excess of $1 million paid to the Company�s
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chief executive officer and the next four highest paid officers during any fiscal year, unless such compensation meets certain requirements.
During 2002, the Committee reviewed compensation programs in light of the requirements of this law. The Committee does not expect the law
to impact the Company in 2003 or for the foreseeable future in any significant way, if at all.

Members of the Compensation Committee

Keith F. Carney, Chairman

Paul J. Hoenmans

John K. Howie

Pursuant to SEC rules, this section of this Proxy Statement does not constitute �soliciting material� and should not be deemed �filed� with
the SEC and is not incorporated by reference into the Company�s Annual Report on Form 10-K or any other future filing under the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that the Company
specifically incorporates it by reference into a filing.

Compensation Committee Interlocks and Insider Participation

In addition to serving as a member of the Compensation Committee, Mr. Carney was formerly an officer of the Company. Mr. Carney served as
Chief Financial Officer and Treasurer of the Company from July 1996 through November 1997 and Executive Vice President from 1997 through
August 2001.

In addition to serving as a director of the Company, several directors held positions as executive officers during the fiscal year ended December
31, 2002. Mr. Souki served as Chairman of the Board; Mr. Williams served as Vice Chairman of the Board. Mr. Reimer served as President and
Chief Executive Officer until his resignation on December 18, 2002, at which time Mr. Souki assumed the additional positions of President and
Chief Executive Officer.

Common Stock Performance Graph

The following graph compares the cumulative total stockholder return on the Company�s Common Stock against the S&P Oil and Gas
(Exploration & Production) Index, and the Russell 2000 Index for the five years ended December 31, 2002. The Company�s Common Stock
began trading on the OTC Bulletin Board on July 3, 1996, moved to the NASDAQ SmallCap Market on April 11, 1997, again traded on the
OTC Bulletin Board beginning December 14, 2000, and began trading on The American Stock Exchange on March 5, 2001. The graph was
constructed on the assumption that $100 was invested in the Company�s Common Stock, the S&P Oil and Gas (Exploration & Production) Index,
and the Russell 2000 Index on December 31, 1997.

Pursuant to SEC rules, this section of this Proxy Statement does not constitute �soliciting material� and should not be deemed �filed� with the SEC
and is not incorporated by reference into the Company�s Annual Report on Form 10-K or any other future filing under the Securities Act of 1933,
as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that the Company specifically incorporates it by reference
into a filing. The stock price performance on the following graph is not necessarily an indicator of future stock price performance.
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COMPARISON OF CUMULATIVE TOTAL RETURN

Among Cheniere Energy, Inc., S&P Oil & Gas (Exploration & Production)

Index, and Russell 2000 Index

12/31/1997 12/31/1998 12/31/1999 12/31/2000 12/31/2001 12/31/2002

Cheniere Energy, Inc. $ 100 $ 48 $ 35 $ 34 $ 12 $ 16
S&P Oil & Gas (Exploration &
Production) Index $ 100 $ 68 $ 81 $ 130 $ 102 $ 101
Russell 2000 Index $ 100 $ 97 $ 116 $ 111 $ 112 $ 88

Certain Relationships and Related Transactions

BSR Investments, Ltd. (�BSR�), an entity holding approximately 8.1% of the outstanding shares of the Company�s Common Stock, is under the
control of Nicole Souki, the mother of Charif Souki, Chairman of the Board of Directors, President and Chief Executive Officer. Charif Souki
has been engaged, from time to time, as a consultant to BSR. Charif Souki disclaims beneficial ownership of all shares held by BSR.

Cheniere has a 20 percent non-cost bearing interest in J&S Cheniere, SA, a Swiss corporation formed for the purpose of engaging in the trading
and transportation of liquefied natural gas. Karim Souki, brother of Cheniere Chairman and President, Charif Souki, is a principal employee of
J&S Cheniere, SA.

All such transactions were approved by the Board of Directors of the Company, and the Company believes that each such transaction was on
terms that were comparable to, or more favorable to the Company than, those that might have been obtained by the Company on an arm�s length
basis from unaffiliated parties.

Interest of Certain Persons in Matters to be Acted Upon

Executive officers and directors of the Company have an interest in the matters being presented for stockholder approval. Upon stockholder
approval of the 2003 Plan, executive officers and directors of the Company may be granted stock options, purchased stock awards, bonus stock
awards, stock appreciation rights, phantom stock awards, performance awards and restricted stock awards pursuant to the 2003 Plan. The
approval of the 2003 Plan is being presented as Proposal 1.
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OTHER MATTERS

Required Vote

Only holders of Common Stock as of the Record Date will be entitled to vote in person or by proxy at the Meeting. A majority of issued and
outstanding shares of Common Stock as of the Record Date represented at the Meeting in person or by proxy will constitute a quorum for the
transaction of business.

Abstentions and broker non-votes will be counted for purposes of determining the presence or absence of a quorum. Provided that a quorum is
present at the Meeting, the proposed adoption of the Company�s 2003 Stock Incentive Plan will require approval by a majority of shares entitled
to vote thereon at the Meeting. Approval of each of the Governance Proposals requires the vote of a majority of the shares of Common Stock
outstanding as of the Record Date.

Because broker non-votes are not considered �shares present� with respect to matters requiring the affirmative vote of a majority of shares
represented in person or by proxy at the Meeting, broker non-votes will not affect the outcome with respect to the proposed adoption of the
Company�s 2003 Stock Incentive Plan but broker non-votes with respect to the Governance Proposals will have the same effect as a vote against
approval thereof. Abstentions with respect to the proposed adoption of the Company�s 2003 Stock Incentive Plan or the Governance Proposals
will have the same effect as a vote against approval thereof.

Stockholder Proposals

Management anticipates that the Company�s 2004 annual stockholders meeting will be held during May 2004. Any stockholder who wishes to
submit a proposal for action to be included in the proxy statement and form of proxy relating to the Company�s 2004 annual stockholders
meeting must submit the proposal to the Company on or before December 24, 2003. Any such proposals should be timely sent to the Secretary
of the Company, 333 Clay Street, Suite 3400, Houston, Texas 77002-4102. Such proposal must meet all of the requirements of the Securities
and Exchange Commission to be eligible for inclusion in the Company�s 2004 proxy materials. Furthermore, proposals by stockholders may be
considered untimely if the Company has not received notice of the proposal at least forty-five days prior to the mailing of the proxy materials.

By order of the Board of Directors,

/S/    DON A. TURKLESON        

Don A. Turkleson

Secretary

December       , 2003
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CHENIERE ENERGY, INC.

2003 STOCK INCENTIVE PLAN

ARTICLE I

INTRODUCTION

1.1 Purpose. The Cheniere Energy, Inc. 2003 Stock Incentive Plan (the �Plan�) is intended to promote the interests of Cheniere Energy, Inc., a
Delaware corporation, (the �Company�) and its stockholders by encouraging Employees, Consultants and Non-Employee Directors of the
Company or its Affiliates (as defined below) to acquire or increase their equity interests in the Company, thereby giving them an added incentive
to work toward the continued growth and success of the Company. The Board of Directors of the Company (the �Board�) also contemplates that
through the Plan, the Company and its Affiliates will be better able to compete for the services of the individuals needed for the continued
growth and success of the Company.

1.2 Shares Subject to the Plan. The aggregate number of shares of Common Stock, $.003 par value per share, of the Company (�Common Stock�)
that may be issued under the Plan shall not exceed 1,000,000. No more than 500,000 shares of Common Stock shall be issued to any one
Participant in any one calendar year. Notwithstanding the above, however, in the event that at any time after the Effective Date the outstanding
shares of Common Stock are changed into or exchanged for a different number or kind of shares or other securities of the Company by reason of
a merger, consolidation, recapitalization, reclassification, stock split, stock dividend, combination of shares or the like, the aggregate number and
class of securities available under the Plan shall be ratably adjusted by the Committee (as defined below), whose determination shall be final and
binding upon the Company and all other interested persons. In the event the number of shares to be delivered upon the exercise or payment of
any Award granted under the Plan is reduced for any reason whatsoever or in the event any Award granted under the Plan can no longer under
any circumstances be exercised or paid, the number of shares no longer subject to such Award shall thereupon be released from such Award and
shall thereafter be available under the Plan for the grant of additional Awards. Shares issued pursuant to the Plan (i) may be treasury shares,
authorized but unissued shares or, if applicable, shares acquired in the open market and (ii) shall be fully paid and nonassessable.

1.3 Administration of the Plan. The Plan shall be administered by the Committee. Subject to the provisions of the Plan, the Committee shall
interpret the Plan and all Awards under the Plan, shall make such rules as it deems necessary for the proper administration of the Plan, shall
make all other determinations necessary or advisable for the administration of the Plan and shall correct any defect or supply any omission or
reconcile any inconsistency in the Plan or in any Award under the Plan in the manner and to the extent that the Committee deems desirable to
effectuate the Plan. Any action taken or determination made by the Committee pursuant to this and the other paragraphs of the Plan shall be
conclusive on all parties. The act or determination of a majority of the Committee shall be deemed to be the act or determination of the
Committee.

1.4 Amendment and Discontinuance of the Plan. The Board may amend, suspend or terminate the Plan; provided, however, no amendment,
suspension or termination of the Plan may without the consent of the holder of an Award terminate such Award or adversely affect such person�s
rights with respect to such Award in any material respect; provided further, however, that any amendment which would constitute a �material
revision� of the Plan (as that term is used in the rules of the American Stock Exchange) shall be subject to shareholder approval.

1.5 Granting of Awards to Participants. The Committee shall have the authority to grant, prior to the expiration date of the Plan, Awards to
such Employees, Consultants and Non-Employee Directors as may be selected by it on the terms and conditions hereinafter set forth in the Plan.
In selecting the persons to receive Awards, including the type and size of the Award, the Committee may consider any factors that it may deem
relevant.
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1.6 Term of Plan. The Plan shall be effective as of the date approved by shareholders of the Company (the �Effective Date�). The provisions of
the Plan are applicable to all Awards granted on or after the Effective Date. If not sooner terminated under the provisions of Section 1.4, the Plan
shall terminate upon, and no further Awards shall be made, after the tenth (10th) anniversary of the Effective Date.

1.7 Leave of Absence. If an employee is on military, sick leave or other bona fide leave of absence, such person shall be considered an
�Employee� for purposes of an outstanding Award during the period of such leave provided it does not exceed 90 days, or, if longer, so long as the
person�s right to reemployment is guaranteed either by statute or by contract. If the period of leave exceeds 90 days, the employment relationship
shall be deemed
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to have terminated on the 91st day of such leave, unless the person�s right to reemployment is guaranteed by statute or contract.

1.8 Definitions. As used in the Plan, the following terms shall have the meanings set forth below:

�1933 Act� means the Securities Act of 1933, as amended.

�1934 Act� means the Securities Exchange Act of 1934, as amended.

�Affiliate� means (i) any entity in which the Company, directly or indirectly, owns 10% or more of the combined voting power, as determined by
the Committee, (ii) any �parent corporation� of the Company (as defined in section 424(e) of the Code), (iii) any �subsidiary corporation� of any
such parent corporation (as defined in section 424(f) of the Code) of the Company and (iv) any trades or businesses, whether or not incorporated
which are members of a controlled group or are under common control (as defined in Sections 414(b) or (c) of the Code) with the Company.

�Awards� means, collectively, Options, Purchased Stock, Bonus Stock, Stock Appreciation Rights, Phantom Stock, Restricted Stock, Performance
Awards, or Other Stock or Performance Based Awards.

�Bonus Stock� is defined in Article V.

