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UNITED STATES
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Washington, D.C. 20549
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o Definitive Additional Materials
o Soliciting Material Pursuant to §240.14a-12

POWELL INDUSTRIES, INC.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):
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its filing.
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POWELL INDUSTRIES, INC.
8550 Mosley Drive

Houston, Texas 77075

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
to be held February 23, 2007

To the Stockholders of Powell Industries, Inc.:

Notice is hereby given that the Annual Meeting of the Stockholders of Powell Industries, Inc., a Delaware corporation
(the �Company�), will be held at the offices of the Company at 8550 Mosley Drive, in Houston, Texas on Friday,
February 23, 2007 at 11:00 a.m., Houston time, for the following purposes:

1. To elect two (2) members of the Company�s Board of Directors, with terms to expire in 2010;

2. To approve the Company�s 2006 Equity Compensation Plan; and

3. To transact such other business as may properly come before the meeting or any adjournment thereof.

The stock transfer books will not be closed. Stockholders of record as of the close of business on January 5, 2007 are
entitled to notice of, and to vote at, the Annual Meeting or any adjournment thereof, notwithstanding any transfer of stock
on the books of the Company after such record date.

You are cordially invited to attend the meeting in person. YOU ARE URGED TO COMPLETE, DATE AND SIGN
THE ENCLOSED PROXY AND TO RETURN IT PROMPTLY IN THE ENCLOSED ENVELOPE, WHETHER OR
NOT YOU PLAN TO ATTEND THE MEETING.

By Order of the Board of Directors

/s/ THOMAS W. POWELL
Thomas W. Powell
Chairman and Chief Executive Officer

Houston, Texas
January 12, 2007
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POWELL INDUSTRIES, INC.
8550 Mosley Drive

Houston, Texas 77075

PROXY STATEMENT
January 12, 2007

Annual Meeting of Stockholders
February 23, 2007

SOLICITATION AND VOTING RIGHTS

The accompanying proxy is solicited by the Board of Directors of Powell Industries, Inc., a Delaware corporation (the
�Company�), for use at the Annual Meeting of Stockholders of the Company to be held on Friday, February 23, 2007 at
11:00 a.m., Houston time, at the principal executive offices of the Company at 8550 Mosley Drive, in Houston, Texas
77075, or at any adjournment thereof.

This Proxy Statement and proxy and the accompanying Notice of Annual Meeting, Annual Report to Stockholders and
Transition Report on Form 10-K for the eleven-month transition period ending September 30, 2006, including consolidated
financial statements, will be mailed to stockholders on or about January 12, 2007. The Board of Directors of the Company
has fixed January 5, 2007, as the record date for determination of stockholders entitled to receive notice of and to vote at the
Annual Meeting. As of January 5, 2007, there were 11,000,779 shares of the Company�s Common Stock, par value
$.01 per share (�Common Stock�), outstanding. Each holder of Common Stock will be entitled to one vote for each share
owned, except as noted below.

The presence, in person or by proxy, of the holders of a majority of the outstanding shares of Common Stock of the
Company is necessary to constitute a quorum at the meeting. The holders of shares represented by proxies reflecting
abstentions or �broker non-votes� are considered present at the meeting and count toward a quorum. Brokers holding shares
of record for their customers generally are not entitled to vote on certain matters unless they receive voting instructions
from their customers. When brokers complete proxy forms, they generally vote on those matters as to which they are
entitled to vote. On those matters as to which brokers are not entitled to vote without instructions from their customers and
have not received such instructions, brokers generally indicate on their proxies that they lack voting authority as to those
matters. As to those matters, such indications are called �broker non-votes.�

The persons receiving the greatest number of votes cast at the meeting to fill the directorships with terms to expire in
2010 will be elected as directors of the Company, class of 2010. Thus, abstentions and broker non-votes will have no effect
on the election of directors. Regarding approval of the 2006 Equity Compensation Plan and any other matters, the vote of a
majority of the voting power present, in person or by proxy, and entitled to vote on the matters, at a meeting at which a
quorum is present, is the act of the stockholders. Accordingly, abstentions will have the effect of negative votes with respect
to any such other matters. Broker non-votes will have the effect of negative
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votes as to any such other matters for which the broker is entitled to vote, and no effect on those matters for which the
broker is not entitled to vote.

The shares represented by each valid proxy received by the Company on the form solicited by the Board of Directors
will be voted in accordance with instructions specified on the proxy. A stockholder giving a duly executed proxy may
revoke it before it is exercised by filing with or transmitting to the Secretary of the Company an instrument or transmission
revoking it, or a duly executed proxy bearing a later date.

In addition to the solicitation of proxies by use of this Proxy Statement, directors, officers and employees of the
Company may solicit the return of proxies by mail, personal interview, telephone or the Internet. Officers and employees of
the Company will not receive additional compensation for their solicitation efforts, but they will be reimbursed for any
out-of-pocket expenses incurred. Brokerage houses and other custodians, nominees and fiduciaries will be requested, in
connection with the stock registered in their names, to forward solicitation materials to the beneficial owners of such stock.

All costs of preparing, printing, assembling and mailing the Notice of Annual Meeting of Stockholders, this Proxy
Statement, the enclosed form of proxy and any additional materials, as well as the cost of forwarding solicitation materials
to the beneficial owners of stock and all other costs of solicitation, will be borne by the Company.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

The terms of two directors are scheduled to expire at the 2007 Annual Meeting or until their successors are duly
elected and qualified under the Company�s bylaws. The terms of the remaining directors continue after the Annual
Meeting. The Nominating Committee has nominated Thomas W. Powell and Joseph L. Becherer for election as directors
with terms scheduled to expire in 2010 or until their successors are duly elected and qualified. Mr. Powell and Mr. Becherer
currently serve as directors of the Company with terms scheduled to expire in 2007 or until their successors are duly elected
and qualified, and Mr. Powell also serves as Chairman of the Board and as the Company�s President and Chief Executive
Officer. Although the Board of Directors does not contemplate that any nominee will be unable to serve, if such a situation
arises prior to the Annual Meeting, the persons named in the enclosed form of proxy will vote in accordance with their best
judgment for a substitute nominee.

2
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PROPOSAL NO. 2
APPROVAL OF 2006 EQUITY COMPENSATION PLAN

The Powell Industries, Inc. 2006 Equity Compensation Plan (the �Plan�) was approved by the board in September of
2006. The purposes of the Plan, which is more fully described below, is to attract and retain the services of key management
employees of the Company and to provide such individuals with a proprietary interest in the Company through the granting
of restricted stock awards, incentive stock options, non-qualified stock options, performance awards or stock appreciation
rights which will (i) increase the interest of such persons in the Company�s welfare; (ii) furnish an incentive to such
persons to continue their services for the Company; and (iii) provide a means through which the Company may attract able
persons as employees. Our board elected to adopt a new plan which would (i) incorporate certain changes in the laws which
might affect a plan like the Plan and its administration, (ii) conform the language of the Plan so that it more accurately
reflects how the Plan is actually being administered, and (iii) incorporate certain design changes the Company sought to
implement in its stock based compensation plans. We must receive stockholder approval to amend the Plan. A copy of the
full text of the Plan is attached hereto as Appendix A.

General Description Of The Plan

Types of Awards and Eligibility. Under the Plan, any employee of the Company and its subsidiaries and consultants
are eligible to participate in the Plan and receive awards. Awards can take the form of options, stock appreciation rights
(�SARs�), stock awards and performance unit awards. An option issued under the Plan may take the form of an incentive
stock option (�ISO�) which complies with the requirements of section 422 of the Code or a nonqualified stock option
(�NQSO�). Options and SARs may be granted to any individual eligible to participate in the Plan except that ISOs may
only be granted to employees of the Company or its subsidiaries. SARs may be granted to participants alone or in tandem
with concurrently or previously issued stock options. A SAR issued in tandem with an option will only be exercisable to the
extent that the related option is exercisable and when a tandem SAR is exercised, the option to which it relates shall cease to
be exercisable, to the extent of the number of shares with respect to which the tandem SAR is exercised. Similarly, when
the option is exercised, the tandem SARs relating to the shares covered by such option exercise shall terminate. The
payment of the appreciation associated with the exercise of an SAR may be made by the Company in shares of common
stock of the Company, cash or a combination of both common stock and cash at the Company�s discretion.

A stock award may be granted to any individual eligible to participate in the Plan. A stock award will entitle a recipient
to receive shares of common stock of the Company subject to such forfeiture restrictions as the board or the compensation
committee may determine at the time of grant. Such forfeiture restrictions or conditions may be based on the continued
employment or service of the award recipient and/or the achievement of pre-established performance goals and objectives.
Such performance goals and objectives may be based on earnings per share; return on assets; return on equity; return on
capital; net profit after taxes; net profit before taxes; operating profits; stock price; sales or expenses; and �EBITDA,�
which means earnings before interest, taxes, depreciation and amortization, or as the definition of such term may be
modified from time to time by the Company as determined by the compensation committee.

Performance unit awards may also be granted to any individual eligible to participate in the Plan. A performance unit
award is an unsecured promise of the Company to issue shares of common stock of the Company to a participant in the
future on the Company�s satisfaction of one or more pre-established performance goals and/or objectives determined at or
near time of grant. Such performance goals and objectives may be based on earnings per
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share; return on assets; return on equity; return on capital; net profit after taxes; net profit before taxes; operating profits;
stock price; sales or expenses; and earnings before interest, taxes, depreciation, and amortization �EBITDA,� as determined
by the compensation committee.

Shares Available for Award. A total of 750,000 shares of our common stock have been authorized for issuance under
the Plan.

Common stock that is related to awards that (i) are forfeited, cancelled, terminated or expire prior to the issuance of the
common stock, or (ii) are paid in cash will again be available for future awards under the Plan. In addition, common stock
that is tendered or withheld in order to satisfy payment of (i) the exercise price of an option, or (ii) the minimum
withholding tax obligations of a participant, will be available for future awards under the Plan.

The Plan provides for appropriate adjustments to the shares available under the Plan and the awards under the Plan in
the event of a merger, consolidation, recapitalization, stock split, combination of shares, stock dividend or similar
transaction involving the Company.

Termination and Amendment. The Plan may be amended or terminated by the board at any time. However, an
amendment that would impair the rights of a participant regarding any outstanding award will not be valid with respect to
such award without the participant�s consent. In addition, our stockholders must approve any amendment to increase the
number of authorized shares under the Plan, to change the individuals eligible to participate in the Plan, or to adopt any
amendment which requires stockholder approval under NASDAQ rules.

Acceleration of Awards. The compensation committee has the discretion to accelerate the vesting of unvested awards
in the case of termination of employment and to waive vesting conditions under certain circumstances.

Transferability. Awards are generally not transferable except by will or by the laws of descent and distribution;
however, the Plan provides that options and SARs may be transferable pursuant to a valid order in connection with a
divorce proceeding pursuant to which a court has determined that a spouse or former spouse of a participant has an interest
in the participant�s options or SARs. If an ISO is transferred to a spouse or former spouse pursuant to such an order it will
cease to be an ISO and will be treated for all purposes under the Plan as an NQSO. In addition, the Plan permits the
compensation committee to authorize the transfer of awards in certain other limited circumstances.

Federal Income Tax Consequences.

Under current federal tax law, the following are the United States federal income tax consequences generally arising
with respect to stock awards, performance unit awards, options and SARs granted under the Plan. This summary is not
intended to be exhaustive and the exact tax consequences to any participant will depend on various factors and the
participant�s particular circumstances. This summary is based on present laws, regulations and interpretations and is not a
complete description of federal tax consequences. This summary of federal tax consequences may change in the event of a
change in the Code or regulations thereunder or interpretations thereof. We urge participants in the Plan to consult their tax
advisors with respect to any state, local and foreign tax considerations or particular federal tax implications of awards made
under the Plan prior to taking action with respect to an award. The Plan is not intended to be a �qualified plan� under
section 401(a) of the Code.

Stock Awards. Absent the filing of an election under section 83(b) of the Code with the Internal Revenue Service, no
income will be recognized by a participant for U.S. federal income tax purposes upon the grant of a
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stock award. Upon the vesting of a stock award or the lapsing of any forfeiture restrictions, which may include the
satisfaction of pre-established performance goals, the participant will recognize ordinary income in an amount equal to the
difference between the amount, if any, paid for the stock award and the fair market value of the common stock on the
vesting date. Income recognized upon the vesting of a stock award, by a participant who is an employee, will be considered
compensation subject to withholding at the time such ordinary income is recognized and, therefore, the Company must
make the necessary arrangements with the participant to ensure that the amount of tax required to be withheld is available
for payment. Stock awards provide the Company with a deduction equal to the amount of income recognized by the
participant, subject to certain deduction limitations. The participant�s adjusted basis in the common stock is equal to any
income recognized by the participant. If a participant thereafter sells the common stock, any amount realized over(under)
the adjusted basis of the common stock will constitute capital gain(loss) to the participant for U.S. federal income tax
purposes. If a participant forfeits an award prior to its vesting, the participant will not recognize gain or loss as a result of
such forfeiture.

Upon the grant of a stock award, the participant may file an election under section 83(b) of the Code to accelerate the
recognition of ordinary income to the grant date of the award. Such ordinary income recognized is equal to the difference
between the amount, if any, paid for the stock award and the fair market value of the common stock on the grant date and is
considered compensation subject to withholding for employees. If a participant subsequently forfeits the stock or the stock
depreciates in value after a section 83(b) election is filed, the participant will not be eligible for capital loss treatment with
respect to the stock. The Company is entitled to a deduction equal to the amount of income recognized by the participant,
subject to certain deduction limitations. The filing of an election under section 83(b) of the Code will begin the
participant�s capital gains holding period and the participant�s adjusted basis in the common stock is equal to any income
recognized by the participant.

Performance Unit Awards. No income will be recognized by a participant for U.S. federal income tax purposes upon
the grant of a performance unit award. Upon the vesting of a performance unit award, on the satisfaction of one or more
pre-established performance goals or objectives, the participant will recognize ordinary income in an amount equal to the
fair market value of the common stock of the Company awarded to the participant on the vesting date. Income recognized
upon the vesting of a performance unit award, by a participant who is an employee, will be considered compensation
subject to withholding at the time such ordinary income is recognized and, therefore, the Company must make the necessary
arrangements with the participant to ensure that the amount of tax required to be withheld is available for payment.
Performance unit awards provide the Company with a deduction equal to the amount of income recognized by the
participant, subject to certain deduction limitations. The participant�s adjusted basis in the common stock is equal to any
income recognized by the participant. If a participant thereafter sells the common stock, any amount realized over(under)
the adjusted basis of the common stock will constitute capital gain(loss) to the participant for U.S. federal income tax
purposes. If a participant forfeits an award prior to its vesting, the participant will not recognize gain or loss as a result of
such forfeiture.

Stock Options.

Nonqualified Stock Options. A participant will not be taxed when an NQSO is granted to the participant. When the
participant exercises an NQSO, the participant will generally recognize ordinary income and owe taxes on the �spread,� or
difference between the fair market value of the stock on the date the NQSO is exercised and the exercise price of the
NQSO. If the participant is an employee, this �spread� is treated like additional salary and is subject to withholding at the
time the ordinary income is recognized. If the participant subsequently sells the stock, the participant may also owe taxes on
the difference between the price the participant received on the sale of the
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shares and his �basis,� which is the sum of the price he originally paid plus the �spread.� When the participant sells the
stock, the amount realized on the sale that exceeds (or is less than) the participant�s basis will be a long-term or a short-
term capital gain (or loss), depending on the participant�s applicable capital gains holding period. If the Company complies
with applicable income reporting requirements, it will be entitled to a federal income tax deduction in the same amount and
at the same time as the participant recognizes ordinary income, subject to any deduction limitation under section 162(m) of
the Code.

Incentive Stock Options. A participant will not be taxed when an ISO is granted and will generally not be taxed when
the ISO is exercised, unless the participant is subject to the alternative minimum tax (�AMT�). If the participant holds the
shares purchased upon exercise of the ISO (�ISO Shares�) for more than one year after the date the participant exercised the
option and for more than two years after the date the option is granted, the participant generally will realize long-term
capital gain or loss (rather than ordinary income or loss) when the participant sells or otherwise disposes of the ISO Shares.
This gain or loss will equal the difference between the amount realized upon such disposition and the amount paid for the
ISO Shares.

If the participant sells the ISO Shares in a �disqualifying disposition� (that is, within one year from the date the
participant exercises the ISO or within two years from the date of the ISO grant), the participant generally will recognize
ordinary income equal to the lesser of (i) the difference between the fair market value of the shares on the date of the
exercise of the ISO and the exercise price under the ISO (i.e., the spread), or (ii) the amount the participant realized on the
sale. For a gift or a disqualifying disposition where a loss, if sustained, would not usually be recognized, the participant will
recognize ordinary income equal to the spread. Any amount realized on a disqualifying disposition that exceeds the amount
treated as ordinary compensation income (or any loss realized) will be a long-term or a short-term capital gain (or loss),
depending on the participant�s applicable capital gains holding period. The Company can generally take a tax deduction on
a disqualifying disposition corresponding to the ordinary income the participant recognizes.

Alternative Minimum Tax. The difference between the exercise price of an ISO and the fair market value of the ISO
Shares on the date of exercise is an adjustment to income for purposes of the AMT. The AMT (imposed to the extent it
exceeds the taxpayer�s regular tax) is a certain percentage of an individual taxpayer�s alternative minimum taxable income.
The AMT is lower than regular tax rates but covers more income. Taxpayers determine their alternative minimum taxable
income by adjusting regular taxable income for certain items, increasing that income by certain tax preference items, and
reducing this amount by the applicable exemption amount. If a disqualifying disposition of the ISO Shares occurs in the
same calendar year as exercise of the ISO, there is no AMT adjustment with respect to those ISO Shares. Also, upon a sale
of ISO Shares that is not a disqualifying disposition, alternative minimum taxable income is reduced when the participant
sells the ISO Shares by the excess of the fair market value of the ISO Shares as of the date of exercise over the amount paid
for the ISO Shares.

