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                             Washington, D.C. 20549 
 
                                  FORM 10-K/A 
                             --------------------- 
 
(MARK ONE) 
     [X]         ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) 
                     OF THE SECURITIES EXCHANGE ACT OF 1934 
 
                   FOR THE FISCAL YEAR ENDED OCTOBER 31, 2000 
 
                                       OR 
 
     [ ]       TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) 
                     OF THE SECURITIES EXCHANGE ACT OF 1934 
 
            FOR THE TRANSITION PERIOD FROM           TO           . 
 
                         COMMISSION FILE NUMBER 0-6050 
 
                             --------------------- 
 
                            POWELL INDUSTRIES, INC. 
             (Exact name of registrant as specified in its charter) 
 
 
                                                  
                      NEVADA                                            88-0106100 
           (State or other jurisdiction                      (IRS Employer Identification No.) 
         of incorporation or organization) 
         8550 MOSLEY DRIVE, HOUSTON, TEXAS                              77075-1180 
     (Address of principal executive offices)                           (Zip Code) 
 
 
      (Registrant's telephone number, including area code) (713) 944-6900 
 
          Securities registered pursuant to Section 12(b) of the Act: 
                                      NONE 
                                (Title of Class) 
 
          Securities registered pursuant to Section 12(g) of the Act: 
                     COMMON STOCK, PAR VALUE $.01 PER SHARE 
                                (Title of Class) 
 
     Indicate by "X" whether the registrant (1) has filed all reports required 
to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during 
the preceding 12 months (or for such shorter period that the registrant was 
required to file such reports), and (2) has been subject to such filing 
requirements for the past 90 days.  Yes [X]  No [ ]. 
 
     Indicate by "X" if disclosure of delinquent filers pursuant to Item 405 of 
Regulation S-K is not contained herein, and will not be contained, to the best 
of registrant's knowledge, in definitive proxy or information statements 
incorporated by reference in Part III of this Form 10-K or any amendment to this 
Form 10-K.  [ ] 
 
     The aggregate market value of the voting stock held by non-affiliates of 
the registrant was approximately $145,788,066 as of January 23, 2001. The number 
of shares of the Company's Common Stock outstanding on that date was 10,321,000 
shares. 
 
                      DOCUMENTS INCORPORATED BY REFERENCE: 
 
     Portions of the Proxy Statement for the 2001 annual meeting of stockholders 
to be filed not later than 120 days after October 31, 2000 are incorporated by 
reference into Part III. 
 
                                EXPLANATORY NOTE 
 
     This filing amends certain information on the cover page and adds Exhibit 
10.12 to Item 14. No other items have been amended. 
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                                    PART IV 
 
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K 
 
     (a) The following documents are filed as part of this report: 
 
     Financial Statements -- See Index to Consolidated Financial Statements at 
Item 8 of this report 
 
 
 
        EXHIBIT 
         NUMBER                                  DESCRIPTION 
        -------                                  ----------- 
                       
