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BBP ANNOUNCES FULL YEAR 2009 RESULT

Babcock & Brown Power (ASX: BBP) has today announced its full year results for the year ended 30
June 2009.

BBP achieved the following results:

e Statutory EBITDA of $325 million vs FY08 Statutory EBITDA of $331 million

» Normalised EBITDA of $262 million vs FY08 Normalised EBITDA of $342 million

e Asset impairment $56.7 million

e Debt including Project Debt decreased by $1.4 billion to $3.2 billion

e« BBPF Debt and Babcock & Brown Bank Syndicate Group debt negotiations are ongoing and well
advanced

FY09 Results

Total revenue for the FY09 year was $1,534 million, an increase of 0.4% on the prior year while
normalised earnings before interest, tax, depreciation and amortisation (EBITDA) decreased 23% to
$262 million. The normalised EBITDA result is consistent with the recent guidance provided to the
market of between $260 — 270 million. EBITDA in FY09 was materially impacted by weak wholesale
energy prices across all regions of Australia where BBP operates as well as by a number of

unplanned outages which led to a fall in the contribution from merchant generation.

BBP has provided both Statutory and Normalised EBITDA figures for the FYQ09 year. The principal
adjustments to Statutory EBITDA include an increase to provisions for onerous contracts of ¢.$120
million, the release of provisions resulting from the disposal of Alinta EATM and the Flinders Osborne
Trading contracts, a combined release of $167 million, and a number of other smaller one off

adjustments totalling $17 million.

BBP also announces that it has taken a total non cash impairment charge for FY09 of $56.7 million.
The impairment charge has been recognised against the value of Alinta goodwill ($50.0 million) as

well as software development assets held in BBP’s service company ($6.7 million).

AFS Licensee No: 299943




In addition, BBP reduced debt (including Project Debt and corporate facilities) by close to 30% from
$4.6 billion to $3.2 billion. This was achieved primarily through the sale of power station assets

including Ecogen, Uranquinty, Kwinana, Neerabup and Tamar Valley.

Mr Ross Rolfe, AO, Managing Director said, “2009 has been a very challenging year for BBP. We
have endeavoured to focus on the key issues that have faced the business throughout the year: our
capital structure, operational challenges, and our historic relationship with the Babcock & Brown
Group. Earnings were disappointing in 2009 due to a combination of operational issues coupled with
milder than expected weather and weak economic conditions leading to lower demand. Despite the
disappointing earnings performance, we believe that we are making good progress in addressing the

key issues faced by the business.”

Capital Structure & Management Agreement

BBP continues to progress its discussions with its financiers, including the B&B Banking Syndicate,

around broadly acceptable principles and parameters with a view to restructuring BBP’s debt facilities.

While the management agreement with Babcock & Brown has not yet been terminated, Babcock &
Brown has had no board representation since December 2008. All staff working for BBP have been

employed by BBP since January 2009.

At this stage, BBP expects to be able to provide further clarity around the longer term capital
structure of the business, and the terms of the finalisation of the relationship with the Babcock &
Brown Group, at, or before, the Annual General Meeting which is scheduled to be held in Sydney on
30 November 2009.

The Chairman, Mr Len Gill, said “Looking forward to 2010, BBP will continue to focus on improving
the stability of earnings from its operating assets as well as finalising establishment of an acceptable

debt structure.

We appreciate the ongoing support of all of our stakeholders, and in particular our securityholders and

staff, as we continue to address the challenging tasks facing BBP.”

ENDS

Further Information:
Ross Rolfe AO Peter Brook
Chief Executive Officer Chief Financial Officer

Ph + 61 2 9372 2627 Ph + 61 2 9372 2623




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.

The portfolio has interests in 12 operating power stations representing approximately 2,800MW" of
installed generation capacity. BBP has interests in a number of other associated power assets
including the WA retail assets Alinta.

! Some assets have minority shareholders.
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DISCLAIMER

This publication is issued by Babcock & Brown Power Limited (ACN 116 665 608) (“BBPL”) and Babcock & Brown Power Services Limited (ACN 118 165 156, AFSL 299943) as
responsible entity of the Babcock & Brown Power Trust (ARSN 122 375 562) (collectively “BBP”).