�Cause� for termination of any Participant who is a party to an agreement of employment with or services to the Company shall mean termination
for �Cause� as such term is defined in such agreement, the relevant portions of which are incorporated herein by reference. If such agreement does
not define �Cause� or if a Participant is not a party to such an agreement, �Cause� means (i) the willful commission by a Participant of a criminal or
other act that causes or is likely to cause substantial economic damage to the Company or an Affiliate or substantial injury to the business
reputation of the Company or Affiliate; (ii) the commission by a Participant of an act of fraud in the performance of such Participant�s duties on
behalf of the Company or an Affiliate; or (iii) the continuing willful failure of a Participant to perform the duties of such Participant to the
Company or an Affiliate (other than such failure resulting from the Participant�s incapacity due to physical or mental illness) after written notice
thereof (specifying the particulars thereof in reasonable detail) and a reasonable opportunity to be heard and cure such failure are given to the
Participant by the Committee. For purposes of the Plan, no act, or failure to act, on the Participant�s part shall be considered �willful� unless done
or omitted to be done by the Participant not in good faith and without reasonable belief that the Participant�s action or omission was in the best
interest of the Company or an Affiliate, as the case may be.

�Change of Control� shall be deemed to have occurred upon any of the following events:

(i) any �person� (as defined in Section 3(a)(9) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), and as modified in Section
13(d) and 14(d) of the Exchange Act) other than (A) the Company or any of its subsidiaries, (B) any employee benefit plan of the Company or
any of its subsidiaries, (C) or any Affiliate, (D) a company owned, directly or indirectly, by stockholders of the Company in substantially the
same proportions as their ownership of the Company, or (E) an underwriter temporarily holding securities pursuant to an offering of such
securities (a �Person�), becomes the �beneficial owner� (as defined in Rule 13d-3 of the Exchange Act), directly or indirectly, of securities of the
Company representing 30% or more of the shares of voting stock of the Company then outstanding; provided, however, that an initial public
offering of Common Stock shall not constitute a Change of Control;
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(ii) the consummation of any merger, organization, business combination or consolidation of the Company or one of its subsidiaries with or into
any other company, other than a merger, reorganization, business combination or consolidation which would result in the holders of the voting
securities of the Company outstanding immediately prior thereto holding securities which represent immediately after such merger,
reorganization, business combination or
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consolidation more than 50% of the combined voting power of the voting securities of the Company or the surviving company or the parent of
such surviving company;

(iii) the consummation of a sale or disposition by the Company of all or substantially all of the Company�s assets, other than a sale or disposition
if the holders of the voting securities of the Company outstanding immediately prior thereto hold securities immediately thereafter which
represent more than 50% of the combined voting power of the voting securities of the acquiror, or parent of the acquiror, of such assets, or the
stockholders of the Company approve a plan of complete liquidation or dissolution of the Company; or

(iv) individuals who, as of the Effective Date, constitute the Board (the �Incumbent Board�) cease for any reason to constitute at least a majority of
the Board; provided, however, that any individual becoming a director subsequent to the Effective Date whose election by the Board, was
approved by a vote of at least a majority of the directors then comprising the Incumbent Board shall be considered as though such individual
were a member of the Incumbent Board, but excluding, for this purpose, any such individual whose initial assumption of office occurs as a result
of an election contest with respect to the election or removal of directors or other solicitation of proxies or consents by or on behalf of a person
other than the Board.

�Code� means the Internal Revenue Code of 1986, as amended from time to time, and the rules and regulations thereunder.

�Committee� means the compensation committee appointed by the Board to administer the Plan or, if none, the Board; provided however, that with
respect to any Award granted to a Covered Employee which is intended to be �performance-based compensation� as described in Section
162(m)(4)(c) of the Code, the Committee shall consist solely of two or more �outside directors� as described in Section 162(m)(4)(c)(i) of the
Code.

�Consultant� means any individual, other than a Director or an Employee, who renders consulting or advisory services to the Company or an
Affiliate.

�Covered Employee� shall mean the Chief Executive Officer of the Company or the four highest paid officers of the Company other than the
Chief Executive Officer as described in Section 162(m)(3) of the Code.

�Disability� means an inability to perform the Participant�s material services for the Company for a period of 90 consecutive days or a total of 180
days, during any 365-day period, in either case as a result of incapacity due to mental or physical illness, which is determined to be total and
permanent. A determination of Disability shall be made by a physician satisfactory to both the Participant (or his guardian) and the Company,
provided that if the Participant (or his guardian and the Company do not agree on a physician, the Participant and the Company shall each select
a physician and these two together shall select a third physician, whose determination as to Disability shall be binding on all parties. Eligibility
for disability benefits under any policy for long-term disability benefits provided to the Participant by the Company shall conclusively establish
the Participant�s disability.

�Employee� means any employee of the Company or an Affiliate.

�Employment� includes any period in which a Participant is an Employee or a paid Consultant to the Company or an Affiliate.
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�Fair Market Value or FMV Per Share�. The Fair Market Value or FMV Per Share of the Common Stock shall be the closing price on the
principal exchange or over-the-counter market on which such shares are trading, if any, or as reported on any composite index which includes
such principal exchange, for the date of the determination, or if no trade of the Common Stock shall have been reported for such date, the closing
sales price quoted on such exchange for the most recent trade prior to the determination date. If shares of the Common Stock are not listed or
admitted to trading on any exchange, over-the-counter market or any similar organization as of the
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determination date, the FMV Per Share shall be determined by the Committee in good faith using any fair and reasonable means selected in its
discretion.

�Good Reason� means termination of employment by an Employee, termination of service by a Consultant or resignation from the Board of a
Non-Employee Director under any of the following circumstances:

(i) if such Employee, Consultant or Non-Employee Director is a party to an agreement for employment with or services to the Company, which
agreement includes a definition of �Good Reason� for termination of employment with or services to the Company, �Good Reason� shall have the
same definition for purposes of the Plan as is set forth in such agreement, the relevant portions of which are incorporated herein by reference.

(ii) if such Employee, Consultant or Non-Employee Director is not a party to an agreement with the Company that defines the term �Good
Reason,� such term shall mean termination of employment or service under any of the following circumstances, if the Company fails to cure such
circumstances within thirty (30) days after receipt of written notice from the Participant to the Company setting forth a description of such Good
Reason:

(i) the removal from or failure to re-elect the Participant to the office or position in which he or she last served;

(ii) the assignment to the Participant of any duties, responsibilities, or reporting requirements inconsistent with his or her position with the
Company, or any material diminishment, on a cumulative basis, of the Participant�s overall duties, responsibilities, or status;

(iii) a material reduction by the Company in the Participant�s fees, compensation, or benefits; or

(iv) the requirement by the Company that the principal place of business at which the Participant performs his duties be changed to a location
more than fifty (50) miles from downtown Houston, Texas.

�Incentive Option� means any option that satisfies the requirements of Code Section 422 and is granted pursuant to Article III of the Plan.

�Non-Employee Director� means persons who are members of the Board but who are neither Employees nor Consultants of the Company or any
Affiliate.

�Non-Qualified Option� shall mean an option not intended to satisfy the requirements of Code Section 422 and which is granted pursuant to
Article II of the Plan.

�Option� means an option to acquire Common Stock granted pursuant to the provisions of the Plan, and refers to either an Incentive Stock Option
or a Non-Qualified Stock Option, or both, as applicable.
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�Option Expiration Date� means the date determined by Committee which shall not be more than ten years after the date of grant of an Option.

�Optionee� means a Participant who has received or will receive an Option.

�Other Stock-Based Award� means an award granted pursuant to Article IX of the Plan that is not otherwise specifically provided for, the value of
which is based in whole or in part upon the value of a share of Common Stock.

�Outstanding Company Common Stock� means, as of any date of determination, the then outstanding shares of Common Stock of the Company.
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�Outstanding Company Voting Securities� means, as of any date of determination, the combined voting power of the then outstanding voting
securities of the Company entitled to vote generally on the election of directors.

�Participant� means any Non-Employee Director, Employee or Consultant granted an Award under the Plan.

�Performance Award� means an Award granted pursuant to Article VIII of the Plan, which, if earned, shall be payable in shares of Common
Stock, cash or any combination thereof as determined by the Committee.

�Purchased Stock� means a right to purchase Common Stock granted pursuant to Article IV of the Plan.

�Phantom Shares� means an Award of the right to receive shares of Common Stock issued at the end of a Restricted Period which is granted
pursuant to Article VI of the Plan.

�Reload Option� is defined in Section 2.3(g).

�Restricted Period� shall mean the period established by the Committee with respect to an Award during which the Award either remains subject
to forfeiture or is not exercisable by the Participant.

�Restricted Stock� shall mean any share of Common Stock, prior to the lapse of restrictions thereon, granted under Article VII of the Plan.

�Stock Appreciation Rights� means an Award granted pursuant to Article VI of the Plan.

ARTICLE II

NONQUALIFIED STOCK OPTIONS

2.1 Grants. The Committee may grant Options to purchase the Common Stock to any Employee, Consultant or Non-Employee Director
according to the terms set forth below.

2.2 Calculation of Exercise Price. The exercise price to be paid for each share of Common Stock deliverable upon exercise of each Option
granted under this Article II shall not be less than the FMV Per Share on the date of grant of such Option. The exercise price for each Option
granted under Article II shall be subject to adjustment as provided in Section 2.3(e).
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2.3 Terms and Conditions of Options. Options shall be in such form as the Committee may from time to time approve, shall be subject to the
following terms and conditions and may contain such additional terms and conditions, not inconsistent with this Article II, as the Committee
shall deem desirable:

(a) Option Period and Conditions and Limitations on Exercise. No Option shall be exercisable later than the Option Expiration Date. To the
extent not prohibited by other provisions of the Plan, each Option shall be exercisable at such time or times as the Committee in its discretion
may determine at the time such Option is granted.

(b) Manner of Exercise. In order to exercise an Option, the person or persons entitled to exercise it shall deliver to the Company payment in full
for the shares being purchased, together with any required withholding taxes. The payment of the exercise price for each Option shall either be
(i) in cash or by check payable and acceptable to the Company, (ii) with the consent of the Committee, by tendering to the Company shares of
Common Stock owned by the person for more than six months having an aggregate Fair Market Value as of the date of exercise that is not
greater than the full exercise price for the shares with respect to which the Option is being exercised and by paying any remaining amount of the
exercise price as provided in (i) above, or (iii) subject to such instructions as the Committee may specify, at the person�s written request the
Company may deliver certificates for the shares of Common Stock for which the Option is being exercised to a broker for sale on behalf of the
person, provided that the person has irrevocably instructed such broker to remit directly to the Company on the person�s behalf the
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full amount of the exercise price from the proceeds of such sale. In the event that the person elects to make payment as allowed under clause (ii)
above, the Committee may, upon confirming that the optionee owns the number of additional shares being tendered, authorize the issuance of a
new certificate for the number of shares being acquired pursuant to the exercise of the Option less the number of shares being tendered upon the
exercise and return to the person (or not require surrender of) the certificate for the shares being tendered upon the exercise. If the Committee so
requires, such person or persons shall also deliver a written representation that all shares being purchased are being acquired for investment and
not with a view to, or for resale in connection with, any distribution of such shares.