Payment of the Exercise Price With Stock. If a participant surrenders common stock which the participant already
owns as payment for the exercise price of a stock option, the participant will not recognize gain or loss as a result of such
surrender. The number of shares received upon exercise of the option equal to the number of shares surrendered will have a
tax basis equal to the tax basis of the surrendered shares. The holding period for such shares will include the holding period
for the shares surrendered. The remaining shares received will have a basis equal to the amount of income the participant
recognizes upon receipt of such shares. The participant�s holding period for such shares will commence on the day after
such exercise.
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Stock Appreciation Rights. Generally, no income will be recognized by a participant for U.S. federal income tax
purposes upon the grant of a stand-alone or tandem SAR. Upon exercise of an SAR, the participant will recognize ordinary
income in an amount equal to the excess of the fair market value of the common stock on the date of exercise over the price
from which stock appreciation is measured. Income recognized, by a participant who is an employee, upon the exercise of
an SAR will be considered compensation subject to withholding at the time the income is recognized and, therefore, the
Company must make the necessary arrangements with the participant to ensure that the amount of tax required to be
withheld is available for payment. SARs provide the Company with a deduction equal to the amount of income recognized
by the participant, subject to certain deduction limitations. The adjusted basis of common stock transferred to a participant
pursuant to the exercise of an SAR is the price paid for the common stock plus an amount equal to any income recognized
by the participant as a result of the exercise of the SAR. If a participant thereafter sells common stock acquired upon
exercise of an SAR, any amount realized over(under) the adjusted basis of the common stock will constitute capital
gain(loss) to the participant for U.S. federal income tax purposes.

Section 162(m)

Section 162(m) of the Code generally disallows a public company�s tax deduction for compensation paid to its chief
executive officer, or the individual acting in that capacity, and the four most highly compensated executives to the extent
such compensation exceeds $1 million in any tax year. Compensation that qualifies as �performance-based compensation,�
however, is excluded from this $1 million deduction limit and therefore remains fully deductible by the company that pays
it. The Company intends that options granted (i) with an exercise price at least equal to 100% of the fair market value of the
underlying shares of common stock of the Company at the date of grant, (ii) to employees the committee expects to be
named executive officers at the time a deduction arises in connection with these options, qualify as �performance-based
compensation� so these options will not be subject to the section 162(m) deduction limitations. In addition, stock awards to
such individuals will be made pursuant to satisfaction of pre-established objective performance goals determined by the
compensation committee in accordance with section 162(m) of the Code.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE ��FOR�� THE ADOPTION OF THE PLAN. The
affirmative vote of the holders of a majority of the shares of common stock present at the meeting, in person or by
proxy, will be required for adoption of the Plan.
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COMMON STOCK OWNED BY
PRINCIPAL STOCKHOLDERS AND MANAGEMENT

The following table sets forth as of January 5, 2007 (except as otherwise noted below), the number of shares of
Common Stock owned by each person who is known by the Company to own beneficially more than five percent (5%) of
the Company�s outstanding Common Stock:

Amount and Nature
Name and Address of Beneficial

of Beneficial Owner Ownership Percent of Class

Thomas W. Powell 3,052,357 (1) 27.7 %
PO Box 12818
Houston, Texas 77217

Royce & Associates, L.L.C. 1,303,300 (2) 11.8 %
1414 Avenue of the Americas
New York, New York 10019

Bonnie L. Powell 828,469 (3) 7.5 %
PO Box 112
Warda, Texas 78960

Jeffrey L. Gendell 624,227 (4) 5.7 %
55 Railroad Avenue
Greenwich, Connecticut 06830

Wellington Management Company, L.L.P. 608,400 (5) 5.5 %
75 State Street
Boston, Massachusetts 02109

Nationwide Trust Company, FSB 575,021 (6) 5.2 %
Trustee of the Powell Industries, Inc.
Employee Stock Ownership Trust
PO Box 1412
Austin, Texas 78767

(1) Mr. Powell has sole voting power and sole investment power with respect to 2,773,662 of such shares, of which
579,650 are held directly, 78,720 are held by Mr. Powell�s IRA, 1,990,292 are held by TWP Holdings, Ltd., a
partnership controlled by Mr. Powell and 125,000 are shares subject to stock options which are exercisable within
60 days of January 5, 2007 by Mr. Powell. Also includes 267,360 shares held by the Thomas Walker Powell Trust, of
which Mr. Powell is a co-trustee and shares voting and investment power with respect to the shares held by such trust
with the other co-trustees, Michael W. Powell and Holly C. Powell Pruitt. Also includes 3,517 shares allocated to the
account of Mr. Powell under the Powell Industries, Inc. Employee Stock Ownership Plan (see footnote (6) to this
table) and 818 shares held in trust for the account of Mr. Powell under the Employees Incentive Savings Plan of the
Company. Also includes 7,000 shares of restricted stock issued in connection with the exercise of options by
Mr. Powell that are subject to forfeiture if the related option shares are not held for five years or if he leaves
employment of the Company, other than for retirement, within five years after receiving the shares. Mr. Powell has
sole voting rights but no investment power with respect to such restricted stock.

(2) The shares set forth in the table reflect the number of shares owned as of September 30, 2006, based on a
Schedule 13F dated November 2, 2006 filed by Royce & Associates, LLC. Royce & Associates, LLC owned
beneficially 1,303,300 shares of the Common Stock of the Company.
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(3) The shares set forth in the table reflect the number of shares owned on January 31, 2004, based on a Schedule 13G
dated February 12, 2004, filed by Bonnie L. Powell. Bonnie L. Powell owned beneficially 828,469 shares with shared
dispositive power and shared voting power as to 345,500 of such shares.

(4) The shares set forth in the table reflect the number of shares owned on October 27, 2006, based on a Schedule 13G
dated November 6, 2006, filed by Jeffrey L. Gendell. Jeffrey L. Gendell owned beneficially 624,227 shares of the
Common Stock of the Company as managing member of (i) Tontine Overseas Associates, L.L.C., which acts as
investment manager to Tontine Overseas Master Capital Fund, L.P. which directly owns 109,803 shares of Common
Stock and (ii) Tontine Capital Management, L.L.C., which is the general partner of Tontine Capital Partners, L.P.
which directly owns 514,424 shares of Common Stock.

(5) The shares set forth in the table reflect the number of shares owned as of September 30, 2006, based on a
Schedule 13F dated November 14, 2006, filed by Wellington Management Company, LLP. Wellington Management
Company, LLP owned beneficially 608,400 shares with shared dispositive power over all such shares and sole voting
power as to 93,900 of such shares, shared voting power as to 224,000 of such shares and no voting power as to
290,500 of such shares.

(6) The shares set forth in the table reflect the number of shares owned on February 3, 2006, based on a Schedule 13G
dated February 3, 2006 filed by Nationwide Trust Company, FSB. Nationwide Trust Company, as Trustee for the
Powell Industries, Inc. Employee Stock Ownership Trust (the �ESOP�), as directed by the administrative committee
for the ESOP appointed by the Board of Directors of the Company, votes and disposes of shares not allocated to the
accounts of participants, and votes allocated shares as to which no direction is received from the participant.
Participants have the right to direct the voting and tender of shares allocated to their accounts. As of September 30,
2006, approximately 417,936 of the shares held by the ESOP were allocated to the accounts of participants.

The following table sets forth, as of January 5, 2007, the number of shares of Common Stock beneficially owned by
each director and nominee for director, each of the executive officers listed in the Summary Compensation Table below,
and all executive officers and directors of the Company as a group.

Amount and Nature
of Beneficial Percent

Name of Beneficial Owner Ownership(1) of Class

Joseph L. Becherer 13,000 (2)(3) *
Eugene L. Butler 15,500 (2)(3) *
James F. Clark 13,000 (2)(3) *
Milburn E. Honeycutt 750 (4) *
Don R. Madison 28,137 (5) *
Thomas W. Powell 3,052,357 (6) 27.7 %
Mark W. Reid 4,400 (7) *
Stephen W. Seale, Jr. 22,514 (2)(3) *
Robert C. Tranchon 12,100 (2)(3) *
Ronald J. Wolny 22,150 (2)(8) *
All Executive Officers and Directors as a group (10 persons) 3,183,908 28.9 %
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* Less than one percent (1%).
(1) The persons listed have sole voting power and sole investment power with respect to the shares beneficially owned by

them, except as otherwise indicated.
(2) Includes 3,000 shares of restricted stock issued in accordance with the Company�s Non-Employee Director

Restricted Stock Plan.
(3) Includes 8,000 shares subject to stock options which are exercisable within 60 days of January 5, 2007.
(4) Includes 750 shares subject to stock options which are exercisable within 60 days of January 5, 2007.
(5) Includes 27,600 shares subject to stock options which are exercisable within 60 days of January 5, 2007 and

537 shares allocated to Mr. Madison�s account in the ESOP (see footnote (6) to the preceding table).
(6) See footnote (1) to the preceding table.
(7) Includes 4,400 shares subject to stock options which are exercisable within 60 days of January 5, 2007.
(8) Includes 2,000 shares subject to stock options which are exercisable within 60 days of January 5, 2007.
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INFORMATION ABOUT THE BOARD OF DIRECTORS

The following table sets forth for each nominee and for each director whose term of office continues after the Annual
Meeting, his name, age, principal occupation and employment for the past five years, offices held with the Company, the
date he first became a director, and the date of expiration of his current term as director.

Principal Occupation for Past Director Term
Name Age Five Years(1) Offices Held With CompanySince Expires

Stephen W. Seale, Jr. 67 Consultant, Professional
Engineer

Director 1985 2009

Robert C. Tranchon 66 President and CEO, Reveille
Technology since 1995;
President, Chief Executive
Officer, and Director of
Ansaldo Ross Hill from 1997
to 2000

Director 2000 2009

James F. Clark 60 Vice President, Square D
Corporation from 1989 until
his retirement in December
2000

Director 2001 2009

Eugene L. Butler 65 Managing Director,
CapSource Financial since
2005; Chairman of the
Board, Intercoastal Terminal
from 1991 to 2005

Director 1990 2008

Ronald J. Wolny 67 Vice President, Fluor Daniel,
Inc. until his retirement in
January 2003

Director 2001 2008

Thomas W. Powell 66 Chairman of the Board,
President and Chief
Executive Officer of the
Company since November
1984

Director, Chairman of the
Board, President and
Chief Executive
Officer(2)

1984 2007

Joseph L. Becherer 64 Senior Vice President, Eaton
Corporation from September
1995 until his retirement in
October 1997

Director 1997 2007

(1) None of the corporations listed (other than the Company) is an affiliate of the Company.
(2) Mr. Powell also serves as a director of each subsidiary of the Company.

Only the directors who are not employees of the Company or any of its subsidiaries or affiliates, are entitled to receive
a fee, plus reimbursement of out-of-pocket expenses for their services as directors. Under the Company�s standard
arrangement for compensation of directors, outside directors receive a quarterly retainer of $2,500 and a fee of $2,000 for
each board meeting attended. Members of the audit committee other than the chairman receive a fee of $1,200 for each
committee meeting attended. Members of all other committees receive a fee of $800 for each
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committee meeting attended. The audit committee chairman receives a fee of $2,500 for each committee meeting attended.
All other committee chairmen receive a fee of $1,250 for each committee meeting attended.

In 1993, the Company adopted the Powell Industries, Inc. Directors� Fee Program which permits directors to defer
receipt of the directors� fees to which they would otherwise be entitled and to have such deferred fees allocated to a shadow
account as if they were invested in Common Stock of the Company on the date the fees were payable. Then upon expiration
of the deferral period or the retirement or death of the director, payment will be made in the form of shares of Common
Stock equal to the number of shares in his shadow account (plus any distributions on the Common Stock that were credited
to the shadow account).

The Stockholders voted at the March 16, 2002 meeting to approve the Non-Employee Director Stock Option Plan
which superseded the 2000 Non-Employee Stock Option Plan adopted by the Board of Directors in 2000. The total number
of shares of Common Stock reserved under the plan is 100,000 shares. The Plan is administered by the Compensation
Committee. Eligibility to participate in the Plan is limited to those individuals who are members of the Board of the
Company and who are not an employee of the Company or any affiliate of the Company. No options to acquire shares of
the Company�s common stock were issued this year. The Compensation Committee plans to terminate the Non-Employee
Director Stock Option Plan after all outstanding options granted under it have been exercised or have expired.

The Stockholders voted at the April 15, 2005 meeting to approve the Non-Employee Director Restricted Stock Plan.
The total number of shares of Common Stock reserved under the plan is 150,000 shares. The Plan is administered by the
Compensation Committee. Eligibility to participate in the Plan is limited to those individuals who are members of the Board
of the Company and who are not an employee of the Company or any affiliate of the Company. In accordance with the
terms of the Plan, each non-employee director receives 2,000 restricted shares of the Company�s Common Stock annually
at the regularly scheduled June Board meeting. This past June, each non-employee director was issued 2,000 such shares in
accordance with the Restricted Stock Plan.

Five meetings of the Board of Directors were held during the eleven-month transition period ending September 30,
2006. No incumbent director attended fewer than seventy-five percent (75%) of the aggregate of (1) the total number of
meetings of the Board of Directors and (2) the total number of meetings held by all committees of the Board on which he
served. It is the Company�s policy that directors attend the Annual Meeting of Stockholders. At the Annual Meeting of
Stockholders on March 31, 2006, all of the Company�s directors at that date were present. Stockholders may communicate
with directors of the Company by writing to them at the Company�s headquarters. Communications addressed to the Board
of Directors will be reviewed by the Secretary of the Company and directed to the members of the Board for their
consideration.

Nominating Committee

The Board of Directors has a standing Nominating Committee comprised of Eugene L. Butler, James F. Clark and
Ronald J. Wolny. The current members of the Nominating Committee are �independent� as that term is defined by
Rule 4200(a)(15) of the NASDAQ Marketplace Rules. The Nominating Committee proposes a slate of directors for election
by the Company�s stockholders at each annual meeting and appoints candidates to fill any vacancy on the Board. The
Nominating Committee is also responsible for establishing director qualifications and the selection criteria for new
directors. The Nominating Committee also recommends to the Board of Directors a slate of directors to serve on each
standing committee of the Board and recommends one member of each standing committee to serve as chairman of the
committee. During the eleven-month transition period ending September 30,
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2006, the Committee held two meetings. A copy of the Nominating Committee Charter is available on the Company�s web
site, www.powellind.com, under the section entitled �Investor Relations.�

The Nominating Committee will consider written recommendations from stockholders for nominees for director. Any
such nominations should be submitted to the Nominating Committee c/o the Secretary, Powell Industries, Inc., 8550
Mosley Drive, Houston, TX 77075 and should be accompanied by the following information:

�
all information relating to such nominee that is required to be disclosed pursuant to Regulation 14A under the
Securities Exchange Act of 1934 (including such person�s written consent to being named in the proxy statement as
a nominee and to serving as a director if elected);

�
the name(s) and address(es) of the stockholder(s) making the nomination and the number of shares of the
Company�s Common Stock which are owned beneficially and of record by such stockholder(s); and

� appropriate biographical information and a statement as to the qualifications of the nominee.

The written recommendation should be submitted in the time frame described under the caption �Stockholder
Proposals� below.

Nominees for director are selected on the basis of a number of qualifications including their independence, knowledge,
judgment, character, leadership skills, education, experience, financial literacy, standing in the community and ability to
foster a diversity of backgrounds and views and to complement the Board�s existing strengths. The Nominating Committee
initiates the process for identifying and evaluating nominees to the Board of Directors by preparing a slate of candidates
who meet the criteria for selection as a nominee and have any specific qualities or skills being sought based on input from
members of the Board. The Committee may, to the extent it deems appropriate, engage a third-party search firm and other
advisors.

The Nominating Committee evaluates the candidates by reviewing their biographical information and qualifications,
with qualified nominees being interviewed by at least one member of the Committee and the Chief Executive Officer.
Members of the Board also have an opportunity to interview qualified nominees. The Nominating Committee then
determines, based on the background information and the information obtained in the interviews, whether to recommend to
the Board that a nominee be nominated to fill a directorship with an expiring term. Candidates recommended by the
Nominating Committee to fill a directorship with an expiring term are presented to the Board for selection as nominees to
be presented for the approval of the stockholders. The Nominating Committee anticipates that a similar process will be used
to evaluate nominees recommended by stockholders, but has not previously received a stockholder recommendation for a
nominee for director. The Nominating Committee is responsible for appointing new members to the Board to fill the
unexpired term of a directorship vacated during the term.
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NOMINATING COMMITTEE REPORT

The Nominating Committee, upon its own recommendation and approval of the independent members of the Board of
Directors, recommended that the Board nominate Thomas W. Powell and Joseph L. Becherer for re-election as directors,
subject to stockholder approval, for a three-year term ending at the annual stockholder meeting in 2010 and has otherwise
satisfied its responsibilities under its charter.