BBP and its manager, Babcock & Brown Power Management Pty Ltd (ACN 122 225 334) (“‘BBPM”) and their respective related entities, directors, officers and employees (collectively
“BBP Entities”) do not accept, and expressly disclaim, any liability whatsoever (including for negligence) for any loss howsoever arising from any use of this publication or its contents.
This publication is not intended to constitute legal, tax or accounting advice or opinion. No representation or warranty, express or implied, is made as to the accuracy, completeness or
thoroughness of the content of such information. The recipient should consult with their own legal, tax or accounting advisers as to the accuracy and application of the information
contained herein and should conduct their own due diligence and other enquiries in relation to such information.

The information in this publication has not been independently verified by the BBP Entities. The BBP Entities disclaim any responsibility for any errors or omissions in such information,
including the financial calculations, projections and forecasts set forth herein. No representation or warranty is made by or on behalf of the BBP Entities that any projection, forecast,
calculation, forward-looking statement, assumption or estimate contained in this publication should or will be achieved. None of the BBP Entities or any member of the Babcock &
Brown Group (including BBPM) guarantees the performance of BBP, the repayment of capital or a particular rate of return on BBP stapled securities.

BBPL is not licensed to provide financial product advice. This publication is for general information only and does not constitute financial product advice, including personal financial
product advice, or an offer, invitation or recommendation in respect of securities, by BBPL or any other BBP Entities. In providing this publication, the BBP Entities have not considered
the objectives, financial position or needs of the recipient. Before making an investment in BBP or any other investment decision in respect of BBP, the recipient should consider
whether such an investment is appropriate to their particular investment objectives, financial situation and needs and should obtain and rely on their own professional advice from their
tax, legal, accounting and other professional advisers in respect of the recipient’s objectives, financial position and needs.

This publication does not carry any right of publication. Neither this publication nor any of its contents may be reproduced or used for any purpose without the prior written consent of
BBP.

This publication does not constitute an offer of securities in the United States or any other jurisdiction, and the securities referred to in this publication have not been and will not be
registered under the United States Securities Act of 1933, as amended. Securities may not be offered or sold in the United States, or to or for the account or benefit of U.S. persons,
unless they are registered under the U.S. Securities Act or exempt from registration.
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FINANCIAL OVERVIEW

*  Modest decline in statutory EBITDA

(0}

(0}

Statutory EBITDA fell by 2% in FY09 to $325 million from $331 million in FY08

The result included a number of one-off items such as the release of provisions following the AEATM’
and FOT? sales and the increase in provision for Alinta onerous contracts as well as a non cash
impairment

* Adverse operating conditions resulted in a 23% fall in normalised EBITDA

(0}

(0}

Normalised EBITDA fell in FY09 by 23.4% to $262 million from $342 million in FY08

Key factors contributing to this decline were lower prices and reduced sales, combine with unplanned
outages at Flinders

* Key Financing Considerations

(0}

© O O o

BBPF Facility currently in cash lock up

No Event of Default — June ICR lowered to 1.1x

Removal of the Review Event relating to the 2" Investment Grade credit rating
Debt restructure expected to have new financial covenants and terms

BBP’s debt has been classified as current

12 months to June 2009 2008 Change (%)

2.

Revenue 1,534 1,527 0.4%

Statutory EBITDA 325 331 2.0%

Normalised EBITDA 262 342 (23.4%)

PBT (244) (384) -
4 1.  AEATM - Alinta EATM

FOT - Flinders Osborne Trading



KEY CHALLENGES IN 2009

EARNINGS & CASH BABCOCK & BROWN
CAPITAL STRUCTURE
STABILITY RELATIONSHIP
« Sales Process * Improvements to cash flows + Governance
«  Exhaustive process run across + Sale of AEATM to Aurora Energy, = Independent Chairman
past 12 months = Sale of Flinders Osborne Trading = Majority independentdirectors
» Over $1bndebtpaydownin FY09 to Origin Energy + No B&B nominees post December
* Uranguinty, Ecogen, Tamar * |denfification of opportunities to »  Management Changes
Valley, Neerabup, Kwinana stabilise earnings and cash flows . NewCEO & CFO
+ Tamar Construction facility repaid *+ Olympic Dam PPA (105MW, two- +  Formal changes to Management
via sale of asset year contract) Agresment
+ BBPH repaidin March ‘09 *+ Newman expansion « Full legal separation expected no
following asset sales later than closing of B&E Bank
« B&B Bank Syndicate Loan Syndicate |loan restructure without
- Extendedin February, cost to security holders
negotiations well undenway
- BBPF Restructure