(c) Alternative Payment for Stock. Subject to the consent of the Committee and at the election of the Participant, payment of the exercise price or
withholding may be made, in whole or in part, with shares of Common Stock with respect to which the Option is being exercised. If payment is
to be made in such manner, then the Participant shall deliver to the Company a notice of exercise as to the number of shares of Common Stock
to be issued to Participant as well as the number of shares of Common Stock to be retained by the Company in payment. In such case, the notice
of exercise shall include (A) a statement (i) directing the Company to retain the number of shares from the exercise of the Options the Fair
Market Value (as of the date of delivery of such notice) of which is equal to the portion of the exercise price and/or withholding with respect to
which the Participant intends to make payment, and (ii) confirming the aggregate number of shares to be delivered to the Participant; and (B)
such additional payment in cash pursuant to the provision of clause (d) or shares pursuant to the provisions of the first paragraph of this clause
(c) as shall be necessary, when added to the consideration paid with shares subject to the Option, to pay the exercise price in full for all such
shares. If the Company is required to withhold on account of any federal, state or local tax imposed as a result of an exercise of an Option with
previously issued stock or by retention of optioned shares under this Section, the Common Stock surrendered or retained shall include an
additional number of shares whose Fair Market Value equals the amount thus required to be withheld at the applicable minimum statutory rate.

(d) Options not Transferable. Except as provided below, no Non-qualified Option granted hereunder shall be transferable other than by (i) will
or by the laws of descent and distribution or (ii) pursuant to a domestic relations order and, during the lifetime of the Participant to whom any
such Option is granted, and it shall be exercisable only by the Participant (or his guardian). Any attempt to transfer, assign, pledge, hypothecate
or otherwise dispose of, or to subject to execution, attachment or similar process, any Option granted hereunder, or any right thereunder,
contrary to the provisions hereof, shall be void and ineffective, shall give no right to the purported transferee, and shall, at the sole discretion of
the Committee, result in forfeiture of the Option with respect to the shares involved in such attempt. With respect to a specific Non-qualified
Option, the Participant (or his guardian) may transfer, for estate planning purposes, all or part of such Option to one or more immediate family
members or related family trusts or partnerships or similar entities.

(e) Adjustment of Options. In the event that at any time after the Effective Date the outstanding shares of Common Stock are changed into or
exchanged for a different number or kind of shares or other securities of the Company by reason of merger, consolidation, recapitalization,
reclassification, stock split, stock dividend, combination of shares or the like, the Committee shall make an appropriate and equitable adjustment
in the number and kind of shares as to which all outstanding Options granted, or portions thereof then unexercised, shall be exercisable, to the
end that after such event the shares subject to the Plan and each Participant�s proportionate interest shall be maintained as before the occurrence
of such event. Such adjustment in an outstanding Option shall be made without change in the total price applicable to the Option or the
unexercised portion of the Option (except for any change in the aggregate price resulting from rounding-off of share quantities or prices) and
with any necessary corresponding adjustment in exercise price per share. Any such adjustment made by the Committee shall be final and binding
upon all Participants, the Company, and all other interested persons.

(f) Listing and Registration of Shares. Each Option shall be subject to the requirement that if at any time the Committee determines, in its
discretion, that the listing, registration, or qualification of the shares subject to such Option under any securities exchange or under any state or
federal law, or the consent or approval of any governmental regulatory body, is necessary or desirable as a condition of, or in connection with,
the issue or purchase of shares thereunder, such Option may not be exercised in whole or in part unless such listing, registration, qualification,
consent or approval shall have been effected or obtained and the same shall have been free of any conditions not acceptable to the Committee.
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(g) Reload Options. A Non-qualified Option may, in the discretion of the Committee, include a Reload Option right which shall entitle the
Participant, upon (i) the exercise of such original Non-qualified Option prior to the Participant�s termination of service and (ii) payment of the
appropriate exercise price in shares of Common Stock that have been owned by such Participant for at least six months prior to the date of
exercise, to receive a new Non-qualified Option (the �Reload Option�) to purchase, at the FMV Per Share on the date of the exercise of the
original Non-qualified Option, the number of shares of Common Stock equal to the number of whole shares delivered by the Participant in
payment of the exercise price of the original Non-qualified Option. Such Reload Option shall be subject to the same terms and conditions,
including expiration date, and shall be exercisable at the same time or times as the original Non-qualified Option with respect to which it is
granted.

2.4 Amendment. The Committee may, with the consent of the person or persons entitled to exercise any outstanding Option, amend such
Option. The Committee may at any time or from time to time, in its discretion, in the case of any Option which is not then immediately
exercisable in full, accelerate the time or times at which such Option may be exercised to any earlier time or times. The Committee, in its
absolute discretion, may grant to holders of outstanding Options, in exchange for the surrender and cancellation of such Options, new Options
having exercise prices lower (or higher) than the exercise price provided in the Options so surrendered and canceled and containing such other
terms and conditions as the Committee may deem appropriate.

2.5 Acceleration of Vesting. Any Option granted hereunder which is not otherwise vested shall vest (unless specifically provided to the contrary
by the Committee in the document or instrument evidencing an Option granted hereunder) upon (i) termination of an Employee or Consultant or
removal of a Non-Employee Director without Cause or termination by an Employee or Consultant; (ii) resignation of a Non-Employee Director
with Good Reason; (iii) termination, removal or resignation of an Employee, Consultant or Non-Employee Director for any reason within one
(1) year from the effective date of the Change of Control; or (iv) death or Disability of the Participant.

2.6 Other Provisions.

(a) The person or persons entitled to exercise, or who have exercised, an Option shall not be entitled to any rights as a stockholder of the
Company with respect to any shares subject to such Option until he shall have become the holder of record of such shares.

(b) No Option granted hereunder shall be construed as limiting any right which the Company or any Affiliate may have to terminate at any time,
with or without cause, the employment of any person to whom such Option has been granted.

(c) Notwithstanding any provision of the Plan or the terms of any Option, the Company shall not be required to issue any shares hereunder if
such issuance would, in the judgment of the Committee, constitute a violation of any state or federal law or of the rules or regulations of any
governmental regulatory body.

(d) No Option shall be exercisable more than six (6) months after the Optionee ceases to be an Employee for any reason other than death or
Disability, or more than one (1) year after the Optionee ceases to be an Employee due to death or Disability.

ARTICLE III

INCENTIVE OPTIONS
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The terms specified below shall be applicable to all Incentive Options. Except as modified by the provisions of this Article III, all the provisions
of Article II shall be applicable to Incentive Options. Options which are specifically designated as Non-Qualified Options shall not be subject to
the terms of this Section III.

3.1 Eligibility. Incentive Options may only be granted to Employees.

3.2 Exercise Price. The exercise price per Share shall not be less than one hundred percent (100%) of the FMV Per Share on the option grant
date.
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3.3 Dollar Limitation. The aggregate Fair Market Value (determined as of the respective date or dates of grant) of shares of Common Stock for
which one or more options granted to any Employee under the Plan (or any other option plan of the Corporation or any Parent or Subsidiary)
may for the first time become exercisable as Incentive Options during any one (1) calendar year shall not exceed the sum of One Hundred
Thousand Dollars ($100,000). To the extent the Employee holds two (2) or more such options which become exercisable for the first time in the
same calendar year, the foregoing limitation on the exercisability of such options as Incentive Options shall be applied on the basis of the order
in which such options are granted.

3.4 10% Stockholder. If any Employee to whom an Incentive Option is granted is a 10% Stockholder, then the exercise price per share shall not
be less than one hundred ten percent (110%) of the FMV Per Share on the option grant date and the option term shall not exceed five (5) years
measured from the option grant date.

3.5 Options Not Transferable. No Incentive Option granted hereunder shall be transferable other than by will or by the laws of descent and
distribution and shall be exercisable during the Optionee�s lifetime only by such Optionee.

3.6 Reload Options. No Reload Options shall be granted with respect to any Incentive Options.

3.7 Compliance with 422. All Options that are intended to be Incentive Stock Options shall be designated as such in the Option grant and in all
respects shall be issued in compliance with Code Section 422.

3.8 Limitations on Exercise. No Incentive Option shall be exercisable more than three (3) months after the Optionee ceases to be an Employee
for any reason other than death or Disability, or more than one (1) year after the Optionee ceases to be an Employee due to death or Disability.

ARTICLE IV

PURCHASED STOCK

4.1 Eligible Persons. The Committee shall have the authority to sell shares of Common Stock to such Employees, Consultants and
Non-Employee Directors of the Company or its Affiliates as may be selected by it, on such terms and conditions as it may establish, subject to
the further provisions of this Article IV. Each issuance of Common Stock under this Plan shall be evidenced by an agreement, which shall be
subject to applicable provisions of this Plan and to such other provisions not inconsistent with this Plan as the Committee may approve for the
particular sale transaction.

4.2 Purchase Price. The price per share of Common Stock to be purchased by a Participant under this Plan shall be determined in the sole
discretion of the Committee, and may be less than, but shall not greater than the FMV Per Share at the time of purchase.

4.3 Payment of Purchase Price. Payment of the purchase price of Purchased Stock under this Plan shall be made in full in cash.
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ARTICLE V

BONUS STOCK

The Committee may, from time to time and subject to the provisions of the Plan, grant shares of Bonus Stock to Employees, Consultants or
Non-Employee Directors. Bonus Stock shall be shares of Common Stock that are not subject to a Restricted Period under Article VII.

ARTICLE VI

STOCK APPRECIATION RIGHTS AND PHANTOM STOCK

6.1 Stock Appreciation Rights. The Committee is authorized to grant Stock Appreciation Rights to Employees, Consultants or Non-Employee
Directors on the following terms and conditions.

(a) Right to Payment. A Stock Appreciation Right shall confer on the Participant to whom it is granted a right to receive, upon exercise thereof,
the excess of (A) the FMV Per Share on the date of exercise over (B) the grant price of the Stock Appreciation Right as determined by the
Committee.
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(b) Rights Related to Options. A Stock Appreciation Right granted in connection with an Option shall entitle a Participant, upon exercise thereof,
to surrender that Option or any portion thereof, to the extent unexercised, and to receive payment of an amount computed pursuant to Subsection
6.1(a) hereof. That Option shall then cease to be exercisable to the extent surrendered. A Stock Appreciation Right granted in connection with an
Option shall be exercisable only at such time or times and only to the extent that the related Option is exercisable and shall not be transferable
(other than by will or the laws of descent and distribution) except to the extent that the related Option is transferable.

(c) Right Without Option. A Stock Appreciation Right granted independent of an Option shall be exercisable as determined by the Committee
and set forth in the Award agreement governing the Stock Appreciation Right.

(d) Terms. The Committee shall determine at the date of grant the time or times at which and the circumstances under which a Stock
Appreciation Right may be exercised in whole or in part (including based on achievement of performance goals and/or future service
requirements), the method of exercise, whether or not a Stock Appreciation Right shall be in tandem or in combination with any other Award,
and any other terms and conditions of any Stock Appreciation Right.

6.2 Phantom Stock Awards. The Committee is authorized to grant Phantom Stock Awards to Participants, which are rights to receive cash
equal to the Fair Market Value of specified number of shares of Common Stock at the end of a specified deferral period, subject to the following
terms and conditions:

(a) Award and Restrictions. Satisfaction of a Phantom Stock Award shall occur upon expiration of the deferral period specified for such
Phantom Stock Award by the Committee or, if permitted by the Committee, as elected by the Participant. In addition, Phantom Stock Awards
shall be subject to such restrictions (which may include a risk of forfeiture), if any, as the Committee may impose, which restrictions may lapse
at the expiration of the deferral period or at earlier specified times (including based on achievement of performance goals and/or future service
requirements), separately or in combination, installments or otherwise, as the Committee may determine.