          2.1            -- Asset Purchase Agreement dated as of June 20, 1996 by and 
                            between Rolls-Royce North America, Inc. and Rolls-Royce 
                            Acquisition Corp. and U.S. Turbine Corp. and the Company 
                            (filed as Exhibit 2.1 to the Company's Current Report on 
                            Form 8-K dated August 8, 1996 and incorporated herein by 
                            reference). 
          2.2            -- First Amendment to Asset Purchase Agreement dated July 
                            26, 1996 by and between Rolls-Royce North America, Inc. 
                            and Rolls-Royce Acquisition Corp. and U.S. Turbine Corp. 
                            and the Company (filed as Exhibit 2.2 to the Company's 
                            Current Report on Form 8-K dated August 8, 1996 and 
                            incorporated herein by reference). 
          3.1            -- Articles of Incorporation and Certificates of Amendment 
                            of Powell Industries, Inc. dated July 20, 1987 and March 
                            13, 1992 (filed as Exhibit 3 to the Company's Form 10-K 
                            for the fiscal year ended October 31, 1982, Form 10-Q for 
                            the quarter ended July 31, 1987, and Form 10-Q for the 
                            quarter ended April 30, 1992, respectively, and 
                            incorporated herein by reference). 
          3.2            -- By-laws of Powell Industries, Inc. (filed as Exhibit 3.2 
                            to the Company's Form 10-Q for the quarter ended April 
                            30, 1995 and incorporated herein by reference). 
        *10.1            -- Powell Industries, Inc., Incentive Compensation Plan for 
                            2000. 
         10.2            -- Description of Supplemental Executive Benefit Plan (filed 
                            as Exhibit 10 to the Company's Form 10-K for the fiscal 
                            year ended October 31, 1984, and incorporated herein by 
                            reference). 
         10.3            -- Credit Agreement dated August 15, 1997 between Powell 
                            Industries, Inc. and Bank of America Texas, N.A. (filed 
                            as Exhibit 10.5 to the Company's Form 10-Q for the 
                            quarter ended July 31, 1997 and incorporated herein by 
                            reference). 
         10.4            -- Amendments dated September 16, 1998, September 25, 1998 
                            and October 15, 1998 to credit agreement between Powell 
                            Industries, Inc., and Bank of America Texas, N.A. (filed 
                            as Exhibit 10.6 to Company's Form 10-K for the fiscal 
                            year ended October 31, 1998 and incorporated herein by 
                            reference). 
         10.5            -- Fourth Amendments dated February 26, 1999 to credit 
                            agreement between Powell Industries, Inc. and Bank of 
                            America Texas N.A. (filed as Exhibit 10.6 to Company's 
                            10-Q for quarter ended April 30, 1999 and incorporated 
                            herein by reference). 
         10.6            -- 1992 Powell Industries, Inc. Stock Option Plan (filed as 
                            Exhibit 4.2 to the Company's registration statement on 
                            Form S-8 ended July 26, 1994 (File No. 33-81998) and 
                            incorporated herein by reference). 
         10.7            -- The Powell Industries, Inc. Directors' Fees Program 
                            (filed as Exhibit 10.7 to the Company's Form 10-K for the 
                            fiscal year ended October 31, 1992, and incorporated 
                            herein by reference). 
         10.8            -- The Powell Industries, Inc. Executive Severance 
                            Protection Plan (filed as Exhibit 10.7 to the Company's 
                            Form 10-Q for the quarter ended April 30, 1996, and 
                            incorporated herein by reference). 
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        EXHIBIT 
         NUMBER                                  DESCRIPTION 
        -------                                  ----------- 
                       
         10.9            -- Amendment to Powell Industries, Inc. Stock Option Plan 
                            (filed as Exhibit 10.8 to the Company's Form 10-Q for the 
                            quarter ended April 30, 1996 and incorporated herein by 
                            reference). 
         10.10           -- Settlement Agreement effective September 3, 1998 by and 
                            among National Westminister Bank, plc, Powell Industries, 
                            Inc., Powell Energy Systems, Inc., Empire Energy 
                            Management Systems, Inc., Empire Cogen and Brian Travis 
                            (filed as Exhibit 10.11 to the Company's Form 10-Q for 
                            quarter ended July 31, 1998 and incorporated herein by 
                            reference). 
         10.11           -- Fifth Amendment dated December 31, 1999 to credit 
                            agreement between Powell Industries, Inc. and Bank of 
                            America Texas N.A. (filed as Exhibit 10.12 to the 
                            Company's Form 10-K for the fiscal year ended October 31, 
                            1999 and incorporated herein by reference). 
       **10.12           -- Powell Industries, Inc. 2000 Non-Employee Director Stock 
                            Option Plan. 
        *21.1            -- Subsidiaries of the Company. 
        *23.1            -- Consent of Independent Public Accountants. 
 
 
- --------------- 
 
 * Filed previously with Form 10-K for the fiscal year ended October 31, 2000 
 
** Filed herewith. 
 
     (b) Reports on Form 8-K. 
 
     None 
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                                   SIGNATURES 
 
     Pursuant to the requirements of Section 13 or 15(d) of the Securities 
Exchange Act of 1934, the Registrant has duly caused this report to be signed on 
its behalf of the undersigned, thereunder duly authorized. 
 
