
SPACEHAB INC \WA\
Form DEF 14A
March 03, 2008

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A
(Rule 14a-101)

Schedule 14A Information

Proxy Statement Pursuant to Section 14(a) of
the Securities Exchange Act of 1934 (Amendment No.     )

Filed by the Registrant  x

Filed by a Party other than the Registrant  o

Check the appropriate box:
o Preliminary Proxy Statement
o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
x Definitive Proxy Statement
o Definitive Additional Materials
o Soliciting Material Pursuant to §240.14a-12

SPACEHAB, Incorporated
(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):
x No fee required.
o Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant
to Exchange Act Rule 0-11 (set forth the amount on which the filing fee is
calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

o Fee paid previously with preliminary materials.
o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the

offsetting fee was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and
the date of its filing.
(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

1



Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

2



NOTICE OF 2007 ANNUAL MEETING OF STOCKHOLDERS

March 3, 2008

To the Stockholders of SPACEHAB, Incorporated:

You are cordially invited to attend the Annual Meeting of Stockholders for SPACEHAB, Incorporated (the �Company� or �SPACEHAB�) to be held
at the Company�s principal executive offices located at 12130 Highway 3, Building 1, Webster, Texas 77598 on March 27, 2008, at 9:00 a.m.
(Houston time). Information about the meeting, the nominees for directors, and the proposals to be considered are presented in the Notice of
Annual Meeting and the proxy statement on the following pages.

At the meeting you will be asked to consider and vote on the following matters: (i) to elect seven directors to the Company�s Board of Directors,
each for a one-year term expiring at the 2008 Annual Meeting of Stockholders; (ii) to ratify the appointment of PMB Helin Donovan, LLP as
independent registered public accountants for the Company; (iii) to approve the SPACEHAB, Incorporated 2008 Stock Incentive Plan; and
(iv) to transact such other business as may properly come before the meeting and any adjournment thereof.

The Board of Directors has approved these proposals and the Company urges you to vote in favor of these proposals and such other matters as
may be submitted to you for a vote at the meeting.

The Board of Directors has fixed the close of business on February 19, 2008 as the record date for determining Stockholders entitled to notice of,
and to vote at, the Annual Meeting.

This proxy statement and accompanying proxy card are being mailed to you along with the Company�s Annual Report on Form 10-K. The
Form 10-K for our fiscal year 2007 ended June 30, 2007 includes Amendment 1 filed on Form 10-K/A on December 3, 2007, that incorporates
the Company�s director and officer compensation information required pursuant to Item 8 of the SEC�s proxy rules and Amendment 2 filed on
Form 10-K/A on February 28, 2008, that incorporates certain reclassifications as explained in the Explanatory Note thereto.
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Your participation in the Company�s affairs is important regardless of the number of shares you hold. To ensure your representation at the
meeting, the Company urges you to mark, sign, date, and return the enclosed proxy card promptly even if you anticipate attending in person. If
you attend, you will, of course, be entitled to vote in person.

Thank you for your assistance in returning your proxy card promptly.

By Order of the Board of Directors,

Brian K. Harrington

Senior Vice President and

Chief Financial Officer

Secretary and Treasurer

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU INTEND TO BE PRESENT AT THE MEETING, PLEASE
MARK, SIGN, AND DATE THE ENCLOSED PROXY AND RETURN IT IN THE ENCLOSED ENVELOPE TO ASSURE
THAT YOUR SHARES ARE REPRESENTED AT THE MEETING. IF YOU ATTEND THE MEETING, YOU MAY
VOTE IN PERSON IF YOU WISH TO DO SO, EVEN IF YOU HAVE PREVIOUSLY SUBMITTED YOUR PROXY.
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PROXY STATEMENT

GENERAL INFORMATION

This proxy statement is furnished in connection with the solicitation by the Board of Directors of SPACEHAB, Incorporated, (the �Company� or
�SPACEHAB�) a Washington corporation, of proxies to be voted at the Annual Meeting of Stockholders on March 27, 2008 at 9:00 a.m. (Houston
time), which is an Annual Meeting to be held at the Company�s Corporate Headquarters located at 12130 Highway 3, Building 1, Webster, Texas
77598 (the �Annual Meeting�). This proxy statement, the accompanying proxy card, and Annual Report on Form 10-K as amended, are first being
mailed to Stockholders on or about March 12, 2007.

At the meeting you will be asked to consider and vote on the following matters:

(i)  To elect seven directors to the Company�s Board of Directors, each for a one-year term expiring at the 2008
Annual Meeting of Stockholders;

(ii)  To ratify the appointment of PMB Helin Donovan, LLP as independent registered public accountants for the
Company;

(iii)  To approve the SPACEHAB, Incorporated 2008 Stock Incentive Plan; and

(iv)  To transact such other business as may properly come before the meeting and any adjournment thereof.

Record Date and Voting Securities

The Board of Directors has fixed the close of business on February 19, 2008 as the record date for the determination of
Stockholders entitled to notice of, and to vote at, the Annual Meeting. As of the record date, there were 13,707,296
shares of SPACEHAB�s common stock, no par value per share, outstanding. Holders of common stock are entitled to
notice of the Annual Meeting and to one vote per share of common stock owned as of the record date at the Annual
Meeting. No Stockholder shall be allowed to cumulate votes.
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Proxies

The Board of Directors is soliciting a proxy in the form accompanying this proxy statement for use at the Annual Meeting, and will not vote the
proxy at any other meeting. Mr. Barry A. Williamson and Mr. Thomas B. Pickens, III, or each acting individually, are the persons named as
proxies on the proxy card accompanying this proxy statement, who have been selected by the Board of Directors to serve in such capacity.
Mr. Williamson is a member of the Board of Directors and Mr. Pickens is Chairman of the Board of Directors and Chief Executive Officer.

Revocation of Proxies

Each Stockholder giving a proxy has the power to revoke it at any time before the shares represented by that proxy are voted. Revocation of a
proxy is effective when the Secretary of the Company receives either (i) an instrument revoking the proxy or (ii) a duly executed proxy bearing a
later date. Additionally, a Stockholder may change or revoke a previously executed proxy by voting in person at the Annual Meeting.

Voting of Proxies

Because many SPACEHAB Stockholders are unable to attend the Annual Meeting, the Board of Directors solicits proxies to give each
Stockholder an opportunity to vote on all matters scheduled to come before the meeting as set forth in this proxy statement. Stockholders are
urged to read carefully the material in this proxy statement, specify their choice on each matter by marking the appropriate boxes on the enclosed
proxy card, and sign, date, and return the card in the enclosed stamped envelope.

Each proxy that is (a) properly executed, (b) timely received by the Company before or at the Annual Meeting, and (c) not properly revoked by
the Stockholder pursuant to the instructions below, will be voted in accordance with the directions specified on the proxy and otherwise in
accordance with the judgment of the persons designated therein as proxies. If no choice is specified and the proxy is properly signed and
returned, the shares will be voted by the persons named as proxies in accordance with the recommendations of the Board of Directors contained
in this proxy statement.

2
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Dissenters� Rights of Appraisal

Under Washington corporate law, our Stockholders are not entitled to appraisal rights with respect to the proposals being voted on at the Annual
Meeting, and we will not independently provide our Stockholders with any such rights.

Quorum; Method of Tabulation

The holders of at least one-third of all issued and outstanding shares of common stock entitled to vote at the Annual Meeting, whether present in
person or represented by proxy, will constitute a quorum. The election of the seven directors to be elected by the holders of common stock
requires the vote of a plurality of the shares of common stock represented at the meeting. The vote of the majority of the outstanding shares of
common stock, present (in person or by proxy) and entitled to vote at the meeting voting together, is required  to ratify the appointment of PMB
Helin Donovan, LLP as independent registered public accountants for the Company. The affirmative vote of a majority of the shares of common
stock (present or represented by proxy), entitled to vote, is required to approve the 2008 Stock Incentive Plan.

One or more inspectors of election appointed for the meeting will tabulate the votes cast in person or by proxy at the Annual Meeting, and will
determine whether or not a quorum is present. The inspectors of election will treat abstentions as shares that are present and entitled to vote for
purposes of determining the presence of a quorum, but as unvoted for purposes of determining the approval of any matter submitted to the
Stockholders for a vote. Therefore, abstentions will be the equivalent of a �no� vote for matters being voted upon at the Annual Meeting.

Many of the Company�s shares of common stock are held in �street name,� meaning that a depository, broker-dealer or other financial institution
holds the shares in its name, but such shares are beneficially owned by another person. Generally, a street name holder must receive direction
from the beneficial owner of the shares to vote on issues other than routine stockholder matters such as the election of directors or ratification of
auditors. If a broker indicates on a proxy that it does not have discretionary authority as to certain shares to vote on a particular matter, those
shares will not be considered present and entitled to vote at the Annual Meeting for such matter. Accordingly, broker non-votes will be the
equivalent of a �no� vote for purposes of the proposals being voted upon at the Annual Meeting and will have the practical effect of reducing the
number of affirmative votes required to achieve a majority vote by reducing the total number of votes cast from which the majority is calculated.

Form 10-K

Stockholders may obtain, without charge, a copy of the Company�s 2007 Annual Report on Form 10-K for the fiscal year ended June 30, 2007 as
filed with the Securities and Exchange Commission (�SEC�) on September 21, 2007 and amended on December 3, 2007 and February 28, 2008.
For copies, please contact Investor Relations at the address of the Company�s principal executive office: SPACEHAB, Inc., 12130 Highway 3,
Building 1, Webster, Texas 77598. The Form 10-K is also available to the public through the SEC�s website at www.sec.gov and through the
Company�s website at www.spacehab.com.

3
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PROPOSAL 1 � ELECTION OF DIRECTORS

A Board of seven directors will be elected at the Annual Meeting. All directors shall hold office until the next Annual Meeting of Stockholders
and until their successors are duly elected and qualified. The Company�s articles of incorporation authorize the Board of Directors from time to
time to determine the number of its members. Vacancies in unexpired terms and any additional director positions created by Board action may
be filled by action of the existing Board of Directors at that time, and any director who is appointed in this fashion will serve until the next
Annual Meeting of Stockholders and until a successor is duly elected and qualified.

The nominees for whom the enclosed proxy is intended to be voted are set forth on the following pages. It is contemplated that all nominees will
be available for election, but if one or more is not, the proxy will be voted in accordance with the best judgment of the proxy holder for such
person or persons as may be designated by the Board of Directors unless the Stockholder has directed otherwise. On December 31, 2006,
Mr. Michael E. Kearney, Director, President and Chief Executive Officer retired from the Company; on July 31, 2007, Dr. Edward David
resigned as a director of the Company; on August 28, 2007, Dr. Stefan Graul resigned from the Board of Directors; on October 16, 2007, Myron
J. Goins resigned as a director of the Company; and, on December 4, 2007, Roscoe M. Moore, III resigned as a director. On January 23, 2008,
the Board met and resolved to increase the number of directors to seven and appointed Lance W. Lord, R. Scott Nieboer, John A. Oliva, and
William F. Readdy to the Board of Directors to serve until the Annual Meeting of Stockholders.

For information on the Company�s director and officer compensation, please see the Company�s Form 10K/A filed with the SEC on
December 3, 2007, which is incorporated herein by reference.

4
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Directors and Nominees Principal Occupation

Age as of
October 31,

2007
Director

Since

Mark Adams Founder, President and CEO, Advocate MD Financial
Group, Inc.

46 2007

Thomas B. Pickens, III Chief Executive Officer of SPACEHAB, Inc. 50 2004

Barry A. Williamson CEO and Director of Opal Energy Corp. 50 2004

General (Ret.) Lance W. Lord CEO, Lance Lord and Associates, LLC 61 2008

R. Scott Nieboer Manager, Trace Management, LLC Chief Manager,
Curtiswood Capital

46 2008

John A. Oliva Managing Principal, Capital City Advisors, Inc. 52 2008

William F. Readdy Founder, Discovery Partners, International LLC 56 2008

Mark Adams

Mr. Adams founded Advocate, MD Financial Group, Inc., a leading Texas-based medical liability insurance holding company, in July 2003.
Since July 2003, Mr. Adams has served as its Chairman, President, and Chief Executive Officer. He is also a founding partner in several other
companies including the Endowment Development Group, a Houston-based life insurance company specializing in placing large multimillion
dollar life insurance policies throughout the U.S. market. After his career with global public companies such as Xerox and Johnson & Johnson
(1985-1988), beginning in 1988, Mr. Adams then spent the next 12 years at Bostik Adhesives where he served in senior management, sales and
strategic business roles for their worldwide markets in North America, Latin America, Asia, and Europe. In 1997, Mr. Adams then served as
Global Sales Director for Bostik and General Manager of Nitta-Findley Company based in Osaka, Japan and later joined Ward Adhesives, Inc.
as a minority owner, General Manager, and Vice President of Sales and Marketing.