(b) Forfeiture. Except as otherwise determined by the Committee or as may be set forth in any Award, employment or other agreement
pertaining to a Phantom Stock Award, upon termination of employment or services during the applicable deferral period or portion thereof to
which forfeiture conditions apply, all Phantom Stock Awards that are at that time subject to deferral (other than a deferral at the election of the
Participant) shall be forfeited; provided that the Committee may provide, by rule or regulation or in any Award agreement, or may determine in
any individual case, that restrictions or forfeiture conditions relating to Phantom Stock Awards shall be waived in whole or in part in the event of
terminations resulting from specified causes, and the Committee may in other cases waive in whole or in part the forfeiture of Phantom Stock
Awards.

(c) Performance Goals. To the extent the Committee determines that any Award granted pursuant to this Article VI shall constitute
performance-based compensation for purposes of Section 162(m) of the Code, the grant or settlement of the Award shall, in the Committee�s
discretion, be subject to the achievement of performance goals determined and applied in a manner consistent with Section 8.2.

ARTICLE VII

RESTRICTED STOCK

7.1 Eligible Persons. All Employees, Consultants and Non-Employee Directors shall be eligible for grants of Restricted Stock.
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7.2 Restricted Period and Vesting.

(a) The Restricted Stock shall be subject to such restrictions on transfer by the Participant and repurchase by the Company as the Committee, in
its sole discretion, shall determine. Prior to the lapse of such restrictions the Participant shall not be permitted to transfer such shares. The
Company shall have the right to repurchase or recover such shares for the amount of cash paid therefor, if any, if (i) the Participant shall
terminate employment from or services to the Company prior to the lapse of such
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restrictions, subject to section 7.2(b) below; or (ii) the Restricted Stock is forfeited by the Participant pursuant to the terms of the Award.

(b) Notwithstanding the foregoing, unless the Award specifically provides otherwise, all Restricted Stock not otherwise vested shall vest upon (i)
termination of an Employee or Consultant or removal of a Non-Employee Director without Cause; (ii) termination by an Employee or
Consultant or resignation of a Non-Employee Director with Good Reason; (iii) termination, resignation or removal of an Employee, Consultant
or Non-Employee Director for any reason within one (1) year from the effective date of a Change of Control; or (iv) death or Disability of the
Participant.

(c) Each certificate representing Restricted Stock awarded under the Plan shall be registered in the name of the Participant and, during the
Restricted Period, shall be left in deposit with the Company and a stock power endorsed in blank. The grantee of Restricted Stock shall have all
the rights of a stockholder with respect to such shares including the right to vote and the right to receive dividends or other distributions paid or
made with respect to such shares. Any certificate or certificates representing shares of Restricted Stock shall bear a legend similar to the
following:

The shares represented by this certificate have been issued pursuant to the terms of the Cheniere Energy, Inc. 2003 Stock Incentive Plan (as
amended and restated) and may not be sold, pledged, transferred, assigned or otherwise encumbered in any manner except as is set forth in the
terms of such award dated             , 200    .

ARTICLE VIII

PERFORMANCE AWARDS

8.1 Performance Awards. The Committee may grant Performance Awards based on performance criteria measured over a period of not less
than one year and not more than three years. The Committee may use such business criteria and other measures of performance as it may deem
appropriate in establishing any performance conditions, and may exercise its discretion to increase the amounts payable under any Award
subject to performance conditions except as limited under Section 8.2 in the case of a Performance Award granted to a Covered Employee.

8.2 Performance Goals. The grant and/or settlement of a Performance Award shall be contingent upon terms set forth in this Section 8.2.

(a) General. The performance goals for Performance Awards shall consist of one or more business criteria and a targeted level or levels of
performance with respect to each of such criteria, as specified by the Committee. In the case of any Award granted to a Covered Employee,
performance goals shall be designed to be objective and shall otherwise meet the requirements of Section 162(m) of the Code and regulations
thereunder (including Treasury Regulations sec. 1.162-27 and successor regulations thereto), including the requirement that the level or levels of
performance targeted by the Committee are such that the achievement of performance goals is �substantially uncertain� at the time of grant. The
Committee may determine that such Performance Awards shall be granted and/or settled upon achievement of any one performance goal or that
two or more of the performance goals must be achieved as a condition to the grant and/or settlement of such Performance Awards. Performance
goals may differ among Performance Awards granted to any one Participant or for Performance Awards granted to different Participants.

(b) Business Criteria. One or more of the following business criteria for the Company, on a consolidated basis, and/or for specified subsidiaries,
divisions or business or geographical units of the Company (except with respect to the total stockholder return and earnings per share criteria),
shall be used by the Committee in establishing performance goals for Performance Awards granted to a Participant: (A) earnings per share; (B)
increase in revenues; (C) increase in cash flow; (D) increase in cash flow return; (E) return on net assets; (F) return on assets; (G) return on
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investment; (H) return on equity; (I) economic value added; (J) gross margin; (K) net income; (L) pretax earnings; (M) pretax earnings before
interest, depreciation and amortization; (N) pretax operating earnings after interest expense and before incentives, service fees, and extraordinary
or special items; (O) operating income; (P) total stockholder return; (Q) debt reduction; and (R) any of the above goals determined on the
absolute or relative basis or as compared to the
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performance of a published or special index deemed applicable by the Committee including, but not limited to, the Standard & Poor�s 500 Stock
Index or a group of comparable companies.

(c) Performance Period; Timing for Establishing Performance Goals. Achievement of performance goals in respect of Performance Awards
shall be measured over a performance period of not less than one year and not more than five years, as specified by the Committee. Performance
goals in the case of any Award granted to a Participant shall be established not later than 90 days after the beginning of any performance period
applicable to such Performance Awards, or at such other date as may be required or permitted for �performance-based compensation� under
Section 162(m) of the Code.

(d) Settlement of Performance Awards; Other Terms. After the end of each performance period, the Committee shall determine the amount, if
any, of Performance Awards payable to each Participant based upon achievement of business criteria over a performance period. The Committee
may not exercise discretion to increase any such amount payable in respect of a Performance Award designed to comply with Section 162(m) of
the Code. The Committee shall specify the circumstances in which such Performance Awards shall be paid or forfeited in the event of
termination of employment by the Participant prior to the end of a performance period or settlement of Performance Awards.

(e) Written Determinations. All determinations by the Committee as to the establishment of performance goals, the amount of any Performance
Award, and the achievement of performance goals relating to Performance Awards shall be made in writing in the case of any Award granted to
a Participant. The Committee may not delegate any responsibility relating to such Performance Awards.

(f) Status of Performance Awards under Section 162(m) of the Code. It is the intent of the Company that Performance Awards granted to persons
who are designated by the Committee as likely to be Covered Employees within the meaning of Section 162(m) of the Code and regulations
thereunder (including Treasury Regulations sec. 1.162-27 and successor regulations thereto) shall, if so designated by the Committee, constitute
�performance-based compensation� within the meaning of Section 162(m) of the Code and regulations thereunder. Accordingly, the terms of this
Section 8.2 shall be interpreted in a manner consistent with Section 162(m) of the Code and regulations thereunder. The foregoing
notwithstanding, because the Committee cannot determine with certainty whether a given Participant will be a Covered Employee with respect
to a fiscal year that has not yet been completed, the term Covered Employee as used herein shall mean only a person designated by the
Committee, at the time of grant of a Performance Award, who is likely to be a Covered Employee with respect to that fiscal year. If any
provision of the Plan as in effect on the date of adoption or any agreements relating to Performance Awards that are designated as intended to
comply with Section 162(m) of the Code does not comply or is inconsistent with the requirements of Section 162(m) of the Code or regulations
thereunder, such provision shall be construed or deemed amended to the extent necessary to conform to such requirements.

ARTICLE IX

OTHER STOCK OR PERFORMANCE BASED AWARDS

The Committee is hereby authorized to grant to Employees, Non-Employee Directors and Consultants of the Company or its Affiliates, Other
Stock or Performance-Based Awards, which shall consist of a right which (i) is not an Award described in any other Article and (ii) is
denominated or payable in, valued in whole or in part by reference to, or otherwise based on or related to, shares of Common Stock (including,
without limitation, securities convertible into shares of Common Stock) or cash as are deemed by the Committee to be consistent with the
purposes of the Plan. Subject to the terms of the Plan, the Committee shall determine the terms and conditions of any such Other Stock or
Performance-Based Award.

ARTICLE X
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CERTAIN PROVISIONS APPLICABLE TO ALL AWARDS

10.1 General. Awards may be granted on the terms and conditions set forth herein. In addition, the Committee may impose on any Award or the
exercise thereof, such additional terms and conditions, not inconsistent with the provisions of the Plan, as the Committee shall determine,
including terms requiring forfeiture of Awards in the event of termination of employment by the Participant and terms permitting a Participant to
make elections relating to his or her Award. The Committee shall retain full power and discretion to accelerate or waive, at any time, any term or
condition of an Award that is not mandatory under the Plan; provided, however, that the Committee shall not have a discretion to accelerate or
waive any term or condition of an Award that is intended to
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qualify as �performance-based compensation� for purposes of Section 162(m) of the Code if such discretion would cause the Award not to so
qualify. Except in cases in which the Committee is authorized to require other forms of consideration under the Plan, or to the extent other forms
of consideration must be paid to satisfy the requirements of the Delaware General Corporation Law, no consideration other than services may be
required for the grant of any Award.

10.2 Stand-Alone, Additional, Tandem, and Substitute Awards. Awards granted under the Plan may, in the discretion of the Committee, be
granted either alone or in addition to, in tandem with, or in substitution or exchange for, any other Award or any award granted under another
plan of the Company, any Affiliate, or any business entity to be acquired by the Company or an Affiliate, or any other right of a Participant to
receive payment from the Company or any Affiliate. Such additional, tandem and substitute or exchange Awards may be granted at any time. If
an Award is granted in substitution or exchange for another Award, the Committee shall require the surrender of such other Award in
consideration for the grant of the new Award. In addition, Awards may be granted in lieu of cash compensation, including in lieu of cash
amounts payable under other plans of the Company or any Affiliate.

10.3 Term of Awards. The term or Restricted Period of each Award that is an Option, Stock Appreciation Right, Phantom Stock or Restricted
Stock shall be for such period as may be determined by the Committee; provided that in no event shall the term of any such Award exceed a
period of ten years (or such shorter terms as may be required in respect of an Incentive Stock Option under Section 422 of the Code).

10.4 Form and Timing of Payment under Awards; Deferrals. Subject to the terms of the Plan and any applicable Award agreement,
payments to be made by the Company of a Subsidiary upon the exercise of an Option or other Award or settlement of an Award may be made in
a single payment or transfer, in installments, or on a deferred basis. The settlement of any Award may, subject to any limitations set forth in the
Award agreement, be accelerated and cash paid in lieu of shares in connection with such settlement, in the discretion of the Committee or upon
occurrence of one or more specified events. In the discretion of the Committee, Awards granted pursuant to Article VI or VIII of the Plan may
be payable in shares to the extent permitted by the terms of the applicable Award agreement. Installment or deferred payments may be required
by the Committee (subject to Section 1.4 of the Plan, including the consent provisions thereof in the case of any deferral of an outstanding
Award not provided for in the original Award agreement) or permitted at the election of the Participant on terms and conditions established by
the Committee. Payments may include, without limitation, provisions for the payment or crediting of reasonable interest on installment or
deferred payments or the grant or crediting of amounts in respect of installment or deferred payments denominated in shares. Any deferral shall
only be allowed as is provided in a separate deferred compensation plan adopted by the Company. The Plan shall not constitute any �employee
benefit plan� for purposes of Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended.