                                            POWELL INDUSTRIES, INC. 
 
                                            By:    /s/ THOMAS W. POWELL 
                                              ---------------------------------- 
                                                      Thomas W. Powell 
                                               President and Chief Executive 
                                                          Officer 
                                                  (Principal Executive and 
                                                     Financial Officer) 
 
                                            By:    /s/ ROBERT B. GREGORY 
                                              ---------------------------------- 
                                                     Robert B. Gregory 
                                                    Corporate Controller 
                                               (Principal Accounting Officer) 
 
     Pursuant to the requirements of the Securities Exchange Act of 1934, this 
report has been signed by the following persons on behalf of the registrant and 
in the capacities and on the dates indicated. 
 
 
 
                      SIGNATURE                                    TITLE                    DATE 
                      ---------                                    -----                    ---- 
                                                                                 
 
                /s/ THOMAS W. POWELL                     Chairman of the Board        February 16, 2001 
- ----------------------------------------------------- 
                 (Thomas W. Powell) 
 
               /s/ JOSEPH L. BECHERER                    Director                     February 16, 2001 
- ----------------------------------------------------- 
                (Joseph L. Becherer) 
 
                /s/ EUGENE L. BUTLER                     Director                     February 16, 2001 
- ----------------------------------------------------- 
                 (Eugene L. Butler) 
 
                /s/ BONNIE L. POWELL                     Director                     February 16, 2001 
- ----------------------------------------------------- 
                 (Bonnie L. Powell) 
 
              /s/ STEPHEN W. SEALE, JR.                  Director                     February 16, 2001 
- ----------------------------------------------------- 
               (Stephen W. Seale, Jr.) 
 
               /s/ LAWRENCE R. TANNER                    Director                     February 16, 2001 
- ----------------------------------------------------- 
                (Lawrence R. Tanner) 
 
               /s/ ROBERT C. TRANCHON                    Director                     February 16, 2001 
- ----------------------------------------------------- 
                (Robert C. Tranchon) 
 
                 /s/ RONALD J. WOLNY                     Director                     February 16, 2001 
- ----------------------------------------------------- 
                  (Ronald J. Wolny) 
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                                 EXHIBIT INDEX 
 
 
 
        EXHIBIT 
         NUMBER                                  DESCRIPTION 
        -------                                  ----------- 
                       
          10.11          -- Fifth Amendment dated December 31, 1999 to credit 
                            agreement between Powell Industries, Inc. and Bank of 
                            America Texas N.A. (filed as Exhibit 10.12 to the 
                            Company's Form 10-K for the fiscal year ended October 31, 
                            1999 and incorporated herein by reference). 
        **10.12          -- Powell Industries, Inc. 2000 Non-Employee Director Stock 
                            Option Plan. 
         *21.1           -- Subsidiaries of the Company. 
         *23.1           -- Consent of Independent Public Accountants. 
 
 
- --------------- 
 
 * Filed previously with Form 10-K for the fiscal year ended October 31, 2000 
 
** Filed herewith. 
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                             POWELL INDUSTRIES, INC. 
 
                  2000 NON-EMPLOYEE DIRECTOR STOCK OPTION PLAN 
 
 
         1. PURPOSE. The Powell Industries, Inc. 2000 Non-Employee Director 
Stock Option Plan (the "Plan") of Powell Industries, Inc. (the "Company") is for 
the benefit of members of the Board of Directors of the Company (the Board") 
who, at the time of their service, are not employees of the Company or any of 
its affiliates, by providing them an opportunity to become owners of the Common 
Stock of the Company (the "Stock"), thereby advancing the best interests of the 
Company by increasing their proprietary interest in the success of the Company 
and encouraging them to continue in their present capacity. 
 
         2. EFFECTIVE DATE OF PLAN. The Plan is effective June 25, 2000, having 
been approved by the Board of Directors. 
 
         3. ADMINISTRATION. The Plan shall be administered by the Board of 
Directors of the Company (the "Board"). Subject to the terms of the Plan, the 
Board shall have the power to construe the provisions of the Plan, Options, and 
Stock issued hereunder, to determine all questions arising hereunder, and to 
adopt and amend such rules and regulations for administering the Plan as the 
Board deems desirable. 
 