Thomas B. Pickens, III

Mr. Pickens was named SPACEHAB�s Chief Executive Officer in January 2007 and Chairman in February 2008. In 1985, Mr. Pickens founded
T.B. Pickens & Co., a company that provides consulting services to corporations, public institutions, and start-up organizations, as well as the
Managing Partner and Founder of Tactic Advisors, Inc., a company specializing in corporate turnarounds on behalf of creditors and investors
that have aggregated to over $20 billion in value. Since 1985, Mr. Pickens has served as President of T.B. Pickens & Co. From 1991 to 2002,
Mr. Pickens was the Founder and Chairman of U.S. Utilities, Inc., a company which operated 114 water and sewer utilities on behalf of various
companies affiliated with Mr. Pickens. From 1995 to 1999, Mr. Pickens directed over 20 direct investments in various venture capital
investments and was Founder and Chairman of the Code Corporation. From 1988 to 1993, Mr. Pickens was the Chairman of Catalyst Energy
Corporation and was Chairman of United Thermal Corporation (NYSE). Mr. Pickens was also the President of Golden Bear Corporation, Slate
Creek Corporation, Eury Dam Corporation, Century Power Corporation, and Vidilia Hydroelectric Corporation. From 1982 to 1988,
Mr. Pickens founded Beta Computer Systems, Inc., and Sumpter Partners, and was the General Partner of Grace Pickens Acquisition L.P.
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Barry A. Williamson

Mr. Williamson served as SPACEHAB�s Chairman of the Board from 2006 to 2008. Mr. Williamson is a CEO and Director of Opal Energy
Corp. (OPA.V). Mr. Williamson has been a practicing attorney since 1999. Since 2005, Mr. Williamson has also been a director of Wilson
Holdings, Inc. Mr. Williamson is an Executive Board Member and past Chairman of the Board of Austin Smiles, a not-for-profit organization
that provides reconstructive plastic surgery for children with complex birth defects. In 1988, he worked for the Reagan administration as the
principal advisor to the U.S. Secretary of Energy in the formulation of a national energy policy. During the administration of former President
George H.W. Bush, Mr. Williamson served as Director of the Minerals Management Service for the U.S. Department of Interior. In 1992,
Mr. Williamson was elected to the Texas Railroad Commission and served as Chairman from 1994 to 1995.

5
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General (Ret.) Lance W. Lord

General Lance W. Lord, former Commander, Air Force Space Command, Peterson Air Force Base, Colorado, served in the Air Force from 1969
until his retirement in April 2006. He was responsible for the development, acquisition and operation of the Air Force�s space and missile
systems. The general oversaw a global network of satellite command and control, communications, missile warning and launch facilities, and
ensured the combat readiness of America�s intercontinental ballistic missile force. He led more than 39,700 space professionals who provide
combat forces and capabilities to North American Aerospace Defense Command and U.S. Strategic Command. Since his retirement in
April 2006, General Lord has been a defense policy and strategic planning consultant through his company, Lance Lord and Associates, LLC.
General Lord also serves as a director on the board of Carrier Access Corporation, Sutter Construction Company, Compudyne Corporation, and
is on the board of trustees of Memorial Hospital in Colorado Springs, Colorado.

Among several major awards and decorations, General Lord is the recipient of the Distinguished Service Medal with oak leaf cluster, the Legion
of Merit with two oak leaf clusters, the Defense Meritorious Service Medal, Air Force Commendation Medal with oak leaf cluster, the National
Defense Service Medal with two bronze stars, and the Humanitarian Service Medal. He was also the recipient of the Secretary of the Air Force
Leadership Award, the Space Champion Award and the Order of the Sword, Air Force Space Command.

R. Scott Nieboer

Since 2002, Mr. Nieboer has been a Manager of Trace Management, LLC, which manages Trace Partners, LP, an investment partnership.

From 2004 to 2007, Mr. Nieboer served on the Board of Directors of American Ironhorse Motorcycle Company serving as the Audit Committee
Chair and on the Governance Committee. Mr. Nieboer has been the Chief Executive Officer for 5th Market, Inc., which specializes in electronic
trading systems for institutional investors, from 1998 to present.

Mr. Nieboer held the position of trader of convertible securities and U.S. equities for ten years, from 1988 to 1998, at J.C. Bradford & Co., an
investment-banking firm located in Nashville, Tennessee. He also held the title of Partner and was manager of the firm�s proprietary arbitrage
trading operations during most of that time. Prior to J.C. Brandford & Co., Mr. Nieboer worked for two years for Merrill Lynch & Co., in New
York in the Mortgage Backed Securities and Asset Backed Securities departments.

John A. Oliva

John A. Oliva has 26 years of experience in the private equity, investment banking, capital markets, branch management, and asset management
sectors. Since 2002, Mr. Oliva has been the Managing Principal of Capital City Advisors Inc. (CCA), a NASD/FINRA registered broker/dealer
and independent investment banking and advisory firm. Since 2002, CCA has provided financial advisory services, including
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mergers/acquisitions and raising expansion capital to select mid-tier companies. Mr. Oliva also co-manages the Indo-American Growth Fund, a
private equity fund specializing in private Indian companies, a position he has held since 2007.

Mr. Oliva has eight NASD/FINRA licenses including the Managing Principal and Financial Principal licenses. Prior to joining CCA, he worked
for Morgan Stanley & Co and served as an advisor to their Private Wealth Management group, developing, reviewing and implementing
solutions for investment banking clients, and was a group manager. Mr. Oliva was nationally recognized for achievements while at Morgan
Stanley & Co and Shearson/Lehman Brothers in the asset management and investment banking sector. He performed similar key roles at
Interstate/Johnson Lane and The Robinson Humphrey Company. Mr. Oliva also worked on the floor of the New York Stock Exchange.

William F. Readdy

From 1974 to 2005, William F. Readdy served the United States as a naval aviator, pilot astronaut, military officer, and civil service executive.
In 2005, Mr. Readdy established Discovery Partners, International LLC, a consulting firm to provide strategic planning, risk management, safety
and emerging technology solutions to aerospace and high-tech industries.

He served as a test pilot and instructor between carrier deployments to the North Atlantic, Caribbean and Mediterranean in the late 1970s and
early 1980s. Mr. Readdy joined the National Aeronautics and Space Administration (NASA) in 1986 and in 1987 became a member of the
astronaut corps, but continued his military service in the Naval Reserve, attaining the rank of captain before retiring in 2000.

6
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Mr. Readdy logged more than 672 hours in space on three shuttle missions. He commanded his third flight, docking space shuttle Atlantis at the
Russian space station Mir in 1996 and oversaw the first exchange of American astronaut researchers living aboard the Russian outpost.

In 2001, Mr. Readdy was appointed as NASA�s associate administrator for space operations and moved to Washington D.C. Following the loss
of space shuttle Columbia in February 2003, Mr. Readdy chaired NASA�s Space Flight Leadership Council, and oversaw the agency�s recovery
from the accident and the shuttle�s successful return to flight in July 2005.

Mr. Readdy was honored as a Meritorious Rank Executive by President Bush in 2003 and in 2005 was awarded NASA�s highest honor, the
Distinguished Service Medal for the second time.  He has also been the recipient of NASA�s Outstanding Leadership Medal three times and the
Exceptional Service Medal twice.  In addition he is the recipient of numerous national and international aviation and space awards, and has been
recognized for his contributions to aerospace safety.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR THE ELECTION OF EACH NOMINEE FOR
DIRECTOR NAMED ABOVE.

7
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The Board of Directors and its Committees

Director Nomination Process

SPACEHAB�s director nominees are approved by the Board after considering the recommendation of the Corporate Governance and Nominating
Committee. A copy of the Corporate Governance and Nominating Committee�s charter is available in the �Investor Info� section of the Company�s
website at www.spacehab.com.

A Board of seven directors will be elected at the Annual Meeting. The Company�s Articles of Incorporation provide that, with respect to any
vacancies or newly created directorships, the Board will nominate such individuals as may be specified by a majority vote of the then sitting
directors.

Regarding nominations for directors, the Corporate Governance and Nominating Committee identifies nominees in various ways. The
Committee considers the current directors that have expressed interest in, and that continue to satisfy, the criteria for serving on the Board as
established by the Committee. Other nominees may be proposed by current directors, members of management, or by Stockholders. From time
to time, the Committee may engage a professional firm to identify and evaluate potential director nominees, but has not paid any of such fees to
date. The Corporate Governance and Nominating Committee considers the Board at a strategic level looking for industry and professional
experience that complements the Company�s goals and direction. The Committee has established certain criteria it considers as guidelines in
considering nominations for the Board of Directors. The criteria include:

•  the candidate�s independence;

•  the candidate�s depth of business experience;

•  the candidate�s availability to serve;

•  the candidate�s integrity and personal and professional ethics;

•  the balance of the business experience on the Board as a whole; and

•  the need for specific expertise on the Board.

The criteria are not exhaustive and the Corporate Governance and Nominating Committee and the Board of Directors may consider other
qualifications and attributes which they believe are appropriate in evaluating the ability of an individual to serve as a member of the Board of
Directors. The Corporate Governance and Nominating Committee�s goal is to assemble a Board of Directors that brings to the Company a variety
of perspectives and skills derived from high quality business and professional experience. In order to ensure that the Board consists of members
with a variety of perspectives and skills, the Corporate Governance and Nominating Committee has not set any minimum qualifications and also
considers candidates with appropriate non-business backgrounds. Other than ensuring that at least one member of the Board is a financial expert
and a majority of the Board members meet all applicable independence requirements, the Corporate Governance and Nominating Committee
does not have any specific skills that it believes are necessary for any individual director to possess. Instead, the Committee evaluates potential
nominees based on the contribution such nominee�s background and skills could have upon the overall functioning of the Board.
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All of the director nominees set forth in this Proxy Statement and the accompanying proxy card are current directors standing for re-election.

For purposes of the 2008 Annual Meeting, the Committee will consider any nominations received by the Secretary from a Stockholder of record
on or before November 13, 2008 (the 120th calendar day before the one-year anniversary date of the release of these proxy materials to
Stockholders). Any such nomination must be accompanied in writing by all information relating to such person that is required under the federal
securities laws, including such person�s written consent to be named in the Proxy Statement as a nominee and to serving as a director, if elected,
and to a background check. The nominating Stockholder must also submit their name and address, as well as that of the beneficial owner if
applicable, and the class and number of shares of SPACEHAB Common Stock that are owned beneficially and of record by such Stockholder
and such beneficial owner. Finally, the nominating Stockholder must discuss the nominee�s qualifications to serve as a director.

Director Attendance at Annual Stockholders Meeting

Board members are expected to attend the Annual Stockholders Meeting. All of the members of the Board of Directors then in office, which
totaled seven members, attended last year�s Annual Meeting of Stockholders held on December 12, 2006, with the exception of Dr. Stefan-Fritz
Graul.

In fiscal year 2007, there were ten meetings of the Board of Directors (including regularly scheduled and special meetings). During fiscal year
2007 each director of the Company attended greater than 75% of the aggregate number of

8
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meetings of the Board of Directors held during the applicable period for which he was a director. The auditors were in attendance at all Audit
Committee meetings and the 2006 Annual Meeting of Stockholders.

Affirmative Determinations Regarding Director Independence and Financial Experts

The Board of Directors has determined each of the following directors to be an �independent director� as such term is defined by
Rule 4200(a) (15) of the NASD:

Mark Adams

Gen. (Ret.) Lance Lord

R. Scott Nieboer

John A. Oliva

William F. Readdy

Barry A. Williamson

The Board of Directors has also determined that each member of the Audit Committee, the Compensation Committee, and the Corporate
Governance and Nominating Committee during the past fiscal year and the proposed nominees for the upcoming fiscal year meets the
independence requirements applicable to those Committees prescribed by NASD and SEC rules.

Committees of the Board of Directors

The separately-designated committees of the Board of Directors consist of the Audit Committee, Compensation Committee, and Corporate
Governance and Nominating Committee. During fiscal year 2007, each director of the Company attended greater than 75% of meetings held by
all committees of the Board on which he served during the periods that he served. Information concerning the committees is set forth below.

The Audit Committee is composed solely of independent directors that meet the requirements of NASD and SEC rules and
operates under a written charter adopted by the Audit Committee and approved by the Board of Directors on May 13,
2004. The charter is available on the Company�s website which is www.spacehab.com. The Audit Committee is
responsible for appointing and compensating a firm of independent registered public accountants to audit the
Company�s financial statements, as well as oversight of the performance and review of the scope of the audit
performed by the Company�s independent registered public accountants. The Audit Committee also reviews audit
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plans and procedures, changes in accounting policies, and the use of the independent registered public accountants for
non-audit services. As of the end of fiscal year 2007, the Audit Committee consisted of Mr. Goins (Chairman),
Mr. Williamson, and Mr. Adams. During fiscal year 2007, the Audit Committee met seven times.  Mr. Goins has since
resigned from the Board of Directors. Upon Mr. Goins resignation, Mr. Williamson became Chairman of the Audit
Committee and Mr. Adams was a director on the Audit Committee. The Board of Directors has determined that John
A. Oliva met the qualification guidelines as an �audit committee financial expert� as such term is defined in Item
407(d)(5)(ii) of Regulation S-K promulgated by the SEC. As of February 15, 2008, the Audit Committee consists of
Mr. John Oliva (Chairman), Mr. Mark Adams, and Mr. Scott Nieboer.