The Nominating Committee of the Board of Directors,

Ronald J. Wolny, Chairman
Eugene L. Butler
James F. Clark

Audit Committee

The Board of Directors has a standing Audit Committee comprised of Eugene L. Butler, Stephen W. Seale, Jr. and
Robert C. Tranchon. The Board of Directors has determined that Mr. Butler is an independent director and qualifies as the
�audit committee financial expert� as defined in Item 401(h) of Regulation S-K of the Securities Exchange Act of 1934 (the
�Exchange Act�). The Audit Committee, which held six meetings during the eleven-month transition period ending
September 30, 2006, has the responsibility to assist the Board of Directors in fulfilling its fiduciary responsibilities
regarding accounting policies and reporting practices of the Company and its subsidiaries and the sufficiency of the audits
of all Company activities. It is the Board�s agent in ensuring the integrity of financial reports of the Company and its
subsidiaries, and the adequacy of disclosures to stockholders. The Audit Committee is the focal point for communication
between other directors, the independent auditors, internal auditors and management as their duties relate to financial
accounting, reporting, and controls. The current members of the Audit Committee are �independent� as that term is defined
by Rule 4200(a)(15) of the NASDAQ Marketplace Rules and also meet the Securities and Exchange Commission�s
requirements for audit committee member independence. All meetings of the Audit Committee were separate and apart
from meetings of the full Board of Directors during fiscal 2006. A copy of the Audit Committee Charter is available on the
Company�s web site, www.powellind.com, under the section entitled �Investor Relations� and is also included as
Appendix B to this Proxy Statement.

AUDIT COMMITTEE REPORT

The Audit Committee is currently comprised of three directors who are independent, as defined by the standards of the
NASDAQ Stock Market. The Audit Committee assists the Board in overseeing matters relating to the Company�s
accounting and financial reporting practices, the adequacy of its internal controls and the quality and integrity of its
financial statements. The Audit Committee Charter is filed in this Proxy Statement as Appendix B.

The Audit Committee met six times during the eleven-month transition period ending September 30, 2006. The Audit
Committee reviewed with management and the Company�s independent registered public accounting firm the interim
financial information included in the Company�s quarterly reports on Form 10-Q for the fiscal quarters ended January 31,
April 30 and July 31, 2006 prior to their being filed with the Commission and reviewed in a meeting held in fiscal 2007 the
financial information for the fiscal quarter (two months) and eleven-month transition period ending September 30, 2006, as
filed with the Company�s Transition Report on Form 10-K for the eleven-month transition period ending September 30,
2006.
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The Company�s independent registered public accounting firm provided the Audit Committee with a written statement
describing all the relationships between itself and the Company that might bear on their independence consistent with
Independence Standards Board Standard No. 1, �Independence Discussions with Audit Committees.� The Audit Committee
also discussed with the Company�s independent registered public accounting firm any relationships that may impact their
objectivity and independence and satisfied itself as to their independence.

The Audit Committee discussed and reviewed with the Company�s independent registered public accounting firm all
communications required by generally accepted auditing standards, including those described in Statement of Auditing
Standards No. 61, as amended, �Communication with Audit Committees.�

With and without management present, the Audit Committee discussed and reviewed the results of the Company�s
independent registered public accounting firm�s examination of the Company�s September 30, 2006 financial statements.
The discussion included matters related to the conduct of the audit, such as the selection of and changes in significant
accounting policies, the methods used to account for significant or unusual transactions, the effect of significant accounting
policies in controversial or emerging areas, the process used by management in formulating particularly sensitive
accounting estimates and the basis for the auditors� conclusions regarding the reasonableness of those estimates, significant
adjustments arising from the audit and disagreements, if any, with management over the application of accounting
principles, the basis for management�s accounting estimates and the disclosures in the financial statements.

The Audit Committee reviewed the Company�s audited financial statements as of and for the eleven-month transition
period ending September 30, 2006, and discussed them with management and the Company�s independent registered public
accounting firm. Based on such review and discussions, the Audit Committee recommended to the Board that the
Company�s audited financial statements be included in its Transition Report on Form 10-K for the eleven-month transition
period ending September 30, 2006 for filing with the Commission.

This report of the Audit Committee shall not be deemed incorporated by reference by any general statement
incorporating by reference this Proxy Statement into any filing under the Securities Act of 1933, as amended (the
�Securities Act�), or the Exchange Act, except to the extent that the Company specifically incorporates this information by
reference, and shall not otherwise be deemed filed under such Acts.

The Audit Committee of the Board of Directors,

Eugene L. Butler, Chairman
Stephen W. Seale, Jr.
Robert C. Tranchon

Compensation Committee

The Board of Directors has a standing Compensation Committee comprised of Joseph L. Becherer, Ronald J. Wolny
and Robert C. Tranchon. The current members of the Compensation Committee are �independent� as that term is defined
by Rule 4200(a)(15) of the NASDAQ Marketplace Rules. The Compensation Committee, which held six meetings during
the eleven-month transition period ending September 30, 2006, provides oversight on behalf of the full Board on
development and administration of the Company�s executive compensation program and each component plan in which
officers and directors are eligible to participate. The Compensation Committee also administers the Company�s Stock
Option Plan, Director�s Fee Program, Incentive Compensation Plan, Non-Employee Director Stock Option Plan and Non-
Employee Director Restricted Stock Plan.
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Code of Ethics

The Company has adopted a Code of Business Conduct and Ethics that applies to all employees, including its
executive officers and directors. A copy of the Company�s Code of Business Conduct and Ethics may be obtained at the
Investor Relations section of the Company�s website, www.powellind.com, or by written request addressed to the
Secretary, Powell Industries, Inc., 8550 Mosley Drive, Houston, Texas 77075.

EXECUTIVE OFFICERS

The following table provides information regarding the executive officers of the Company who are not also a director
or a nominee for director. The officers of the Company serve at the discretion of the Board of Directors of the Company.

Name Age Since Position

Mark W. Reid(1) 47 2004 Executive Vice President of Company
Don R. Madison(2) 49 2001 Vice President and Chief Financial Officer of

Company
Milburn E. Honeycutt(3) 43 2005 Vice President and Controller of Company

(1) Mr. Reid was elected Executive Vice President of the Company by the Board of Directors at its September 10, 2004
meeting which election became effective on that date. For more than five years prior to joining the Company,
Mr. Reid served in several capacities with ABB, Inc. including Group Vice President.

(2) Mr. Madison has served as Vice President and Chief Financial Officer of the Company since October 2001.
(3) Mr. Honeycutt was elected Vice President of the Company by the Board of Directors at its April 15, 2005 meeting

which election became effective on that date. From October 2003 through April 2005, Mr. Honeycutt served as Vice
President and Controller of Synagro Technologies, Inc. Prior to that, Mr. Honeycutt served in several capacities with
Comfort Systems USA, Inc. including Senior Vice President of Finance, Operations, and Corporate Controller.
Mr. Honeycutt joined Comfort Systems USA in June 1997.
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EXECUTIVE COMPENSATION

The following table sets forth certain information for the Company�s three fiscal years ending September 30, 2006
(with the last period covering the eleven-month transition period ending September 30, 2006) concerning the compensation
of the Chief Executive Officer of the Company, and of the Company�s most highly compensated executive officers for the
last fiscal year (other than the CEO) whose total annual salary and bonus exceeded $100,000.

Summary Compensation Table

Long Term
Compensation Awards

(e) (f)
Restricted Securities (g)

Annual Compensation Stock Underlying All Other
(a) (b) (c) (d) Awards Options Compensation
Name and Principal Position Year Salary ($) Bonus ($) (#)(1) (#) ($)(2)

Thomas W. Powell 2006 421,212 410,000 � � 80,985 (3)
President and Chief 2005 412,692 120,000 � 44,000 137,999 (3)
Executive Officer of the 2004 371,408 88,800 � � 60,126 (3)
Company

Mark W. Reid(4) 2006 219,811 126,500 � � 16,681
Executive Vice President 2005 189,231 32,500 � 22,000 15,819
of the Company 2004 20,769 30,000 � 15,000 1,500

Don R. Madison 2006 229,521 180,000 � � 16,500
Vice President, Chief 2005 212,123 67,500 � 22,000 16,000
Financial Officer, 2004 190,750 40,000 � � 16,655
Secretary and Treasurer of the Company

Milburn E. Honeycutt(5) 2006 161,955 78,000 � � 4,000
Vice President and 2005 69,618 30,000 � 7,500 �
Controller of the Company

(1) As of September 30, 2006, the aggregate number of shares of restricted stock held by named executive officers of the
Company was 7,000 and the value of such shares as of such date was $154,910. These officers have the right to
receive dividends with respect to such restricted stock awards to the extent dividends are paid generally on the
Common Stock. However, the Company has not previously paid dividends and it is not anticipated that dividends will
be paid in the immediate future. Such awards were made to these officers in connection with their exercise of stock
options granted by the Company, pursuant to a provision in the stock option agreement designed to encourage
retention of shares received upon exercise of options.

(2) The amounts in this column include contributions matched by the Company for the Employees Incentive Savings
Plan (401(k) plan), estate planning and automobile allowance.

(3) In addition to the items noted above, with respect to Mr. Powell, the amounts in this column also include $21,596 for
all years for premiums paid by the Company with respect to life insurance for the benefit of Mr. Powell.

(4) Mr. Reid was elected Executive Vice President of the Company by the Board of Directors at its September 10, 2004
meeting.

(5) Mr. Honeycutt was elected Vice President and Controller of the Company by the Board of Directors at its April 15,
2005 meeting.
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Option Grants in Last Fiscal Year

The Company did not grant any options to any of its named executive officers during the eleven-month transition
period ending September 30, 2006.

Aggregate Option Exercises in Last Fiscal Year and FY-End Option Values

Number of
Securities Underlying Value of Unexercised

Shares Unexercised Options In-the-Money Options at
Acquired on Value at September 30, 2006 (#) September 30, 2006 ($)

Name Exercise (#) Realized ($) Exercisable/Unexercisable Exercisable/Unexercisable

Thomas W. Powell � � 125,000/52,800 $1,044,663/$253,616
Mark W. Reid � � 10,400/26,600 $51,216/$117,414
Don R. Madison � � 27,600/26,400 $109,032/$126,808
Milburn E. Honeycutt � � 1,500/6,000 $5,535/$22,140

Each of the named executive officers is covered by the Company�s Executive Severance Protection Plan, which
provides severance pay and other specified benefits upon termination of employment other than for cause (as defined in the
Plan) within three years of a change in control of the Company. The benefits payable in such event (grossed up for taxes)
are (1) three times the officer�s current annual base salary, plus (2) three times the maximum incentive opportunity for the
officer under the Company�s then current Incentive Compensation Plan, plus (3) continuation of medical, dental and life
insurance benefits for three years or until the officer is covered under another plan, whichever is earlier.

Thomas W. Powell is covered by the Company�s Executive Benefit Plan. Pursuant to Mr. Powell�s Executive Benefit
Agreement executed under such Plan, he is entitled to the following payments: (1) if he should die while in active
employment with the Company, a lump sum benefit of $630,000 payable to his designated beneficiary; (2) upon normal
retirement on or after age 65 and the completion of at least ten years of continuous employment, salary continuation
payments of $150,000 per year for five years and then $75,000 per year for ten years; and (3) upon a sale of all or
substantially all of the property and assets of the Company other than in the usual course of its business, or a merger of the
Company wherein the Company is not the surviving corporation, and within two years thereafter Mr. Powell�s employment
with the Company is terminated or he resigns following a change of his position to one of less responsibility, Mr. Powell
would be entitled to receive salary continuation payments of $150,000 per year for five years and then $75,000 per year for
ten years. If Mr. Powell entered into competition with the Company following termination or retirement described in
(3) above, he would forfeit all further payments if the competition occurred within 36 months following termination.
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Equity Compensation Plan Information

The following table summarizes information about the Company�s equity compensation plans as of September 30,
2006. All outstanding awards relate to the Company�s common stock.

Number of Securities
Number of Securities Weighted-Average Remaining Available for

to be Issued Upon Exercise Price of Future Issuance Under
Exercise of Outstanding Equity Compensation Plans

Outstanding Options, Options, Warrants (Excluding Securities
Warrants and Rights and Rights Reflected in Column (a))

Plan category (a) (b) (c)

Equity compensation plans approved by security
holders 732,770 17.37 641,629

Equity compensation plans not approved by
security holders(1) � � �

Total 732,770 17.37 641,629

(1) In 1993, the Company adopted the Powell Industries, Inc. Directors� Fee Program (the �Program�). Under the
Program, directors may defer receipt of the directors� fees and have such fees allocated to a shadow account as if
they were invested in the Company�s common stock based on the fair market value on the date the fees are payable.
Upon expiration of the deferral period elected by the director, or upon death, the shares held in his shadow stock
account are distributed, along with any distributions on the Common Stock that were credited to the shadow stock
account. As of September 30, 2006, a total of 6,323 shares of Common Stock were held in shadow stock accounts for
the directors, The program was not approved by the Company�s stockholders.

Compensation Committee Interlocks and Insider Participation

During the last fiscal year of the Company, Messrs. Becherer, Tranchon and Wolny served on the Compensation
Committee of the Board of Directors of the Company. None of them has ever served as an officer or employee of the
Company or any of its subsidiaries. Also during the eleven-month transition period ending September 30, 2006, no
executive officer of the Company served as a member of the Compensation Committee or Board of Directors of another
entity, one of whose executive officers served on the Company�s Board of Directors.

Compensation Committee Report on Executive Compensation

The Compensation Committee (the �Committee�) of your Board of Directors is pleased to present to the stockholders
its annual report on executive compensation. This report summarizes the responsibilities of the Committee, the
compensation policy and objectives that guide the development and administration of the executive compensation program,
each major component of the program, and the basis on which the compensation for the Chief Executive Officer, corporate
officers and other executives were determined for the eleven-month transition period ending September 30, 2006.

The Compensation Committee, which held six meetings during the eleven-month transition period ending
September 30, 2006, provides oversight on behalf of the full Board on development and administration of the Company�s
executive compensation program and each subcomponent plan under which officers or directors are eligible to participate.
The Compensation Committee also administers the Company�s Stock Option Plan,

19

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Directors� Fee Program, Incentive Compensation Plan, Non-Employee Director Stock Option Plan, and Non-Employee
Director Restricted Stock Plan of the Company.

Executive Compensation Philosophy

The philosophy of the Committee is that the Company�s executive compensation program should be an effective tool
for fostering the creation of stockholder value. The following objectives guide the Committee in its deliberations:

�
Provide a competitive compensation program that enables the Company to attract and retain key executives and
Board members.

� Assure a strong relationship between the performance results of the Company and the total compensation received.

�
In connection with the above, encourage executives to acquire and retain meaningful levels of Common Stock of the
Company.

� Balance both annual and longer performance objectives of the Company.

�
Work closely with the Chief Executive Officer to assure that the compensation program supports the management
style and culture of the Company.

In addition to normal employee benefits, the executive total compensation program includes base salary, annual cash
incentive compensation, and longer-term stock based grants and awards.

Comparisons are made and surveys taken periodically to determine competitive compensation levels and practices for
certain benchmark positions in the Company. Such analysis covers a broad group of manufacturing companies and the
results are adjusted for differences in factors such as company size and position responsibilities. This comparison group is
broader than the published industry index of companies included in the cumulative total return performance graph presented
elsewhere in this Proxy Statement because it is more representative of the executive market in which the Company
competes for talent and provides a consistent and stable market reference from year to year. Other comparative information
from national survey databases, proxy statement disclosures and general trend data provided by compensation consultants is
also considered. To assist in determining compensation levels for the eleven-month transition period ending September 30,
2006, the Committee engaged the services of two consulting firms to obtain market data about compensation. From such
data, the Committee was able to formulate its recommendations for compensation levels for the Company�s officers and
key managers.

Variable incentives, both annual and longer term, are important components of the program and are used to link pay
and performance results. Variable incentive awards and performance standards are calibrated such that total compensation
will generally approximate the average market compensation when the Company meets target levels equal to approximately
recent historical Company performance (subject to certain minimum target levels), and will exceed the average market
compensation when performance exceeds targets. However, the Committee also considers the Company�s mission and
strategy, projected profit and growth and such other factors it deems relevant in making its determination for the
Company�s total executive compensation program.

The Internal Revenue Code (Section 162(m)) imposes a $1,000,000 limit, with certain exceptions, on the deductibility
of compensation paid to each of the five highest paid executives. In particular, compensation that is determined to be
�performance based� is exempt from this limitation. To be �performance based,� incentive
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payments must use predetermined objective standards, limit the use of discretion in making awards, and be certified by the
Compensation Committee made up of �outside directors.� While the Committee believes that the use of discretion is
appropriate in specific circumstances, it believes that the annual incentive compensation and longer term stock plans
comply with the provisions of Section 162(m) as �performance based.� It is not anticipated that any executive will receive
compensation in excess of this limit during the transition period ending September 30, 2006. The Committee will continue
to monitor this situation and will take appropriate action if it is warranted in the future.

Following is a discussion of each of the principal components of the executive total compensation program.

Base Salary

The base salary program targets the median of the primary comparison group for corporate officers and other key
managers. Each officer�s and key manager�s base salary is reviewed individually each year. Salary adjustments are based
on the individual�s experience and background, performance during the prior year, the general movement of salaries in the
marketplace, and the Company�s financial position. Due to these factors, a corporate officer�s or key manager�s base
salary may be above or below the target point at any point in time.

Annual Incentive Compensation

The Company administers an annual incentive plan for its officers and key managers. The goal of the plan is to reward
participants in proportion to the performance of the Company and/or the division for which they have direct responsibility,
if applicable, and their individual contributions to the Company�s or such division�s performance.

The amount of annual incentive compensation each participant is eligible to earn varies based on his potential
contribution to the future performance of the Company and/or the division for which such participant has direct
responsibility, if applicable. The amount of such compensation actually earned by each participant is based on the actual
financial performance of such division or the Company for the year compared to profit and growth target ranges which are
set at the beginning of that year. Historical performance, current mission and strategy, and projected profit and growth
capability are considered in setting the targets for each division and the Company.