=  Negotiations with F Bank
Syndicate are well underway



1HO09

2H09

KEY EVENTS IN FY09

= Uranguinty Sale; gross
proceeds of $700m

+ Ecogen Divestment: 73%
equity interest sold

=|ndependant Chairman
appointed

JANLIARY

AUGUST

* Tamar Sale: $100m
proceads — usad (O rapay
construction facility

+ UBES appointment: to
undartake sirategic
reniens

« FY08 results: Ross Rolfe

appointed CEO, $452m
impairment, Fv0S
EEITDA guidance set at
$350-$360m

= AEATM Sale announced: « Meerabup Financial

Frocesds of $15m;
releass of working cap
and LAC of $10m

Close; $43.3m LT
returnad to BEE

* EBITDA, guidance
revision - loweredto
FI15-$325: AEATM
provision release; ERMFI
dividend; weak SA & QLD
pricas; Playford outage;
Wa gas demand & power
prices

+ D&H deli axtension:
axtandad to March 2010

* Tamar Financial Close

+ Financial Close of
Kwinana: $50millicn
procesds: $13.2 million
deferred.

+ B&B Group ceasesto be
a substantial shareholder

+ Financial Closa of
AEATM

+ BEPH Fully R apald:
procesds from Kwinana
wrilised o fully repay
EEFH debt

SEFTEMBER

= Management Agreement
changes announced:
board composition;
employeas; and feas

*UBS Strstegic Review
Findings: over-gearad;
distribution suspension

+ NWS Arbitration:
subpoena process

« Kwinana & Neerabup
sales announced; Qrass
proceads of $130m

NOVEMEER DECEMEER

-_ﬁGM: £350-5$360m
EBITDA guidance

+ EBIT DA guidance
revigon - [oweredto
F$330-$340m: due to
Fwinana & Nearabup
sales

+ | ndicative offers recelved:
Number of non-binding
indicative offers received
for defined portfolios and
thewhole of business

«Trading Halt

+ Buspension

+ EBITDA guidance
revision to $405-5415m
($260-270m underlying:
FOT; mildweather and
liow prices in MEM 2 W

« Agreemeant to novate FOT
contracts: releasea of
$125m onerous contract

+ Suspension Liffed & Dobi
restciuig anounced

+ GPG bocomes
substantial shareholder:
10.63%

» Olympic Dam Contract:
10SMW, two-year contract
with EHP

WA Gas Tariff : 22.9%
increase announced for
residantial and small
customears

« Fiteh Downgrade fo
BRPF rating



UPDATE ON CAPITAL RESTRUCTURE

 Comprehensive sale process conducted by UBS
o  Some parties remain engaged

» Challenges for bidders
o llliquid debt markets
o  Uncertainty regarding Babcock & Brown — debt and management agreement
o  Deteriorating short-term earnings outlook for BBP
o  Outstanding operational issues with respect to gas supply and pricing
o  CPRS uncertainty

*  Work-through has been substantially advanced
o  Announcement made at the 1HO9 results that the ‘longer term work-through’ option was being considered

o  Work on this option has been progressed actively since that point



WORK-THROUGH UPDATE

+  BBPF SYNDICATE

o Due Diligence Substantially complete

o Term Sheet Negotiations continue around broadly acceptable principles and parameters for both parties
o  Credit Process 2/3 weeks- offshore credit committees

o Expected Approval End September 2009

o Expected Announcement Terms to be disclosed once Credit Approval process complete

o Expected Financial Close Subject to documents and conclusion of B&B Bank Syndicate Loan