The Compensation Committee is composed solely of independent directors that meet the requirements of NASD and SEC
rules and operates under a written charter adopted by the Compensation Committee and approved by the Board of
Directors on May 13, 2004, and amended on May 12, 2005. The charter is available on the Company�s website which
is www.spacehab.com. The Compensation Committee is responsible for determining the compensation and benefits of
the Chief Executive Officer and all executive officers of the Company and establishing general policies relating to
compensation and benefits of employees of the Company. The Compensation Committee also administers the
Company�s 1994 Stock Incentive Plan, the 1995 Directors� Stock Option Plan, and the Employee Stock Purchase Plan
in accordance with the terms and conditions set forth in those plans. As of the end of fiscal year 2007 the
Compensation Committee consisted of Mr. Williamson (Chairman), Dr. David, and Mr. Goins. During fiscal year
2007, the Compensation Committee met three times.  Dr. David and Mr. Goins have since resigned from the Board of
Directors. As of February 15, 2008, the Compensation Committee consists of Mr. Mark Adams (Chairman),
Mr. William Readdy, and Mr. John Oliva.

Compensation Consultant

In February 2007 the Compensation Committee engaged Strategic Compensation Research Associates (�SCRA�) as a compensation consultant to
assist the Compensation Committee with its review and development of its compensation strategy and practices and with administration of the
Company�s compensation programs. Specifically, SCRA performed market analyses of executive compensation practices from which it
presented data to the Compensation

9
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Committee as to the form and amount of executive compensation for the Company�s Board of Directors, Chief Executive Officer, key executive
officers, and other executives. SCRA is independent of the Company, reports directly to the Compensation Committee, and has no other
business relationship with the Company other than assisting the Compensation Committee with its executive compensation practices.

The Corporate Governance and Nominating Committee was created by the Board of Directors on February 17, 2004. The
Corporate Governance and Nominating Committee�s charter was adopted by the Committee and approved by the
Board on May 13, 2004. The charter is available on the Company�s website which is www.spacehab.com. The primary
purpose of the Corporate Governance and Nominating Committee is to provide oversight on the broad range of issues
surrounding the composition and operation of the Board of Directors, including identifying individuals qualified to
become Board members and recommending to the Board director nominees for the next Annual Meeting of
Stockholders. Directors who are members of the Corporate Governance and Nominating Committee are independent
directors that meet the requirements of NASD and SEC rules. As of the end of fiscal year 2007 the Corporate
Governance and Nominating Committee consisted of Mr. Adams (Chairman), Dr. David, and Mr. Goins. During fiscal
year 2007, the Corporate Governance and Nominating Committee met three times. Dr. David and Mr. Goins have
since resigned from the Board of Directors. As of February 15, 2008, the Corporate Governance and Nominating
Committee consists of Mr. Mark Adams (Chairman), Mr. Barry Williamson, and General (Ret.) Lance Lord.

10
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PROPOSAL 2 � APPOINTMENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTANTS

General

The Audit Committee has appointed the firm of PMB Helin Donovan, LLP as independent registered public accountants for fiscal year 2008.
The Board of Directors recommends that the Stockholders ratify this appointment. Ratification requires the affirmative vote of a majority of the
shares of common stock represented at the Annual Meeting in person or by proxy and entitled to vote on the matter. The persons named in the
accompanying proxy card intend to vote for ratification of such appointment unless instructed otherwise on the proxy card.

Although there is no requirement that the Company submit the appointment of independent registered public accountants to Stockholders for
ratification or for the appointed auditors to be terminated if the ratification fails, the Audit Committee will consider the appointment of other
independent registered public accountants if the Stockholders choose not to ratify the appointment of PMB Helin Donovan, LLP. The Audit
Committee may terminate the appointment of PMB Helin Donovan, LLP as the Company�s independent registered public accountants without
the approval of the Stockholders whenever the Audit Committee deems such termination appropriate.

In making its recommendation to ratify the appointment of PMB Helin Donovan, LLP as the Company�s independent registered public
accountants for the fiscal year ending June 30, 2008, the Audit Committee has considered whether the provision of non-audit services by PMB
Helin Donovan, LLP is compatible with maintaining the independence of PMB Helin Donovan, LLP.

Representatives of PMB Helin Donovan, LLP are expected to be present at the Annual Meeting and will have the opportunity to make such
statements as they may desire. They are also expected to be available to respond to appropriate questions from the Stockholders present.

Audit Fees

The aggregate fees billed for each of the last two fiscal years for professional services rendered by the principal accountant for the audit of the
Company�s annual financials and review of financials contained in the Company�s Form 10-Q were $232,800 for fiscal year ended June 30, 2006
and $130,397 for fiscal year ended June 30, 2007.

Audit-Related Fees

There were no audit-related fees billed by or to be billed by the Company�s principal accountants for fiscal years ended June 30, 2007 or 2006.

Tax Fees
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PMB Helin Donovan, LLP did not provide tax related services to the Company during fiscal year 2007.

All Other Fees

Prior to engagement as principal accountants, PMB Helin Donovan prepared a report on Applying Agreed-upon Procedures to projected cash
flow for the Company. Fees for this service totaled $15,281, which represents all other fees for fiscal year 2007.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR THE RATIFICATION OF THE APPOINTMENT
OF PMB HELIN DONOVAN, LLP AS INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS OF THE COMPANY FOR THE
FISCAL YEAR ENDING JUNE 30, 2008.

11
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PROPOSAL 3 � APPROVAL OF THE SPACEHAB, INCORPORATED
2008 STOCK INCENTIVE PLAN

At a meeting held on February 15, 2008, the Board of Directors of the Company approved the SPACEHAB, Incorporated 2008 Stock Incentive
Plan (the �2008 Stock Incentive Plan�), subject to the approval of the Stockholders of the Company. At the Annual Meeting, Stockholders will be
asked to approve and ratify the adoption of the 2008 Stock Incentive Plan. The Board of Directors believes that the approval of the 2008 Stock
Incentive Plan is in the best interests of the Company and its Stockholders. The 2008 Stock Incentive Plan will authorize the Board of Directors
to award grants at any time following the effective date of the 2008 Stock Incentive Plan. Accordingly, Stockholder approval of the 2008 Stock
Incentive Plan will constitute approval of all awards made under the 2008 Stock Incentive Plan without further approval from the Stockholders,
except as may be required by the 2008 Stock Incentive Plan.

The 2008 Stock Incentive Plan is in addition to the Company�s existing stock option plans. See �Executive Compensation � Stock-Based Incentive
Compensation Plans.�

The purpose of the 2008 Stock Incentive Plan is to foster and promote the long-term financial success of the Company and to increase
Stockholder value by attracting, motivating and retaining key employees, consultants and directors and providing such participants in the 2008
Stock Incentive Plan with a program for obtaining an ownership interest in the Company that links and aligns their personal interests with those
of the Company�s Stockholders, thus enabling such participants to share in the long-term growth and success of the Company. To accomplish
these goals, the 2008 Stock Incentive Plan permits the granting of incentive stock options, non-statutory stock options, stock appreciation rights,
restricted stock, restricted stock units, performance awards payable in cash or common stock, and other incentive awards, some of which may
require the satisfaction of performance-based criteria in order to be payable to participants. If approved, the 2008 Stock Incentive Plan will be an
important component of the total compensation package offered to employees, consultants and directors, reflecting the importance that the
Company places on motivating and rewarding superior results with long-term, performance-based incentives.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE FOR THE PROPOSAL TO
APPROVE THE SPACEHAB, INCORPORATED 2008 STOCK INCENTIVE PLAN.

12
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DESCRIPTION OF THE 2008 STOCK INCENTIVE PLAN

This section summarizes the material terms of the 2008 Stock Incentive Plan.  For additional details regarding the 2008 Stock Incentive Plan you
should refer to the full text of the 2008 Stock Incentive Plan, a copy of which is attached to this proxy statement as Appendix A. This summary
is qualified in its entirety by reference to the 2008 Stock Incentive Plan.

Administration.  The 2008 Stock Incentive Plan is administered by the Compensation Committee of the Board of Directors (�Committee�). 
Members of the Committee must qualify as �outside directors� under Section 162(m) of the Internal Revenue Code of 1986 and as �non-employee
directors� under Rule 16b-3 promulgated under the Securities Exchange Act of 1934.  Subject to the terms of the 2008 Stock Incentive Plan, the
Committee has the power to select the persons eligible to receive awards under the 2008 Stock Incentive Plan, the type and amount of incentive
awards to be awarded, and the terms and conditions of such awards.  The Committee may delegate its authority under the 2008 Stock Incentive
Plan described in the preceding sentence to officers of the Company, but may not delegate its authority to grant awards under the 2008 Stock
Incentive Plan or take any action in contravention of Rule 16b-3 promulgated under the Securities Exchange Act of 1934 or the
performance-based compensation exception under Section 162(m) of the Internal Revenue Code.  The Committee also has the authority to
interpret the 2008 Stock Incentive Plan, and to establish, amend or waive rules necessary or appropriate for the administration of the 2008 Stock
Incentive Plan.

Eligibility.  Any employee or consultant of the Company (or its subsidiary) or a director of the Company who, in the opinion of the Committee,
is in a position to contribute to the growth, development or financial success of the Company, is eligible to participate in the 2008 Stock
Incentive Plan.   In any calendar year, no covered employee described in Section 162(m) of the Internal Revenue Code may be granted (in the
case of stock options and stock appreciation rights), or have vest (in the case of restricted stock or other stock-based awards), awards relating to
more than 1,000,000 shares of common stock, and the maximum aggregate cash payout with respect to incentive awards paid in cash to such
covered employees may not exceed $10,000,000.

Shares Subject to the 2008 Stock Incentive Plan.  The maximum number of shares of the Company�s common stock, no par value, that may be
delivered pursuant to awards granted under the 2008 Stock Incentive Plan is 5,500,000 shares of common stock.  Any shares subject to an award
under the 2008 Stock Incentive Plan that are forfeited or terminated, expire unexercised, lapse or are otherwise cancelled in a manner such that
the shares of common stock covered by such award are not issued may again be used for awards under the 2008 Stock Incentive Plan.  A
maximum of 5,500,000 shares of common stock may be issued upon exercise of incentive stock options.  The maximum number of shares
deliverable pursuant to awards granted under the 2008 Stock Incentive Plan is subject to adjustment by the Committee in the event of certain
dilutive changes in the number of outstanding shares.  Under the 2008 Stock Incentive Plan, the Company may issue authorized but unissued
shares, treasury shares, or shares purchased by the Company on the open market or otherwise.  In addition, the number of shares of common
stock available for future awards is reduced by the net number of shares issued pursuant to an award.

Limited Transferability of Awards.  Awards granted under the 2008 Stock Incentive Plan may not be sold, transferred, pledged or assigned,
except by will or the laws of descent and distribution or a qualified domestic relations order.  However, the Committee may, in its discretion,
authorize in the applicable award agreement the transfer, without consideration, of all or a portion of a nonstatutory stock option for the benefit
of immediate family members.

Amendment of the 2008 Stock Incentive Plan.  The Board of Directors has the power and authority to terminate or amend the 2008 Stock
Incentive Plan at any time; provided, however, the Board may not, without the approval of Stockholders:
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• other than as a result of a dilutive event, increase the maximum number of shares which may be issued under the 2008 Stock
Incentive Plan;

• amend the requirements as to the class of employees eligible to receive common stock under the 2008 Stock Incentive Plan;

• extend the term of the 2008 Stock Incentive Plan;

• increase the maximum limits on awards to covered employees as set for compliance with Section 162(m) of the Internal Revenue
Code; or

• decrease the authority granted to the Committee under the 2008 Stock Incentive Plan in contravention of Rule 16b-3 under the
Securities Exchange Act of 1934.

13
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In addition, to the extent that the Committee determines that the listing requirements of any national securities exchange or quotation system on
which the Company�s common stock is then listed or quoted, or the Internal Revenue Code or regulations promulgated thereunder, require
Stockholder approval in order to maintain compliance with such listing requirements or to maintain any favorable tax advantages, the 2008
Stock Incentive Plan will not be amended without approval of the Company�s Stockholders.  No amendment to the 2008 Stock Incentive Plan
may adversely affect, in any material way, any rights of a holder of an outstanding award under the 2008 Stock Incentive Plan without such
holder�s consent.

Change in Control.  Unless provided otherwise in the applicable award agreement, in the event of a change in control, all outstanding awards
shall become 100% vested, free of all restrictions, immediately and fully exercisable, and deemed earned in full and payable as of the day
immediately preceding the change in control.  A �change in control� generally means the occurrence of any one or more of the following events:

• The acquisition by any individual, entity or group of beneficial ownership of 50% or more of the Company�s common stock or
combined voting power;

• Individuals who constitute the Board of Directors of the Company as of the effective date of the 2008 Stock Incentive Plan, or
successors to such members approved by the then Board of Directors, cease for any reason to constitute at least a majority of the Board of
Directors;

• Approval by the Stockholders of the Company of a merger or the sale or other disposition of all or substantially all of the assets of
the Company; or

• The adoption of any plan or proposal for the liquidation or dissolution of the Company.