10.5 Vested and Unvested Awards. After the satisfaction of all of the terms and conditions set by the Committee with respect to an Award of
(i) Restricted Stock, a certificate, without the legend set forth in Section 7.2(a), for the number of shares that are no longer subject to such
restrictions, terms and conditions shall be delivered to the Employee, (ii) Phantom Stock, to the extent not paid in cash, a certificate for the
number of shares equal to the number of shares of Phantom Stock earned, and (iii) Stock Appreciation Rights or Performance Awards, cash
and/or a certificate for the number of shares equal in value to the number of Stock Appreciation Rights or amount of Performance Awards vested
shall be delivered to the person. Upon termination, resignation or removal of a Participant under circumstances that do not cause such Participant
to become fully vested, any remaining unvested Options, shares of Restricted Stock, Phantom Stock, Stock Appreciation Rights or Performance
Awards, as the case may be, shall either be forfeited back to the Company or, if appropriate under the terms of the Award, shall continue to be
subject to the restrictions, terms and conditions set by the Committee with respect to such Award.

10.6 Exemptions from Section 16(b) Liability. It is the intent of the Company that the grant of any Awards to or other transaction by a
Participant who is subject to Section 16 of the Exchange Act shall be exempt from Section 16(b) of the Exchange Act pursuant to an applicable
exemption (except for transactions acknowledged by the Participant in writing to be non-exempt). Accordingly, if any provision of this Plan or
any Award agreement does not comply with the requirements of Rule 16b-3 as then applicable to any such transaction, such provision shall be
construed or deemed amended to the extent necessary to conform to the applicable requirements of Rule 16b-3 so that such Participant shall
avoid liability under Section 16(b) of the Exchange Act.
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10.7 Other Provisions. No grant of any Award shall be construed as limiting any right which the Company or any Affiliate may have to
terminate at any time, with or without cause, the employment of any person to whom such Award has been granted.

A-15

Edgar Filing: ALNYLAM PHARMACEUTICALS, INC. - Form 10-Q

Table of Contents 52



ARTICLE XI

WITHHOLDING FOR TAXES

Any issuance of Common Stock pursuant to the exercise of an Option or payment of any other Award under the Plan shall not be made until
appropriate arrangements satisfactory to the Company have been made for the payment of any tax amounts (federal, state, local or other) that
may be required to be withheld or paid by the Company with respect thereto. Such arrangements may, at the discretion of the Committee,
include allowing the person to tender to the Company shares of Common Stock owned by the person, or to request the Company to withhold
shares of Common Stock being acquired pursuant to the Award, whether through the exercise of an Option or as a distribution pursuant to the
Award, which have an aggregate FMV Per Share as of the date of such withholding that is not greater than the sum of all tax amounts to be
withheld with respect thereto, together with payment of any remaining portion of such tax amounts in cash or by check payable and acceptable
to the Company.

Notwithstanding the foregoing, if on the date of an event giving rise to a tax withholding obligation on the part of the Company the person is an
officer or individual subject to Rule 16b-3, such person may direct that such tax withholding be effectuated by the Company withholding the
necessary number of shares of Common Stock (at the tax rate required by the Code) from such Award payment or exercise.

ARTICLE XII

MISCELLANEOUS

12.1 No Rights to Awards. No Participant or other person shall have any claim to be granted any Award, there is no obligation for uniformity of
treatment of Participants, or holders or beneficiaries of Awards and the terms and conditions of Awards need not be the same with respect to
each recipient.

12.2 No Right to Employment. The grant of an Award shall not be construed as giving a Participant the right to be retained in the employ of the
Company or any Affiliate. Further, the Company or any Affiliate may at any time dismiss a Participant from employment, free from any liability
or any claim under the Plan, unless otherwise expressly provided in the Plan or in any Award Agreement.

12.3 Governing Law. The validity, construction, and effect of the Plan and any rules and regulations relating to the Plan shall be determined in
accordance with applicable federal law and the laws of the State of Maryland, without regard to any principles of conflicts of law.

12.4 Severability. If any provision of the Plan or any Award is or becomes or is deemed to be invalid, illegal, or unenforceable in any
jurisdiction or as to any Participant or Award, or would disqualify the Plan or any Award under any law deemed applicable by the Committee,
such provision shall be construed or deemed amended to conform to the applicable laws, or if it cannot be construed or deemed amended
without, in the determination of the Committee, materially altering the intent of the Plan or the Award, such provision shall be stricken as to
such jurisdiction, Participant or Award and the remainder of the Plan and any such Award shall remain in full force and effect.

12.5 Other Laws. The Committee may refuse to issue or transfer any shares or other consideration under an Award if, acting in its sole
discretion, it determines that the issuance of transfer or such shares or such other consideration might violate any applicable law.
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12.6 Shareholder Agreements. The Committee may condition the grant, exercise or payment of any Award upon such person entering into a
stockholders� agreement in such form as approved from time to time by the Board.
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APPENDIX B

AMENDED AND RESTATED

CERTIFICATE OF INCORPORATION

OF

CHENIERE ENERGY, INC.

Under Sections 242 and 245 of the

Delaware General Corporation Law

Originally incorporated under the name

All American Burger, Inc.

The undersigned, being the President of CHENIERE ENERGY, INC., a Company existing under the laws of the State of Delaware (the
�Company�), does hereby certify as follows:

FIRST: The name of the Company is Cheniere Energy, Inc. (hereinafter referred to as the �Company�). The date of filing of the Company�s
original certificate of incorporation with the Secretary of State of the State of Delaware was on March 25, 1983.

SECOND: The address of the registered office of the Company in the State of Delaware is 1013 Centre Road, City of Wilmington, County of
New Castle, Delaware 19805. The name of the registered agent of the Company at such address is Company Service Company.

THIRD: The nature of the business or purposes to be conducted or promoted by the Company are to engage in, promote, and carry on any
lawful act or activity for which Companys may be organized under the General Corporation Law of the State of Delaware (hereinafter referred
to as the �GCL�).

[FOURTH: The directors shall be divided into three classes: Class I, Class II and Class III. Such classes shall be as nearly equal in number of
directors as possible. Each director shall serve for a term ending on the third annual meeting of stockholders following the annual meeting of
stockholders at which that director was elected; provided, however, that the directors first designated as Class I directors shall serve for a term
expiring at the annual meeting of stockholders next following the date of their designation as Class I directors, the directors first designated as
Class II directors shall serve for a term expiring at the second annual meeting of stockholders next following the date of their designation as
Class II directors, and the directors first designated as Class III directors shall serve for a term expiring at the third annual meeting of
stockholders next following the date of their designation as Class III directors. For purposes hereof, the initial Class I, Class II and Class III
directors shall be those directors elected at the 2004 Annual Meeting of Stockholders of the Company and designated as members of such class.
Each director shall hold office until the annual meeting of stockholders at which his term expires and, the foregoing notwithstanding, shall serve
until his successor shall have been duly elected and qualified or until his earlier death, resignation or removal.
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At each annual election after the 2004 Annual Meeting of Stockholders, the directors chosen to succeed those whose terms then expire shall be
of the same class as the directors they succeed, unless, by reason of any intervening changes in the authorized number of directors, the Board of
Directors shall have designated one or more directorships whose term then expires as directorships of another class in order to more nearly
achieve equality of number of directors among the classes.

In the event of any change in the authorized number of directors, each director then continuing to serve as such shall nevertheless continue as a
director of the class of which he is a member until the expiration of his current term, or his prior death, resignation or removal. The Board of
Directors shall specify the class to which a newly created directorship shall be allocated.]

FIFTH: The total number of shares of stock that the Company shall have authority to issue is 45,000,000 shares, consisting of:

(1) 40,000,000 shares of Common Stock, having a par value of $.003 per share; and

(2) 5,000,000 shares of Preferred Stock with a par value of $.0001 per share.

The Board of Directors of the Company is authorized, subject to limitations prescribed by law and by filing any certificate prescribed by law, to
establish the par value of such Preferred Stock, to provide for the
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issuance of such Preferred Stock in series, and to establish the number of shares to be included in each such series, the full or limited voting
powers, or the denial of voting powers of each such series, and such designations, preferences and relative, participating, optional or other
special rights, and the qualifications or restrictions and other distinguishing characteristics, if any, of the shares of each such series. The
authority of the Board of Directors with respect to the shares of each such series shall include, without limitation, determination of the following:

(a) the number of shares of each such series and the designation thereof;

(b) the par value of shares of each such series;

(c) the annual rate or amount of dividends, if any, payable on shares of each such series (which dividends would be payable in preference to any
dividends on Common Stock), whether such dividends shall be cumulative or non-cumulative and the conditions upon which and/or the date
when such dividends shall be payable;

(d) whether the shares or each such series shall be redeemable and, if so, the terms and conditions of such redemption, including the time or
times when and the price or prices at which shares of each such series may be redeemed;

(e) the amount, if any, payable on shares of each such series in the event of liquidations, dissolution or winding up of the affairs of the Company;

(f) whether the shares of each such series shall be convertible into or exchangeable for shares of any other class, or any series of the same or any
other class, and, if so, the terms and conditions thereof, including the price or prices or the rate or rates at which shares of each such series shall
be so convertible or exchangeable, and the adjustment which shall be made, and the circumstances in which such adjustments shall be made, in
such conversion or exchange prices or rates; and

(g) whether the shares of each such series shall have any voting rights in addition to those prescribed by law and, if so, the terms and conditions
of exercise of voting rights.

[SIXTH: The Board of Directors of the Company shall have the power to adopt, amend or repeal the Bylaws of the Company at any meeting at
which a quorum is present by the affirmative vote of a majority of the whole Board of Directors. Election of directors need not be by written
ballot. Any director may be removed at any time with cause, and the vacancy resulting from such removal shall be filled, by vote of a majority
of the stockholders of the Company at a meeting called for that purpose or, if not filled by the stockholders, by vote of a majority of the
remaining Board of Directors (or the sole remaining director) then in office.]

[SEVENTH: Special meetings of the stockholders of the Company may be called only by the Chairman of the Board, Chief Executive Officer
or the President, by the Board of Directors, or by the Secretary at the request in writing of a majority of the Board of Directors and may not be
called by the stockholders of the Company.]
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[EIGHTH: Any action required to be taken or which may be taken by the holders of the Company Common Stock must be effected at a duly
called annual or special meeting of such holders and may not be taken by written consent in lieu of a meeting.]

[NINTH: Notwithstanding anything else contained in this Amended and Restated Certificate of Incorporation or the Bylaws to the contrary, the
affirmative vote of the holders of record of at least 66 2/3% of the combined voting power of all of the outstanding stock of the Company entitled
to vote in respect thereof, voting together as a single class, shall be required (A) to alter, amend, rescind or repeal Article the Fourth, Article the
Sixth, Article the Seventh, Article the Eighth or this Article the Ninth of this Amended and Restated Certificate of Incorporation or to adopt any
provision inconsistent therewith or (B) in order for the stockholders to adopt, alter, amend, rescind or repeal any Bylaws of the Company.]

TENTH: Personal liability of the directors of the Company is hereby eliminated to the fullest extent permitted by paragraph (7) of subsection (b)
of Section 102 of the GCL, as the same may be amended from time to time.
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ELEVENTH: The Company shall, to the fullest extent permitted by Section 145 of the GCL, as amended from time to time, indemnify all
persons whom it may indemnify pursuant thereto.

IN WITNESS WHEREOF, the undersigned being thereunto duly authorized has executed this Amended and Restated Certificate of
Incorporation this              day of             , 2003.

Don A. Turkleson, Secretary
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APPENDIX C

AMENDED AND RESTATED

BY-LAWS

OF

CHENIERE ENERGY, INC.

As amended by the Board of

Directors by resolutions

adopted on November 11, 2003
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AMENDED AND RESTATED

BY LAWS

OF

CHENIERE ENERGY, INC.