Restructure, but likely to be October 2009

 B&B BANK SYNDICATE

o  Commercial Principle Proposition to be considered by B&B Bank Syndicate
for Restructure

o  Approval Process 2 weeks for B&B Bank Syndicate — 2/3 majority approval required
AGM Approval by BBP Security holders expected

o Expected Announcement Terms to be disclosed once approval received from B&B Bank Syndicate
and its lenders

o Expected Financial Close Post BBP AGM (30 November 2009)

Should re-negoliations prove unsuccessful, both the BBPF Syndicate and the B&B Bank Syndicate have rights fo accelerate their

loans



BABCOCK & BROWN — MANAGEMENT AGREEMENT

« Substantive Termination

o0 Since December 2008 B&B has not had any involvement in the Board or management of BBP

* Legal Termination
o Termination expected no later than coincident with B&B Bank Syndicate loan restructure — at no cost
o New Name - to be voted on at AGM

0 Move from Chifley Tower in early September 2009



FY09 PERFORMANCE REVIEW

CONTRACTED ASSETS
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(0]

Performed in line with expectations with the exception of Redbank that experienced an extended
unplanned outage in Q1 of this year

FLINDERS

(0]

(0]

Price Variance — average market prices in FY09 were broadly in line with expectations; however, due to
forced outages plant was unavailable during a number of peak price periods in Q1 (calendar).

Production Variance — a series of unplanned outages at both Northern and Playford resulted in total
output for FY09 being below budgeted levels

BRAEMAR

(0]

(0]

Price Variance — very low demand in QLD for most of FYQ9 resulted in wholesale prices averaging well
below expectations. Average prices in FY09 were over 35% lower than FY08.

Inflexible Gas Supply Contracts - limited BBP’s ability to effectively manage lower prices

ALINTA

(0]

Electricity Business — weaker than expected industrial demand led to downward pressure on prices, which
was exacerbated by higher churn than expected in the Commercial and Industrial segment

Gas Business — lower than expected demand resulted in weaker than expected performance for FY09
and the one-off impact of the Varanus Island outage



SA WHOLESALE PRICES

« Average prices sharply down in FY09 - prices over the past financial year were, on average', 30% below the level
in FY08

» Adverse timing of unplanned outages — both Playford and Northern were forced offline during high price events in
January

» Forward curve on an upward trajectory — average forward prices are rising on annual basis across the course of
the next four years; however, liquidity beyond FY11 in the contract and OTC is very limited due to CPRS-related
uncertainty

* Hedging Levels — historically have been at 70%. Current hedging strategy is assisting with the low pool prices
being experienced in the market.

SA: FY08 and FY09 Historic Prices SA: Forward prices?— FY10 to FY12
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QLD WHOLESALE PRICES

» Average prices sharply down in FY09 — prices over the past financial year were, on average', 36% below the level

in FY08.

» Forward curve on an upward trajectory — average forward prices are rising on annual basis across the course of
the next four years; however, liquidity beyond FY11 is very limited due to CPRS-related uncertainty

QLD: FY08 and FY09 Historic Prices

QLD: Forward prices? — FY10 to FY12
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ALINTA - GAS

« Gas Supply «  SME Customers
o Significantly reduced through FY09 due to o FYO09 saw an uplift in business tariff rates of
Varanus Island incident 5.6%'
0 Some replacement supply obtained, but at 0 Revenue was impacted by a drop in
higher cost business demand and warmer weather
o NWS arbitration process commenced during o0 Alinta recontracted over 98% of its small
FYO09 gas use contracted customers who were

eligible for renewal in FY09.

* Residential

o FY09 saw an uplift in tariff rates of c.9%" *  AELPG
o  Customer consumption for FY09 was lower o FY09 actual Saudi Prices lower than
than budget due to mild weather expected resulting in earnings being below

o In June the WA Government announced a forecast

tariff increase of 22.9% for the residential
segment

«  Commercial & Industrial Customers

0 Gas sales volumes in C&l segment were
down significantly in FY09

0  The principal drivers of this decline were the
ongoing impact of Varanus Island and the
impact of the global economic downturn

1. WA Office of Energy Report — June 2008



ALINTA - ELECTRICITY

Commercial & Industrial Customers

14

o
o

Marginal decline in FY09 Contract Sales Volume
Customer sales down due to a combination of churn and weak economic conditions