The then Board of Directors may determine that any of the events described above will not constitute a change in control under the 2008 Stock
Incentive Plan if deemed in the best interests of the Company.

Award Agreements and Term.  All awards under the 2008 Stock Incentive Plan will be authorized by the Committee and evidenced by an award
agreement setting forth the type of incentive being granted, the vesting schedule, and other terms and conditions of exercisability.  No stock
options may be exercisable for more than 10 years from the date of grant, or, in the case of an incentive stock option granted to an employee
who owns or is deemed to own more than ten percent of the Company�s common stock, five years from the date of grant.  In no event may
incentive stock options be granted after the expiration of 10 years from the effective date of the 2008 Stock Incentive Plan.

Stock Options.  A grant of a stock option entitles a participant to purchase from the Company a specified number of shares of common stock at a
specified price per share.  In the discretion of the Committee, stock options may be granted as non-statutory stock options or incentive stock
options, but incentive stock options may only be granted to employees.  The exercise price of each stock option is set by the Committee, but all
stock options granted under the 2008 Stock Incentive Plan must have an exercise price that is equal to or greater than 100% of the market value
as of the grant date of the shares covered by the option (except as described in this paragraph).  The 2008 Stock Incentive Plan does not allow
�discounted� stock options.  Thus, an individual would be able to profit from an option only if the fair market value of the Company�s common
stock increases after the option is granted and vests.  An exception may be made only for options that the Company grants to substitute for
options held by employees of companies that the Company acquires, in which case the exercise price preserves the economic value of the
employee�s cancelled stock option from his or her former employer.
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An option cannot be exercised until it vests.  The Committee establishes the vesting schedule at the time the option is granted.  Vesting typically
requires continued employment or service by the participant for a period of years.  A vested option may be exercised only before it expires.

The aggregate fair market value of the common stock with respect to which incentive stock options become first exercisable by any participant
during any calendar year cannot exceed $100,000.  The purchase price per share of common stock which may be purchased under an incentive
stock option must be at least equal to the fair market value of the Company�s common stock as of the grant date or, if the incentive stock option is
granted to an employee who owns or is deemed to own more than 10% of the Company�s common stock, 110% of the fair market value of the
common stock on the grant date.

The exercise price for shares of common stock acquired on exercise of a stock option must be made in full at the time of the exercise.  Payment
may be paid in cash, or, if approved by the Committee, delivery of shares of the Company�s common stock that have been held by the optionee
with a fair market value equal to the exercise price of the stock option, the withholding of shares that would otherwise be issuable upon exercise,
participation in a broker-assisted �cashless exercise� arrangement, or payment of any other form of consideration acceptable to the Committee.

14
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Stock Appreciation Rights (SARs). SARs are awards that are subject to vesting and payment of an exercise price, which provide a participant
the right to receive an amount of money equal to (1) the number of shares exercised, (2) times the amount by which the then-current value of the
Company�s common stock exceeds the exercise price.  The exercise price cannot be less that 100% of the fair market value of the common stock
on the date of grant.  Thus, an individual would be able to profit from an SAR only if the fair market value of the Company�s common stock
increases after the SAR is granted and vests.  Each SAR is subject to a vesting schedule established by the Committee and expires under the
same rules that apply to options.

Restricted Stock.  A grant of restricted stock is an award of shares of Company�s common stock subject to restrictions or limitations set forth in
the 2008 Stock Incentive Plan and in the related award agreement.  The award agreement for restricted stock will specify the time period during
which such award may be subject to forfeiture and any performance goals that must be met to remove any restrictions on such award.  Except for
limitations on transfer or other limitations set forth in the award agreement, holders of restricted stock have all of the rights of a Stockholder of
the Company, including the right to vote the shares, and, if provided in the award agreement, the right to receive any dividends.

Other Awards.  The Committee may grant to any participant other forms of awards payable in shares of the Company�s common stock or cash. 
The terms and conditions of such other form of award will be specified in the award agreement.  Such awards may be granted for no cash
consideration other than services already rendered, or for such other consideration as may be specified by the award agreement.

Performance-Based Awards.  Awards may be granted under the 2008 Stock Incentive Plan that are subject to the attainment of pre-established
performance goals over a specified performance period.  Performance-based awards may be payable in stock or cash.  Performance shares (also
referred to as �restricted stock units� or �stock awards�) and performance units result in a payment to the participant in shares or cash, as determined
by the Committee, if the performance goals and/or other vesting criteria (for example, continued service with the Company) set by the
Committee are satisfied.  The award agreement for a performance-based award will specify the performance period, the performance goals to be
achieved during the performance period, and the maximum or minimum settlement values.  Performance shares and performance units that are
settled in shares are very similar to awards of restricted stock, except that in the case of performance shares and performance units, any vested
shares are not issued until the payment date specified in the award.  In the case of an award of restricted stock, the shares are issued promptly
after the grant date but are subject to a vesting schedule.

Termination of Employment, Death, Disability and Retirement.  Unless otherwise provided in an award agreement, upon the termination of a
participant�s employment the non-vested portions of all outstanding awards will terminate immediately.  Subject to different provisions which
may be specified in any particular award agreement, the period during which vested awards may be exercised following a termination of
employment are described below.  If a participant�s employment is terminated for any reason other than as a result of death, disability, retirement
or for cause, the vested portion of such award is exercisable for the lesser of the expiration date set forth in the applicable award agreement or 90
days after the date of termination of employment.  In the event of the termination of participant�s employment for cause, all vested awards
immediately expire.  Upon a participant�s retirement, any vested award will expire on the earlier of the expiration date set forth in the award
agreement for such award or six months after the date of retirement (three months in the case of incentive stock options).  Upon the death or
disability of a participant, any vested award will expire on the earlier of the expiration date set forth in the award agreement or the one year
anniversary date of the participant�s death or disability.

Federal Income Tax Consequences

The following is a general summary, as of the date of this proxy statement, of the United States federal income tax consequences associated with
the grant of awards under the 2008 Stock Incentive Plan.  The federal tax laws may change and the federal, state and local tax consequences for
any participant will depend upon his or her individual circumstances, thus the tax consequences for any particular individual may be different. 
Also, this information may not be applicable to any employees of foreign subsidiaries or to participants who are not residents of the United
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States.

Nonstatutory Stock Options and Stock Appreciation Rights (SARs).  A participant receiving a nonstatutory stock option, or SAR that has been
issued with an exercise price not less than the fair market value of the Company�s common stock on the grant date, will not recognize income and
the Company will not be allowed a deduction at the time such an option is granted.  When a participant exercises a nonstatutory stock option or
SAR, the difference between the exercise price and any higher market value of the stock on the date of exercise will be ordinary income to the
participant and will be claimed as a deduction for federal income tax purposes by the Company.  When a participant
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disposes of shares acquired by the exercise of the option or SAR, any additional gain or loss will be a capital gain or loss.

Incentive Stock Options.  Incentive stock options granted under the 2008 Stock Incentive Plan are intended to meet the requirements of
Section 422 of the Internal Revenue Code.  A participant receiving a grant of incentive stock options will not recognize taxable income and the
Company will not be allowed a deduction at the time such an option is granted.  When a participant exercises an incentive stock option while
employed by the Company (or its subsidiary) or within the three-month (one year for disability) period after termination of employment, no
ordinary income will be recognized by the participant at that time (and no deduction will be allowed to the Company) but the excess of the fair
market value of the shares acquired by such exercise over the exercise price will be taken into account in determining the participant�s alternative
minimum taxable income for purposes of the federal alternative minimum tax applicable to individuals.  If the shares acquired upon exercise are
not disposed of until more than two years after the grant date and one year after the date of transfer of the shares to the participant (i.e., the
statutory holding periods), the excess of the sale proceeds over the aggregate option price of such shares will be long-term capital gain, and the
Company will not be entitled to any federal income tax deduction.  Except in the event of death, if the shares are disposed of prior to the
expiration of the statutory holding periods (i.e., a �Disqualifying Disposition�), the excess of the fair market value of such shares at the time of
exercise over the exercise price (but not more than the gain on the disposition if it is a transaction on which a loss, if sustained, would be
recognized) will be ordinary income at the time of such Disqualifying Disposition (and the Company will be entitled to a federal tax deduction
in a like amount), and the balance of any gain will be capital gain.  To the extent that the aggregate fair market value of stock (determined on the
grant date) with respect to which incentive stock options become exercisable for the first time during any calendar year exceeds $100,000, such
excess options will be treated as nonstatutory stock options.

Payment Using Shares.  If a participant pays the exercise price of a nonstatutory or incentive stock option with previously-owned shares of the
Company�s common stock, and the transaction is not a Disqualifying Disposition of an incentive stock option, the shares received equal to the
number of shares surrendered are treated as having been received in a tax-free exchange.  The shares received in excess of the number
surrendered will not be taxable if an incentive stock option is being exercised, but will be taxable as ordinary income to the extent of their fair
market value if a nonstatutory stock option is being exercised.  The participant does not recognize income and the Company receives no
deduction as a result of the tax-free portion of the exchange transaction.

Restricted Stock, Performance Units and Performance Shares.  A recipient of restricted stock, performance units or performance shares will
not have taxable income upon grant.  Instead, he or she will have ordinary income at the time of vesting equal to the fair market value on the
vesting date of the shares (or cash) received minus any amount paid for the shares.  For restricted stock only, a recipient may instead elect to be
taxed at the time of grant by making an election under Section 83(b) of the Internal Revenue Code.  When an award vests or otherwise ceases to
be subject to a substantial risk of forfeiture, the excess of the fair market value of the award on the vesting date or the cessation of the substantial
risk of forfeiture over the amount paid, if any, by the participant for the award will be ordinary income to the participant and deductible for
federal income tax purposes by the Company.  Upon disposition of the shares received, the gain or loss recognized by the participant will be
treated as capital gain or loss.

Certain Limitations on Deductibility of Executive Compensation.  With certain exceptions, Section 162(m) of the Internal Revenue Code
denies a deduction to a publicly held corporation for compensation paid to certain executive officers in excess of $1 million per executive per
taxable year (including any deduction with respect to the exercise of a nonstatutory stock option or stock appreciation right, or the disqualifying
disposition of stock purchased pursuant to an incentive stock option).  One such exception applies to certain performance-based compensation as
described in Section 162(m), provided that such compensation has been approved by Stockholders and certain other requirements are met.  If
approved by our Stockholders, we believe that the nonstatutory stock options and other performance-based awards granted under the 2008 Stock
Incentive Plan should qualify for the performance-based compensation exception to Section 162(m).

Section 409A.  Section 409A of the Internal Revenue Code provides certain new requirements for non-qualified deferred compensation
arrangements.  These include new requirements with respect to an individual�s election to defer compensation and the individual�s selection of the
timing and form of distribution of the deferred compensation.  Section 409A also generally provides that distributions must be made on or after
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the occurrence of certain events (e.g., the individual�s separation from service, a predetermined date, or the individual�s death).  Section 409A
imposes restrictions on an individual�s ability to change his or her distribution timing or form of distribution after the compensation has been
deferred.  For certain individuals who are officers, Section 409A requires that such individual�s distribution commence no earlier than six months
after such officer�s separation from service.
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Awards granted under the 2008 Stock Incentive Plan with a deferral feature will be subject to the requirements of Section 409A.  If an award is
subject to and fails to satisfy the requirements of Section 409A, the recipient of that award may recognize ordinary income on the amounts
deferred under the award, to the extent vested, which may be prior to when the compensation is actually or constructively received.  Also, if an
award that is subject to Section 409A fails to comply with Section 409A�s provisions, Section 409A imposes an additional 20% federal income
tax on compensation recognized as ordinary income, as well as interest on such deferred compensation.  The Internal Revenue Service has not
issued final regulations under Section 409A and, accordingly, the requirements of Section 409A and the application of those requirements to
awards issued under the 2008 Stock Incentive Plan are not entirely clear.

ERISA

The Company believes that the 2008 Stock Incentive Plan is not subject to any provisions of the Employee Retirement Income Security Act of
1974 (ERISA).  The 2008 Stock Incentive Plan is not a qualified plan under Section 401(a) of the Internal Revenue Code.

Awards Granted under the 2008 Stock Incentive Plan

At February 15, 2008, the Company estimates that approximately 130 officers, employees, consultants and directors were eligible to participate
in the 2008 Stock Incentive Plan. Because the Committee has the discretion to grant awards under the 2008 Stock Incentive Plan, it is not
possible as of the date of this proxy statement to determine future awards that will be received by executive officers, employees, consultants and
directors under the 2008 Stock Incentive Plan. In January and February 2008 the Committee met on several occasions to consider
recommendations of its compensation consultant regarding compensation strategy, which included awards that would be made from the 2008
Stock Incentive Plan. While the size, timing, and types of awards to be made have not yet been determined, the Committee has considered future
award grants in recognition of management�s successful efforts to revise the Company�s capital structure and to address new business
development issues. Such future awards for directors, key executive officers, including the Chief Executive Officer, and other employees
collectively as a group, pending stockholder approval of the 2008 Stock Incentive Plan, have been targeted to comprise approximately 15% of
the Company�s equity. On February 15, 2008, the closing price of the Company�s common shares on the NASDAQ was $1.80 per share.