         4. DEDICATED SHARES. The total number of shares of Stock with respect 
to which Initial Grants and Annual Grants (collectively, the "Options") may be 
granted under this Plan shall not exceed, in the aggregate, 24,000 shares; 
provided, that the class and aggregate number of shares of Stock which may be 
granted hereunder shall be subject to adjustment in accordance with the 
provisions of Paragraph 17. The shares of Stock may be treasury shares or 
authorized but unissued shares of Stock. In the event that any outstanding 
Option shall expire or is terminated or canceled for any reason, the shares of 
Stock allocable to the unexercised portion of that Option may again be subject 
to an Option or Options under the Plan. 
 
         5. GRANT OF OPTIONS. All Options granted under the Plan shall be 
Nonqualified Options which are not intended to satisfy the requirements of 
Section 422 of the Internal Revenue Code of 1986, as amended. 
 
         6. ELIGIBILITY. The individuals who shall be eligible to receive 
Options under the Plan shall be each member of the Board of the Company who is 
not an employee of the Company or any affiliate of the Company ("Eligible 
Director"). 
 
         7. OPTION GRANT SIZE AND GRANT DATES. 
 
         ANNUAL GRANTS -- On the day of each June Board meeting (or the next 
regular meeting of the Board, if there is no June meeting), each Eligible 
Director who is continuing to serve as a director, shall receive a grant of an 
Option to purchase the 2000 shares of Stock at the Fair Market Value of the 
Stock on the date of grant (an "Annual Grant"). 
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         INITIAL GRANTS -- If an Eligible Director is first elected or appointed 
to the Board (whichever is applicable), other than at a June meeting, the 
Eligible Director shall be granted an Option to purchase the number of shares of 
Stock (rounded to the nearest whole share) which is determined my multiplying 
2,000 shares by a fraction, the numerator of which is the number of months until 
the next June meeting and the denominator of which is 12. The exercise price of 
such Stock shall be the Fair Market Value on the date of grant (an "Initial 
Grant"). The intent of this Initial Grant is to provide the new Director with a 
prorated Option for the partial year served before the Annual Grant. 
 
         If the General Counsel of the Company determines, in his sole 
discretion, that the Company is in possession of material, nonpublic information 
about the Company or any of its subsidiaries, he may suspend granting of the 
Initial Grant and Annual Grant to each Eligible Director until the second 
trading day after public dissemination of that information, and the 
determination by the General Counsel that issuance of the Options is then 
appropriate. 
 
         8. OPTION PRICE; FAIR MARKET VALUE. The price at which shares of Stock 
may be purchased by each Eligible Director (the "Optionee") pursuant to his 
Initial Grant and each Annual Grant, respectively, shall be 100% of the "Fair 
Market Value" of the shares of Stock on the date of grant of the Initial Grant 
and each Annual Grant, as applicable. 
 
         For all purposes of this Plan, the "Fair Market Value" of the Stock as 
of any date means (a) the average of the high and low sale prices of the Stock 
on that date on the principal securities exchange on which the Stock is listed; 
(b) if the Stock is not listed on a securities exchange, the average of the high 
and low sale prices of the Stock on that date as reported on the NASDAQ National 
Market System; (c) if the Stock is not listed on the NASDAQ National Market 
System, the average of the high and low bid quotations for the Stock on that 
date as reported by the National Quotation Bureau Incorporated; or (d) if none 
of the foregoing is applicable, the average between the closing bid and ask 
prices per share of stock on the last preceding date on which those prices were 
reported or that amount as determined by the Board. 
 
         9. DURATION OF OPTIONS. The term of each Option shall be seven (7) 
years from the date of grant. No Option shall be exercisable after the 
expiration of seven (7) years from the date the Option is granted. 
 
         10. AMOUNT EXERCISABLE. Each Option granted hereunder shall be 
exercisable in full after the first anniversary of the grant of the Option. 
 