Market Sales of Generation Output

o
o

Output not sold to Alinta’s C&I customers is sold into the WA Balancing Market & STEM

Alinta had a partial reduction in generation capacity in FY09 and therefore lower sales volume into the
balancing market and STEM than forecast

Forecast revenue was not only impacted by lower volume, but also softer prices in the balancing market
and STEM

One of the major drivers for the softer prices was lower electricity demand across the SWIS



CPRS UPDATE

« Changes to proposed legislation announced in May
0 Start date delayed by one-year to July 2011
0 Price of carbon to be fixed at $10/t for first year of scheme
o) The Senate voted down this proposal in August

+ Key outstanding issues

0 Compensation available to generators
0 Target reduction level by 2020
0 Results of Moran Review

- Opportunities & Risks

o) BBP has a relatively high proportion of gas plant and ability to pass through cost s and
carbon under most existing contracts

0 Northern and Playford most exposed

0 BBP is forming and executing a strategy to ensure its well placed to operate under

CPRS, including optimising transition assistance and conversion of plant to lower
emitting fuels such as biomass

15



BUSINESS OUTLOOK

« Establishing a more sustainable capital structure for the business

o Expectation that a restructure will allow BBP to work through the current challenges
posed at an operational and economic environment level

o Restructuring of the BBPF and Babcock & Brown debt facilities

» Stability of earnings and cash

o  Flinders
» Strong cash flow in the short term
» CPRS support in the medium term

o Alinta
» Strong cash flow post 2012 as onerous contracts roll off
» Industrial and commercial customers recontracted at market rates with a focus on margin
» Manage gas supply and price risks

o PPA

» Strong reliable cash contribution
» Newman expansion and resultant increased contribution to earnings



KEY DATES

»  BBPF Debt Restructure

»  B&B Bank Syndicate Loan
Restructure

»  Signing of accounts post Audit

OCTOBER

»  Release of Annual Report

NOVEMBER

> AGM
»  Provision of guidance for FY10

17
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Presentation Notes
Signing of accounts post audit…
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FINANCIAL SUMMARY

Normalised EBITDA declined by 23%

o) Rising costs in WA offset the benefit of higher tariff revenue
o) Weak wholesale prices and unplanned outages led to a fall in merchant generation EBITDA
* NPAT loss diminished
o) Higher net finance costs offset by lower non-operating adjustments and tax benefit
Year ending June 2009 2008 Change
Revenue from ordinary activities 1,534 1,627 0.4%
Statutory EBITDA 325 331 2.0%

Segmental EBITDA

Power Generation 171 237 -27.8%
Energy Markets 119 136 -12.8%
Associates 2 5 -56.8%
Corporate & Unallocated -30 -36 -17.1%
Normalised EBITDA 262 342 -23.4%
Net Finance Costs -357 -202 76.4%
Non Operating Adjustments -108 -369 n/a
Income Tax 95 -43 n/a
NPAT -149 -427 n/a

19


Presenter
Presentation Notes
 Headline revenue across BBP for 2009 was in line with 2008. However a direct comparison with FY2008 is difficult:

 The Alinta acquisition was only for 10 months in 2008 and held for 12 months for 2009;

 Through out 2009 there were a number of divestments which offset the revenues brought in by the acquisition. There were no divestments in 2008.

 Some of the drivers of the higher revenues were:

 More income producing months- 12 months versus 10 months

 There increases to the gas tariffs for residential (~9%) and business (~5.6%)

 Growth in customer numbers

 However these were offset through weather and economic demand issues-

 The GFC saw lower demand for electricity and gas consumption

 Lower prices electricity prices



Normalised EBITDA has suffered showing a 23% decline against 2008. This has been driven principally through lower gross margins from lower prices, higher gas costs in WA (shortfall spot prices; purcahse of electricity due to Varanus Island), FCAS, unrecovered gas costs through Braemar.

Corporate costs savings are in fact more substantial as business unit based costs have been reduced through the introduction of shared services centre. 