Stock Based Compensation

Stock ownership is encouraged through the use of a stock plan that provides for the grant of stock options and stock
awards. Stock option grants are made on a periodic basis (typically every other year) and are based on competitive multiples
of base salary. Senior executives typically have a higher multiple and, as a result, have a greater portion of their total
compensation linked to the longer term success of the Company. In determining the appropriate grant multiples, the
Company targets the market median among publicly held manufacturing companies of similar size. To encourage stock
retention, participants who retain the shares obtained through the exercise of an option receive a restricted stock award
equal to one additional restricted share for every five option shares retained for five years from the date they were acquired.

Compensation of the Chief Executive Officer

The Chief Executive Officer, Mr. Thomas W. Powell, participates in the executive compensation program described in
this report.
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In establishing the total compensation program for Mr. Powell, the Committee reviewed the pay levels for CEOs in
similar companies in the manufacturing industry and assessed Mr. Powell�s compensation based upon the Committee�s
review of his actual performance on the job as well as a consideration of the Company�s performance during the year,
particularly focusing on the Company�s profit for the year. Also, as mentioned earlier, the Committee engaged two
consulting firms to obtain data about compensation levels for the Chief Executive Officer. From such data and taking into
account the factors described above, the Committee was able to formulate its recommendations for the compensation level
for Mr. Powell. The Committee�s policy is to attain competitive levels of executive compensation for each of the elements
used in determining compensation.

The Compensation Committee of the Board of Directors,

Joseph L. Becherer, Chairman
Robert C. Tranchon
Ronald J. Wolny
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Performance Graph

COMPARISON OF CUMULATIVE TOTAL RETURN
AMONG POWELL INDUSTRIES, INC.,

INDUSTRIAL ELECTRICAL EQUIPMENT INDEX AND
NASDAQ MARKET INDEX

ASSUMES $100 INVESTED ON NOVEMBER 01, 2001
AND DIVIDENDS REINVESTED THROUGH

FISCAL YEAR ENDING SEPTEMBER 30, 2006

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires the Company�s officers and directors, and persons who
own more than ten percent of a registered class of the Company�s equity securities, to file reports of ownership and changes
in ownership with the Securities and Exchange Commission. Officers, directors and greater-than ten percent stockholders
are required by the regulation to furnish the Company with copies of all Section 16(a) forms they file.

Based solely on the Company�s review of the copies of such forms received by it, or written representations from
certain reporting persons that no Form 5 reports were required for those persons, the Company believes that all filing
requirements applicable to its officers and directors and greater-than ten percent beneficial owners during the eleven-month
transition period ending September 30, 2006 were in compliance except that Joseph L. Becherer was not timely in the filing
of one Form 4.
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

PricewaterhouseCoopers LLP has served as the Company�s independent registered public accounting firm for the
eleven-month transition period ending September 30, 2006. It is anticipated that the Audit Committee will appoint
PricewaterhouseCoopers LLP as the Company�s independent registered public accounting firm for the fiscal year ending
September 30, 2007. Representatives of PricewaterhouseCoopers LLP are expected to be present at the Annual Meeting of
Stockholders. They will have the opportunity to make a statement if they desire to do so, and are expected to be available to
respond to appropriate questions.

For 2006 and 2005, the Company�s independent registered public accounting firm�s fees for various types of services
to the Company were as shown below:

PricewaterhouseCoopers
2006 2005

Audit Fees $1,307,000 $1,223,512
Audit-Related Fees � 25,681 (1)
Tax Fees

Tax compliance services 93,250 65,500 (2)
Tax advisory services 2,500 98,000 (3)

All Other Fees � �
TOTAL $1,402,750 $1,412,693

(1) Audit-Related Fees relate to consultations on SEC filing requirements and foreign statutory filings.
(2) Tax compliance services relate to the preparation and filing the U.S. Corporate Tax Return and state corporate

income tax returns for the Company and its subsidiaries.
(3) Tax advisory services relate to the preparation and filing of amended U.S. Corporate Income Tax Returns, cost

segregation services and other tax consulting services with respect to matters involving tax authorities

The Audit Committee approved all services rendered by the Company�s independent registered public accounting firm
during the eleven-month transition period ending September 30, 2006 and the fiscal year ending October 31, 2005.

The Audit Committee has adopted the following procedure for pre-approving audit services and other services to be
provided by the Company�s independent auditors: specific services are pre-approved from time to time by the Committee
or by the Committee Chairman on its behalf. As to any services approved by the Committee Chairman, the approval is
reported to the Committee at the following meeting of the Committee.

OTHER MATTERS

As of the date of this statement, the Board of Directors has no knowledge of any business which will be presented for
consideration at the meeting other than the election of two directors of the Company and the approval of the Company�s
2006 Equity Compensation Plan. Should any other matters be properly presented, it is intended that the enclosed proxy will
be voted in accordance with the best judgment of the persons voting the matter.
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ANNUAL REPORT

An Annual Report to Stockholders and a Transition Report on Form 10-K covering the eleven-month transition period
of the Company ending September 30, 2006 are enclosed herewith. These reports do not form any part of the material for
solicitation of proxies.

STOCKHOLDER PROPOSALS

Proposals of stockholders to be presented at the Annual Meeting of Stockholders to be held in 2008 must be received
at the office of the Secretary of the Company no later than September 13, 2007 in order to be included in the Company�s
proxy statement and form of proxy relating to that meeting.

Pursuant to the Company�s bylaws, a stockholder that intends to present business at the 2008 Annual Meeting and has
not submitted such proposal by the date set forth above must notify the Secretary of the Company by November 23, 2007. If
such notice is received after November 23, 2007, then the notice will be considered untimely, and the Company is not
required to present such business at the 2008 Annual Meeting.

All proposals must comply with applicable SEC regulations and the Company�s Bylaws as amended to date.

By Order of the Board of Directors

/s/ THOMAS W. POWELL
Thomas W. Powell
Chairman and Chief Executive Officer

Dated: January 12, 2007
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APPENDIX A

POWELL INDUSTRIES, INC.
2006 EQUITY COMPENSATION PLAN

The Powell Industries, Inc. 2006 Equity Compensation Plan (�Plan�) was adopted by the Board of Directors of Powell
Industries, Inc., a Delaware corporation (�Company�), effective as of September 29, 2006, and was approved by the
stockholders of the Company at a meeting duly called and held on February 23, 2007.

ARTICLE 1

PURPOSE

The purpose of the Plan is to attract and retain the services of key management employees of the Company and to
provide such persons with a proprietary interest in the Company through the granting of restricted stock awards, incentive
stock options, non-qualified stock options, performance awards or stock appreciation rights, whether granted singly, in
combination or in tandem, that will:

(a) increase the interest of such persons in the Company�s welfare;

(b) furnish an incentive to such persons to continue their services for the Company; and

(c) provide a means through which the Company may attract able persons as employees.

ARTICLE 2

DEFINITIONS

For the purpose of the Plan, unless the context requires otherwise, the following terms shall have the meanings
indicated:

2.1 ��Affiliate��means (i) any corporation, partnership or other entity which owns, directly or indirectly, a majority of
the voting equity securities of the Company, (ii) any corporation, partnership or other entity of which a majority of the
voting equity securities or equity interest is owned, directly or indirectly, by the Company, and (iii) with respect to an
Option that is intended to be an Incentive Stock Option, (A) any �parent corporation� of the Company, as defined in
Section 424(e) of the Code or (B) any �subsidiary corporation� of the Company, as defined in Section 424(f) of the Code,
any other entity that is taxed as a corporation under Section 7701(a)(3) of the Code and is a member of the �affiliated
group� as defined in Section 1504(a) of the Code, of which the Company is the common parent, and any other entity as
may be permitted from time to time by the Code or by the Internal Revenue Service to be an employer of Employees to
whom Incentive Stock Options may be granted.

2.2 ��Award��means the grant of Restricted Stock, a Stock Option, a Performance Award or SAR, whether granted
singly, in combination or in tandem (each individually an �Incentive�).

2.3 ��Award Agreement��means the written agreement between a Participant and the Company which sets out the
terms of the grant of an Award, including any amendment thereto. Each Award Agreement shall be subject to the terms and
conditions of the Plan.
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2.4 ��Award Period��means the period during which one or more Incentives granted under an Award may be
exercised.

2.5 ��Board��means the board of directors of the Company.

2.6 ��Cause�� shall mean (i) �cause� as that term may be defined in any written employment agreement between a
participant and the company or a subsidiary which may at any time be in effect, (ii) in the absence of such a definition in a
then-effective written employment agreement (in the determination of the board), �cause� as that term may be defined in
any Award Agreement under this Plan, or (iii) in the absence of such a definition in a then-effective written employment
agreement (in the determination of the board) or in an Award Agreement under the Plan, termination of a Participant�s
employment with the Company or n Affiliate upon the occurrence of one or more of the following events:

(a) The Participant�s failure to substantially perform such Participant�s duties with the Company or any Affiliate
as determined by the Board or the Company;

(b) The Participant�s willful failure or refusal to perform specific directives of the Board or the Company, which
directives are consistent with the scope and nature of the Participant�s duties and responsibilities;

(c) The Participant�s conviction of a felony;

(d) A breach of the Participant�s fiduciary duty to the Company or any Affiliate or any act or omission of the
Participant that (A) results in the assessment of a criminal penalty against the Company, (B) is otherwise in violation
of any federal, state, local or foreign law or regulation (other than traffic violations and other similar misdemeanors),
(C) adversely affects or could reasonably be expected to adversely affect the business reputation of the Company, or
(D) otherwise constitutes willful misconduct, gross negligence, or any act of dishonesty or disloyalty, (ii) the violation
by the Participant of any policy, rule or directive established by the Company, or (iii) the Company�s determination
that the Employee�s performance or conduct was unacceptable.

2.7 ��Change of Control��means the first to occur of the following:

(a) A change in ownership of the Company. A change in ownership of the Company occurs on the date that any
person, or more than one person acting as a group, becomes the owner of more than fifty percent (50%) of the total fair
market value or combined voting power of the stock of the Company. A person, or more than one person acting as a
group, will be considered to have become the owner of more than fifty percent (50%) of the total fair market value or
combined voting power of the stock of the Company if the person�s percentage ownership increases because the
Company acquires its stock in exchange for property. This subparagraph shall not apply if an acquiring person, or
more than one person acting as a group, immediately prior to the acquisition of additional stock of the Company
owned more than fifty percent (50%) of the total fair market value or combined voting power of the stock of the
Company; or

(b) A change in the effective control of the Company. A change in the effective control of the Company occurs
on the date that either:

(1) any one person, or more than one person acting as a group, acquires or has acquired during the twelve
(12)-month period ending on the date of the most recent acquisition by such person, or persons, stock of the
Company possessing thirty-five percent (35%) or more of the total fair market value or combined voting power of
the stock of the Company; or
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(2) a majority of members of the board of directors of the Company is replaced during any twelve (12)-
month period by directors whose appointment or election is not endorsed by a majority of board of directors of
the Company prior to the date of the appointment or election.

(3) this subparagraph shall not apply if an acquiring person, or more than one person acting as a group,
immediately prior to the acquisition of additional stock of the Company already had effective control of the
Company because the person, or persons, own thirty-five percent (35%) or more of the total fair market value or
combined voting power of the stock of the Company; or

(c) A change in the ownership of a substantial portion of the Company assets. A change in the ownership of a
substantial portion of the Company assets occurs on the date that any one person, or more than one person acting as a
group, acquires, or has acquired during the twelve (12)-month period ending on the date of the most recent acquisition
by such person or persons, Company assets that have a total gross fair market value [the value of the assets being
disposed of without regard to any liabilities associated with those assets] equal to forty percent (40%) or more of the
total gross fair market value of all of the assets of the Company immediately prior to such acquisition or acquisitions.
A transfer of a substantial portion of the assets of the Company does not constitute a change in ownership giving rise
to a change of control if:

(1) the transfer of a substantial portion of the Company assets is to an entity that immediately after the
transfer is controlled by shareholders of the Company; or

(2) the transfer is to

(A) an individual who is a shareholder of the Company immediately before the asset transfer in
exchange for or respect to the individual�s stock in the Company;

(B) an entity in which fifty percent (50%) or more of the total fair market value or combined voting
power of the stock of the entity is owned by the Company;

(C) a person, or more than one person acting as a group, who owns fifty percent (50%) or more of the
total fair market value or combined voting power of the stock of the Company; or

(D) an entity in which fifty percent (50%) or more of the total fair market value or combined voting
power of the stock of the entity is owned by a person described in (2)(C), above.

2.8 ��Chief Executive Officer��means the individual serving at any relevant time as the chief executive officer of the
Company.

2.9 ��Code��means the Internal Revenue Code of 1986, as amended. Reference in the Plan to any section of the Code
shall be deemed to include any amendments or successor provisions to such section and any Treasury regulations
promulgated under such section.

2.10 ��Committee��means the Compensation Committee of the Board as such Compensation Committee may be
constituted from time to time pursuant to the terms of the Compensation Committee Charter of the Board. Membership on
the Committee shall be limited to Directors who (i) meet the independence requirements of the NASDAQ and any other
regulatory requirements, (ii) qualify as �Non-Employee Directors� (as that term is defined in Rule 16b-3 (or any successor
to such rule) promulgated under the Exchange Act), and (iii) satisfy the requirements of an �outside director,� for purposes
of Section 162(m) of the Code and such Treasury regulations as may be promulgated thereunder. Membership in the
Committee shall be subject to the rotation policy set forth in
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the Company�s corporate governance guidelines. All members of the Committee will serve at the pleasure of the Board.
Notwithstanding the foregoing, if the composition of the Committee does not comply with the foregoing provisions of this
Subsection, the entire Board shall constitute the Committee until such time as a proper Committee is appointed in
accordance with the foregoing provisions of this Subsection.

2.11 ��Common Stock��means the common stock, par value $0.01 per share, which the Company is currently
authorized to issue or may in the future be authorized to issue.

2.12 ��Company��means Powell Industries, Inc., a Delaware corporation, and any successor entity and shall, unless the
context indicates otherwise, include its Affiliates.

2.13 ��Consultant��means any person (other than an Employee or a Director, solely with respect to rendering services
in such person�s capacity as a Director) who is engaged by the Company, or any of its Affiliates to render consulting or
advisory services to the Company or such Affiliate.

2.14 ��Continuous Service��means that the provision of services to the Company or an Affiliate in any capacity as
Employee, Director or Consultant is not interrupted or terminated. Except as otherwise provided in a particular Award
Agreement, service shall not be considered interrupted or terminated for this purpose in the case of (i) any approved leave
of absence, (ii) transfers among the Company, any Affiliate, or any successor, in any capacity as Employee, Director or
Consultant, or (iii) any change in status as long as the individual remains in the service of the Company or an Affiliate in
any capacity as Employee, Director or Consultant. An approved leave of absence shall include sick leave, military leave or
any other authorized personal leave. For purposes of each Incentive Stock Option, if such leave exceeds ninety (90) days,
and re-employment upon expiration of such leave is not guaranteed by statute or contract, then the Incentive Stock Option
shall be treated as a Non-Qualified Stock Option on the day that is three (3) months and one (1) day following the
expiration of such ninety (90)-day period.

2.15 ��Date of Grant��means the effective date on which an Award is made to a Participant as set forth in the
applicable Award Agreement.

2.16 ��Director��means a member of the Board or the board of directors of an Affiliate.

2.17 ��Disability��means the �disability� of a person as defined in a then effective long-term disability plan maintained
by the Company that covers such person, or if such a plan does not exist at any relevant time, �Disability� means the
permanent and total disability of a person within the meaning of Section 22(e)(3) of the Code. For purposes of determining
the time during which an Incentive Stock Option may be exercised under the terms of an Award Agreement, �Disability�
means the permanent and total disability of a person within the meaning of Section 22(e)(3) of the Code. Section 22(e)(3) of
the Code provides that an individual is totally and permanently disabled if he is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental impairment which can be expected to result in death or
which has lasted or can be expected to last for a continuous period of not less than twelve (12) months.

2.18 ��Employee��means any person, including an Officer or Director, who is employed, within the meaning of
Section 3401 of the Code, by the Company or an Affiliate. The provision of compensation by the Company or an Affiliate
to a Director solely with respect to such individual rendering services in the capacity of a Director, however, shall not be
sufficient to constitute �employment� by the Company or that Affiliate.
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2.19 ��Exchange Act��means the Securities Exchange Act of 1934, as amended, and any successor statute. Reference
in the Plan to any section of the Exchange Act shall be deemed to include any amendments or successor provisions to such
section and any rules and regulations relating to such section.

2.20 ��Fair Market Value��means, as of any date, the value of the Common Stock determined as follows:

(a) If the Common Stock is listed on any established stock exchange or traded on the NASDAQ National Market
or the NASDAQ SmallCap Market, the Fair Market Value of a share of Common Stock shall be the closing sales price
for such a share of Common Stock (or the closing bid, if no sales were reported) as quoted on such exchange or market
(or the exchange or market with the greatest volume of trading in the Common Stock) on the last market trading day
prior to the day of determination, as reported in The Wall Street Journal or such other source as the Committee deems
reliable.

(b) In the absence of any such established markets for the Common Stock, the Fair Market Value shall be
determined in good faith by the Committee.

2.21 ��Grantee��means an Employee or Consultant to whom a Restricted Stock Award has been granted under the
Plan.

2.22 ��Incentive Stock Option�� or ��ISO��means a Stock Option granted under the Plan to an Employee that meets the
requirements of Section 422 of the Code.

2.23 ��Non-Qualified Stock Option�� or ��NQSO��means a Stock Option granted under the Plan that does not qualify as
an Incentive Stock Option (including, without limitation, any Stock Option to purchase Common Stock originally
designated as or intended to qualify as an Incentive Stock Option but which does not (for whatever reason) qualify as an
Incentive Stock Option).

2.24 ��Officer��means a person who is an �officer� of the Company or an Affiliate within the meaning of Section 16
of the Exchange Act (whether or not the Company is subject to the requirements of the Exchange Act).