         11. EXERCISE OF OPTIONS. Options shall be exercised by the delivery of 
written notice to the Company setting forth the number of shares with respect to 
which the Option is to be exercised, together with: (a) cash, certified check, 
bank draft, or postal or express money order payable to the order of the Company 
for an amount equal to the option price of the shares, (b) Stock (held by 
Optionee for at least six months) at its Fair Market Value on the date of 
exercise, and/or (c) any other form of payment which is acceptable to the Board, 
and specifying the address to which the certificates for the shares are to be 
mailed. As promptly as practicable after receipt of written notification and 
payment, the Company shall deliver to the Eligible Director certificates for the 
number of shares with respect to which the Option has been exercised, issued in 
the Eligible Director's name. If shares of Stock are used in payment, the Fair 
Market Value of the shares of 
 
 
                                      -2- 
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Stock tendered must be less than the option price of the shares being purchased, 
and the difference must be paid by check. Delivery shall be deemed effected for 
all purposes when a stock transfer agent of the Company shall have deposited the 
certificates in the United States mail, addressed to the Eligible Director, at 
the address specified by the Eligible Director. 
 
         Whenever an Option is exercised by exchanging shares of Stock owned by 
the Optionee, the Optionee shall deliver to the Company certificates registered 
in the name of the Optionee representing a number of shares of Stock legally and 
beneficially owned by the Optionee, free of all liens, claims, and encumbrances 
of every kind, accompanied by stock powers duly endorsed in blank by the record 
holder of the shares represented by the certificates, (with signature guaranteed 
by a commercial bank or trust company or by a brokerage firm having a membership 
on a registered national stock exchange). The delivery of certificates upon the 
exercise of Options is subject to the condition that the person exercising the 
Option provide the Company with the information the Company might reasonably 
request pertaining to exercise, sale or other disposition. 
 
         12. NON-TRANSFERABILITY OF OPTIONS. Options shall not be transferable 
by the Optionee other than by will or under the laws of descent and 
distribution, and shall be exercisable, during the Optionee's lifetime, only by 
him. 
 
         13. TERMINATION OF DIRECTORSHIP OF OPTIONEE. If, before the date of 
expiration of the Option, the Optionee shall cease to be a director of the 
Company, the Option shall terminate on the earlier of the date of expiration or 
one (1) year after the date of ceasing to serve as a director. In this event, 
the Optionee shall have the right, prior to the termination of the Option, to 
exercise the Option if he was entitled to exercise the Option immediately prior 
to ceasing to serve as a director; however, in the event that the Optionee has 
ceased to serve as a director on or after attaining the age of seventy (70) 
years, the Optionee shall be entitled to exercise all or any part of such Option 
without regard to any limitations imposed pursuant to Paragraph 10, provided 
that in no event shall the Option be exercisable within six months after the 
date of grant. 
 
         Upon the death of the Optionee while serving as a director, his 
executors, administrators, or any person or persons to whom his Option may be 
transferred by will or by the laws of descent and distribution, shall have the 
right, at any time prior to the earlier of the date of expiration of the Option 
or one (1) year following the date of his death, to exercise the Option, in 
whole or in part without regard to any limitations imposed pursuant to Paragraph 
10, provided that in no event shall the Option be exercisable within six months 
after the date of grant. 
 
         14. REQUIREMENTS OF LAW. The Company shall not be required to sell or 
issue any Stock under any Option if issuing that Stock would constitute or 
result in a violation by the Optionee or the Company of any provision of any 
law, statute, or regulation of any governmental authority. Specifically, in 
connection with any applicable statute or regulation relating to the 
registration of securities, upon exercise of any Option, the Company shall not 
be required to issue any Stock unless the Company has received evidence 
satisfactory to it to the effect that the holder of that Option will not 
transfer the Stock except in accordance with applicable law, including receipt 
of an opinion of counsel satisfactory to the Company to the effect that any 
proposed transfer complies with applicable law. The determination by the Company 
on this matter shall be final, binding and conclusive. The Company may, but 
shall in no event be obligated to, register any Stock covered by this Plan 
pursuant 
 
 
                                      -3- 
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to applicable securities laws of any country or any political subdivision. In 
the event the Stock issuable on exercise of an Option is not registered, the 
Company may imprint on the certificate evidencing the Stock any legend that 
counsel for the Company considers necessary or advisable to comply with 
applicable law. The Company shall not be obligated to take any other affirmative 
action in order to cause the exercise of an Option, or the issuance of shares 
under it, to comply with any law or regulation of any governmental authority. 
 