SEGMENTATION: THIS WILL CHANGE GOING FORWARD. WILL RESET FOR LEADING INTO AGM WHICH SHOULD ALLOW EASIER BUSINESS ANALYSIS




NORMALISED EBITDA CONTRIBUTION

20

Alinta — adjusted for the impact of onerous contract and other provisions, as well as for the ongoing
impact of Varanus Island

FOT & AEATM —disposal of the AEATM and FOT onerous contracts resulted in substantial provision
releases in FY09

BBP: Statutory to Normalised EBITDA

$ million
500 -
450 -
400 -
350 -
300 -

250 A

200 =
150 -
100 -
5.]:4_

Statutory Alinta Misc Cawse FOT AEATM ERMPI Wiiteback  Mormalised
EBITDA Dividend BBISPI EBITDA



Presenter
Presentation Notes
The statutory EBITDA for BBP was $325m. 

A number of non operating adjustments have arisen though out FY2009 taking the normalised EBITDA to $262m.  

This walk tries to set out what we would classify as a normalised operating result for BBP. Be clear this is not what we consider to be the optimised position but simply results stripped of non recurring adjustments to derive a normalised on operating performance.



 In the Energy markets/Alinta business we:

 made provision for onerous contracts of approximately $120m [$72m onerous + $48m NWS]

 took a net impact of $18m due to Varanus island.

 FOT at $117Mm release of onerous provisions- previously this was announced as $125m profit however $8m of this was reclassified as interest. Fortuitously the movement in onerous contract provisions =ve and –ve virtually offset.

 AEATM at $49.7M relating to provision releases as well as the recovery of unbooked working capital and transfer price.

 Write back of loans  no longer payable through the wash up of the Alinta acquisition of $38M ($18 to Glenbrook and the remainder to AEATM).

 Cawse due to Norilsk care and maintenance program ($5m).

 Corporate: majority relates to Servco intangibles.  Misc relates to Redbank and Kwinana (lots of small things)


EBITDA WALK - FY08 TO FYO09

21

Power Generation — generally weak prices across the NEM led to a decline in EBITDA from Flinders and
Braemar, which was partially offset by the Newman expansion and an uplift at Bairnsdale resulting from
improved tolling arrangements

Energy Markets — Alinta’s operating performance declined due to weaker demand in both the gas and
electricity businesses

Corporate — reduction in asset management fees and some centralisation of shared services

BBP: EBITDA walk — FY08 to FY09

$million
360 1

340 [
320
300
280
260 - —_— . |
240

220 A

200 -

FY08 Alinta  Bairnsdale Braemar Cawse Ecogen  Flinders Glenbrook Kwinana Redbank Tamar  Uranquinty WA Power AEATM Alinta AGL LPG ONE Corporate  Oakey FY09
EBITDA  Energy group EBITDA

Power Generation Energy Markets Corp & Assoc



Presenter
Presentation Notes
Redbank due to extended outage (July to Nov)



WA Power due to holding assets for 12 months v 10 months plus an uplift resulting from additional capacity towards the end of the year.  Additional review through Horizon outside of the PPA (excess capacity).



Some assets have been sold (Tamar, Uranquinty)



Alinta Energy:  not all costs able to be capitalised, so project costs flowing through to P&L



A number of factors had an adverse effect on the performance of the Energy Markets segment in FY09, most notably the Varanus Island gas disruption in Western Australia and weak economic conditions. Varanus Island represents 40-50% of Alinta’s peak demand gas supply, and has been in force majeure throughout FY09. Some replacement supply was obtained, but at a higher cost. 

The Alinta Retail gas business experienced low demand resulting in weaker than expected performance for FY09. Consumption in the residential and SME sectors was lower than expected due to mild weather, offset by tariff increases in both sectors. Commercial and industrial customer volumes were down significantly due to the ongoing impact of Varanus Island and the impact of the global economic downturn. Further, due to lower than expected Saudi Contract Prices, Alinta LPG performed below budget.



Flinders generation performance for the year was heavily impacted by forced outages rendering the plant unavailable to take advantage of a number of peak price periods over the summer months. Market prices over the year were broadly below expectations; and production was below budgeted levels. A series of unplanned outages at both Northern and Playford resulted in total output for the year being lower than expected.

