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Item 5.02 Compensatory Arrangements of Certain Officers.

(e) The Compensation Committee of our Board of Directors administers the

Executive Incentive Compensation Plan ("EICP"), a cash bonus plan under which
our executive officers participate. The payment amount, if any, of an EICP award
is determined based on: (1) the attainment of financial performance measures,

(2) the attainment of individual performance measures, and (3) the exercise of
the Compensation Committee's discretionary authority.

On February 26, 2007, our Compensation Committee established 2007 target
award opportunities and confidential financial performance measures relative to
those opportunities for our named executive officers, Messrs. Bruce W.
Wilkinson, Robert A. Deason, John A. Fees, Francis S. Kalman and John T. Nesser
III. For the year ending December 31, 2007, the target award opportunities for
these named executive officers are as follows:

Named Executive Officer Target Award Opportunity (as a
percentage of 2007 base salary)

Bruce W. Wilkinson 100%

Robert A. Deason 708
Johm A. Fees 0%
Prancis S. Kalman  ess
John T. Nesser, IIT &%

For 2007, 85% of the target award opportunity is attributable to financial
performance measures established by the Compensation Committee and 15% of the
target award opportunity is attributable to individual performance measures
determined by our Chief Executive Officer. The Compensation Committee retained
its discretion to award additional amounts under the EICP, up to 15% of the
target award opportunity.

The Compensation Committee established three levels of financial
performance for determining the minimum, target and maximum payment under the
financial performance component of the 2007 EICP award for these named executive
officers. For our 2007 EICP awards, our Compensation Committee set the levels of
financial performance based upon year-over-year increases in our consolidated
operating income. For Messrs. Deason and Fees, the Compensation Committee
divided the financial performance measure, with 65% attributable to the
operating income of their respective business unit, J. Ray McDermott, S.A. or
The Babcock & Wilcox Companies, respectively, and 20% attributable to
McDermott's consolidated operating income.
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By: /s/Michael S. Taff
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