2.25 ��Option Price��means the price which must be paid by a Participant upon exercise of a Stock Option to purchase
a share of Common Stock.

2.26 �Optionee� means an individual to whom a Stock Option has been granted under the Plan.

2.27 ��Participant�� shall mean an Employee of the Company or an Affiliate or any Consultant to whom an Award is
granted under this Plan.

2.28 ��Performance Award��means mean any Award granted pursuant to this Plan of Common Stock, rights based
upon, payable in or otherwise related to shares of Common Stock (including Restricted Stock) or cash, as the Committee
may determine, at the end of a specified Performance Period established by the Committee and may include, without
limitation, Performance Shares or Performance Units.

2.29 ��Performance Goal�� shall mean any goal established by the Committee or its designee that must be satisfied
before a Performance Award will be payable to the recipient of the Award. With respect to a Performance Measure selected
by the Committee for purposes of complying with Section 162(m) of the Code, �Performance Goal� shall mean the specific
target that must be met before a Performance Award subject to Section 162(m) of the Code will be payable to the recipient
of the Award.
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2.30 ��Performance Measure�� shall mean each of the business criteria the Company may use in establishing a
Performance Goal. For purposes of the Plan, Performance Measures are limited to earnings per share; return on assets;
return on equity; return on capital; net profit after taxes; net profit before taxes; operating profits; stock price; sales or
expenses; and �EBITDA,� which means earnings before interest, taxes, depreciation and amortization, or as the definition
of such term may be modified from time to time by the Company.

2.31 ��Performance Period�� shall mean the period established by the Committee at the time any Award is granted or
at any time thereafter over which a Performance Goal specified by the Committee with respect to such Award will be
measured.

2.32 ��Plan��means this Powell Industries, Inc. 2006 Equity Compensation Plan, as set forth herein and as it may be
amended from time to time.

2.33 ��Regulation S-K��means Regulation S-K promulgated under the Securities Act, as it may be amended from time
to time, and any successor to Regulation S-K. Reference in the Plan to any item of Regulation S-K shall be deemed to
include any amendments or successor provisions to such item.

2.34 ��Reporting Participant��means a Participant who is subject to the reporting requirements of Section 16 of the
Exchange Act.

2.35 ��Restriction Period��means the period during which the Common Stock under a Restricted Stock Award is
nontransferable and subject to �Forfeiture Restrictions� as defined in Section 6.5 of this Plan and set forth in an Award
Agreement

2.36 ��Restricted Stock��means shares of Common Stock issued or transferred to a Participant pursuant to Section 6.5
of this Plan that are subject to restrictions or limitations set forth in this Plan and in an Award Agreement.

2.37 ��Retirement��means the termination of employment of an Employee of the Company or any Affiliate, other than
discharge for Cause, on or after age 60 if the Employee has five (5) years of Continuous Service or on or after age 62
regardless of the Employee�s years of Continuous Service.

2.38 ��SAR��means the right to receive a payment in shares of Common Stock, at the discretion of the Committee,
equal to the excess of the Fair Market Value of a specified number of shares of Common Stock on the date the SAR is
exercised over the SAR Price for such shares.

2.39 ��SAR Price��means the Fair Market Value of each share of Common Stock covered by an SAR, determined on
the Date of Grant of the SAR.

2.40 ��Securities Act��means the Securities Act of 1933, as amended, and any successor statute. Reference in the Plan
to any section of the Securities Act shall be deemed to include any amendments or successor provisions to such section and
any rules and regulations relating to such section.

2.41 ��Stock Option��means a stock option granted pursuant to the Plan to purchase a specified number of shares of
Common Stock, whether granted as an Incentive Stock Option or as a Non-Qualified Stock Option.

2.42 ��Ten Percent Shareholder��means a person who owns (or is deemed to own pursuant to Section 424(d) of the
Code) at the time an Option is granted stock possessing more than ten percent (10%) of the total combined voting power of
all classes of stock of the Company or of any of its Affiliates.
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2.43 ��Termination of Service�� occurs when a Participant who is an Employee of the Company or any of its Affiliates
shall cease to serve as an Employee of the Company or such Affiliate or Affiliates, for any reason.

ARTICLE 3

ADMINISTRATION

The Plan shall be administered by the Committee. The Committee shall determine and designate from time to time the
eligible persons to whom Awards will be granted and shall set forth in each related Award Agreement the Award Period,
the Date of Grant, and such other terms, provisions, limitations and performance requirements including the Performance
Measure, Performance Goal and Performance Period applicable to any Performance Award, as are approved by the
Committee, but not inconsistent with the Plan. The Committee shall determine whether an Award shall include a single type
of Incentive, two or more types of Incentive granted in combination, or two or more types of Incentive granted in tandem
(that is, a joint grant where exercise of one Incentive results in cancellation of all or a portion of the other Incentive).

The Committee, in its discretion, shall (i) interpret the Plan, (ii) prescribe, amend and rescind any rules and regulations
necessary or appropriate for the administration of the Plan and (iii) make such other determinations and take such other
action as it deems necessary or advisable in the administration of the Plan. Any interpretation, determination or other action
made or taken by the Committee shall be final, binding and conclusive on all interested parties.

With respect to restrictions in the Plan that are based on the rules of any exchange or inter-dealer quotation system
upon which the Company�s securities are listed or quoted, or any other applicable law, rule or restriction, to the extent that
any such restrictions are no longer required by applicable law, the Committee shall have the sole discretion and authority to
prescribe terms for Restricted Stock Awards that are not subject to such mandated restrictions and/or to waive any such
mandated restrictions with respect to outstanding Restricted Stock Awards.

Notwithstanding the foregoing, all rights and powers reserved to the Committee under this Article 3 may also be
exercised by the Board.

ARTICLE 4

ELIGIBILITY

Any Employee (including an Employee who is also a Director or an Officer) or Consultant is eligible to participate in
the Plan; provided, however, that only Employees shall be eligible to receive Incentive Stock Options. The Committee,
upon its own action, may grant, but shall not be required to grant, an Award to any Employee or Consultant.

A Participant may be granted more than one Award and Awards may be granted by the Committee at any time and
from time to time to new Participants, or to Participants already participating in the Plan, or to a greater or lesser number of
Participants, and may include or exclude previous Participants, as the Committee shall determine. Except as required by this
Plan, Awards granted at different times need not contain similar provisions. The Committee�s determinations under the
Plan (including without limitation determinations of which Employees or Consultants, if any, are to receive Awards, the
form, amount and timing of such Awards, the terms and provisions of such Awards
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and the agreements evidencing same) need not be uniform and may be made by it selectively among Employees and
Consultants who receive, or are eligible to receive, Awards under the Plan.

ARTICLE 5

SHARES SUBJECT TO PLAN

Subject to adjustment as provided in Articles 13 and 14, the maximum number of shares of Common Stock that may
be delivered pursuant to Awards granted under the Plan shall not exceed 750,000. The following shares of Common Stock
related to Awards will be available for issuance again under the Plan:

(a) Common Stock related to Awards settled in cash;

(b) Common Stock related to Awards that expire, are forfeited or cancelled or terminate for any other reason
without the issuance of the Common Stock;

(c) During the first ten (10) years of the Plan, Common Stock equal in number to the shares of Common Stock
surrendered in payment of the exercise price of an Option; and

(d) Common Stock tendered or withheld in order to satisfy withholding tax obligations.

Shares to be issued may be made available from authorized but unissued Common Stock, Common Stock held by the
Company in its treasury or Common Stock purchased by the Company on the open market or otherwise. During the term of
this Plan, the Company will at all times reserve and keep available a number of shares of Common Stock sufficient to
satisfy the requirements of this Plan.

ARTICLE 6

GRANT OF AWARDS

6.1 General. The grant of an Award shall be authorized by the Committee and shall be evidenced by an Award
Agreement setting forth the type of Award or Awards being granted, the total number of shares of Common Stock subject
to the Award(s), the Option Price (if applicable), the Restriction Period (if applicable), the Award Period, the Date of Grant
and such other terms, provisions, limitations and Performance Measures as are approved by the Committee, but not
inconsistent with the Plan. The Company shall execute an Award Agreement with a Participant after the Committee
approves the issuance of an Award. Any Award granted pursuant to this Plan must be granted within ten (10) years of the
date of adoption of this Plan. The Plan shall be submitted to the Company�s stockholders for approval. The grant of an
Award to a Participant shall not be deemed either to entitle the Participant to, or to disqualify the Participant from, receipt
of any other Award under the Plan.

Each Award Agreement shall be in such form and shall contain such terms and conditions, as the Committee shall
deem appropriate. The terms and conditions of such Award Agreements may change from time to time, and the terms and
conditions of separate Award Agreements need not be identical, but each such Award Agreement shall be subject to the
terms and conditions of this Article 6.

If the Committee establishes a purchase price for an Award, the Participant must accept such Award within a period of
thirty (30) days (or such shorter period as the Committee may specify) after the Date of Grant by executing the applicable
Award Agreement and paying such purchase price.
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6.2 Maximum Individual Grants. No Participant may receive during any fiscal year of the Company Awards
covering an aggregate of more than One Hundred Thousand (100,000) shares of Common Stock.

6.3 Terms And Conditions of Restricted Stock Awards

(a) General. The Committee may grant Restricted Stock Awards to any Employee or Consultant for such
minimum consideration, if any, as may be required by applicable law or such greater consideration as may be
determined by the Committee. The Company shall execute an Award Agreement specifying the terms and conditions
of the Restricted Stock Award with a Participant after the issuance of a Restricted Stock Award.

(b) Forfeiture Restrictions. Shares of Common Stock that are the subject of a Restricted Stock Award shall be
subject to restrictions on disposition by the Grantee and to an obligation of the Grantee to forfeit and surrender the
shares to the Company under certain circumstances (�Forfeiture Restrictions�). The Forfeiture Restrictions shall be
determined by the Committee, in its sole discretion, and the Committee may provide that the Forfeiture Restrictions
shall lapse on the passage of time or the occurrence of such other event or events determined to be appropriate by the
Committee. The Forfeiture Restrictions applicable to a particular Restricted Stock Award (which may differ from any
other such Restricted Stock Award) shall be stated in the Award Agreement.

(c) Restricted Stock Awards. At the time any Restricted Stock Award is granted under the Plan, the Company
and the Grantee shall enter into an Award Agreement setting forth the Forfeiture Restrictions, the vesting schedule
(which may be based on service, attainment of one or more pre-established Performance Goals, or other factors) and
rights to acceleration of vesting (including without limitation whether non-vested shares are forfeited or vested upon
termination of employment). Further, the Committee may grant Performance Awards consisting of Restricted Stock by
conditioning the grant, or vesting or such other factors, such as the release, expiration or lapse of restrictions of any
such Award (including the acceleration of any such conditions or terms) upon the attainment of specified Performance
Goals or such other factors as the Committee may determine. Shares of Common Stock awarded pursuant to a
Restricted Stock Award shall be represented by a stock certificate registered in the name of the Grantee of such
Restricted Stock Award or by a book entry account with the Company�s transfer agent. The Grantee shall have the
right to receive dividends with respect to the shares of Common Stock subject to a Restricted Stock Award; provided,
however, that, at the discretion of the Committee, any such dividends shall be credited to an account for the benefit of
the Grantee. If any dividends related to a Restricted Stock Award are credited to an account for the benefit of a Grantee
and the Grantee forfeits any or all of a Restricted Stock Award, the Grantee shall have no further rights with respect to
such Restricted Stock Award, and shall forfeit any dividends credited to the account for the Grantee�s benefit which
are related to the portion of the Restricted Stock Award which was forfeited. To the extent the Forfeiture Restrictions
lapse with respect to all or apportion of a Restricted Stock Award, all dividends, if any, credited to the account for the
benefit of Grantee shall be used, to the extent necessary, to satisfy any applicable federal, state and local income and
employment tax withholding obligations as described in Section 6.3(i) of the Plan. The Grantee shall have the right to
vote the shares of Common Stock subject to a Restricted Stock Award and to enjoy all other stockholder rights with
respect to the shares of Common Stock subject thereto, except that, unless provided otherwise in the Award
Agreement, (i) the Grantee shall not be entitled to delivery of the certificate representing the Restricted Stock until the
Forfeiture Restrictions have expired, (ii) the Company or an escrow agent shall retain custody of the certificate
representing such shares (or such shares shall be held in a book entry account with the Company�s transfer agent) until
the Forfeiture Restrictions have expired, (iii) the Grantee may not sell, transfer, pledge, exchange,
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hypothecate or otherwise dispose of the Restricted Stock until the Forfeiture Restrictions have expired and (iv) a
breach of the terms and conditions established by the Committee pursuant to the Award Agreement shall cause a
forfeiture of the Restricted Stock Award. At the time of such Restricted Stock Award, the Committee may, in its sole
discretion, prescribe additional terms, conditions or restrictions relating to the Restricted Stock Award, including rules
pertaining to the Grantee�s Termination of Service before expiration of the Forfeiture Restrictions. Such additional
terms, conditions or restrictions shall also be set forth in the Award Agreement made in connection with the Restricted
Stock Award. The forfeiture of any or all of the Common Stock that is the subject of a Restricted Stock Award shall
not invalidate any votes given by the Grantee with respect to such Common Stock prior to forfeiture.

(d) Restriction Period. The Restriction Period for a Restricted Stock Award shall commence on the Date of
Grant of the Restricted Stock Award and, unless otherwise established by the Committee and stated in the Award
Agreement, shall expire upon satisfaction of the conditions set forth in the Award Agreement pursuant to which the
Forfeiture Restrictions will lapse. The Committee may, in its sole discretion, accelerate the Restriction Period for all or
a part of a Restricted Stock Award unless to do would jeopardize the deductibility of any such Performance Award
pursuant to Section 162(m) of the Code.

(e) Securities Restrictions. The Committee may impose other conditions on any shares of Common Stock subject
to a Restricted Stock Award as it may deem advisable, including (i) restrictions under applicable state or federal
securities laws and (ii) the requirements of any stock exchange or national market system upon which shares of
Common Stock are then listed or quoted.

(f) Payment for Restricted Stock. The Committee shall determine the amount and form of any payment for
shares of Common Stock received pursuant to a Restricted Stock Award. If no such determination is made, the Grantee
shall not be required to make any payment for shares of Common Stock received pursuant to a Restricted Stock
Award, except to the extent otherwise required by law.

(g) Forfeiture of Restricted Stock. Unless otherwise stated in the particular Award Agreement, on Grantee�s
Termination of Service during the Restriction Period, the Restricted Stock still subject to the Forfeiture Restrictions
contained in the Restricted Stock Award shall be forfeited by the Grantee. Upon any forfeiture, all rights of the
Grantee with respect to the forfeited Restricted Stock subject to the Restricted Stock Award shall cease and terminate,
without any further obligation on the part of the Company, except that, if so provided in the Award Agreement
applicable to the Restricted Stock Award, the Company shall repurchase the Restricted Stock forfeited for the purchase
price per share paid by the Grantee. The Committee will have discretion to determine the date of the Grantee�s
Termination of Service. Each Award Agreement shall require that (i) the Grantee, by his or her acceptance of the
Restricted Stock Award, shall irrevocably grant to the Company a power of attorney to transfer any shares so forfeited
to the Company and agrees to execute any documents requested by the Company in connection with such forfeiture
and transfer, and (ii) such provisions regarding transfers of forfeited Restricted Stock shall be specifically performable
by the Company in a court of equity or law.

(h) Lapse of Forfeiture Restrictions in Certain Events; Committee��s Discretion. Notwithstanding the
provisions of this Section 6.3(h) or any other provision in the Plan to the contrary, the Committee may, on account of
the Grantee�s Retirement, death or Disability or otherwise, in its discretion and as of a date determined by the
Committee, fully vest any or all Restricted Stock awarded to the Grantee pursuant to a Restricted Stock Award, and
upon such vesting, all Forfeiture Restrictions applicable to such Restricted Stock

A-10

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Award shall lapse or terminate. The Committee shall have discretion to determine whether a Grantee�s Termination of
Service was as a result of a Grantee�s Retirement, death or Disability. Any action by the Committee pursuant to this
Section 6.3(h) may vary among individual Grantees and may vary among the Restricted Stock Awards held by any
individual Grantee.

(i) Withholding Taxes. The Committee may establish such rules and procedures as it considers desirable in order
to satisfy any obligation of the Company to withhold applicable federal, state and local income and employment taxes
with respect to the lapse of Forfeiture Restrictions applicable to Restricted Stock Awards. Before delivery of shares of
Restricted Stock upon the lapse of Forfeitures Restrictions applicable to a Restricted Stock Award, the Grantee shall
pay or make adequate provision acceptable to the Committee for the satisfaction of all tax withholding obligations of
the Company.

(j) Rights and Obligations of Grantee. One or more stock certificates representing shares of Common Stock, free
of Forfeiture Restrictions, shall be delivered to the Grantee promptly after, and only after, the Forfeiture Restrictions
have expired and Grantee has satisfied all applicable federal, state and local income and employment tax withholding
requirements.

6.4 Terms And Conditions of Options. The Committee may grant Stock Options alone or in addition to other Awards
granted pursuant to this Plan to any Employee or Consultant. The Committee shall determine (a) whether each Stock Option
shall be granted as an Incentive Stock Option or a Non-Qualified Stock Option and (b) the provisions, terms and conditions
of each Stock Option including, but not limited to, the vesting schedule, the number of shares of Common Stock subject to
the Stock Option, the exercise price of the Stock Option, the period during which the Stock Option may be exercised,
repurchase provisions, forfeiture provisions, methods of payment, and all other terms and conditions of the Stock Option,
subject to the following:

(a) Form of Stock Option Grant. Each Stock Option granted under the Plan shall be evidenced by a written
Award Agreement in such form (which need not be the same for each Optionee) as the Committee, or if applicable the
Chief Executive Officer, from time to time approves, but which is not inconsistent with the Plan, including any
provisions that may be necessary to assure that any Stock Option that is intended to be an Incentive Stock Option will
comply with Section 422 of the Code.