         15. NO RIGHTS AS STOCKHOLDER. No Optionee shall have any rights as a 
stockholder with respect to Stock covered by any Option until the date a stock 
certificate is issued for the Stock, and, except as otherwise provided in 
Paragraph 17 hereof, no adjustment for dividends, or otherwise, shall be made if 
the record date thereof is prior to the date of issuance of such certificate. 
 
         16. NO OBLIGATION TO RETAIN OPTIONEE. The granting of any Option shall 
not impose upon the Company or its stockholders any obligation to retain or 
continue to retain any Optionee or nominate any Optionee for election to 
continue in his capacity as a director of the Company. The right of the Company, 
the Board of Directors, and the Stockholders to terminate the service of any 
Optionee as a director shall not be diminished or affected by reason of the fact 
that one or more Options have been or would be granted to him. 
 
         17. CHANGES IN THE COMPANY'S CAPITAL STRUCTURE. The existence of 
outstanding Options or Stock Awards 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 or its business, or any merger or consolidation of 
the Company, or any issue of bonds, debentures, preferred or prior preference 
stock ahead of or affecting the Stock or its rights, 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. 
 
                  If the Company shall effect a subdivision or consolidation of 
shares or other capital readjustment, the payment of a stock dividend, or other 
increase or reduction of the number of shares of the Stock outstanding, without 
receiving compensation for it in money, services or property, then (a) the 
number, class, and per share price of shares of Stock subject to outstanding 
Options under this Plan shall be appropriately adjusted in such a manner as to 
entitle an Employee to receive upon exercise of an Option, for the same 
aggregate cash consideration, the equivalent total number and class of shares he 
would have received had he exercised his Option in full immediately prior to the 
event requiring the adjustment; and (b) the number and class of shares of Stock 
then reserved to be issued under the Plan shall be adjusted by substituting for 
the total number and class of shares of Stock then reserved, that number and 
class of shares of Stock that would have been received by the owner of an equal 
number of outstanding shares of each class of Stock as the result of the event 
requiring the adjustment. 
 
                  If while unexercised Options remain outstanding under the Plan 
(i) the Company shall not be the surviving entity in any merger, consolidation 
or other reorganization (or survives only as a subsidiary of an entity other 
than an entity that was wholly-owned by the Company immediately prior to such 
merger, consolidation or other reorganization), (ii) the Company sells, leases 
or exchanges or agrees to sell, lease or exchange all or substantially all of 
its assets to any 
 
 
                                      -4- 
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other person or entity (other than an entity wholly-owned by the Company), (iii) 
the Company is to be dissolved, or (iv) the Company is a party to any other 
corporate transaction (as defined under Section 424(a) of the Code and 
applicable Treasury Regulations) that is not described in clauses (i), (ii) or 
(iii) of this sentence (each such event is referred to herein as a "Corporate 
Change"), then (x) except as otherwise provided in an Option Agreement or as a 
result of the Board's effectuation of one or more of the alternatives described 
below, there shall be no acceleration of the time at which any Option then 
outstanding may be exercised, and (y) no later than ten (10) days after the 
approval by the stockholders of the Company of such Corporate Change, the Board, 
acting in its sole and absolute discretion without the consent or approval of 
any Optionee, shall act to effect one or more of the following alternatives, 
which may vary among individual Optionees and which may vary among Options held 
by any individual Optionee: 
 
                  (1) accelerate the time at which some or all of the Options 
         then outstanding may be exercised so that such Options may be exercised 
         in full for a limited period of time on or before a specified date 
         (before or after such Corporate Change) fixed by the Board, after which 
         specified date all such Options that remain unexercised and all rights 
         of Optionees thereunder shall terminate, 
 