Braemar generation performance was impacted by price variance. Very low demand in Queensland for most of FY09 resulted in wholesale prices averaging well below expectations. Average prices were around 36% lower than the previous year. The inflexible nature of existing gas supply contracts limited BBP’s ability to effectively manage lower pool prices.

WA Power business comprising Newman Power Station and Port Hedland Power Station performed in line with budget. In FY09 the business commenced expansion of Newman Power Station with the installation of a new Rolls Royce Trent turbine, with $20m capital expenditure budgeted for completion in FY10.

Cawse Power station performed below budget as owner of the nickel mine that it services placing the operations into care and maintenance. 








FINANCE COSTS

BBP: Composition of FY09 Finance Costs

$million
450 -
400 -
350 -
300 -
250 -
200 -
150 -
100 -
50 -

Finance cash costs  Unwind of discounton Amortisation and write  Interest accrued Total finance costs
provisions off of deferred
borrowing costs



Presenter
Presentation Notes
The Accounts for BBP will disclose finance costs of $357.1 (FY2008 $202). A substantial portion of this however is not a cash cost within the reported year. No netting



Total financing costs			385.5	

		

Cash						234.7	

		

Non cash					150.9	

		

Comprising:		

Unwind of discount on provisions	7.6	

Amortisation and write off of 

deferred borrowing costs			81.7	

Interest accrued				59.3	

						148.6	







Accrual is made up of:

 BnB ~$40m

 BBPF ~$12m

 Swaps ~$7m


MOVEMENT IN DEBT

« Repayments — Corporate Facilities ~$0.3 billion
« Transfers — Project debt transferred ~$1.1 billion

BBP: FY09 Movement in Debt

$ million

6,000 -

5,000 -

4,000 +

3,000 +

2,000 -

1,000 ~

Opening BBPF Newman BNB W/C&L/IC BBPH Bridge Project Closing
Debt movement Debt
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Presentation Notes
Last year recognising the over leveraged position of the group the company set about a program of asset sales for debt reduction. As a result of that program there has been an overall reduction of debt in the group of $1.4b. This has been both corporate facilities at BBPH and project debt through the transfer of the substantive assets



Including all debt and drawn facilities, BBP reduced its leverage by approximately $1.4 billion dollars during 2009. This has been accomplished through a series of asset sales which saw approximately $1billion of project debt removed together with corporate facilities of approximately $460 ($100.5m Bridge facility and $360m BBPH facility) and further draw down for Newman ($54m), and Draw downs since last balance date from BnB ($45m) and the capitalisation of interest to BnB ($38.9m).



The only new debt relates to the completion of the plant and facilities at Newman (which are contracted to BHP) and for which specific finance facilities had been provided and the fluctuation in Working Capital and LC facilities. 



Ross has mentioned that we are in positive discussions with our bankers regarding the facilities. During this period the covenants were relaxed whilst we finalise terms for an ongoing relationship with the BBPF syndicate of banks. We foreshadowed at our December release that the company would come under pressure regarding its covenants, in particular the ICR and the investment grade rating. Recognising this we commenced negotiations with our banks in May of this year, including arranging interim covenants whilst negotiations were continuing.

The principal covenants that merit discussion are:

The Interest coverage Ratio [ICR]: The interest coverage ratio under the facility agreement was 1.5x to Equity Lock up and 1.35 for default. The banking syndicate has effectively agreed to relax that covenant for the June test period provided we achieve 1.1x. It is expected that new facilities will be in place before the requirement provide to the syndicate a covenant confimation sometime after September. BBPF voluntary went into equity lock up earlier in the year 

Gearing covenant has not changes

The investment grade rating requirement has effectively been deferred whilst reserving the syndicates interests. The original date for BBPF to have obtained a 2nd investment grade rating was 3 June 2009. This date was deferred to 1 August. Clearly did not obtain an investment grade rating by that date and hence we might be considered to be in a review event at this time, however this is basically usurped by the holistic negotiation that are under way with the syndicate. The review event mechanism requires that there be a period of negotiation which we are clearly undertaking now.been dispensed with

CPRS review event has been deferred and is likely to remain a feature of any renegotiated facility