(b) Date of Grant. The Date of Grant of a Stock Option will be the date on which the Committee makes the
determination to grant such Stock Option unless otherwise specified by the Committee. The Award Agreement
evidencing the Stock Option will be delivered to the Optionee with a copy of the Plan and other relevant Stock Option
documents, within a reasonable time after the Date of Grant.

(c) Exercise Price. The exercise price of a Stock Option shall be not less than 100% of the Fair Market Value of
a share of the Common Stock on the Date of Grant of the Stock Option. The exercise price of any Incentive Stock
Option granted to a Ten Percent Shareholder shall not be less than 110% of the Fair Market Value of a share of
Common Stock on the Date of Grant of the Stock Option.

(d) Exercise Period. Stock Options shall be exercisable within the time or times or upon the event or events
determined by the Committee and set forth in the Award Agreement; provided, however, that no Stock Option shall be
exercisable later than the day before the expiration of ten (10) years from the Date of Grant of the Stock Option, and
provided further that no Incentive Stock Option granted to a Ten Percent Shareholder shall be exercisable after the
expiration of five (5) years from the Date of Grant of the Stock Option.
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(e) Limitations on Incentive Stock Options. The aggregate Fair Market Value (determined as of the Date of
Grant of a Stock Option) of Common Stock which any Employee is first eligible to purchase during any calendar year
by exercise of Incentive Stock Options granted under the Plan and by exercise of incentive stock options (within the
meaning of Section 422 of the Code) granted under any other incentive stock option plan of the Company or an
Affiliate shall not exceed $100,000. If the Fair Market Value of stock with respect to which all incentive stock options
described in the preceding sentence held by any one Optionee are exercisable for the first time by such Optionee
during any calendar year exceeds $100,000, the Stock Options that are intended to be Incentive Stock Options on the
Date of Grant thereof for the first $100,000 worth of shares of Common Stock to become exercisable in such year shall
be deemed to constitute incentive stock options within the meaning of Section 422 of the Code and the Stock Options
that are intended to be Incentive Stock Options on the Date of Grant thereof for the shares of Common Stock in the
amount in excess of $100,000 that become exercisable in that calendar year shall be treated as Non-Qualified Stock
Options. If the Code or the Treasury regulations promulgated thereunder are amended after the effective date of the
Plan to provide for a different limit than the one described in this Section 6.4(e), such different limit shall be
incorporated herein and shall apply to any Stock Options granted after the effective date of such amendment.

(f) Acquisitions and Other Transactions. The Committee may, from time to time, assume outstanding options
granted by another entity, whether in connection with an acquisition of such other entity or otherwise, by either
(i) granting a Stock Option under the Plan in replacement of or in substitution for the option assumed by the Company,
or (ii) treating the assumed option as if it had been granted under the Plan if the terms of such assumed option could be
applied to a Stock Option granted under the Plan. Such assumption shall be permissible if the holder of the assumed
option would have been eligible to be granted a Stock Option hereunder if the other entity had applied the rules of this
Plan to such grant. The Committee also may grant Stock Options under the Plan in settlement of or substitution for
outstanding options or obligations to grant future options in connection with the Company or an Affiliate acquiring
another entity, an interest in another entity or an additional interest in an Affiliate whether by merger, stock purchase,
asset purchase or other form of transaction. Notwithstanding the foregoing provisions of this Section 6.4, in the case of
a Stock Option issued or assumed pursuant to this Section 6.4(f), the exercise price for the Stock Option shall be
determined in accordance with the principles of Section 424(a) of the Code and the Treasury regulations promulgated
thereunder.

6.5 Exercise of Stock Options.

(a) Notice. Stock Options may be exercised only by delivery to the Company of a written exercise notice
approved by the Committee (which need not be the same for each Optionee), stating the number of shares of Common
Stock being purchased, the method of payment, and such other matters as may be deemed appropriate by the Company
in connection with the issuance of shares of Common Stock upon exercise of the Stock Option, together with payment
in full of the exercise price for the number of shares of Common Stock being purchased. Such exercise notice may be
part of an Optionee�s Award Agreement.

(b) Early Exercise. An Award Agreement may, but need not, include a provision that permits the Optionee to
elect at any time while an Employee or Consultant, to exercise any part or all of the Stock Option before full vesting of
the Stock Option. Any unvested shares of Common Stock received pursuant to such exercise may be subject to a
repurchase right in favor of the Company or an Affiliate or to any other restriction the Committee determines to be
appropriate.
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(c) Payment. Payment for the shares of Common Stock to be purchased upon exercise of a Stock Option may be
made in cash (by check) or, if elected by the Optionee, in one or more of the following methods as may be stated in the
Award Agreement (at the Date of Grant with respect to any Stock Option granted as an Incentive Stock Option) and
where permitted by law: (i) if a public market for the Common Stock exists, through a �same day sale� arrangement
between the Optionee and a broker-dealer that is a member of the National Association of Securities Dealers, Inc. (an
�NASD Dealer�) whereby the Optionee elects to exercise the Stock Option and to sell a portion of the shares of
Common Stock so purchased to pay for the exercise price and whereby the NASD Dealer commits upon receipt of
such shares of Common Stock to forward the exercise price directly to the Company; (ii) if a public market for the
Common Stock exists, through a �margin� commitment from the Optionee and an NASD Dealer whereby the
Optionee elects to exercise the Stock Option and to pledge the shares of Common Stock so purchased to the NASD
Dealer in a margin account as security for a loan from the NASD Dealer in the amount of the exercise price, and
whereby the NASD Dealer commits upon receipt of such shares of Common Stock to forward the exercise price
directly to the Company; (iii) by surrender for cancellation of shares of Common Stock at the Fair Market Value per
share at the time of exercise if such surrender does not result in an accounting charge for the Company; (iv) where
approved by the Committee at the time of exercise, by delivery of the Optionee�s promissory note with such recourse,
interest, security, redemption and other provisions as the Committee may require, subject to payment in cash of the
aggregate par value of the shares of Common Stock to be purchased; or (v) in any other form of valid consideration
that is acceptable to the Committee in its sole discretion. No shares of Common Stock may be issued until full payment
of the purchase price therefor has been made. The payment options provided in Section 6.5(c)(i), (ii), or (iv) above
shall not be available to any Optionee who is a Director or executive officer of the Company or any Affiliate if such
payment option would be treated as a personal loan prohibited under Section 13(k) of the Exchange Act.

Upon payment of all amounts due from the Participant, the Company shall cause certificates for the Common
Stock then being purchased to be delivered as directed by the Participant (or the person exercising the Participant�s
Stock Option in the event of his death) at its principal business office promptly after the Exercise Date. If the
Participant has exercised an Incentive Stock Option, the Company may at its option retain physical possession of the
certificate evidencing the shares acquired upon exercise until the expiration of the holding periods described in
Section 422(a)(1) of the Code. The obligation of the Company to deliver shares of Common Stock shall, however, be
subject to the condition that if at any time the Committee shall determine in its discretion that the listing, registration or
qualification of the Stock Option or the Common Stock upon any securities exchange or inter-dealer quotation system
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 Stock Option or the issuance or purchase of shares of Common
Stock thereunder, the Stock Option may not be exercised in whole or in part unless such listing, registration,
qualification, consent or approval shall have been effected or obtained free of any conditions not acceptable to the
Committee.

If the Participant fails to pay for any of the Common Stock specified in such notice or fails to accept delivery
thereof, the Participant�s right to purchase such Common Stock may be terminated by the Company.

(d) Withholding Taxes. The Committee may establish such rules and procedures as it considers desirable in order
to satisfy any obligation of the Company to withhold the statutory prescribed minimum amount of federal or state
income taxes or other taxes with respect to the exercise of any Stock Option granted under the Plan. Before issuance of
the shares of Common Stock upon exercise of a Stock Option, the Optionee
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shall pay or make adequate provision acceptable to the Committee for the satisfaction of the statutory prescribed
minimum amount of any federal or state income or other tax withholding obligations of the Company, if applicable.
Upon exercise of a Stock Option, the Company shall withhold or collect from the Optionee an amount sufficient to
satisfy such tax withholding obligations.

(e) Exercise of Stock Option Following Termination of Continuous Service.

(1) A Stock Option may not be exercised after the expiration date of such Stock Option set forth in the
Award Agreement and may be exercised following the termination of an Optionee�s Continuous Service only to
the extent provided in the Award Agreement.

(2) Where the Award Agreement permits an Optionee to exercise a Stock Option following the termination
of the Optionee�s Continuous Service for a specified period, the Stock Option shall terminate to the extent not
exercised on the last day of the specified period or the last day of the original term of the Stock Option, whichever
occurs first.

(3) Any Stock Option designated as an Incentive Stock Option, to the extent not exercised within the time
permitted by law for the exercise of Incentive Stock Options following the termination of an Optionee�s
Continuous Service, shall convert automatically to a Non-Qualified Stock Option and thereafter shall be
exercisable as a Non-Qualified Stock Option to the extent exercisable by its terms for the period specified in the
Award Agreement.

(4) The Committee shall have discretion to determine whether the Continuous Service of an Optionee has
terminated and the effective date on which such Continuous Service terminates and whether the Optionee�s
Continuous Service terminated as a result of the Disability of the Optionee.

(5) Notwithstanding the forgoing, all Stock Options which have not been previously exercised will be
forfeited if an Optionee is terminated for Cause.

(f) Limitations on Exercise.

(1) The Committee may specify a reasonable minimum number of shares of Common Stock or a percentage
of the shares subject to a Stock Option that may be purchased on any exercise of a Stock Option. Such minimum
number shall not prevent Optionee from exercising the full number of shares of Common Stock as to which the
Stock Option is then exercisable.

(2) The obligation of the Company to issue any shares of Common Stock pursuant to the exercise of any
Stock Option shall be subject to the condition that such exercise and the issuance and delivery of such shares
pursuant thereto comply with the Securities Act, all applicable state securities laws and the requirements of any
stock exchange or national market system upon which the shares of Common Stock may then be listed or quoted,
as in effect on the date of exercise. The Company shall be under no obligation to register the shares of Common
Stock with the Securities and Exchange Commission or to effect compliance with the registration, qualification or
listing requirements of any state securities laws or stock exchange or national market system, and the Company
shall have no liability for any inability or failure to do so.

(3) As a condition to the exercise of a Stock Option, the Company may require the person exercising such
Stock Option to represent and warrant at the time of any such exercise that the shares of Common Stock are being
purchased only for investment and without any present intention to sell or distribute such
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shares of Common Stock if, in the opinion of counsel for the Company, such a representation is required by any
securities or other applicable laws.

(g) Modification, Extension And Renewal of Stock Options . The Committee shall have the power to modify,
cancel, extend or renew outstanding Stock Options and to authorize the grant of new Stock Options and/or Restricted
Stock Awards in substitution therefor (regardless of whether any such action would be treated as a repricing for
financial accounting or other purposes), provided that (except as permitted by Section 11 of this Plan) any such action
may not, without the written consent of any Optionee, impair any rights under any Stock Option previously granted to
such Optionee. Any outstanding Incentive Stock Option that is modified, extended, renewed or otherwise altered will
be treated in accordance with Section 424(h) of the Code.

(h) Privileges of Stock Ownership. No Optionee will have any of the rights of a shareholder with respect to any
shares of Common Stock subject to a Stock Option until such Stock Option is properly exercised and the purchased
shares are issued and delivered to the Optionee, as evidenced by an appropriate entry on the books of the Company or
of a duly authorized transfer agent of the Company. No adjustment shall be made for dividends or distributions or
other rights for which the record date is prior to such date of issuance and delivery, except as provided in the Plan.

6.6 Stock Appreciation Rights.

(a) Grants. The Committee or the Board may grant to any eligible Employee or Consultant a stand-alone Stock
Appreciation Right or a Stock Appreciation Right issued in tandem with a Stock Option. Stock Appreciation Rights
shall be subject to such terms and conditions as the Committee or the Board shall impose. The grant of the Stock
Appreciation Right may provide that the holder will be paid for the value of the Stock Appreciation Right either in
cash or in shares of Common Stock, or a combination thereof, at the sole discretion of the Committee or the Board. In
the event of the exercise of a Stock Appreciation Right payable in shares of Common Stock, the holder of the Stock
Appreciation Right shall receive that number of whole shares of Common Stock having an aggregate Fair Market
Value on the date of exercise equal to the value obtained by multiplying (i) either (a) in the case of a Stock
Appreciation Right issued in tandem with a Stock Option, the difference between the Fair Market Value of a share of
Common Stock on the date of exercise over the exercise price per share of the related Stock Option, or (b) in the case
of a stand-alone Stock Appreciation Right, the difference between the Fair Market Value of a share of Common Stock
on the date of exercise over the Fair Market Value of a share of Common Stock on the date of the grant of the Stock
Appreciation Right by (ii) the number of shares of Common Stock with respect to which the Stock Appreciation Right
is exercised. However, notwithstanding the foregoing, the Committee or the Board, in its sole discretion, may place a
ceiling on the amount payable upon exercise of a Stock Appreciation Right, but any such limitation shall be specified
at the time that the Stock Appreciation Right is granted.

(b) Exercisability. A Stock Appreciation Right granted in tandem with an Incentive Stock Option (i) may be
exercised at, and only at, the times and to the extent the related Incentive Stock Option is exercisable, (ii) will expire
upon the termination or expiration of the related Incentive Stock Option, (iii) may not result in a Participant realizing
more than 100% of the difference between the exercise price of the related Incentive Stock Option and the Fair Market
Value of the shares of Common Stock subject to the related Incentive Stock Option at the time the Stock Appreciation
Right is exercised, and (iv) may be exercised at, and only at, such times as the Fair Market Value of the shares of
Common Stock subject to the related Incentive
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Stock Option exceeds the exercise price of the related Incentive Stock Option. A Stock Appreciation Right granted in
tandem with a Non-Qualified Stock Option will be exercisable as provided by the Committee or the Board and will
have such other terms and conditions as the Committee or the Board may determine. A Stock Appreciation Right may
be transferred at, and only at, the times and to the extent the related Stock Option is transferable. If a Stock
Appreciation Right is granted in tandem with a Stock Option, there shall be surrendered and cancelled from the related
Stock Option at the time of exercise of the Stock Appreciation Right, in lieu of exercise pursuant to the related Stock
Option, that number of shares of Common Stock as shall equal the number of shares of Common Stock as to which the
tandem Stock Appreciation Right shall have been exercised.

(c) Certain Limitations on Non-Tandem Stock Appreciation Rights. A stand-alone Stock Appreciation Right
will be exercisable as provided by the Committee or the Board and will have such other terms and conditions as the
Committee or the Board may determine. A stand-alone Stock Appreciation Right is subject to acceleration of vesting
or immediate termination in certain circumstances in the same manner as Stock Options pursuant to Subsections 6.5
and 6.6 of this Plan.

(d) Limited Stock Appreciation Rights. The Committee and the Board may grant Stock Appreciation Rights
which will become exercisable only upon the occurrence of a Change in Control or such other event as the Committee
or the Board may designate at the time of grant or thereafter. Such a Stock Appreciation Right may be issued either as
a stand-alone Stock Appreciation Right or in tandem with a Stock Option.

(e) Method of Exercise. Subject to the conditions of this Section 6.6(b) and such administrative regulations as the
Committee may from time to time adopt, a Stock Appreciation Right may be exercised by the delivery (including by
fax) of written notice to the Committee setting forth the number of shares of Common Stock with respect to which the
Stock Appreciation Right is to be exercised and the date of exercise thereof (�Exercise Date�) which shall be at least
three (3) days after giving such notice unless an earlier time shall have been mutually agreed upon. On the Exercise
Date, the Participant shall receive from the Company in exchange therefor the amount set forth in Section 6.6(a)
above.

6.7 Terms and Conditions of Performance Awards

(a) General. A Performance Award may consist of either or both, as the Committee may determine, of (a) the
right to receive shares of Common Stock of the Company or Restricted Stock or any combination thereof as the
Committee may determine or (b) the right to receive a fixed dollar amount payable in shares of Common Stock of the
Company, Restricted Stock, cash or any combination thereof, as the Committee may determine. The Committee may
grant Performance Awards to any Employee or Consultant for such minimum consideration, if any, as may be required
by applicable law or such greater consideration as may be determined by the Committee in its sole discretion. The
terms and conditions of Performance Awards shall be specified at the time of the grant and may include provisions
establishing the Performance Period, the Performance Measure to be used to determine whether a Performance Goal
for a Performance Period has been achieved, the criteria used to determine vesting (including the acceleration thereof),
whether Performance Awards are forfeited or vest upon termination of employment during a Performance Period and
the maximum or minimum settlement values. Each Performance Award shall have its own terms and conditions, which
shall be determined by the Committee in its sole discretion. If the Committee in its sole discretion determines that the
established Performance Measures or objectives are no longer suitable because of a change in the Company�s
business, operations, corporate structure or for other reasons that the Committee deems
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satisfactory, the Committee may modify the Performance Measures or objectives and/or the Performance Period unless
to do would jeopardize the deductibility of any such Performance Award pursuant to Section 162(m) of the Code.
Except to the extent otherwise specified by the Committee, Performance Awards are subject to acceleration of vesting,
termination of restrictions and termination in the same manner as Stock Options.