ARTICLE I.

OFFICES

SECTION 1.1. Registered Office. Unless and until otherwise determined by the Board of Directors of Cheniere Energy, Inc. (the �Corporation�),
the registered office of the Corporation in the State of Delaware shall be at the office of Corporation Service Company, 1013 Centre Road, City
of Wilmington 19805, County of New Castle and the registered agent in charge thereof shall be Corporation Service Company.

SECTION 1.2. Other Offices. The Corporation may also have an office or offices at any other place or places within or without the State of
Delaware as the Board of Directors of the Corporation (the �Board�) may from time to time determine or the business of the Corporation may from
time to time require.

ARTICLE II.

MEETING OF STOCKHOLDERS

[SECTION 2.1 Annual Meetings. The annual meeting of stockholders of the Corporation for the election of directors of the Corporation
(�Directors�) and for the transaction of such other business as may properly come before such meeting, shall be held at such place, date and time
as shall be fixed by the Board and designated in the notice or waiver of notice of such annual meeting.]

[SECTION 2.2 Special Meetings. Special meetings of stockholders for any purpose or purposes may be called by the Board or the Chairman of
the Board, Chief Executive Officer or the President or the Secretary of the Corporation at the request in writing of a majority of the Board to be
held at such place, date and time as shall be designated in the notice or waiver of notice thereof. Special meetings of stockholders cannot be
called by the stockholders of the Corporation.]
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SECTION 2.3. Notice of Meetings. Except as otherwise provided by law, written notice of each annual or special meeting of stockholders
stating the place, date and time of such meeting and, in the case of a special meeting, the purpose or purposes for which such meeting is to be
held, shall be given personally or by first class mail (airmail in the case of international communications) to each recordholder of Shares (a
�Stockholder�) entitled to vote thereat, not less than 10 nor more than 60 days before the date of such meeting. If mailed, such notice shall be
deemed to be given when deposited in the United States mail, postage prepaid, directed to the Stockholder at such Stockholder�s address as it
appears on the records of the Corporation. If, prior to the time of transmittal of notice, the Secretary of the Corporation (the �Secretary�) shall have
received from any Stockholder a written request that notices intended for such Stockholder are to be transmitted to some address other than the
address that appears on the records of the Corporation, notices intended for such Stockholder shall be transmitted to the address designated in
such request.

(a) Notice of a special meeting of Stockholders may be given by the person or persons calling the meeting, or, upon the written request of such
person or persons, such notice shall be given by the Secretary on behalf of such person or persons. If the person or persons calling a special
meeting of Stockholders give notice thereof, such person or persons shall deliver a copy of such notice to the Secretary. Each request to the
Secretary for the giving of notice of a special meeting of Stockholders shall state the purpose or purposes of such meeting.

(b) Whenever notice is required to be given under any statute or the Amended and Restated Certificate of Incorporation of the Corporation (the
�Certificate of Incorporation�) or these Bylaws to any Stockholder to whom (1) notice of two consecutive annual meetings, and all notice of
meetings or of the taking of action by written consent without a meeting to such person during the period between such two consecutive annual
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meetings or (2) all, and at least two, payments (if sent by first class mail) of dividends or interest on securities during a twelve month period,
have been mailed addressed to such person at his address as shown on the records of the Corporation and have been returned because
undeliverable, the giving of notice to such person shall not be required. Any action or meeting which shall be taken or held without notice to
such person shall have the same force and effect as if such notice had been duly given. If any such person shall deliver to the Corporation a
written notice setting forth his then current address, the requirement that notice to such person shall have the same force and effect as if such
notice be given to such person shall be reinstated. In the event that the action taken by the Corporation is such as to require the filing of a
certificate under any of the other sections of the General Corporation Law of the State of Delaware (the �General Corporation Law�), the
certificate need not state that notice was not given to persons to whom notice was not required to be given pursuant to this Section 2.3(b).

SECTION 2.4. Waiver of Notice. Notice of any annual or special meeting of Stockholders need not be given to any Stockholder who files a
written waiver of notice with the Secretary, signed by the person entitled to notice, whether before or after such meeting. Neither the business to
be transacted at, nor the purpose of, any meeting of Stockholders need be specified in any written waiver of notice thereof. Attendance of a
Stockholder at a meeting, in person or by proxy, shall constitute a waiver of notice of such meeting, except when such Stockholder attends a
meeting for the express purpose of objecting, at the beginning of the meeting, to the transaction of any business on the grounds that the notice of
such meeting was in adequate or improperly given.

SECTION 2.5. Adjournments. Any Stockholders� meeting, annual or special, whether or not a quorum (as defined in Section 2.6 hereinafter) is
present, may be adjourned by vote of a majority of the shares present, either in person or by proxy. Whenever a meeting of Stockholders, annual
or special, is adjourned to another date, time or place, notice need not be given of the adjourned meeting if the date, time and place thereof are
announced at the meeting at which the adjournment is taken. If the adjournment is for more than 30 days, or if after the adjournment a new
record date is fixed for the adjourned meeting, a notice of the adjourned meeting shall be given to each Stockholder entitled to vote thereat. At
the adjourned meeting, any business may be transacted which might have been transacted at the original meeting.

SECTION 2.6. Quorum. Except as otherwise provided by law or the Certificate of Incorporation, the recordholders of a majority of the Shares
entitled to vote thereat, present in person or by proxy, shall constitute a quorum for the transaction of business at all meetings of Stockholders,
whether annual or special. If, however, such quorum shall not be present in person or by proxy at any meeting of Stockholders, the meeting may
be adjourned from time to time in accordance with Section 2.5 hereof until a quorum shall be present in person or by proxy. On all questions, the
Stockholders present at a duly called or held meeting at which a quorum is present may continue to do business until adjournment,
notwithstanding the withdrawal of enough Stockholders to leave less than a quorum, if any action taken (other than adjournment) is approved by
a number of shares which would otherwise constitute a majority of a quorum.

SECTION 2.7. Voting. Each Stockholder shall be entitled to one vote for each Share held of record by such Stockholder. Except as otherwise
provided by law or the Certificate of Incorporation, when a quorum is present at any meeting of Stockholders, the vote of the recordholders of a
majority of the Shares constituting such quorum shall decide any question brought before such meeting.

[SECTION 2.8 Proxies. Each Stockholder entitled to vote at a meeting of Stockholders may authorize another person or persons to act for such
Stockholder by proxy. Such proxy shall be filed with the Secretary before such meeting of Stockholders at such time as the Board may require.
No proxy shall be voted or acted upon more than three years from its date, unless the proxy provides for a longer period.]

ARTICLE III.

BOARD OF DIRECTORS
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SECTION 3.1. General Powers. Except as may otherwise be provided by law or in the Certificate of Incorporation, the business and affairs of
the Corporation shall be managed by the Board, which may exercise all such powers of the Corporation and do all such lawful acts and things as
are not by law, the Certificate of Incorporation or these Bylaws directed or required to be exercised or done by Stockholders.

[SECTION 3.2 Number and Term of Office. The number of Directors shall be seven or such other number as shall be fixed from time to time by
the Board. Directors need not be Stockholders. Directors shall be elected at the annual meeting of Stockholders. If the Certificate of
Incorporation so provides, the Directors of the
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Corporation shall be divided into classes (�Term of Office Classes�) based upon the expiration of their terms of office. Notwithstanding anything
to the contrary contained in this Article III, the manner of election, terms of office and other provisions relating to Directors serving in any Term
of Office Classes shall be as provided in the Certificate of Incorporation.]

[SECTION 3.3 Vacancies and Newly Created Directorships. If there occurs any vacancy in the office of a Director due to the death, resignation,
retirement, disqualification or removal from office by the Board or other cause (except for removal from office with cause by the Stockholders),
such vacancy shall be filled exclusively by vote of the majority of the Directors (or the sole remaining Director) then in office, even if less than a
quorum, regardless of any quorum requirements set out in these Bylaws. If there occurs any vacancy in the office of a Director due to removal
from office with cause by the Stockholders, such vacancy shall be filled by vote of a majority of the Stockholders at a meeting called for that
purpose or, if not filled by the Stockholders, by vote of a majority of the remaining Board of Directors (or the sole remaining Director) then in
office, even if less than a quorum, regardless of any quorum requirements set out in these Bylaws.

All newly-created directorships resulting from an increase in the authorized number of Directors shall be filled exclusively by the vote of the
majority of the Directors (or the sole remaining Director) then in office, even if less than a quorum, regardless of any quorum requirements set
out in these Bylaws.]

Any vacancies or newly-created directorships filled in accordance with this Section 3.3 at a time when the Certificate of Incorporation provides
for Term of Office Classes shall be allocated among the Term of Office Classes pursuant to Article the Fourth of the Certificate of Incorporation.

No decrease in the number of authorized Directors constituting the entire Board shall shorten the term of any incumbent Director.

SECTION 3.4. Resignation. Any Director may resign at any time by giving written notice to the Board, the Chairman of the Board of the
Corporation (the �Chairman�) or the Secretary. Such resignation shall take effect at the time specified in such notice or, if the time be not
specified, upon receipt thereof by the Board, the Chairman or the Secretary, as the case may be. Unless otherwise specified therein, acceptance
of such resignation shall not be necessary to make it effective.

[SECTION 3.5 Removal. Any or all of the Directors may be removed with cause, at any time by vote of the recordholders of a majority of the
Shares then entitled to vote at an election of Directors.]

SECTION 3.6. Meetings.

(a) Annual Meetings. As soon as practicable after each annual election of Directors by the Stockholders, the Board shall meet for the purpose of
organization and the transaction of other business, unless it shall have transacted all such business by written consent pursuant to Section 3.9
hereof.

(b) Other Meetings. Other meetings of the Board shall be held at such times as the Chairman, the Vice Chairman, the President of the
Corporation (the �President�), the Secretary or a majority of the Board shall from time to time determine.
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(c) Notice of Meetings. The Secretary shall give written notice to each Director of each meeting of the Board, which notice shall state the place,
date, time and purpose of such meeting. Notice of each such meeting shall be given to each Director, if by mail, addressed to him at his
residence or usual place of business, at least five days before the day on which such meeting is to be held, or shall be sent to him at such place by
telecopy, telegraph, cable, or other form of recorded communication, or be delivered personally or by telephone not later than the day before the
day on which such meeting is to be held. A written waiver of notice, signed by the Director entitled to notice, whether before or after the time of
the meeting referred to in such waiver, shall be deemed equivalent to notice. Neither the business to be transacted at, nor the purpose of any
meeting of the Board need be specified in any written waiver of notice thereof. Attendance of a Director at a meeting of the Board shall
constitute a waiver of notice of such meeting, except as provided by law.

(d) Place of Meetings. The Board may hold its meetings at such place or places within or without the State of Delaware as the Board or the
Chairman may from time to time determine, or as shall be designated in the respective notices or waivers of notice of such meetings.

(e) Quorum and Manner of Acting. A majority of the total number of Directors then in office shall be present in person at any meeting of the
Board in order to constitute a quorum for the transaction of business at such meeting, and the vote of a majority of those Directors present at any
such meeting at which a
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quorum is present shall be necessary for the passage of any resolution or act of the Board, except as otherwise expressly required by law, the
Certificate of Incorporation or these Bylaws. In the absence of a quorum for any such meeting, a majority of the Directors present thereat may
adjourn such meeting from time to time until a quorum shall be present.

(f) Organization. At each meeting of the Board, one of the following shall act as chairman of the meeting and preside, in the following order of
precedence:

(i) the Chairman, if any;

(ii) the Vice Chairman, if any,

(iii) the President;

(iv) any Director chosen by a majority of the Directors present.