Securities Authorized for Issuance under Equity Compensation Plans

As of February 15, 2008, the Company had the following securities issuable pursuant to outstanding option award agreements, weighted-average
option exercise price, and remaining shares reserved for future issuance under the Company�s existing Stock Incentive Plans:

Plan Category

Number of securities to
be issued upon exercise
of outstanding options,

warrants and rights

Weighted-average
exercise price of

outstanding options,
warrants and rights

Number of securities
remaining available for
future issuance under

equity compensation plans
(excluding securities
reflected in the first

column)

Equity compensation plans approved by
security holders 363,350 $ 7.85 62,919
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Equity compensation plans not approved
by security holders 0 N/A 0

Total 363,350 $ 7.85 62,919
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CORPORATE GOVERNANCE

The Company�s Corporate Governance and Nominating Committee holds the responsibility for overseeing the development and implementation
of corporate governance principles within the Company.

The following corporate governance documents are posted in the �Investor Info� section of the Company�s website atwww.spacehab.com:

• Code of Ethics and Business Conduct

• Code of Ethics for Senior Financial Officers

• Stockholder Communications with Directors Policy

• Complaint and Reporting Procedures for Accounting and Auditing Matters

• Audit Committee Charter

• Compensation Committee Charter

• Corporate Governance and Nominating Committee Charter

Code of Ethics and Business Conduct

The Company�s Code of Ethics and Business Conduct applies to all directors, officers, and employees of SPACEHAB. The key principles of this
code include acting legally and ethically, speaking up, getting advice, and dealing fairly with the Company�s Stockholders. The Code of Ethics
and Business Conduct is available on the Company�s website at www.spacehab.com and is available to the Company�s Stockholders upon request.
The Code of Ethics and Business Conduct meets the requirements for a �Code of Conduct� under NASDAQ rules.
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Code of Ethics for Senior Financial Officers

The Company�s Code of Ethics for Senior Financial Officers applies to the Company�s Chief Executive Officer, Chief Financial Officer, Chief
Accounting Officer, and other designated senior financial professionals. The key principles of this Code include acting legally and ethically,
promoting honest business conduct, and providing timely and meaningful financial disclosures to the Company�s Stockholders. The Code of
Ethics for Senior Financial Professionals is available on the Company�s website at www.spacehab.com and is available to the Company�s
Stockholders upon request. The Code of Ethics for Senior Financial Professionals meets the requirements of a �Code of Ethics� under SEC rules.

Stockholder Communications with Directors Policy

The Company�s Stockholder Communications with Directors Policy provides a medium for Stockholders to communicate with the Board of
Directors. Under this policy, Stockholders may communicate with the Board of Directors or specific Board members by sending a letter to
SPACEHAB, Inc., Stockholder Communications with the Board of Directors, Attn: Secretary, 12130 Highway 3, Building 1, Webster, Texas
77598.

Complaint and Reporting Procedures for Accounting and Auditing Matters

The Company�s Complaint and Reporting Procedures for Accounting and Auditing Matters provide for the (i) receipt, retention, and treatment of
complaints, reports, and concerns regarding accounting, internal accounting controls, or auditing matters and (ii) the confidential, anonymous
submission of complaints, reports, and concerns by employees regarding questionable accounting or auditing matters, in each case relating to
SPACEHAB. Complaints may be made through a toll-free independent �Integrity Helpline� telephone number and a dedicated e-mail address.
Complaints received are logged by the Company�s senior Ethics and Compliance Office executive, communicated to the Company�s Compliance
Committee and to the Company�s Audit Committee, and investigated, under the direction of the Company�s Audit Committee, by the Company�s
Ethics and Compliance Office. In accordance with Section 806 of the Sarbanes-Oxley Act of 2002, these procedures prohibit the Company from
taking adverse action against any person submitting a good faith complaint, report, or concern.

The Board of Directors had determined that Myron J. Goins met the qualification guidelines as an �audit committee financial expert� as such term
is defined in Item 401(h) of Regulation S-K promulgated by the SEC. Since Mr. Goin�s resignation effective October 16, 2007, until the
appointment of Mr. Oliva to the Committee on January 23, 2008, the Audit Committee consisted of two independent directors. We have also
determined that Mr. Adams, Mr. Oliva, and Mr. Nieboer all qualify as financial experts.

18

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

34



Report of the Audit Committee

Our Board of Directors has established an Audit Committee of independent directors which operates under a written charter adopted by the
Board of Directors. The charter was amended and restated in May 2004. Our management is responsible for establishing a system of internal
controls and for preparing our consolidated financial statements in accordance with generally accepted accounting principles. Our independent
accountants, PMB Helin Donovan LLP, are responsible for auditing our consolidated financial statements in accordance with standards of the
Public Company Accounting Oversight Board (United States) and issuing their report based on that audit. Under the Audit Committee�s charter,
the primary function of the Audit Committee is to assist the Board of Directors in fulfilling its oversight responsibilities as to (i) the integrity of
our financial statements, (ii) our compliance with legal and regulatory requirements and our Code of Business Conduct and Ethics, (iii) the
independent registered public accountants� qualifications and independence, and (iv) the performance of the independent registered public
accountants. The Audit Committee is also directly responsible for selecting and evaluating the independent registered public accountants;
reviewing, with the independent registered public accountants, the plans and scope of the audit engagement; and reviewing with the independent
registered public accountants their objectivity and independence.

The members of the Audit Committee are not professional accountants or auditors and, in performing their oversight role, rely without
independent verification on the information and representations provided to them by management and PMB Helin Donovan LLP. Accordingly,
the Audit Committee�s oversight does not provide an independent basis to certify that the audit of the Company�s financial statements has been
carried out in accordance with generally accepted auditing standards, that the financial statements are presented in accordance with accounting
principles generally accepted in the United States, or that PMB Helin Donovan LLP is in fact �independent� for fiscal year 2007. The Board of
Directors has determined that for fiscal year 2007, Mr. Myron J. Goins was an audit committee financial expert and such person is independent
as defined under the federal securities laws.

In connection with the preparation of the audited financial statements included in our Annual Report on Form 10-K for the year ended June 30,
2007:

• The Audit Committee reviewed and discussed the audited financial statements with the independent registered public accountants
and management.

• The Audit Committee discussed with the independent registered public accountants the matters required to be discussed by Statement
on Auditing Standards No. 61, Communications with Audit Committees, as amended. In general, these auditing standards require the auditors to
communicate to the Audit Committee certain matters that are incidental to the audit, such as any initiation of, or changes to, significant
accounting policies, management judgments, accounting estimates, and audit adjustments; disagreements with management; and the auditors�
judgment about the quality of our accounting principles.

• The Audit Committee received from the independent registered public accountants written disclosures and the letter regarding their
independence required by Independence Standards Board Standard No. 1 Independence Discussions with Audit Committees as adopted by the
Public Company Accounting Oversight Board in Rule 3600T, and discussed with the auditors their independence. In general, Independence
Standards Board Standard No. 1 requires the auditors to disclose to the Audit Committee any relationship between the auditors and its related
entities and SPACEHAB that in the auditors� professional judgment may reasonably be thought to bear on independence. The Audit Committee
also considered whether the independent registered public accountants� provision of non-audit services to SPACEHAB was compatible with
maintaining their independence.

Based on the review and discussions noted above, the Audit Committee recommended to the Board of Directors that the audited consolidated
financial statements for the year ended June 30, 2007 be included in our Annual Report on Form 10-K filed with the SEC.
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This report is submitted by the members of the Audit Committee of the Board of Directors:

Barry A. Williamson (Chairman)

Mark Adams

Audit Committee Pre-Approval Policy and Procedures

The Audit Committee is responsible for appointing, setting compensation for, and overseeing the work of PMB Helin Donovan LLP, the
Company�s independent registered public accountants. The Audit Committee has established a policy requiring its pre-approval of all audit and
permissible non-audit services to be provided by independent registered public accountants in order to assure that the provision of such services
does not impair the auditors� independence. The policy, as amended, provides for the general pre-approval of specific types of services and gives
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detailed guidance to management as to the specific audit, audit-related, and tax services that are eligible for general pre-approval. The policy
requires specific pre-approval of the annual audit engagement, most statutory or subsidiary audits, and all permissible non-audit services for
which no general pre-approval exists. For both audit and non-audit pre-approvals, the Audit Committee will consider whether such services are
consistent with applicable law and SEC rules and regulations concerning auditor independence.

The policy delegates to the Chairman the authority to grant certain specific pre-approvals; provided, however, that the Chairman is required to
report the granting of any pre-approvals to the Audit Committee at its next regularly scheduled meeting. The policy prohibits the Audit
Committee from delegating to management the Committee�s responsibility to pre-approve services performed by the independent registered
public accountants.

Requests for pre-approval of services must be detailed as to the particular services proposed to be provided and are to be submitted by the CFO.
In addition, each such request generally must include a detailed description of the type and scope of services, proposed staffing, a budget of the
proposed fees for such services, and a general timetable for the performance of such services.
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PRINCIPAL STOCKHOLDERS

The following table sets forth as of February 15, 2008, certain information regarding the beneficial ownership of the Company�s outstanding
Common Stock held by (i) each person known by the Company to be a beneficial owner of more than five percent of any outstanding class of
the Company�s capital stock, (ii) each of the Company�s directors, (iii) the Company�s Chief Executive Officer and four most highly compensated
executive officers at the end of the Company�s last completed fiscal year, and (iv) all directors and executive officers of the Company as a group.
Unless otherwise described below, each of the persons listed in the table below has sole voting and investment power with respect to the shares
indicated as beneficially owned by such party.

Name and Address of Beneficial Owners

Amount
and Nature

of
Beneficial

Ownership

Percentage
of

Class(1)
Common Stock
SMH Capital Advisors, Inc. 6,197,587(2) 45.2%
Lanphier Capital Management, Inc. 1,943,963(3) 14.2%
Bruce & Co., Inc. 1,131,272(5) 8.3%
Plainfield Asset Management 1,184,639(4) 8.6%
Astrium GmbH 1,099,243(6) 8.0%

Non-Employee Directors:
Mark Adams � *
Barry Williamson 2,000(7) *
General Lance W. Lord 0 *
Robert Scott Nieboer 143,333(8) 1.0%
John A. Oliva 0 *
William F. Readdy 0 *

Named Executive Officers:
Thomas B. Pickens, III 2,000(9) *
Brian K. Harrington 6,713(10) *
James D. Royston 2,700(11) *
Michael J. Bowker 0 *

All Directors, Director Nominees, and Executive Officers as a Group (10 persons) 156,764(12) 1.1%

* Indicates beneficial ownership of less than 1% of the outstanding shares of common stock.

(1) Calculated pursuant to Rule 13d-3(d) of the Securities Exchange Act of 1934. Under Rule 13d-3(d), shares not outstanding which
are subject to options, warrants, rights or conversion privileges exercisable within 60 days are deemed outstanding for the purpose of calculating
the number and percentage owned by a person, but not deemed outstanding for the purpose of calculating the number and percentage owned by
any other person listed. As of February 15, 2008, we had 13,707,296 shares of common stock outstanding.

(2) Held by SMH Capital Advisors, Inc. in discretionary accounts for the benefit of its clients. SMH Capital Advisors has shared
voting power and sole investment power with respect to these shares.  This holder disclaims beneficial ownership of all shares of common stock
it holds. This holder�s address is 600 Travis, Suite 3100, Houston, Texas 77002. Includes information from Form 13G filed by SMH Capital
Advisors, Inc. on February 1, 2007.
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(3) Held by Lanphier Capital Management Inc. in discretionary accounts for the benefit of its clients. The holder�s address is 4175
Kamaliani Lane, Princeville, HI 96722.

(4) Plainfield Asset Management�s address is 411 West Putnam Avenue, Suite 340, Greenwich, CT 06830.

(5) Bruce & Co., Inc., is the investment manager for Bruce Fund, Inc., a Maryland registered investment company with its principle
business conducted at 20 North Wacker Dr., Suite 2414, Chicago, IL 60606. The information provided in this table is based on a Schedule 13G
filed with the Securities and Exchange Commission on March 1, 2006 by Bruce & Co., Inc. on behalf of Bruce Fund, Inc.

(6) Astrium GmbH�s address is Hünefeldstraße 1-5, Postfach 105909, D-28059 Bremen, Germany.  The information provided in this
table is based on Amendment No. 1 to a Schedule 13D filed with the Securities and Exchange Commission on October 27, 1999 by
DaimlerChrysler Aerospace AG.

(7) Includes options to purchase 2,000 shares of our common stock.
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(8) Includes $2,150,000 principal amount of the Company�s 5.5% convertible notes due 2010, convertible into common stock at
$15.00 per share, held in discretionary accounts by Curtiswood Capital, 104 Woodmont Blvd., Nashville, TN 37205 over which Mr. Nieboer has
shared voting power.

(9) Includes options to purchase 2,000 shares of our common stock.

(10) Includes 713 shares of common stock held in our 1997 Employee Stock Purchase Plan, and options to purchase 4,500 shares of our
common stock and 1,500 shares of common stock beneficially owned.