(b) Performance Measures. Performance Awards may be valued by reference to the Fair Market Value of a
share of Common Stock or according to any other formula or method deemed appropriate by the Committee, including
without limitation achievement of specific Performance Measure that the Committee believes relevant or the
Company�s performance or the performance of the Common Stock measured against the performance of the market,
the Company�s industry segment or its direct competitors. Performance Awards may also be conditioned upon the
applicable Participant remaining in the employ of the Company for a specified period. Performance Awards may be
paid in cash, shares of Common Stock (including Restricted Stock) or other consideration or any combination thereof.
Performance Awards may be payable in a single payment or in installments and may be payable at a specified date or
dates or upon attaining the performance objective or objectives, all at the sole discretion of the Committee. The extent
to which any applicable performance objective has been achieved shall be conclusively determined by the Committee
in its sole discretion.

6.8 Tandem Awards. The Committee may grant two or more Incentives in one Award in the form of a �tandem
award,� so that the right of the Participant to exercise one Incentive shall be canceled if, and to the extent, the other
Incentive is exercised. For example, if a Stock Option and a SAR are issued in a tandem Award, and the Participant
exercises the SAR with respect to 100 shares of Common Stock, the right of the Participant to exercise the related Stock
Option shall be canceled to the extent of 100 shares of Common Stock.

6.9 Disqualifying Disposition of ISO. If shares of Common Stock acquired upon exercise of an Incentive Stock
Option are disposed of by a Participant before the expiration of either two (2) years from the Date of Grant of such Stock
Option or one (1) year from the transfer of shares of Common Stock to the Participant pursuant to the exercise of such
Stock Option, or in any other disqualifying disposition within the meaning of Section 422 of the Code, such Participant
shall notify the Company in writing of the date and terms of such disposition. A disqualifying disposition by a Participant
shall not affect the status of any other Stock Option granted under the Plan as an Incentive Stock Option within the meaning
of Section 422 of the Code.

ARTICLE 7

AMENDMENT OR DISCONTINUANCE

Subject to the limitations set forth in this Article 7, the Board may at any time and from time to time, without the
consent of the Participants, alter, amend, revise, suspend, or discontinue the Plan in whole or in part; provided, however,
that no amendment which requires stockholder approval in order for the Plan and Incentives awarded under the Plan to
continue to comply with Section 162(m) of the Code, including any successors to such Section, shall be effective unless
such amendment shall be approved by the requisite vote of the stockholders of the Company entitled to vote thereon. Any
such amendment shall, to the extent deemed necessary or advisable by the committee, be applicable to any outstanding
Incentives theretofore granted under the Plan, notwithstanding any contrary provisions contained in any stock option
agreement. In the event of any such amendment to the Plan, the holder of any Incentive outstanding under the Plan shall,
upon request of the Committee and as a condition to the
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exercisability thereof, execute a conforming amendment in the form prescribed by the Committee to any Award Agreement
relating thereto. Notwithstanding anything contained in this Plan to the contrary, unless required by law, no action
contemplated or permitted by this Article 7 shall adversely affect any rights of Participants or obligations of the Company
to Participants with respect to any Incentive theretofore granted under the Plan without the consent of the affected
Participant.

ARTICLE 8

TERM

The Plan shall be effective from the date that this Plan is approved by the Board, subject to approval of the
stockholders of the Company. Unless sooner terminated by action of the Board, the Plan will terminate on December 31,
2016, but Incentives granted before that date will continue to be effective in accordance with their terms and conditions.

ARTICLE 9

CAPITAL ADJUSTMENTS

If at any time while the Plan is in effect, or Incentives are outstanding, there shall be any increase or decrease in the
number of issued and outstanding shares of Common Stock resulting from (1) the declaration or payment of a stock
dividend, (2) any recapitalization resulting in a stock split-up, combination, or exchange of shares of Common Stock or
(3) other increase or decrease in such shares of Common Stock effected without receipt of consideration by the Company,
then and in such event:

(a) An appropriate adjustment shall be made in the maximum number of shares of Common Stock then subject to
being awarded under the Plan and in the maximum number of shares of Common Stock that may be awarded to a
Participant to the end that the same proportion of the Company�s issued and outstanding shares of Common Stock
shall continue to be subject to being so awarded.

(b) Appropriate adjustments shall be made in the number of shares of Common Stock and the Option Price
thereof then subject to purchase pursuant to each such Stock Option previously granted and unexercised, to the end
that the same proportion of the Company�s issued and outstanding shares of Common Stock in each such instance
shall remain subject to purchase at the same aggregate Option Price.

(c) Appropriate adjustments shall be made in the number of SARs and the price thereof then subject to exercise
pursuant to each such SAR previously granted and unexercised, to the end that the same proportion of the Company�s
issued and outstanding shares of Common Stock in each instance shall remain subject to exercise at the same aggregate
price.

(d) Appropriate adjustments shall be made in the number of outstanding shares of Restricted Stock with respect to
which restrictions have not yet lapsed before any such change.

Except as otherwise expressly provided herein, the issuance by the Company of shares of its capital stock of any class,
or securities convertible into shares of capital stock of any class, either in connection with direct sale or upon the exercise of
rights or warrants to subscribe therefor, or upon conversion of shares or obligations of the Company convertible into such
shares or other securities, shall not affect, and no adjustment by reason thereof shall
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be made with respect to (i) the number of or Option Price of shares of Common Stock then subject to outstanding Stock
Options granted under the Plan, (ii) he number of or SAR Price of SARs then subject to outstanding SARs granted under
the Plan or (iii) he number of outstanding shares of Restricted Stock.

Upon the occurrence of each event requiring an adjustment with respect to any Incentive, the Company shall
communicate by reasonable means intended to reach to each affected Participant its computation of such adjustment which
shall be conclusive and shall be binding upon each such Participant.

ARTICLE 10

RECAPITALIZATION, MERGER AND CONSOLIDATION;
CHANGE IN CONTROL

10.1 Authority. The existence of this Plan and Incentives granted hereunder shall not affect in any way the right or
power of the Company or its stockholders to make or authorize any or all adjustments, recapitalizations, reorganizations, or
other changes in the Company�s capital structure and its business, or any merger or consolidation of the Company, or any
issue of bonds, debentures, preferred or preference stocks ranking prior to or otherwise affecting the Common Stock or the
rights thereof (or any rights, options, or warrants to purchase same), or the dissolution or liquidation of the Company, or
any sale or transfer of all or any part of its assets or business, or any other corporate act or proceeding, whether of a similar
character or otherwise.

10.2 Adjustment upon Merger. Subject to any required action by the stockholders, if the Company shall be the
surviving or resulting corporation in any merger, consolidation or share exchange, any Incentive granted hereunder shall
pertain to and apply to the securities or rights (including cash, property, or assets) to which a holder of the number of shares
of Common Stock subject to the Incentive would have been entitled. In the event of any merger, consolidation or share
exchange pursuant to which the Company is not the surviving or resulting corporation, there shall be substituted for each
share of Common Stock subject to the unexercised portions of such outstanding Incentives, that number of shares of each
class of stock or other securities or that amount of cash, property, or assets of the surviving, resulting or consolidated
company which were distributed or distributable to the stockholders of the Company in respect to each share of Common
Stock held by them, such outstanding Incentives to be thereafter exercisable for such stock, securities, cash, or property in
accordance with their terms. Notwithstanding the foregoing, however, all such Incentives may be canceled by the Company
as of the effective date of any such reorganization, merger, consolidation, share exchange or any dissolution or liquidation
of the Company by giving notice to each holder thereof or his personal representative of its intention to do so and by
permitting the purchase during the thirty (30) day period next preceding such effective date of all of the shares of Common
Stock subject to such outstanding Incentives.

10.3 Change of Control. Upon the occurrence of a Change of Control, then, notwithstanding any other provision in
this Plan to the contrary, all unmatured installments of Incentives outstanding shall thereupon automatically be accelerated
and exercisable in full and all Restriction Periods applicable to Awards of Restricted Stock shall automatically expire. The
determination of the Committee that any of the foregoing conditions in this Article 10 has been met shall be binding and
conclusive on all parties.
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ARTICLE 11

LIQUIDATION OR DISSOLUTION

If the Company shall, at any time while any Incentive under this Plan shall be in force and remain unexpired, (i) sell all
or substantially all of its property, or (ii) dissolve, liquidate or wind up its affairs, then each Participant shall be thereafter
entitled to receive, in lieu of each share of Common Stock of the Company which such Participant would have been entitled
to receive under an Incentive, pursuant to the terms of the Participant�s Award Agreement as of the date the Company sells
all or substantially all of its property, or dissolves, liquidates or winds up its affairs, the same kind and amount of any
securities or assets as may be issuable, distributable or payable upon any such sale, dissolution, liquidation or winding up
with respect to each share of Common Stock of the Company. If the Company shall, at any time before the expiration of
any Incentive, make any partial distribution of its assets, in the nature of a partial liquidation, whether payable in cash or in
kind (but excluding the distribution of a cash dividend payable out of earned surplus and designated as such) then in such
event the exercise price of outstanding Stock Options or price then in effect with respect to outstanding SARs shall be
reduced, on the payment date of such distribution, in proportion to the percentage reduction in the tangible book value of
the shares of the Company�s Common Stock (determined in accordance with generally accepted accounting principles)
resulting by reason of such distribution.

ARTICLE 12

INCENTIVES IN SUBSTITUTION FOR INCENTIVES
GRANTED BY OTHER CORPORATION

Incentives may be granted under the Plan from time to time in substitution for similar instruments held by employees
of a corporation who become or are about to become management Employees of the Company or any of its Affiliates as a
result of a merger or consolidation of the employing corporation with the Company or the acquisition by the Company of
stock of the employing corporation. The terms and conditions of the substitute Incentives so granted may vary from the
terms and conditions set forth in this Plan to such extent as the Board at the time of grant may deem appropriate to conform,
in whole or in part, to the provisions of the Incentives in substitution for which they are granted.

ARTICLE 13

MISCELLANEOUS PROVISIONS

13.1 Investment Intent. The Company may require that there be presented to and filed with it by any Participant
under the Plan such evidence as it may deem necessary to establish that the Incentives granted or the shares of Common
Stock to be purchased or transferred are being acquired for investment and not with a view to their distribution.

13.2 No Effect on Retirement and Other Benefit Plans. Except as specifically provided in a retirement or other
benefit plan of the Company or an Affiliate, Options shall not be deemed compensation for purposes of computing benefits
or contributions under any retirement plan of the Company or an Affiliate, and shall not affect any benefits under any other
benefit plan of any kind or any benefit plan subsequently instituted under which the availability or amount of benefits is
related to level of compensation. The Plan is not a �Retirement Plan� or �Welfare Plan� under the Employee Retirement
Income Security Act of 1974, as amended (�ERISA�).
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13.3 No Right to Continued Employment. Neither the Plan nor any Incentive granted under the Plan shall confer
upon any Participant any right with respect to continuance of employment by the Company or any Subsidiary.

13.4 Indemnification of Board and Committee. No member of the Board or the Committee, nor any officer or
Employee of the Company acting on behalf of the Board or the Committee, shall be personally liable for any action,
determination or interpretation taken or made in good faith with respect to the Plan, and all members of the Board or the
Committee and each and any officer or employee of the Company acting on their behalf shall, to the extent permitted by
law, be fully indemnified and protected by the Company in respect of any such action, determination or interpretation.

13.5 Effect of the Plan. Neither the adoption of this Plan nor any action of the Board or the Committee shall be
deemed to give any person any right to be granted an Award or any other rights except as may be evidenced by an Award
Agreement, or any amendment thereto, duly authorized by the Committee and executed on behalf of the Company, and then
only to the extent and upon the terms and conditions expressly set forth therein.

13.6 Severability and Reformation. The Company intends all provisions of the Plan to be enforced to the fullest
extent permitted by law. Accordingly, should a court of competent jurisdiction determine that the scope of any provision of
the Plan is too broad to be enforced as written, the court should reform the provision to such narrower scope as it
determines to be enforceable. If, however, any provision of the Plan is held to be wholly illegal, invalid or unenforceable
under present or future law, such provision shall be fully severable and severed, and the Plan shall be construed and
enforced as if such illegal, invalid or unenforceable provision were never a part hereof, and the remaining provisions of the
Plan shall remain in full force and effect and shall not be affected by the illegal, invalid or unenforceable provision or by its
severance.

13.7 Governing Law. The Plan shall be construed and interpreted in accordance with the laws of the State of Texas.

13.8 Code Section 83(b) Elections. Neither the Company nor any of its Affiliates have any responsibility for a
Participant�s election, attempt to elect or failure to elect to include the value of an Award subject to Section 83 in the
Participant�s gross income for the year of grant pursuant to Section 83(b) of the Code. Any Participant who makes an
election pursuant to Section 83(b) will promptly provide the Committee with a copy of the election form.

13.9 Code Section 162(m). It is the intent of the Company that the Plan comply in all respects with Section 162(m) of
the Code and that any ambiguities or inconsistencies in construction of the Plan be interpreted to give effect to such
intention. If the Committee intends for a Performance Award or the Award of Restricted Stock Award to be granted and
administered in a manner designed to preserve the deductibility of the resulting compensation in accordance with
Section 162(m) of the Code, then the Performance Measure selected, the Performance Goal (in terms of an objective
formula or standard pursuant to which a third party with knowledge of the relevant performance results could calculate the
amount to be paid), the maximum number of shares of Common Stock that may be awarded, within the limit described in
Section 6.2 hereof, and the Performance Period applicable to such Award shall be established in writing by the Committee
no later than the earlier of (i) 90 days after the commencement of the relevant Performance Period and (ii) the date as of
which 25% of the Performance Period has elapsed. At the time a Performance Goal is established, its outcome must be
substantially uncertain. The Committee�s discretion to modify or waive the Performance Goal related to the vesting of the
Award may be restricted in order to comply with Section 162(m) of the Code.
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13.10 Code Section 409A. It is the intent of the Company that no Award under the Plan be subject to Section 409A of
the Code. The Committee shall design and administer the Awards under the Plan so that they are not subject to
Section 409A of the Code.

13.11 Compliance With Other Laws and Regulations. Notwithstanding anything contained herein to the contrary,
the Company shall not be required to sell or issue shares of Common Stock under any Incentive if the issuance thereof
would constitute a violation by the Participant or the Company of any provisions of any law or regulation of any
governmental authority or any national securities exchange or inter-dealer quotation system or other forum in which shares
of Common Stock are quoted or traded (including without limitation Section 16 of the 1934 Act and Section 162(m) of the
Code); and, as a condition of any sale or issuance of shares of Common Stock under an Incentive, the Committee may
require such agreements or undertakings, if any, as the Committee may deem necessary or advisable to assure compliance
with any such law or regulation. The Plan, the grant and exercise of Incentives hereunder, and the obligation of the
Company to sell and deliver shares of Common Stock, shall be subject to all applicable federal and state laws, rules and
regulations and to such approvals by any government or regulatory agency as may be required.

13.12 Tax Requirements.

(a) Whenever shares of Common Stock are to be issued under an Award of Restricted Stock or a Performance
Award, or pursuant to the exercise of a Stock Option or Stock Appreciation Right, or other Award or cash is to be paid
pursuant to the terms of the Plan, under circumstances in which the Company, or its designee, believes that any
federal, state or local tax withholding may be imposed, the Company or Affiliate, as the case may be, shall have the
right to require the Participant to remit to the Company or Affiliate, as the case may be, an amount sufficient to satisfy
the minimum federal, state and local tax withholding requirements prior to the electronic transfer of ownership, the
delivery of any certificate for shares of Common Stock, if applicable, or any proceeds; provided, however, that in the
case of a Participant who receives an Award of Restricted Stock or a Performance Award under the Plan which
remains subject to forfeiture restrictions or is not fully vested, the Participant shall remit such amount on the first
business day following the Tax Date. The �Tax Date� for purposes of this Section 13.12 shall be the date on which the
amount of tax to be withheld is determined. If a Participant makes a disposition of Common Stock acquired upon the
exercise of an Incentive Stock Option within either two years after the Stock Option was granted or one year after its
exercise by the Participant, the Participant shall promptly notify the Company and the Company shall have the right to
require the Participant to pay to the Company an amount sufficient to satisfy federal, state and local tax withholding
requirements.