The Secretary or, in the case of his absence, any person (who shall be an Assistant Secretary, if an Assistant Secretary is present) whom the
chairman of the meeting shall appoint shall act as secretary of such meeting and keep the minutes thereof.

SECTION 3.7. Committees of the Board. The Board may, by resolution passed by a majority of the whole Board, designate one or more
committees, each committee to consist of one or more Directors. The Board may designate one or more Directors as alternate members of any
committee, who may replace any absent or disqualified member at any meeting of such committee. In the absence or disqualification of a
member of a committee, the member or members thereof present at any meeting and not disqualified from voting, whether or not he or they
constitute a quorum, may unanimously appoint another Director to act at the meeting in the place of any such absent or disqualified member.
Any committee of the Board, to the extent provided in the resolution of the Board designating such committee, shall have and may exercise all
the powers and authority of the Board in the management of the business and affairs of the Corporation, and may authorize the seal of the
Corporation to be affixed to all papers which may require it; provided, however, that no such committee shall have such power of authority in
reference to amending the Certificate of Incorporation (except that such a committee may, to the extent authorized in the resolution or
resolutions providing for the issuance of shares of stock adopted by the Board as provided in Section 151 (a) of the General Corporation Law,
fix the designations and any of the preferences or rights of such shares relating to dividends, redemption, dissolution, any distribution of assets
of the Corporation or the conversion into, or the exchange of such shares for, shares of any other class or classes of stock of the Corporation or
fix the number of shares of any series of stock or authorize the increase or decrease of the shares of any series), adopting an agreement of merger
or consolidation under Section 251 or 252 of the General Corporation Law, recommending to the Stockholders the sale, lease or exchange of all
or substantially all the Corporation�s property and assets, recommending to the Stockholders a dissolution of the Corporation or the revocation of
a dissolution, or amending these Bylaws; provided further, however, that, unless expressly so provided in the resolution of the Board designating
such committee, no such committee shall have the power or authority to declare a dividend, to authorize the issuance of stock, or to adopt a
certificate of ownership and merger pursuant to Section 253 of the General Corporation Law. Each committee of the Board shall keep regular
minutes of its proceedings and report the same to the Board when so requested by the Board.

SECTION 3.8. Directors� Consent in Lieu of Meeting. Any action required or permitted to be taken at any meeting of the Board or of any
committee thereof may be taken without a meeting, without prior notice and without a vote, if a consent in writing, setting forth the action so
taken, shall be signed by all the members of the Board or such committee and such consent is filed with the minutes of the proceedings of the
Board or such committee.
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SECTION 3.9. Action by Means of Telephone or Similar Communications Equipment. Any one or more members of the Board, or of any
committee thereof, may participate in a meeting of the Board or such committee by means of conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other, and participation in a meeting by such means shall
constitute presence in person at such meeting.

SECTION 3.10. Compensation. Directors shall not receive any stated salary for their services as Directors or as members of committees, except
as fixed or determined by resolution of the Board. No such
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compensation or reimbursement shall preclude any Director from serving the Corporation in any other capacity and receiving compensation
therefor.

ARTICLE IV.

OFFICERS

SECTION 4.1. Officers. The officers of the Corporation shall be the President, the Secretary and a Treasurer and may include a Chairman or two
Co-Chairmen, a Vice Chairman, one or more Vice Presidents (including, one or more Executive and/or Senior Vice Presidents), a Chief
Financial Officer, one or more Assistant Secretaries, one or more Assistant Treasurers and such other officers as the Board may determine. Any
two or more offices may be held by the same person.

SECTION 4.2. Authority and Duties. All officers shall have such authority and perform such duties in the management of the Corporation as
may be provided in these Bylaws or, to the extent not so provided, by resolution of the Board.

SECTION 4.3. Term of Office, Resignation and Removal.

(a) Each officer, except such officers as may be appointed in accordance with the provision of Section 4.4 or Section 4.5, shall be appointed by
the Board and shall hold office for such term as may be determined by the Board. Each officer shall hold office until his successor has been
appointed and qualified or his earlier death or resignation or removal in the manner hereinafter provided. The Board may require any officer to
give security for the faithful performance of his duties.

(b) Any officer may resign at any time by giving written notice to the Board, the Chairman, the President or the Secretary. Such resignation shall
take effect at the time specified in such notice or, if the time be not specified, upon receipt thereof by the Board, the Chairman, the President or
the Secretary, as the case may be. Unless otherwise specified therein, acceptance of such resignation shall not be necessary to make it effective.

(c) All officers and agents appointed by the Board shall be subject to removal, with or without cause, at any time by the Board or by any officer
upon whom such power of removal may be conferred by the Board.

SECTION 4.4. Subordinate Officers. The Board may empower the President to appoint such other officers as the business of the Corporation
may require, each of whom shall hold the office for such period, have such authority and perform such duties as are provided in these Bylaws or
as the Board or President may from time to time determine.

SECTION 4.5. Vacancies. Any vacancy occurring in any office of the Corporation, for any reason, shall be filled by action of the Board. Unless
earlier removed pursuant to Section 4.3 hereof, any officer appointed by the Board to fill any such vacancy shall serve only until such time as the
unexpired term of his predecessor expires unless reappointed by the Board.
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SECTION 4.6. The Chairman or Co-Chairmen. The Chairman, if one shall be appointed, or Co Chairmen, if they shall be appointed, shall have
the power to call special meetings of Stockholders, to call special meetings of the Board and, if present, to preside at all meetings of
Stockholders and all meetings of the Board. The Chairman or Co-Chairmen shall perform all duties incident to the office of Chairman of the
Board and all such other duties as may from time to time be assigned to him or them by the Board or these Bylaws.

SECTION 4.7. The Vice Chairman. The Vice Chairman, if one shall be appointed, shall perform such duties as may from time to time be
assigned to him by the Board or the Chairman, and in the absence or disability of the Chairman, shall perform the duties and exercise the powers
of the Chairman.

SECTION 4.8. The President. The President shall have general and active management and control of the business and affairs of the
Corporation, subject to the control of the Board, and shall see that all orders and resolutions of the Board are carried into effect. The President
shall perform all duties incident to the office of President and all such other duties as may from time to time be assigned to him by the Board or
these Bylaws.
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SECTION 4.9. Vice Presidents. Vice Presidents, if any, in order of their seniority or in any other order determined by the Board, shall generally
assist the President and perform such other duties as the Board or the President shall prescribe, and in the absence or disability of the President,
shall perform the duties and exercise the powers of the President.

SECTION 4.10. Chief Financial Officer. The Chief Financial Officer shall perform such duties as are customary for a chief financial officer to
perform and such other duties as the Board or the President shall prescribe.

SECTION 4.11. The Secretary. The Secretary shall, to the extent practicable, attend all meetings of the Board and all meetings of Stockholders
and shall record all votes and the minutes of all proceedings in a book to be kept for that purpose, and shall perform the same duties for any
committee of the Board when so requested by such committee. He shall give or cause to be given notice of all meetings of Stockholders and of
the Board, shall perform such other duties as may be prescribed by the Board, the Chairman or the President and shall act under the supervision
of the President. He shall keep in safe custody the seal of the Corporation and affix the same to any instrument that requires that the seal be
affixed to it and which shall have been duly authorized for signature in the name of the Corporation and, when so affixed, the seal shall be
attested by his signature or by the signature of the Treasurer of the Corporation (the �Treasurer�) or an Assistant Secretary or Assistant Treasurer
of the Corporation. He shall keep in safe custody the certificate books and stockholder records and such other books and records of the
Corporation as the Board, the Chairman or the President may direct and shall perform all other duties incident to the office of Secretary and such
other duties as from time to time may be assigned to him by the Board, the Chairman or the President.

SECTION 4.12. Assistant Secretaries. Assistant Secretaries of the Corporation (�Assistant Secretaries�), if any, in order of their seniority or in any
other order determined by the Board, shall generally assist the Secretary and perform such other duties as the Board or the Secretary shall
prescribe, and, in the absence or disability of the Secretary, shall perform the duties and exercise the powers of the Secretary.

SECTION 4.13. The Treasurer. The Treasurer shall have the care and custody of all the funds of the Corporation and shall deposit such funds in
such banks or other depositories as the Board, or any officer or officers, or any officer and agent jointly, duly authorized by the Board, shall,
from time to time, direct or approve. He shall disburse the funds of the Corporation under the direction of the Board and the President. He shall
keep a full and accurate account of all moneys received and paid on account of the Corporation and shall render a statement of his accounts
whenever the Board, the Chairman or the President shall so request. He shall perform all other necessary actions and duties in connection with
the administration of the financial affairs of the Corporation and shall generally perform all the duties usually appertaining to the office of
treasurer of a corporation. When required by the Board, he shall give bonds for the faithful discharge of his duties in such sums and with such
sureties as the Board shall approve.

SECTION 4.14. Assistant Treasurers. Assistant Treasurers of the Corporation (�Assistant Treasurers�), if any, in order of their seniority or in any
other order determined by the Board, shall generally assist the Treasurer and perform such other duties as the Board or the Treasurer shall
prescribe, and, in the absence or disability of the Treasurer, shall perform the duties and exercise the powers of the Treasurer.

SECTION 4.15. Compensation. The compensation of the officers of the Corporation shall be fixed by the Board.

SECTION 4.16. Interested Directors; Quorum.

(a) No contract or transaction between the Corporation and one or more of its Directors or officers, or between the Corporation and any other
corporation, partnership, association, or other organization in which one or more of its Directors or officers are Directors or officers, or have a
financial interest, shall be void or voidable solely for this reason, or solely because the director or officer is present at or participates in the
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meeting of the Board or Committee thereof which authorizes the contract or transaction, or solely because the votes of one or more of such
directors or officers are counted for such purpose, if:

(1) The material facts as to that person�s relationship or interest and as to the contract or transaction are disclosed or are known to the Board or
the Committee, and the Board or Committee in good faith authorizes the contract or transaction by the
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affirmative votes of a majority of the disinterested Directors, even though the disinterested Directors be less than a quorum; or

(2) The material facts as to that person�s relationship or interest and as to the contract or transaction are disclosed or are known to the
Stockholders entitled to vote thereon, and the contract or transaction is specifically approved in good faith by vote of the shareholders; or

(3) The contract or transaction is fair as to the Corporation as of the time it is authorized, approved or ratified, by the Board, a Committee
thereof, or the shareholders.

(b) Common or interested Directors may be counted in determining the presence of a quorum at a meeting of the Board or of a Committee which
authorizes the contract or transaction.

ARTICLE V.

SHARES AND TRANSFERS OF SHARES

SECTION 5.1. Certificates Evidencing Shares. Shares shall be evidenced by certificates in such form or forms as shall be approved by the
Board. Certificates shall be issued in consecutive order and shall be numbered in the order of their issue, and shall be signed by the Chairman,
the President or any Vice President and by the Secretary, any Assistant Secretary, the Treasurer or any Assistant Treasurer. Any or all of the
signatures on a Certificate may be a facsimile. In the event any such officer who has signed or whose facsimile signature has been placed upon a
certificate shall have ceased to hold such office or to be employed by the Corporation before such certificate is issued, such certificate may be
issued by the Corporation with the same effect as if such officer had held such office on the date of issue.

SECTION 5.2. Stock Ledger. A stock ledger in one or more counterparts shall be kept by the Secretary, in which shall be recorded the name and
address of each person, firm or corporation owning the Shares evidenced by each certificate evidencing Shares issued by the Corporation, the
number of Shares evidenced by each such certificate, the date of issuance thereof and, in the case of cancellation, the date of cancellation.
Except as otherwise expressly required by law, the person in whose name Shares stand on the stock ledger of the Corporation shall be deemed
the owner and recordholder thereof for all purposes.