(11) Includes options to purchase 2,700 shares of our common stock.

(12) Includes options to purchase 12,700 shares of our common stock and 713 shares of our common stock held in our 1997 Employee
Stock Purchase Plan.
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OTHER MATTERS

Proxy Solicitation Expense

The cost of the solicitation of proxies of zero dollars will be borne by the Company. In addition to solicitation by mail, directors, officers, and
employees of the Company and its subsidiaries, without receiving any additional compensation, may solicit proxies personally or by telephone
or facsimile. The Company has retained ADP Investor Communication Services to request brokerage houses, banks, and other custodians or
nominees holding stock in their names for others to forward proxy materials to their customers or principals who are the beneficial owners of
shares and will reimburse them for their expenses in doing so. The Company does not anticipate that the costs and expenses incurred in
connection with this proxy solicitation will exceed those normally expended for a proxy solicitation for those matters to be voted on in the
Annual Meeting.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires the Company�s directors and executive officers and persons who beneficially own
more than 10% of the Company�s Common Stock to file reports of ownership and changes in ownership with the SEC. Such directors, executive
officers, and greater than 10% Stockholders are required by SEC regulation to furnish to the Company copies of all Section 16(a) forms they
file. Due dates for the reports are specified by those laws, and the Company is required to disclose in this document any failure in the past fiscal
year to file by the required dates. Based solely on written representations of the Company�s directors and executive officers and on copies of the
reports that they have filed with the SEC, the Company�s belief is that all of SPACEHAB�s directors and executive officers complied with all
filing requirements applicable to them with respect to transactions in the Company�s equity securities during fiscal year 2007.

Deadline for Submission of Stockholder Proposals for Next Year�s Annual Meeting

The proxy rules adopted by the SEC provide that certain Stockholder proposals must be included in the Proxy Statement for the Company�s 2008
Annual Meeting. For a proposal to be considered for inclusion in the Company�s proxy materials for the Company�s Annual Meeting of
Stockholders, it must be received in writing by the Company on or before November 13, 2008 at its principal office, 12130 Highway 3, Building
1, Webster, Texas 77598, Attention: Secretary. If the Company receives notice after January 26, 2009 of a Stockholder�s intent to present a
proposal at the Company�s 2008 Annual Meeting, the Company will have the right to exercise discretionary voting authority with respect to such
proposal, if presented at the meeting, without including information regarding such proposal in the Company�s proxy materials. Stockholders
who wish to submit a proposal at next year�s Annual Meeting must submit notice of the proposal, in writing and setting forth the information
required by the Company�s by-laws, to the Company at the address set forth above. Under the Company�s by-laws, Stockholders who give notice
of a proposal after February 16, 2009 will not be permitted to present the proposal to the Stockholders for a vote at the 2008 Annual Meeting.
Notwithstanding the foregoing, in the event that the Company changes next year�s Annual Meeting more than 30 days from the date of this year�s
Annual Meeting, the Company will provide the deadline for submissions of Stockholder proposals in an annual, quarterly or current report, so as
to provide notice of such submission deadline to Stockholders, which shall be a reasonable time before the Company begins to print and send its
proxy materials.
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Discretionary Voting of Proxies on Other Matters

The Board of Directors for the Company knows of no matters to be presented at the Annual Meeting other than those described in this Proxy
Statement. In the event that other business properly comes before the meeting, the persons named as proxies will have discretionary authority to
vote the shares represented by the accompanying proxy in accordance with their own judgment.

INCORPORATION OF INFORMATION BY REFERENCE

The Company�s director and officer compensation information required pursuant to Item 8 of the SEC�s proxy rules, including the Company�s
Form 10K/A filed with the SEC on December 3, 2007, is incorporated herein by reference. The information that is incorporated by reference is
available to the public over the Internet at the SEC�s web site at http://www.sec.gov.  The Company�s filings are located in the EDGAR database
on that website.
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The Company�s Annual Report on Form 10-K, including the Company�s audited financial statements for the year ended June 30, 2007, is being
mailed herewith to all Stockholders of record as of the record date.

By Order of the Board of Directors,

Brian K. Harrington

Senior Vice President and

Chief Financial Officer

Secretary and Treasurer

Houston, Texas

March 3, 2008

Each Stockholder, whether or not he or she expects to be present in person at the Annual Meeting, is requested to MARK, SIGN, DATE, and
RETURN THE ENCLOSED PROXY CARD in the accompanying envelope as promptly as possible. A Stockholder may revoke his or her proxy
at any time prior to voting.
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1.1 Background and Purpose
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SPACEHAB, Incorporated, a Washington corporation (the �Company�), has adopted this plan document, entitled �SPACEHAB, Incorporated
2008 Stock Incentive Plan� (the �Plan�), effective as of January 1, 2008 (the �Effective Date�).

The purpose of the Plan is to foster and promote the long-term financial success of the Company and to increase stockholder value by:
(a) encouraging the commitment of selected key Employees, Consultants and Outside Directors, (b) motivating superior performance of key
Employees, Consultants and Outside Directors by means of long-term performance related incentives, (c) encouraging and providing key
Employees, Consultants and Outside Directors with a program for obtaining ownership interests in the Company which link and align their
personal interests to those of the Company�s stockholders, (d) attracting and retaining key Employees, Consultants and Outside Directors by
providing competitive compensation opportunities, and (e) enabling key Employees, Consultants and Outside Directors to share in the long-term
growth and success of the Company.

The Plan provides for payment of various forms of compensation. It is not intended to be a plan that is subject to the Employee Retirement
Income Security Act of 1974, as amended (�ERISA�). The Plan will be interpreted, construed and administered consistent with its status as a plan
that is not subject to ERISA.

The Plan will remain in effect, subject to the right of the Board to amend or terminate the Plan at any time pursuant to Section 7.7, until all
Shares subject to the Plan have been purchased or acquired according to its provisions. However, in no event may an Incentive Stock Option be
granted under the Plan after the expiration of ten (10) years from the Effective Date to the extent required by Code Section 422(b)(2).

1.2 Definitions
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The following terms shall have the meanings set forth below:

(a)           Authorized Officer.  The Chairman of the Board, the CEO or any other senior officer of the Company to whom
either of them delegate the authority to execute any Incentive Agreement for and on behalf of the Company. No
officer or director shall be an Authorized Officer with respect to any Incentive Agreement for himself.

(b)           Board.  The Board of Directors of the Company.
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(c)           Cause.  When used in connection with the termination of a Grantee�s Employment, shall mean the termination
of the Grantee�s Employment by the Company or any Subsidiary by reason of (i) the conviction of the Grantee by a
court of competent jurisdiction as to which no further appeal can be taken of a crime involving moral turpitude or a
felony; (ii) the commission by the Grantee of a material act of fraud upon the Company or any Subsidiary, or any
customer or supplier thereof; (iii) the misappropriation of any funds or property of the Company or any Subsidiary, or
any customer or supplier thereof; (iv) the willful and continued failure by the Grantee to perform the material duties
assigned to him that is not cured to the reasonable satisfaction of the Company within 30 days after written notice of
such failure is provided to Grantee by the Board or CEO (or by another officer of the Company or a Subsidiary who
has been designated by the Board or CEO for such purpose); (v) the engagement by the Grantee in any direct and
material conflict of interest with the Company or any Subsidiary without compliance with the Company�s or
Subsidiary�s conflict of interest policy, if any, then in effect; or (vi) the engagement by the Grantee, without the written
approval of the Board or CEO, in any material activity which competes with the business of the Company or any
Subsidiary or which would result in a material injury to the business, reputation or goodwill of the Company or any
Subsidiary.

(d)           CEO.  The Chief Executive Officer of the Company.

(e)           Change in Control.  Any of the events described in and subject to Section 6.8.

(f)            Code.  The Internal Revenue Code of 1986, as amended, and the regulations and other authority promulgated
thereunder by the appropriate governmental authority. References herein to any provision of the Code shall refer to
any successor provision thereto.

(g)           Committee.  The committee appointed by the Board to administer the Plan.  If the Company is a Publicly Held
Corporation, the Plan shall be administered by the Committee appointed by the Board consisting of not less than two
directors who fulfill the �nonemployee director� requirements of Rule 16b-3 under the Exchange Act and the �outside
director� requirements of Code Section 162(m). In either case, the Committee may be the Compensation Committee of
the Board, or any subcommittee of the Compensation Committee, provided that the members of the Committee satisfy
the requirements of the previous provisions of this paragraph.

The Board shall have the power to fill vacancies on the Committee arising by resignation, death, removal or otherwise. The Board, in its sole
discretion, may bifurcate the powers and duties of the Committee among one or more separate committees, or retain all powers and duties of the
Committee in a single Committee. The members of the Committee shall serve at the discretion of the Board.

Notwithstanding the preceding paragraphs of this Section 1.2(g), the term �Committee� as used in the Plan with respect to any Incentive Award for
an Outside Director shall refer to the entire Board.  In the case of an Incentive Award for an Outside
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Director, the Board shall have all the powers and responsibilities of the Committee hereunder as to such Incentive Award, and any actions as to
such Incentive Award may be acted upon only by the Board (unless it otherwise designates in its discretion). When the Board exercises its
authority to act in the capacity as the Committee hereunder with respect to an Incentive Award for an Outside Director, it shall so designate with
respect to any action that it undertakes in its capacity as the Committee.

(h)           Common Stock.  The common stock of the Company, no par value per share, and any class of common stock
into which such common shares may hereafter be converted, reclassified or recapitalized.

(i)            Company.  SPACEHAB, Incorporated, a corporation organized under the laws of the State of Washington, and
any successor in interest thereto.

(j)            Consultant.  An independent agent, consultant, attorney, an individual who has agreed to become an Employee
within the next six months, or any other individual who is not an Outside Director or employee of the Company (or
any Parent or Subsidiary) and who, in the opinion of the Committee, is (i) in a position to contribute to the growth or
financial success of the Company (or any Parent or Subsidiary), (ii) is a natural person and (iii) provides bona fide
services to the Company (or any Parent or Subsidiary), which services are not in connection with the offer or sale of
securities in a capital raising transaction, and do not directly or indirectly promote or maintain a market for the
Company�s securities.

(k)           Covered Employee.  A named executive officer who is one of the group of covered employees, as defined in
Code Section 162(m) and Treasury Regulation Section 1.162-27(c) (or its successor), during any period that the
Company is a Publicly Held Corporation.

(l)            Disability.  As determined by the Committee in its discretion exercised in good faith, a physical or mental
condition of the Grantee that would entitle him to payment of disability income payments under the Company�s long
term disability insurance policy or plan for employees, as then effective, if any; or in the event that the Grantee is not
covered, for whatever reason, under the Company�s long-term disability insurance policy or plan, �Disability� means a
permanent and total disability as defined in Code Section 22(e)(3). A determination of Disability may be made by a
physician selected or approved by the Committee and, in this respect, the Grantee shall submit to any reasonable
examination(s) required in the opinion of such physician.

(m)          Employee.  Any employee of the Company (or any Parent or Subsidiary) within the meaning of Code
Section 3401(c) including, without limitation, officers who are members of the Board.

(n)           Employment.  Employment means that the individual is employed  as an Employee, or engaged as a Consultant
or Outside Director, by the Company (or any Parent or Subsidiary), or by any corporation issuing or assuming an
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Incentive Award in any transaction described in Code Section 424(a), or by a parent corporation or a 
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subsidiary corporation of such corporation issuing or assuming such Incentive Award, as the parent-subsidiary relationship shall be determined
at the time of the corporate action described in Code Section 424(a). In this regard, neither the transfer of a Grantee from Employment by the
Company to Employment by any Parent or Subsidiary, nor the transfer of a Grantee from Employment by any Parent or Subsidiary to
Employment by the Company, shall be deemed to be a termination of Employment of the Grantee. Moreover, the Employment of a Grantee
shall not be deemed to have been terminated because of an approved leave of absence from active Employment on account of temporary illness,
authorized vacation or granted for reasons of professional advancement, education, or health, or during any period required to be treated as a
leave of absence by virtue of any applicable statute, Company personnel policy or written agreement.

The term �Employment� for purposes of the Plan shall include (i) active performance of agreed services by a Consultant for the Company (or any
Parent or Subsidiary) or (ii) current membership on the Board by an Outside Director.

All determinations regarding Employment, and termination of Employment, shall be made by the Committee in its discretion.

(o)           Exchange Act.  The Securities Exchange Act of 1934, as amended.

(p)           Fair Market Value.  If the Company is a Publicly Held Corporation, the Fair Market Value of one Share on the
date in question shall be (i) the closing sales price on such day for a Share as quoted on the National Association of
Securities Dealers Automated Quotation System (�NASDAQ�) or the national securities exchange on which Shares are
then principally listed or admitted to trading, or (ii) if not quoted on NASDAQ or other national securities exchange,
the average of the closing bid and asked prices for a Share as quoted by the National Quotation Bureau�s �Pink Sheets�
or the National Association of Securities Dealers� OTC Bulletin Board System. If there was no public trade of
Common Stock on the date in question, Fair Market Value shall be determined by reference to the last preceding date
on which such a trade was so reported.