                  (2) require the mandatory surrender to the Company by all or 
         selected Optionees of some or all of the then outstanding Options held 
         by such Optionees (irrespective of whether such Options are then 
         exercisable under the provisions of this Plan or the Option Agreements 
         evidencing such Options) as of a date, before or after such Corporate 
         Change, specified by the Board, in which event the Board shall 
         thereupon cancel such Options and the Company shall pay to each such 
         Optionee an amount of cash per share equal to the excess, if any, of 
         the per share price offered to stockholders of the Company in 
         connection with such Corporate Change over the exercise price(s) under 
         such Options for such shares, 
 
                  (3) with respect to all or selected Optionees, have some or 
         all of their then outstanding Options (whether vested or unvested) 
         assumed or have a new Option substituted for some or all of their then 
         outstanding Options (whether vested or unvested) by an entity which is 
         a party to the transaction resulting in such Corporate Change and which 
         is then employing him, or a parent or subsidiary of such entity, 
         provided that (A) such assumption or substitution is on a basis where 
         the excess of the aggregate fair market value of the shares subject to 
         the Option immediately after the assumption or substitution over the 
         aggregate exercise price of such shares is equal to the excess of the 
         aggregate fair market value of all shares subject to the Option 
         immediately before such assumption or substitution over the aggregate 
         exercise price of such shares, and (B) the assumed rights under such 
         existing Option or the substituted rights under such new Option as the 
         case may be will have the same terms and conditions as the rights under 
         the existing Option assumed or substituted for, as the case may be, 
 
                  (4) provide that the number and class of shares of Stock 
         covered by an Option (whether vested or unvested) theretofore granted 
         shall be adjusted so that such Option when exercised shall thereafter 
         cover the number and class of shares of stock or other securities or 
         property (including, without limitation, cash) to which the 
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         Optionee would have been entitled pursuant to the terms of the 
         agreement and/or plan relating to such Corporate Change if, immediately 
         prior to such Corporate Change, the Optionee had been the holder of 
         record of the number of shares of Stock then covered by such Option, or 
 
                  (5) make such adjustments to Options then outstanding as the 
         Board deems appropriate to reflect such Corporate Change (provided, 
         however, that the Board may determine in its sole and absolute 
         discretion that no such adjustment is necessary)." 
 
                  In effecting one or more of alternatives (3), (4) or (5) 
         above, and except as otherwise may be provided in an Option Agreement, 
         the Board, in its sole and absolute discretion and without the consent 
         or approval of any Optionee, may accelerate the time at which some or 
         all Options then outstanding may be exercised. 
 
                  In the event of changes in the outstanding Stock by reason of 
recapitalizations, reorganizations, mergers, consolidations, combinations, 
exchanges or other relevant changes in capitalization occurring after the date 
of the grant of any Option and not otherwise provided for by this Section 17, 
any outstanding Options and any agreements evidencing such Options shall be 
subject to adjustment by the Board in its sole and absolute discretion as to the 
number and price of shares of stock or other consideration subject to such 
Options. In the event of any such change in the outstanding Stock, the aggregate 
number of shares available under this Plan may be appropriately adjusted by the 
Board, whose determination shall be conclusive. 
 
                  After a merger of one or more corporations into the Company or 
after a consolidation of the Company and one or more corporations in which the 
Company shall be the surviving corporation, each Employee shall be entitled to 
have his Restricted Stock appropriately adjusted based on the manner the Stock 
was adjusted under the terms of the agreement of merger or consolidation. 
 
                  The issue by the Company of shares of stock of any class, or 
securities convertible into shares of stock of any class, for cash or property, 
or for labor or services either upon direct sale or upon the exercise of rights 
or warrants to subscribe for them, or upon conversion of shares or obligations 
of the Company convertible into shares or other securities, shall not affect, 
and no adjustment by reason of such issuance shall be made with respect to, the 
number, class, or price of shares of Stock then subject to outstanding Options 
or Stock Awards. 
 