SECTION 5.3. Transfers of Shares. Registration of transfers of Shares shall be made only in the stock ledger of the Corporation upon request of
the registered holder of such shares, or of his attorney thereunto authorized by power of attorney duly executed and filed with the Secretary, and
upon the surrender of the certificate or certificates evidencing such Shares properly endorsed or accompanied by a stock power duly executed,
together with such proof of the authenticity of signatures as the Corporation may reasonably require.

SECTION 5.4. Addresses of Stockholders. Each Stockholder shall designate to the Secretary an address at which notices of meetings and all
other corporate notices may be served or mailed to such Stockholder, and, if any Stockholder shall fail to so designate such an address, corporate
notices may be served upon such Stockholder by mail directed to the mailing address, if any, as the same appears in the stock ledger of the
Corporation or at the last known mailing address of such Stockholder.
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SECTION 5.5. Lost, Destroyed and Mutilated Certificates. Each recordholder of Shares shall promptly notify the Corporation of any loss,
destruction or mutilation of any certificate or certificates evidencing any Share or Shares of which he is the recordholder. The Board may, in its
discretion, cause the Corporation to issue a new certificate in place of any certificate theretofore issued by it and alleged to have been mutilated,
lost, stolen or destroyed, upon the surrender of the mutilated certificate or, in the case of loss, theft or destruction of the certificate, upon
satisfactory proof of such loss, theft or destruction, and the Board may, in its discretion, require the recordholder of the Shares evidenced by the
lost, stolen or destroyed certificate or his legal representative to give the Corporation a bond sufficient to indemnify the Corporation against any
claim made against it on account of the alleged loss, theft or destruction of any such certificate or the issuance of such new certificate.
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SECTION 5.6. Regulations. The Board may make such other rules and regulations as it may deem expedient, not inconsistent with these
Bylaws, concerning the issue, transfer and registration of certificates evidencing Shares.

SECTION 5.7. Fixing Date for Determination of Stockholders of Record. In order that the Corporation may determine the Stockholders entitled
to notice of or to vote at any meeting of Stockholders or any adjustment thereof, or to express consent to, or to dissent from, corporate action in
writing without a meeting, or entitled to receive payment of any dividend or other distribution or allotment of any rights, or entitled to exercise
any rights in respect of any change, conversion or exchange of stock, or for the purpose of any other lawful action, the Board may fix, in
advance, a record date, which shall not be more than 60 nor less than 10 days before the date of such meeting, nor more than 60 days prior to any
other such action. A determination of the Stockholders entitled to notice of or to vote at a meeting of Stockholders shall apply to any judgment
of such meeting; provided, however, that the Board may fix a new record date for the adjourned meeting.

ARTICLE VI.

SEAL

SECTION 6.1. Seal. The Board may approve and adopt a corporate seal, which shall be in the form of a circle and shall bear the full name of the
Corporation, the year of its incorporation and the words �Corporate Seal Delaware�.

ARTICLE VII.

FISCAL YEAR

SECTION 7.1. Fiscal Year. The fiscal year of the Corporation shall end on the thirty first day of December of each year unless changed by
resolution of the Board.

ARTICLE VIII.

VOTING OF SHARES IN OTHER CORPORATIONS

SECTION 8.1. Voting of Shares in Other Corporations. Shares in other corporations which are held by the Corporation may be represented and
voted by the Chairman, President or a Vice President of the Corporation or by proxy or proxies appointed by one of them. The Board may
however, appoint some other person to vote the shares.

ARTICLE IX.
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INDEMNIFICATION AND INSURANCE

SECTION 9.1. Indemnification.

(a) The Corporation shall indemnify any person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the right of the
Corporation) by reason of the fact that he is or was a Director, officer, employee or agent of the Corporation, or is or was serving at the request
of the Corporation as a Director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against
expenses (including attorneys� fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by him in connection with
such action, suit or proceeding if he acted in good faith and in a manner he reasonably believed to be in, or not opposed to, the best interests of
the Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful. The
termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that the person did not act in good faith and in a manner which he reasonably believed to be in or not opposed
to the best interests of the Corporation, and, with respect to any criminal action or proceeding, had reasonable cause to believe that his conduct
was unlawful.
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(b) The Corporation shall indemnify any person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action or suit by or in the right of the Corporation to procure a judgment in its favor by reason of the fact that he is or was a Director,
officer, employee or agent of the Corporation, or is or was serving at the request of the Corporation as a Director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise against expenses (including attorneys� fees) actually and reasonably
incurred by him in connection with the defense or settlement of such action or suit if he acted in good faith and in a manner he reasonably
believed to be in or not opposed to the best interests of the Corporation and except that no indemnification shall be made in respect of any claim,
issue or matter as to which such person shall have been adjudged to be liable to the Corporation unless and only to the extent that the Court of
Chancery of the State of Delaware or the court in which such action or suit was brought shall determine upon application that, despite the
adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably entitled to indemnity for such
expenses which the Court of Chancery or such other court shall deem proper.

(c) To the extent that a Director, officer, employee or agent of the Corporation has been successful on the merits or otherwise in defense of any
action, suit or proceeding referred to in Section 9.1 (a) and (b) of these Bylaws, or in defense of any claim, issue or matter therein, he shall be
indemnified against expenses (including attorneys� fees) actually and reasonably incurred by him in connection therewith.

(d) Any indemnification under Section 9.1 (a) and (b) of these Bylaws (unless ordered by a court) shall be made by the Corporation only as
authorized in the specific case upon a determination that indemnification of the Director, officer, employee or agent is proper in the
circumstances because he has met the applicable standard of conduct set forth in Section 9.1 (a) and (b) of these Bylaws. Such determination
shall be made (i) by the Board by a majority vote of a quorum consisting of Directors who were not parties to such action, suit or proceeding, or
(ii) if such a quorum is not obtainable, or, even if obtainable, a quorum of disinterested Directors so directs, by independent legal counsel in a
written opinion, or (iii) by the stockholders of the Corporation.

(e) Expenses (including attorneys� fees) incurred by an officer or Director in defending any civil, criminal, administrative or investigative action,
suit or proceeding may be paid by the Corporation in advance of the final disposition of such action, suit or proceeding upon receipt of an
undertaking by or on behalf of such Director or officer to repay such amount if it shall ultimately be determined that he is not entitled to be
indemnified by the Corporation pursuant to this Article IX. Such expenses (including attorneys� fees) incurred by other employees and agents
may be so paid upon such terms and conditions, if any, as the Board deems appropriate.

(f) The indemnification and advancement of expenses provided by, or granted pursuant to, other Sections of this Article IX shall not be deemed
exclusive of any other rights to which those seeking indemnification or advancement of expenses may be entitled under any law, by law,
agreement, vote of stockholders or disinterested Directors or otherwise, both as to action in an official capacity and as to action in another
capacity while holding such office.

(g) For purposes of this Article IX, references to �the Corporation� shall include, in addition to the resulting corporation, any constituent
corporation (including any constituent of a constituent) absorbed in a consolidation or merger which, if its separate existence had continued,
would have had power and authority to indemnify its Directors, officers, employees or agents so that any person who is or was a Director,
officer, employee or agent of such constituent corporation, or is or was serving at the request of such constituent corporation as a Director,
officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, shall stand in the same position under the
provisions of this Article IX with respect to the resulting or surviving corporation as he would have with respect to such constituent corporation
if its separate existence had continued.

(h) For purposes of this Article IX, references to �other enterprises� shall include employee benefit plans; references to �fines� shall include any
excise taxes assessed on a person with respect to an employee benefit plan; and references to �serving at the request of the Corporation� shall
include any service as a Director, officer, employee or agent of the Corporation which imposes duties on, or involves service by, such Director,
officer, employee or agent with respect to any employee benefit plan, its participants, or beneficiaries; and a person who acted in good faith and
in a manner he reasonably believed to be in the interest of the participants and beneficiaries of an employee benefit plan shall be deemed to have
acted in a manner �not opposed to the best interests of the Corporation� as referred to in this Article IX.
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(i) The indemnification and advancement of expenses provided by, or granted pursuant to, this Article IX shall, unless otherwise provided when
authorized or ratified, continue as to a person who has ceased to be a Director, officer, employee or agent and shall inure to the benefit of the
heirs, executors and administrator of such a person.

SECTION 9.2. Insurance for Indemnification. The Corporation may purchase and maintain insurance on behalf of any person who is or was a
Director, officer, employee or agent of the Corporation, or is or was serving at the request of the Corporation as a Director, officer, employee or
agent of another corporation, partnership, joint venture, trust or other enterprise, against any liability asserted against him and incurred by him in
any such capacity, or arising out of his status as such, whether or not the Corporation would have the power to indemnify him against such
liability under the provisions of Section 145 of the General Corporation Law.

ARTICLE X.

AMENDMENTS

SECTION 10.1. Amendments. Unless otherwise provided in the Certificate of Incorporation, any Bylaw (including these Bylaws) may be
adopted, amended or repealed by the vote of the recordholders of 66 2/3% of the outstanding Shares then entitled to vote, voting together as a
single class or by vote of the Board or by a written consent of Directors pursuant to Section 3.8 hereof.
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APPENDIX D

CHENIERE ENERGY, INC.

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS FOR THE

SPECIAL MEETING OF STOCKHOLDERS TO BE HELD ON JANUARY    , 2004

The undersigned hereby appoints Jonathan S. Gross and Don A. Turkleson, and each of them, either one of whom may act without joinder of the
other, each with full power of substitution and ratification, attorneys and proxies of the undersigned to vote all shares of Cheniere Energy, Inc.,
which the undersigned is entitled to vote at the special meeting of stockholders to be held at Cheniere�s offices at Three Allen Center, 333 Clay
Street, Suite 3400, Houston, Texas on            , January        , 2004 at          a.m., Houston, Texas time, and at any adjournment thereof.

(To be Voted and Signed on Reverse Side)

Please date, sign and mail your proxy card back as soon as possible!

Special Meeting of Stockholders CHENIERE ENERGY, INC.

January         , 2004

Please Detach and Mail in the Envelope Provided

A. Please mark your votes.

1. Approval of the Cheniere Energy, Inc. 2003 Stock Incentive Plan. FOR AGAINST ABSTAIN

2. Approval of Staggered Board Proposal. FOR AGAINST ABSTAIN

3. Approval of the Written Consent Proposal. FOR AGAINST ABSTAIN
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4. Approval of the Special Meeting Proposal. FOR AGAINST ABSTAIN

5. Approval of the Supermajority Voting Proposal. FOR AGAINST ABSTAIN

THIS PROXY WILL BE VOTED IN ACCORDANCE WITH THE SPECIFICATIONS MADE HEREON. IF NO CONTRARY
SPECIFICATION IS MADE, THEN THIS PROXY WILL BE VOTED FOR THE PROPOSAL IDENTIFIED IN ITEMS 1, 2, 3, 4
AND 5.

THE UNDERSIGNED HEREBY ACKNOWLEDGES RECEIPT OF THE NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
AND THE PROXY STATEMENT FURNISHED HEREWITH. PLEASE DATE, SIGN AND RETURN THIS PROXY PROMPTLY IN
THE ENCLOSED, PRE-ADDRESSED STAMPED ENVELOPE.

Signature(s) of Stockholder:                                                                      Dated this              day of                                              , 200    .

Note: Please sign exactly as your name appears on your stock certificate. When signing as executor, administrator, trustee or other
representative, please give your full title. All joint owners should sign.
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