If the Company is not a Publicly Held Corporation at the time a determination of the Fair Market Value of the Common Stock is required to be
made hereunder, the determination of Fair Market Value for purposes of the Plan shall be made by the Committee in its discretion. In this
respect, the Committee may rely on such financial data, appraisals, valuations, experts, and other sources as, in its sole and absolute discretion, it
deems advisable under the circumstances.  With respect to Stock Options, SARs, and other Incentive Awards subject to Code Section 409A,
such Fair Market Value shall be determined by the Committee consistent with the requirements of Section 409A in order to satisfy the exception
under Section 409A for stock rights.

(q)           Grantee.  Any Employee, Consultant or Outside Director who is granted an Incentive Award under the Plan.
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(r)           Immediate Family.  With respect to a Grantee, the Grantee�s child, stepchild, grandchild, parent, stepparent,
grandparent, spouse, former spouse, sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law,
or sister-in-law, including adoptive relationships.

(s)           Incentive Agreement.  The written agreement entered into between the Company and the Grantee setting forth the
terms and conditions pursuant to which an Incentive Award is granted under the Plan, as such agreement is further
defined in Section 6.1.

(t)            Incentive Award.  A grant of an award under the Plan to a Grantee, including any Nonstatutory Stock Option,
Incentive Stock Option (ISO), Stock Appreciation Right (SAR), Restricted Stock Award, Restricted Stock Unit or
Other Stock-Based Award, as well as any Supplemental Payment with respect thereto.

(u)           Incentive Stock Option or ISO.  A Stock Option granted by the Committee to an Employee under Section 2 which
is designated by the Committee as an Incentive Stock Option and intended to qualify as an Incentive Stock Option
under Code Section 422.

(v)            Insider.  If the Company is a Publicly Held Corporation, an individual who is, on the relevant date, an officer,
director or ten percent (10%) beneficial owner of any class of the Company�s equity securities that is registered
pursuant to Section 12 of the Exchange Act, all as defined under Section 16 of the Exchange Act.

(w)           Nonstatutory Stock Option.  A Stock Option granted by the Committee to a Grantee under Section 2 that is not
designated by the Committee as an Incentive Stock Option.

(x)           Option Price.  The exercise price at which a Share may be purchased by the Grantee of a Stock Option.

(y)           Other Stock-Based Award.  An award granted by the Committee to a Grantee under Section 4.1 that is valued in
whole or in part by reference to, or is otherwise based upon, Common Stock.

(z)           Outside Director.  A member of the Board who is not, at the time of grant of an Incentive Award, an employee of
the Company or any Parent or Subsidiary.
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(aa)         Parent.  Any corporation (whether now or hereafter existing) which constitutes a �parent� of the Company, as
defined in Code Section 424(e).

(bb)         Performance-Based Award.  A grant of an Incentive Award under the Plan pursuant to Section 5 that is intended
to satisfy the Performance-Based Exception.

(cc)         Performance-Based Exception.  The performance-based exception from the tax deductibility limitations of Code
Section 162(m), as prescribed in Code 
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Section 162(m) and Treasury Regulation Section 1.162-27(e) (or its successor), which is applicable during such period that the Company is a
Publicly Held Corporation.

(dd)         Performance Criteria.  The business criteria that are specified by the Committee pursuant to Section 5 for an
Incentive Award that is intended to qualify for the Performance-Based Exception; the satisfaction of such business
criteria during the Performance Period being required for the grant and/or vesting of the particular Incentive Award to
occur, as specified in the particular Incentive Agreement.

(ee)         Performance Period.  A period of time determined by the Committee over which performance is measured for the
purpose of determining a Grantee�s right to, and the payment value of, any Incentive Award that is intended to qualify
for the Performance-Based Exception.

(ff)           Plan.  SPACEHAB, Incorporated 2008 Stock Incentive Plan, as effective on the Effective Date, which is set
forth herein and as it may be amended from time to time.

(gg)         Plan Year.  The calendar year.

(hh)         Publicly Held Corporation.  A corporation issuing any class of common equity securities required to be registered
under Section 12 of the Exchange Act.

(ii)           Restricted Stock.  Common Stock that is issued or transferred to a Grantee pursuant to Section 3.

(jj)           Restricted Stock Award.  An authorization by the Committee to issue or transfer Restricted Stock to a Grantee
pursuant to Section 3.

(kk)        Restricted Stock Unit.  A unit granted to a Grantee pursuant to Section 4.1 which entitles him to receive a Share or
cash on the vesting date, as specified in the Incentive Agreement.

(ll)           Restriction Period.  The period of time determined by the Committee and set forth in the Incentive Agreement
during which the transfer of Restricted Stock by the Grantee is restricted.
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(mm)       Retirement.  The voluntary termination of Employment from the Company or any Parent or Subsidiary
constituting retirement for age on any date after the Employee attains the normal retirement age of 65 years, or such
other age as may be designated by the Committee in the Employee�s Incentive Agreement.

(nn)         Share.  A share of the Common Stock of the Company.

(oo)         Share Pool.  The number of shares authorized for issuance under Section 1.4, as adjusted for (i) awards and
payouts under Section 1.5 and (ii) changes and adjustments as described in Section 6.6.
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(pp)         Spread.  The difference between the exercise price per Share specified in a SAR grant and the Fair Market
Value of a Share on the date of exercise of the SAR.

(qq)         Stock Appreciation Right or SAR.  A Stock Appreciation Right as described in Section 2.5.

(rr)         Stock Option or Option.  Pursuant to Section 2, (i) an Incentive Stock Option granted to an Employee, or (ii) a
Nonstatutory Stock Option granted to an Employee, Consultant or Outside Director, whereunder such option the
Grantee has the right to purchase Shares of Common Stock. In accordance with Code Section 422, only an Employee
may be granted an Incentive Stock Option.

(ss)         Subsidiary.  Any company (whether a corporation, partnership, joint venture or other form of entity) in which
the Company or a corporation in which the Company owns a majority of the shares of capital stock, directly or
indirectly, owns a greater than 50% equity interest except that, with respect to the issuance of Incentive Stock Options,
the term �Subsidiary� shall have the same meaning as the term �subsidiary corporation� as defined in Code
Section 424(f) as required by Code Section 422.

(tt)           Supplemental Payment.  Any amount, as described in Sections 2.4, 3.4 and/or 4.3, that is dedicated to payment of
income taxes which are payable by the Grantee resulting from an Incentive Award.

1.3 Plan Administration
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(a)           Authority of the Committee.  Except as may be limited by law and subject to the provisions herein, the Committee
shall have the complete power and authority to (i) select Grantees who shall participate in the Plan; (ii) determine the
sizes, duration and types of Incentive Awards; (iii) determine the terms and conditions of Incentive Awards and
Incentive Agreements; (iv) determine whether any Shares subject to Incentive Awards will be subject to any
restrictions on transfer; (v) construe and interpret the Plan and any Incentive Agreement or other agreement entered
into under the Plan; and (vi) establish, amend, or waive rules for the Plan�s administration. Further, the Committee
shall make all other determinations which may be necessary or advisable for the administration of the Plan.

(b)           Meetings.  The Committee shall designate a chairman from among its members who shall preside at its
meetings, and shall designate a secretary, without regard to whether that person is a member of the Committee, who
shall keep the minutes of the proceedings and all records, documents, and data pertaining to its administration of the
Plan. Meetings shall be held at such times and places as shall be determined by the Committee and the Committee
may hold telephonic meetings. The Committee may take any action otherwise proper under the Plan by the affirmative
vote, taken with or without a meeting, of a majority of its members. The Committee may authorize any one or more of
its members or any officer of the Company to execute and deliver documents on behalf of the Committee.
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(c)           Decisions Binding.  All determinations and decisions of the Committee shall be made in its discretion pursuant to
the provisions of the Plan, and shall be final, conclusive and binding on all persons including the Company, its
shareholders, Employees, Grantees, and their estates and beneficiaries. The Committee�s decisions and determinations
with respect to any Incentive Award need not be uniform and may be made selectively among Incentive Awards and
Grantees, whether or not such Incentive Awards are similar or such Grantees are similarly situated.

(d)           Modification of Outstanding Incentive Awards.  Subject to the shareholder approval requirements of Section 7.7 if
applicable, the Committee may, in its discretion, provide for the extension of the exercisability of an Incentive Award,
accelerate the vesting or exercisability of an Incentive Award, eliminate or make less restrictive any restrictions
contained in an Incentive Award, waive any restriction or other provisions of an Incentive Award, or otherwise amend
or modify an Incentive Award in any manner that  (i) is not adverse to the Grantee to whom such Incentive Award was
granted, (ii) is consented to by such Grantee, (iii) does not cause the Incentive Award to provide for the deferral of
compensation in a manner that does not comply with Code Section 409A (unless otherwise determined by the
Committee), or (iv) does not contravene the requirements of the Performance-Based Exception under Code
Section 162(m).  With respect to an Incentive Award that is an ISO, no adjustment thereto shall be made to the extent
constituting a �modification� within the meaning of Code Section 424(h)(3) unless otherwise agreed to by the Grantee in
writing.  Notwithstanding the above provisions of this subsection, no amendment or modification of an Incentive
Award shall be made to the extent such modification results in any Stock Option with an exercise price less than
100% of the Fair Market Value per Share on the date of grant (110% for Grantees of ISOs who are 10% or greater
shareholders pursuant to Section 1.7(b)).

(e)           Delegation of Authority.  The Committee may delegate to designated officers or other employees of the Company
any of its duties and authority under the Plan pursuant to such conditions or limitations as the Committee may
establish from time to time, including, without limitation, the authority to recommend Grantees and the forms and
terms of their Incentive Awards; provided, however, the Committee may not delegate to any person the authority (i) to
grant Incentive Awards or (ii) if the Company is a Publicly Held Corporation, to take any action which would
contravene the requirements of Rule 16b-3 under the Exchange Act, the Performance-Based Exception under Code
Section 162(m), or the Sarbanes-Oxley Act of 2002.

(f)            Expenses of Committee.  The Committee may employ legal counsel, including, without limitation, independent
legal counsel and counsel regularly employed by the Company, and other agents as the Committee may deem
appropriate for the administration of the Plan. The Committee may rely upon any opinion or computation received
from any such counsel or agent. All expenses incurred by the Committee in interpreting and administering the Plan,
including, without limitation, meeting expenses and professional fees, shall be paid by the Company.
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(g)           Surrender of Previous Incentive Awards.  The Committee may, in its discretion, grant Incentive Awards to Grantees
on the condition that such Grantees surrender to the Committee for cancellation such other Incentive Awards
(including, without limitation, Incentive Awards with higher exercise prices) as the Committee directs. Incentive
Awards granted on the condition precedent of surrender of outstanding Incentive Awards shall not count against the
limits set forth in Section 1.4 until such time as such previous Incentive Awards are surrendered and cancelled.  No
surrender of Incentive Awards shall be made under this Section 1.3(g) if such surrender causes any Incentive Award
to provide for the deferral of compensation in a manner that is subject to taxation under Code Section 409A (unless
otherwise determined by the Committee).

(h)           Indemnification.  Each person who is or was a member of the Committee shall be indemnified by the Company
against and from any damage, loss, liability, cost and expense that may be imposed upon or reasonably incurred by
him in connection with or resulting from any claim, action, suit, or proceeding to which he may be a party or in which
he may be involved by reason of any action taken or failure to act under the Plan, except for any such act or omission
constituting willful misconduct or gross negligence. Each such person shall be indemnified by the Company for all
amounts paid by him in settlement thereof, with the Company�s approval, or paid by him in satisfaction of any
judgment in any such action, suit, or proceeding against him, provided he shall give the Company an opportunity, at
its own expense, to handle and defend the same before he undertakes to handle and defend it on his own behalf. The
foregoing right of indemnification shall not be exclusive of any other rights of indemnification to which such persons
may be entitled (i) under the Company�s Articles or Certificate of Incorporation or Bylaws, (ii) pursuant to any
separate indemnification or hold harmless agreement with the Company, (iii) as a matter of law, contract or otherwise,
or (iv) any power that the Company may have to indemnify them or hold them harmless.

1.4          Shares of Common Stock Available for Incentive Awards
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Subject to adjustment under Section 6.6, there shall be available for Incentive Awards that are granted wholly or partly in Common Stock
(including rights or Stock Options that may be exercised for or settled in Common Stock) Five Million Five Hundred Thousand (5,500,000)
Shares of Common Stock.  Pursuant to Section 1.5, the number of Shares that are the subject of Incentive Awards under this Plan, which are
forfeited or terminated, expire unexercised, are settled in cash in lieu of Common Stock or in a manner such that all or some of the Shares
covered by an Incentive Award are not issued to a Grantee or are exchanged for Incentive Awards that do not involve Common Stock, shall
again immediately become available for Incentive Awards hereunder.  The aggregate number of Shares which may be issued upon exercise of
ISOs shall be Five Million Five Hundred Thousand (5,500,000) of the Shares reserved pursuant to the first sentence of this paragraph.  For
purposes of counting Shares against the ISO maximum number of reserved Shares, the net number of Shares issued pursuant to the exercise of
an ISO shall be counted.  The Committee may from time to time adopt and observe such procedures concerning the counting of Shares against
the Plan maximum as it may deem appropriate.
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During any period that the Company is a Publicly Held Corporation, then unless the Committee determines that a particular Incentive Award
granted to a Covered Employee is not intended to comply with the Performance-Based Exception, the following rules shall apply to grants of
Incentive Awards to Covered Employees:

(a)           Subject to adjustment as provided in Section 6.6, the maximum aggregate number of Shares of Common Stock attributable to Incentive
Awards paid out in Shares that may be granted (in the case of Stock Options and SARs) or that may vest (in the case of Restricted Stock,
Restricted Stock Units or Other Stock-Based Awards), as applicable, in any calendar year pursuant to any Incentive Award held by any
individual Covered Employee shall be Three Million (3,000,000) Shares.