(b) A Participant who is obligated to pay the Company an amount required to be withheld under applicable tax
withholding requirements may pay such amount (i) in cash; (ii) in the discretion of the Committee, or its designee,
through the delivery to the Company of previously-owned shares of Common Stock having an aggregate Fair Market
Value on the Tax Date equal to the tax obligation provided that the previously owned shares of Common Stock
delivered in satisfaction of the withholding obligations must have been held by the Participant for at least six
(6) months; (iii) in the discretion of the Company, or its designee, through the Company�s withholding shares of
Common Stock otherwise issuable to the Participant having a Fair Market Value on the Tax Date equal to the amount
of tax required to be withheld, or (iv) in the discretion of the Committee, or its designee, through a combination of the
procedures set forth in subsections (i), (ii) and (iii) of this Section 13.12(b).
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13.13 Assignability

(a) Other than pursuant to a valid qualified domestic relations order as defined in Section 414(p) of the Code or
Title I of ERISA, as provided in paragraph (b) of this Section 15.13, below, Incentive Stock Options may not be
transferred or assigned other than by will or the laws of descent and distribution and may be exercised during the
lifetime of the Participant only by the Participant or the Participant�s legally authorized representative, and each
Award agreement in respect of an Incentive Stock Option shall so provide. The designation by a Participant of a
Beneficiary will not constitute a transfer of the Stock Option. The Committee may waive or modify any limitation
contained in the preceding sentences of this Section 13.13 that is not required for compliance with Section 422 of the
Code. The Committee may, in its discretion, authorize all or a portion of a Non-Qualified Stock Option or SAR to be
granted to a Participant to be on terms which permit transfer by such Participant to (i) the spouse, children or
grandchildren of the Participant (�Immediate Family Members�), (ii) a trust or trusts for the exclusive benefit of such
Immediate Family Members, or (iii) a partnership in which such Immediate Family Members are the only partners,
(iv) an entity exempt from federal income tax pursuant to Section 501(c)(3) of the Code or any successor provision, or
(v) a split interest trust or pooled income fund described in Section 2522(c)(2) of the Code or any successor provision,
provided that (w) there shall be no consideration for any such transfer, (x) the Award Agreement pursuant to which
such Non-Qualified Stock Option or SAR is granted must be approved by the Committee and must expressly provided
for transferability in a manner consistent with this Section 13.13, (y) no such transfer shall be permitted if the Common
Stock issuable under such transferred Stock Option would not be eligible to be registered on Form S-8 promulgated
under the Securities Act, and (z) subsequent transfers of transferred Non-Qualified Stock Options or Stock
Appreciation Rights shall be prohibited except those by will or the laws of descent and distribution or pursuant to a
qualified domestic relations order as defined in the Code or Title I of ERISA. Following transfer, any such Non-
Qualified Stock Option and SAR shall continue to be subject to the same terms and conditions as were applicable
immediately prior to transfer, provided that for purposes of Section 6.5(c) or Section 6.6, as applicable, and
Articles 7, 9, 10, 11, 12 and 13 hereof the term �Participant� shall be deemed to include the transferee. The events of a
termination of service shall continue to be applied with respect to the original Participant, following which the Non-
Qualified Stock Options and Stock Appreciation Rights shall be exercisable by the transferee only to the extent and for
the periods specified in the original Award Agreement and applicable to the Participant. The Committee and the
Company shall have no obligation to inform any transferee of a Non-Qualified Stock Option or SAR of any expiration,
termination, lapse or acceleration of such Option. The Company shall have no obligation to register with any federal or
state securities commission or agency any Common Stock issuable or issued under a Non-Qualified Stock Option or
SAR that has been transferred by a Participant under this Section 13.13.

(b) Notwithstanding the foregoing, Stock Options and such other Awards as the Committee may determine may
be transferred pursuant to a valid qualified domestic relations order as defined in Section 414(p) of the Code or Title I
of ERISA pursuant to which a court has determined, in connection with a divorce proceeding, that a spouse or former
spouse of a Participant has an interest in the Participant�s Award under the Plan. Any Incentive Stock Option
transferred pursuant to this Section 13.13 shall cease to be an Incentive Stock Option on the date of such transfer and
shall be treated for all purposes as a Non-Qualified Stock Option in the hands of the transferee. Following any such
transfer each Award transferred shall continue to be subject to the same terms and conditions of the Plan and the
Award agreement applicable to the Award immediately prior to transfer, provided that for all purposes under the Plan
the term �Participant� shall be deemed to include the transferee. The effect a Termination of Service shall have on the
exercisability of an Award with respect to the
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original Participant shall continue to apply to a transferee after a transfer pursuant to this Section 13.13, so that the
Award transferred shall be exercisable by the transferee only to the extent and for the periods specified in the Plan,
unless different periods are otherwise provided in a Participant�s original Award agreement. The Committee and the
Company shall have no obligation to inform any transferee of an Award of any expiration, termination, lapse or
acceleration of such Award. The Company shall have no obligation to register with any federal or state securities
commission or agency any Company Stock issuable or issued under an Award that has been transferred pursuant to
this Section 13.13.

13.14 Interpretive Matters. Whenever required by the context, pronouns and any variation thereof shall be deemed to
refer to the masculine, feminine, or neuter, and the singular shall include the plural, and visa versa. The term �include� or
�including� does not denote or imply any limitation. The captions and headings used in the Plan are inserted for
convenience and shall not be deemed a part of the Plan for construction or interpretation.

13.15 Use of Proceeds. Proceeds from the sale of shares of Common Stock pursuant to Incentives granted under this
Plan shall constitute general funds of the Company.

13.16 Legend. Each certificate representing shares of Restricted Stock issued to a Participant shall bear the following
legend, or a similar legend deemed by the Company to constitute an appropriate notice of the provisions hereof (any such
certificate not having such legend shall be surrendered upon demand by the Company and so endorsed):

On the face of the certificate:

�Transfer of this stock is restricted in accordance with conditions printed on the reverse of this certificate.�

On the reverse:

�The shares of stock evidenced by this certificate are subject to and transferable only in accordance with
that certain Powell Industries, Inc. 2005 Equity Compensation Plan, a copy of which is on file at the
principal office of the Company in Houston, Texas. No transfer or pledge of the shares evidenced hereby
may be made except in accordance with and subject to the provisions of said Plan. By acceptance of this
certificate, any holder, transferee or pledgee hereof agrees to be bound by all of the provisions of said
Plan.�

The following legend shall be inserted on a certificate evidencing Common Stock issued under the Plan if the shares
were not issued in a transaction registered under the applicable federal and state securities laws:

�Shares of stock represented by this certificate have been acquired by the holder for investment and not for
resale, transfer or distribution, have been issued pursuant to exemptions from the registration requirements
of applicable state and federal securities laws, and may not be offered for sale, sold or transferred other than
pursuant to effective registration under such laws, or in transactions otherwise in compliance with such
laws, and upon evidence satisfactory to the Company of compliance with such laws, as to which the
Company may rely upon an opinion of counsel satisfactory to the Company.�

A copy of this Plan shall be kept on file in the principal office of the Company in Houston, Texas.
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IN WITNESS WHEREOF, the Company has caused this instrument to be executed as of , 2007, by its duly
authorized officer pursuant to prior action taken by the Board.

POWELL INDUSTRIES, INC.

By:
Name:
Title:
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APPENDIX B

Audit Committee Charter

WHEREAS, the Board of Directors of Powell Industries, Inc. has since its inception maintained a standing committee
designated the Audit Committee, and

WHEREAS, it is the intent of the Board in recognition of its responsibilities to reaffirm and ratify the Statement of
Duties and Responsibilities of the Audit Committee,

THEREFORE, BE IT RESOLVED THAT,

AUTHORITY

The Audit Committee is granted the authority and sufficient funding (i) to perform each of the specific duties listed
under �Specific Duties� in this Charter, (ii) upon direction of the Board of Directors to investigate any activity of the
Company and (iii) to engage independent counsel and other advisers, as it deems necessary to carry out its duties, without
seeking Board approval. In addition, the Chairman of the Board may from time to time direct specific assignments to the
Audit Committee. All employees and consultants are directed to cooperate as requested by members of the Committee to
assist the Committee in fulfilling its responsibilities. The Committee shall notify the Board of Directors of any intent to
retain independent counsel or other advisors, but shall have the sole authority to negotiate and approve the fees and
retention terms thereof.

The specific duties of the Audit Committee are listed below; however, if extraordinary circumstances indicate a
requirement for the Audit Committee to assume additional duties the Audit Committee has the full authority to act on its
own authority.

RESPONSIBILITY

The Audit Committee has the responsibility to assist the Board of Directors in fulfilling its fiduciary responsibilities as
to accounting policies and reporting practices of the Company and all subsidiaries and the sufficiency of the audits of all
Company activities. It is the Board�s agent in ensuring the integrity of financial reports of the Corporation and its
subsidiaries, and the adequacy of disclosures to shareholders. The Audit Committee is the focal point for communication
between other Directors, the independent auditors, internal auditors, and management as their duties relate to financial
accounting, reporting and controls.

The Audit Committee is responsible for ensuring its receipt from the outside auditors a formal written statement
delineating all relationships between the auditors and the Company, consistent with Independence Standards Board
Standard No. 1, and that the Audit Committee is also responsible for actively engaging in a dialogue with the auditors with
respect to any disclosed relationships or services that may impact the objectivity and independence of the auditors and for
taking, or recommending that the full Board take, appropriate action to ensure the independence of the outside auditors.

The Audit Committee is responsible for inquiring of management and determining that adequate internal control
systems and policies are in place to control business and financial reporting risks.
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COMPOSITION OF AUDIT COMMITTEE

The Audit Committee shall be composed of not less than three Directors who are qualified and independent, as such
term is defined by applicable law and in the rules and regulations of the United States Securities and Exchange Commission
and the NASDAQ National Market System. Members of the Committee shall be financially literate or become financially
literate within a reasonable period of time after appointment to the Committee. At least one member of the Committee must
have accounting or related financial management expertise. Committee members shall not for the past three years have been
employed by, or currently have a significant business relationship with Powell Industries, Inc., its executives or an affiliate
of Powell Industries, Inc. No person may be made a member of the Committee if his or her service on the Committee would
violate any restriction on service imposed by any rule or regulation of the Securities and Exchange Commission or any
securities exchange or market on which shares of common stock of the Company are traded.

Appointment to the Committee shall be made annually at the Board meeting following the Annual Shareholders�
Meeting. Appointments to the Committee and selection of the Committee Chairman shall be made by the Nominating
Committee with approval by the Board and recorded in the Minutes of the Board of Directors. The Nominating Committee
is responsible for filling committee vacancies which may occur during the course of the year.

MEETING

The Committee shall hold quarterly meetings and as many additional meetings as necessary to complete its assigned
duties. The quarterly meetings are to be scheduled to review quarterly financial results and to review the quarterly reports
prior to release.

ATTENDANCE

All members of the Committee should be present at all meetings. All members of the Board of Directors may attend
any Audit Committee meeting. The Chairman will designate any absences as �excused� or �unexcused� in the minutes of
the meeting. The report of attendance will reflect presence or absence without reference to whether or not the absence is
excused. The Chairman may request that members of management, the Director of Internal Audit and representatives of the
independent accountants be present.

MINUTES

Minutes of each meeting will be prepared and distributed to all members of the Board of Directors. The permanent file
of the Minutes will be maintained by the Secretary of the Corporation.

SPECIFIC DUTIES

The Audit Committee, in consultation with the Chief Executive Officer and the Chief Financial Officer, shall perform
an annual review of performance of the independent accounting firm or firms and recommend to the Board of Directors the
firm or firms to be selected for examination of the financial statements of the Corporation and its subsidiaries. The
recommendation shall include the scope of the audit and the estimated fees to be paid.

The Audit Committee shall review and approve the recommendation of management for the scope of the annual audit.
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The Audit Committee shall review and approve management�s recommended Annual Report to the Shareholders, and
the annual financial statements, including all financial discussions and disclosures.

The Audit Committee shall review with the independent public accountants the recommendations included in the
management letter and the informal observance, competence and adequacy of the financial, accounting, and internal audit
control procedures of the Corporation and its subsidiaries. On the basis of this review the Audit Committee shall make
recommendations to the Board for any changes which seem appropriate.

The Audit Committee shall review with the independent public accountants and financial management of the Company
the disposition of the recommendation(s) from the previous audits.

The Audit Committee shall approve in advance any non-audit services to be provided by the independent public
accountants and adopt policies and procedures for engaging the independent public accountants to perform non-audit
services.

The Audit Committee shall make an independent determination whether any professional services to be provided by
the public accounting firm would adversely affect the independence of the firm and its ability to render impartial review and
judgment.

The Audit Committee shall determine by interview with the independent public accountants if there were restrictions
imposed by management on the scope of conduct of any audit or examination.

The Audit Committee shall review with the independent accountants any audit problems, difficulties or disagreements
with management encountered in performing the services and the response of management.

The Audit Committee shall consult with general counsel, corporation financial management, and the independent
accountants to confirm compliance with public law and accounting practices relating to financial reports of the Corporation
and its subsidiaries, the absence of conflicts of interest of Directors and officers, and compliance with the provisions of the
Foreign Corrupt Practices Act.

The Audit Committee shall establish procedures for the receipt, retention, and treatment of complaints received by the
Company regarding accounting, internal accounting controls, and auditing matters; and the confidential, anonymous
submission by employees of the Company of concerns regarding questionable accounting or auditing matters.

Annually, the Audit Committee shall review the scope and content of this charter and report the results of that review
and any recommendations to the Board of Directors.

In its role as part of corporate governance, the Audit Committee is not expected to provide any expert or special
assurances as to the Company�s financial statements or any professional certifications as to the work of management,
internal auditors or independent auditors.

REPORTS

At each meeting of the Board of Directors the Committee Chairman shall present an oral report of activities and the
status of any ongoing studies or investigations.

The Audit Committee shall prepare and approve an Audit Committee Report to be included in the Company�s Proxy
Statement stating that it has satisfied the responsibilities under this Charter.
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ANNUAL REVIEW

The Audit Committee shall include in its standing agenda for the February meeting (i) a self-assessment of skill
requirements (including financial literacy and independence) and an assessment of its performance to confirm that it is
meeting its responsibility under this charter. In assessing its performance, among other things, (i) the appropriateness of
matters presented for information and approval, (ii) the sufficiency of time for consideration of agenda items, (iii) the
frequency and length of meetings, and (iv) the quality of written materials and presentations. The results of such assessment
and any skill enhancement plans or issues shall be reported to the Board of Directors.

BOARD ACTION

By motion unanimously approved, the Board of Directors adopted this Resolution on March 5, 2004.

Thomas W. Powell
Chairman of the Board

Don R. Madison
Secretary
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PROXY

POWELL INDUSTRIES, INC.

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS
FEBRUARY 23, 2007

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned appoints Eugene L. Butler and James F. Clark, and each of them, attorneys and agents with full power
of substitution to vote all shares of common stock of Powell Industries, Inc. which the undersigned would be entitled to vote if
personally present at the Annual Meeting of Stockholders of Powell Industries, Inc., to be held at the offices of Powell Industries,
Inc., 8550 Mosley, Houston, Texas, at 11:00 a.m., Central Standard Time, on February 23, 2007 and at any adjournment thereof,
as follows:

(Continued and to be signed on the reverse side)
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ANNUAL MEETING OF STOCKHOLDERS OF

POWELL INDUSTRIES, INC.

FEBRUARY 23, 2007

THE BOARD OF DIRECTORS RECOMMENDS A VOTE ��FOR�� THE ELECTION OF ALL NOMINEES
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK

INK AS SHOWN HERE o

1. Election of the nominees listed below (except as indicated below) to the Board of Directors, class of 2010.
NOMINEES:

¨ FOR ALL NOMINEES ¨ THOMAS W. POWELL
¨ WITHHOLD AUTHORITY FOR ALL NOMINEES ¨ JOSEPH L. BECHERER
¨ FOR ALL EXCEPT (See instructions below)

Instructions: To withhold authority to vote for an individual nominee(s), mark ��FOR ALL EXCEPT�� and fill in the circle next to each nominee
you wish to withhold, as shown here: ll

2. Approve the Company�s 2006 Equity Compensation Plan.
FOR
¨

AGAINST
¨

ABSTAIN
¨

3. In their discretion with respect to (1) any other matters as may properly come before the meeting and any adjournment thereof, (2) approval
of the minutes of the prior meeting, if such approval does not amount to ratification of the action taken at that meeting, (3) the election of
any other person as a director if a nominee named above is unable to serve or for good cause will not serve, and (4) matters incident to the
conduct of the meeting.

If properly executed, this voting instruction will be voted as directed above.

IF NO DIRECTION IS INDICATED WITH RESPECT TO THE ABOVE PROPOSALS, SHARES ALLOCATED WILL BE VOTED ��FOR��
THE BOARD OF DIRECTORS�� NOMINEES.

, 2007
(Please sign exactly as name appears hereon. Joint
owners should each sign. Executors, administrators,
trustees, etc., should indicate the capacity in which
signing.)

Date
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POWELL INDUSTRIES, INC.

ESOP VOTING INSTRUCTION FOR ANNUAL MEETING OF STOCKHOLDERS
FEBRUARY 23, 2007

THE VOTING INSTRUCTION IS SOLICTED ON BEHALF OF THE BOARD OF DIRECTORS

Pursuant to the terms of the Powell Industries, Inc. Employee Stock Ownership Plan, you may direct the Trustee of the Plan
as to how to vote the shares of common stock of Powell Industries, Inc. allocated to your account in the Plan. Please indicate your
instructions and sign and date this card on the reverse side, and return this card in the envelope provided.

(Continued and to be signed on the reverse side)
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ANNUAL MEETING OF STOCKHOLDERS OF

POWELL INDUSTRIES, INC.

FEBRUARY 23, 2007

THE BOARD OF DIRECTORS RECOMMENDS A VOTE ��FOR�� THE ELECTION OF ALL NOMINEES
PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR BLACK

INK AS SHOWN HERE o

1. Election of the nominees listed below (except as indicated below) to the Board of Directors, class of 2010.
¨ FOR ALL NOMINEES ¨ THOMAS W. POWELL
¨ WITHHOLD AUTHORITY FOR ALL NOMINEES ¨ JOSEPH L. BECHERER
¨ FOR ALL EXCEPT (See instructions below)

Instructions: To withhold authority to vote for an individual nominee(s), mark ��FOR ALL EXCEPT�� and fill in the circle next to each nominee
you wish to withhold, as shown here: ll

2. Approve the Company�s 2006 Equity Compensation Plan.
FOR
¨

AGAINST
¨

ABSTAIN
¨

3. In their discretion with respect to (1) any other matters as may properly come before the meeting and any adjournment thereof, (2) approval
of the minutes of the prior meeting, if such approval does not amount to ratification of the action taken at that meeting, (3) the election of
any other person as a director if a nominee named above is unable to serve or for good cause will not serve, and (4) matters incident to the
conduct of the meeting.

If properly executed, this voting instruction will be voted as directed above.

IF NO DIRECTION IS INDICATED WITH RESPECT TO THE ABOVE PROPOSALS, SHARES ALLOCATED WILL BE VOTED ��FOR��
THE BOARD OF DIRECTORS�� NOMINEES.

, 2007
(Please sign exactly as name appears hereon. Joint
owners should each sign. Executors, administrators,
trustees, etc., should indicate the capacity in which
signing.)

Date
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