DEBT FACILITIES

» Considerable reduction in debt in FY09
o over $1.4bn of debt was repaid via asset sales and operating cash flows
* Newman Expansion

o the Newman expansion was largely complete at the end of FY09. Outstanding amounts to complete the
expansion are now largely deployed and amount to ~$15.4m

e Current Debt

o BBPF and B&B Loans current for balance sheet as at 30 June 2009 because no unilateral right to avoid
repayment in FY10. However, comprehensive, positive restructure negotiations underway

BBP: Debt Exposures as at 30 June, 2009

Debt Balances ($m) As at 30/06/09
BBPF

Tranche A 1,600
Tranche B 877
Newman 54
Working Capital Facility 10
Letter of Credit Facility 38
Total BBPF 2,579
Other

BBPH 0
Babcock & Brown 398
Project Debt - Redbank 246
Total Other 644

24 Debt as at 30/06/09 3,223
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The debt has been classified as current because BBP at 30 June 2009 did not have an unconditional right to defer settlement of the liabilities beyond the 12 month period to 30 June 2010.  In respect of the BBPF debt, negotiations to remove the second investment grade rating left the banks with the right to accelerate the loan from 1 August 2009 with a 30 day notice period.  

In addition to the above, the accounting standard on financial instruments AASB 139 Financial Instruments: Recognition and Measurement requires that where there is a substantial modification of the terms of an existing debt arrangement, it shall be accounted for as an extinguishment of the existing arrangement and the creation of a new one.  A substantial modification is considered to occur where the loan terms change such that the present value of the cashflows associated with the revised arrangements differ by more than 10% to the original arrangements.  

In respect of the BBPF debt facility, management continue in their negotiations with the respective banks.   Revised loan terms are expected to be settled by mid September 2009.   If as anticipated changes to the maturity dates or the effective interest rate associated with the revised loan terms result in the present value of BBPF’s obligation changing by more than 10%, the deemed extinguishment of the existing loan further supports its classification as a current obligation at 30 June 2009. 



This is consisstent with our disclosures


()

IMPAIRMENT

« Current year Impairment - $57m

BBP: Impairment

Goodwill Development Licences Customer Base Other Total
Accumulated amortisation and impairment - 2008 (410) 3 (8) 27) 0) (449)
Net book value - 2008 1,572 83 82 370 224 2,332
Impairment - 2009 (50) @) (57)
Amortisation - 2009 (5) (50) (0) (55)
Changes due to accounting adjustments 35 11 60 (142) (35)
Disposals (46) (18) (64)
Reclassifications (83) (2) 2 (83)
Other adjustments 9) 9)
Net book value - 2009 1,502 0 63 378 86 2,028
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Management and the board have of course been sensitive to the needs or requirements to impair. This has been a rigorous review, including the full reassessment of the businesses models, contract expectation, gearing, and cost of debt. Knowing the focus on this area this review has taken some time and was only finalised last evening.



As the precise path and timing of introduction of legislation and the elements including targets and compensation are uncertain, the impairment review has taken place within a non carbon framework. This approach has been supported by our auditors. Our financial report will however provide a fuller description as well as some details on our emission characteristics.



As a result we have taken an impairment against the Alinta CGU of $51m. The other assets in the portfolio remain unimpaired in a non carbon environment. We do acknowledge that BBP holds three generators that have a higher carbon intensity than the national average and therefore operating results of those plant will likely be effected. Once legislation has been passed BBP will review the impact on its business and make an announcement if appropriate at that time.



We have contemplated the introduction of Carbon regime and the extended RET scheme. 





WACC

Alinta: 12.76%

Flinders & Braemar: 12.20%

WA Power, Bairnsdal, Redbank: 11.81%



Risk Free Rate: 5.38%  [10 day average up to 30 June 2009]



Gearing 

Reatail: 30%

Merchant: 50%

PPA: 60%



Beta

Retail  .7

Merchant  .55

PPA  .5






CAPITAL EXPENDITURE

« Assets sold — $151.6 million was expensed on assets prior to sale.
* Other - includes Newman expansion (debt funded in WA Power) and day to day O&M capital.

BBP: Capital Expenditure

$ million

250 ~

200 N

150 -
100

50 A

Tamar Neerabup Kwinana WA Power Alinta Flinders Braemar ONE Bairnsdale Redbank Total
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