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BBP CLARIFIES INCENTIVE FEE POSITION FOR YEAR ENDED 31
DECEMBER 2007 HAVING REGARD TO THE PROPOSED
ACQUISITION OF ALINTA ASSETS
As previously announced Babcock & Brown Power (ASX:BBP) as a
member of the Babcock & Brown (ASX:BNB) and Singapore Power
International Pte Ltd Consortium has agreed to acquire the Alinta power
generation portfolio and 67% 1 of the WA retail assets subject to the
approval of Alinta’s shareholders of the proposed scheme of arrangement.
BBP’s purchase of these assets will be funded through the issue of 335
million BBP stapled securities (“Acquisition Securities”) at a fixed ratio of
0.669 per Alinta share with the balance of funding to be sourced through
committed debt.
BBP has agreed with its’ manager Babcock & Brown Power Management
Pty Ltd (the “Manager”) to a change to the Incentive Fee calculation, which
is beneficial to BBP securityholders, in relation to the Acquisition
Securities only for the period ending 31 December 2007. Specifically, the
Manager has agreed to give up part of its potential Incentive Fee to which
it would have otherwise been entitled under the Management Agreement
(“MA”). The Manager has agreed to this concession relating to the Alinta
transaction in recognition of its transformational nature and the short
period of time that the Acquisition Securities will have been on issue for
the purpose of calculating the Incentive Fee under the current timetable.
BBP believes that this arrangement for the period ending 31 December
2007 provides an equitable outcome for BBP securityholders, including
Alinta shareholders who are issued Acquisition Securities, and reinforces
the strong alignment of interest between BNB and BBP securityholders
and the Manager’s commitment to the interests of BBP’s securityholders.
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Refer BBP ASX Release dated 11 May 2007 for further detail of the AlintaAGL put/call option
through which BBP will hold either 100% or 0% of AlintaAGL.

Incentive Fee
At the end of each calendar year (ending 31 December) the Manager may
be entitled to receive an Incentive Fee of up to 20% of the amount of the
excess (if any) of the Stapled Security Return (“SSR”) over the Benchmark
Return (“BR”) for that year. An Incentive Fee for a particular calendar year
will only be payable where the SSR is greater than the BR for that year.
The SSR and BR are calculated with reference to BBP’s market
capitalisation at the end of each year under the MA.
Due to the transformational nature of the proposed Alinta acquisition, BBP
and the Manager have agreed that the calculation of the Incentive Fee for
the period ending 31 December 2007 will be adjusted so that the Manager
is not paid all of the potential Incentive Fee that may otherwise be payable
in connection with the Acquisition Securities. The Manager will not be
entitled, under any circumstances, to an Incentive Fee which is higher
than it would have been under the original formula. The Incentive Fee for
the period ending 31 December 2007 will be calculated as follows:
1) An Incentive Fee in relation to securities issued at the IPO will be
calculated in respect of the period from their allotment on 11 December
2006 to 31 December 2007 in accordance with the MA. The IPO issue
price and 20 day VWAP prior to 31 December 2007 will be used for the
purpose of this calculation in accordance with the MA; plus
2) An Incentive Fee in relation to the Acquisition Securities will be
calculated in respect of the period from their allotment (likely to be late
August 2007) to 31 December 2007. The issue price of the Acquisition
Securities and 20 day VWAP prior to 31 December 2007 will be used for
the purpose of this calculation. There will be no carry forward of any deficit
to the extent the calculation of the Incentive Fee in relation to the
Acquisition Securities results in a shortfall between the SSR and the BR.
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About Babcock & Brown Power
Babcock & Brown Power (ASX:BBP) is a power generation business, with assets
diversified by geographic location, fuel source, customers, contract types and

operating mode. Its aim is to grow returns to its securityholders through
optimisation of its existing power generation business and the addition of further
power assets via a combination of new construction and strategic acquisitions.
The portfolio has interests in seven operating power stations and one power
station under construction and due for completion in late 2008. The portfolio has
a total electricity generation capacity of approximately 2,900 MW. 2 Babcock &
Brown has been developing, operating and acquiring the generation portfolio
over a period of 10 years. Four of the power stations have been co-developed by
Babcock & Brown from green field development opportunities and four have been
acquired from other operators.
Portfolio Summary

For further information please visit our website: www.bbpower.com
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Some assets have minority shareholders. BBP’s equity interest in the assets is equivalent to
approximately 2,370 MW.