         18. TERMINATION AND AMENDMENT OF PLAN. The Board of Directors of the 
Company may amend, terminate or suspend the Plan at any time, in its sole and 
absolute discretion; provided, however, to the extent required to qualify the 
Plan under Rule 16b-3 promulgated under Section 16 of the Securities Exchange 
Act of 1934, as amended, no amendment shall be made more than once every six 
months that would change the amount, price or timing of the Initial and Annual 
Grants, other than to comport with changes in the Internal Revenue Code of 1986, 
as amended, the Employee Retirement Income Security Act or the rules and 
regulations promulgated thereunder; and provided, further, to the extent 
required to qualify the Plan under Rule 16b-3, no amendment that would (a) 
materially increase the number of shares of the Stock that may be issued under 
the Plan, 
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(b) materially modify the requirements as to eligibility for participation in 
the Plan, or (c) otherwise materially increase the benefits accruing to 
participants under the Plan, shall be made without the approval of the Company's 
stockholders. 
 
         19. WRITTEN AGREEMENT. Each Option granted hereunder shall be embodied 
in a written agreement, which shall be subject to the terms and conditions of 
this Plan and shall be signed by the Optionee and by the Chairman of the Board, 
the Vice Chairman, the President or any Vice President of the Company for and in 
the name and on behalf of the Company. 
 
         20. INDEMNIFICATION OF BOARD. With respect to administration of the 
Plan, the Company shall indemnify each present and future member of the Board of 
Directors against, and each member of the Board of Directors shall be entitled 
without further act on his part to indemnity from the Company for, all expenses 
(including the amount of judgments and the amount of approved settlements made 
with a view to the curtailment of costs of litigation, other than amounts paid 
to the Company itself) reasonably incurred by him in connection with or arising 
out of any action, suit, or proceeding in which he may be involved by reason of 
his being or having been a member of the Board of Directors, whether or not he 
continues to be a member of the Board of Directors at the time of incurring the 
expenses. However, this indemnity shall not include any expenses incurred by any 
member of the Board of Directors (a) in respect of matters as to which he shall 
be finally adjudged in any action, suit or proceeding to have been guilty of 
gross negligence or willful misconduct in the performance of his duty as a 
member of the Board of Directors, or (b) in respect of any matter in which any 
settlement is effected, to an amount in excess of the amount approved by the 
Company on the advice of its legal counsel. In addition, no right of 
indemnification under this Plan shall be available to or enforceable by any 
member of the Board of Directors unless, within 60 days after institution of any 
action, suit or proceeding, he shall have offered the Company, in writing, the 
opportunity to handle and defend same at its own expense. This right of 
indemnification shall inure to the benefit of the heirs, executors or 
administrators of each member of the Board of Directors and shall be in addition 
to all other rights to which a member of the Board of Directors may be entitled 
as a matter of law, contract, or otherwise. 
 
         21. FORFEITURES. Notwithstanding any other provision of this Plan, if, 
before or after termination of the Optionee's capacity as a director of the 
Company, there is an adjudication by a court of competent jurisdiction that the 
Optionee committed fraud, embezzlement, theft, commission of felony, or proven 
dishonesty in the course of his advisory relationship to the Company and its 
affiliates which conduct materially damaged the Company or its affiliates, or 
disclosed trade secrets of the Company or its affiliates, then any outstanding 
options which have not been exercised by Optionee shall be forfeited. In order 
to provide the Company with an opportunity to enforce this Section, an Option 
may not be exercised if a lawsuit alleging that an action described in the 
preceding sentence has taken place until a final resolution of the lawsuit 
favorable to the Optionee. 
 
         22. GENDER. If the context requires, words of one gender when used in 
this Plan shall include the others and words used in the singular or plural 
shall include the other. 
 
         23. HEADINGS. Headings are included for convenience of reference only 
and do not constitute part of the Plan and shall not be used in construing the 
terms of the Plan. 
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         24. GOVERNING LAW. The provisions of this Plan shall be construed, 
administered, and governed under the laws of the State of Texas. 
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