(b)           The maximum aggregate cash payout (with respect to any Incentive Awards paid out in cash) in any calendar year which may be made
to any Covered Employee shall be twenty-five million dollars ($25,000,000) .

(c)           With respect to any Stock Option or SAR granted to a Covered Employee that is canceled or repriced, the number of Shares subject to
such Stock Option or SAR shall continue to count against the maximum number of Shares that may be the subject of Stock Options or SARs
granted to such Covered Employee hereunder and, in this regard, such maximum number shall be determined in accordance with Code
Section 162(m).

(d)           The limitations of subsections (a), (b) and (c) above shall be construed and administered so as to comply with the Performance-Based
Exception.

1.5          Share Pool Adjustments for Awards and Payouts
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The following Incentive Awards shall reduce, on a one Share for one Share basis, the number of Shares authorized for issuance under the Share
Pool:

(a)           Stock Option;

(b)           SAR;

(c)           Restricted Stock Award; and

(d)  A Restricted Stock Unit or Other Stock-Based Award in Shares.

The following transactions shall restore, on a one Share for one Share basis, the number of Shares authorized for issuance under the Share Pool:

(a)           A payout of a Restricted Stock Award, Restricted Stock Unit, SAR, or Other Stock-Based Award in the form of cash and not Shares
(but not the �cashless� exercise of a Stock Option with a broker, as provided in Section 2.3(a));

(b)           A cancellation, termination, expiration, forfeiture, or lapse for any reason of any Shares subject to an Incentive Award; and
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(c)           Payment of an Option Price by withholding Shares which otherwise would be acquired on exercise (i.e., the Share Pool shall be
increased by the number of Shares withheld in payment of the Option Price).

1.6          Common Stock Available
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The Common Stock available for issuance or transfer under the Plan shall be made available from Shares now or hereafter (a) held in the
treasury of the Company, (b) authorized but unissued shares, or (c) Shares to be purchased or acquired by the Company. No fractional shares
shall be issued under the Plan; payment for fractional shares shall be made in cash.

1.7          Participation
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(a)           Eligibility.  The Committee shall from time to time designate those Employees, Consultants and/or Outside
Directors, if any, to be granted Incentive Awards under the Plan, the type of Incentive Awards granted, the number of
Shares, Stock Options, rights or units, as the case may be, which shall be granted to each such person, and any other
terms or conditions relating to the Incentive Awards as it may deem appropriate to the extent consistent with the
provisions of the Plan. A Grantee who has been granted an Incentive Award may, if otherwise eligible, be granted
additional Incentive Awards at any time.

(b)           Incentive Stock Option Eligibility.  No Consultant or Outside Director shall be eligible for the grant of any
Incentive Stock Option. In addition, no Employee shall be eligible for the grant of any Incentive Stock Option who
owns or would own immediately before the grant of such Incentive Stock Option, directly or indirectly, stock
possessing more than ten percent (10%) of the total combined voting power of all classes of stock of the Company, or
any Parent or Subsidiary. This restriction does not apply if, at the time such Incentive Stock Option is granted, the
Incentive Stock Option exercise price is at least one hundred and ten percent (110%) of the Fair Market Value on the
date of grant and the Incentive Stock Option by its terms is not exercisable after the expiration of five (5) years from
the date of grant. For the purpose of the immediately preceding sentence, the attribution rules of Code
Section 424(d) shall apply for the purpose of determining an Employee�s percentage ownership in the Company or any
Parent or Subsidiary. This paragraph shall be construed consistent with the requirements of Code Section 422.

1.8          Types of Incentive Awards
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The types of Incentive Awards under the Plan are Stock Options, Stock Appreciation Rights and Supplemental Payments as described in
Section 2, Restricted Stock Awards and Supplemental Payments as described in Section 3, Restricted Stock Units and Other Stock-Based
Awards and Supplemental Payments as described in Section 4, or any combination of the foregoing.
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SECTION 2.

STOCK OPTIONS AND STOCK APPRECIATION
RIGHTS
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2.1 Grant of Stock Options
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The Committee is authorized to grant (a) Nonstatutory Stock Options to Employees, Consultants and/or Outside Directors and (b) Incentive
Stock Options to Employees only, in accordance with the terms and conditions of the Plan, and with such additional terms and conditions, not
inconsistent with the Plan, as the Committee shall determine in its discretion. Successive grants may be made to the same Grantee regardless
whether any Stock Option previously granted to such person remains unexercised.

2.2 Stock Option Terms
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(a)           Written Agreement.  Each grant of a Stock Option shall be evidenced by a written Incentive Agreement. Among
its other provisions, each Incentive Agreement shall set forth the extent to which the Grantee shall have the right to
exercise the Stock Option following termination of the Grantee�s Employment. Such provisions shall be determined in
the discretion of the Committee, shall be included in the Grantee�s Incentive Agreement, and need not be uniform
among all Stock Options issued pursuant to the Plan.

(b)           Number of Shares.  Each Stock Option shall specify the number of Shares of Common Stock to which it
pertains.

(c)           Exercise Price.  The exercise price per Share of Common Stock under each Stock Option shall be (i) not less
than 100% of the Fair Market Value per Share on the date the Stock Option is granted and (ii) specified in the
Incentive Agreement; provided, however, if the Grantee of an ISO is a 10% or greater shareholder pursuant to
Section 1.7(b)), the exercise price for the ISO shall not be less than 110% of the Fair Market Value on the date of
grant.  Each Stock Option shall specify the method of exercise which shall be consistent with Section 2.3(a).

(d)           Term.  In the Incentive Agreement, the Committee shall fix the term of each Stock Option which shall not be
more than (i) ten (10) years from the date of grant, or (ii) five (5) years from the date of grant for an ISO granted to
10% or greater shareholder pursuant to Section 1.7(b)).

(e)           Exercise.  The Committee shall determine the time or times at which a Stock Option may be exercised, in whole
or in part. Each Stock Option may specify the required period of continuous Employment and/or the Performance
Criteria to be achieved before the Stock Option or portion thereof will become exercisable. Each Stock Option, the
exercise of which, or the timing of the exercise of which, is dependent, in whole or in part, on the achievement of
designated Performance Criteria, may specify a minimum level of achievement in respect of the specified
Performance Criteria below which no Stock Options will be exercisable and a method for determining the number of
Stock Options that will be exercisable if performance is at or above such minimum but 
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short of full achievement of the Performance Criteria. All such terms and conditions shall be set forth in the Incentive Agreement.

(f)            $100,000 Annual Limit on Incentive Stock Options.  Notwithstanding any contrary provision in the Plan, a Stock
Option designated as an ISO shall be an ISO only to the extent that the aggregate Fair Market Value (determined as of
the time the ISO is granted) of the Shares of Common Stock with respect to which ISOs are exercisable for the first
time by the Grantee during any single calendar year (under the Plan and any other stock option plans of the Company
and its Subsidiaries or Parent) does not exceed $100,000.  This limitation shall be applied by taking ISOs into account
in the order in which they were granted and shall be construed in accordance with Section 422(d) of the Code.  To the
extent that a Stock Option intended to constitute an ISO exceeds the $100,000 limitation (or any other limitation under
Code Section 422), the portion of the Stock Option that exceeds the $100,000 limitation (or violates any other
limitation under Code Section 422) shall be deemed a Nonstatutory Stock Option.  In such event, all other terms and
provisions of such Stock Option grant shall remain unchanged.

2.3 Stock Option Exercises
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(a)           Method of Exercise and Payment.  Stock Options shall be exercised by the delivery of a signed written notice of
exercise to the Company, which must be received as of a date set by the Company in advance of the effective date of
the proposed exercise. The notice shall set forth the number of Shares with respect to which the Option is to be
exercised, accompanied by full payment for the Shares.

The Option Price upon exercise of any Stock Option shall be payable to the Company in full either: (i) in cash or its equivalent; or (ii) subject to
prior approval by the Committee in its discretion, by tendering previously acquired Shares having an aggregate Fair Market Value at the time of
exercise equal to the Option Price, (iii) subject to prior approval by the Committee in its discretion, by withholding Shares which otherwise
would be acquired on exercise having an aggregate Fair Market Value at the time of exercise equal to the total Option Price; or (iv) subject to
prior approval by the Committee in its discretion, by a combination of (i), (ii), and (iii) above.

Any payment in Shares shall be effected by the surrender of such Shares to the Company in good form for transfer and shall be valued at their
Fair Market Value on the date when the Stock Option is exercised. Unless otherwise permitted by the Committee in its discretion, the Grantee
shall not surrender, or attest to the ownership of, Shares in payment of the Option Price if such action would cause the Company to recognize
compensation expense (or additional compensation expense) with respect to the Stock Option for financial accounting reporting purposes.

The Committee, in its discretion, also may allow the Option Price to be paid with such other consideration as shall constitute lawful
consideration for the issuance of Shares (including, without limitation, effecting a �cashless exercise� with a broker of the Option), subject to
applicable securities law restrictions and tax withholdings, or by any
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other means which the Committee determines to be consistent with the Plan�s purpose and applicable law.  At the direction of the Grantee, the
broker will either (i) sell all of the Shares received when the Option is exercised and pay the Grantee the proceeds of the sale (minus the Option
Price, withholding taxes and any fees due to the broker); or (ii) sell enough of the Shares received upon exercise of the Option to cover the
Option Price, withholding taxes and any fees due the broker and deliver to the Grantee (either directly or through the Company) a stock
certificate for the remaining Shares. Dispositions to a broker effecting a cashless exercise are not exempt under Section 16 of the Exchange Act
if the Company is a Publicly Held Corporation.  Moreover, in no event will the Committee allow the Option Price to be paid with a form of
consideration, including a loan or a �cashless exercise,� if such form of consideration would violate the Sarbanes-Oxley Act of 2002 as determined
by the Committee.

As soon as practicable after receipt of a written notification of exercise and full payment, the Company shall deliver, or cause to be delivered, to
or on behalf of the Grantee, in the name of the Grantee or other appropriate recipient, evidence of ownership for the number of Shares purchased
under the Stock Option.

Subject to Section 6.4, during the lifetime of a Grantee, each Option granted to the Grantee shall be exercisable only by the Grantee (or his legal
guardian in the event of his Disability) or by a broker-dealer acting on his behalf pursuant to a cashless exercise under the foregoing provisions
of this Section 2.3(a).

(b)           Restrictions on Share Transferability.  The Committee may impose such restrictions on any grant of Stock Options
or on any Shares acquired pursuant to the exercise of a Stock Option as it may deem advisable, including, without
limitation, restrictions under (i) any shareholders� agreement, buy/sell agreement, right of first refusal,
non-competition, and any other agreement between the Company and any of its securities holders or employees;
(ii) any applicable federal securities laws; (iii) the requirements of any stock exchange or market upon which such
Shares are then listed and/or traded; or (iv) any blue sky or state securities law applicable to such Shares. Any
certificate issued to evidence Shares issued upon the exercise of an Incentive Award may bear such legends and
statements as the Committee shall deem advisable to assure compliance with applicable federal and state laws and
regulations.

Any Grantee or other person exercising an Incentive Award shall be required, if requested by the Committee, to give a written representation
that the Incentive Award and the Shares subject to the Incentive Award will be acquired for investment and not with a view to public
distribution; provided, however, that the Committee, in its discretion, may release any person receiving an Incentive Award from any such
representations either prior to or subsequent to the exercise of the Incentive Award.

(c)           Notification of Disqualifying Disposition of Shares from Incentive Stock Options.  Notwithstanding any other provision of
the Plan, a Grantee who disposes of Shares of Common Stock acquired upon the exercise of an Incentive Stock
Option by a sale or exchange either (i) within two (2) years after the date of the grant of the Incentive Stock Option
under which the Shares were acquired or (ii) within one (1)
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year after the transfer of such Shares to him pursuant to exercise, shall promptly notify the Company of such disposition, the amount realized
and his adjusted basis in such Shares.

(d)           Proceeds of Option Exercise.  The proceeds received by the Company from the sale of Shares pursuant to Stock
Options exercised under the Plan shall be used for general corporate purposes.

2.4 Supplemental Payment on Exercise of Nonstatutory Stock
Options
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The Committee, either at the time of grant or exercise of any Nonstatutory Stock Option, may provide in the Incentive Agreement for a
Supplemental Payment by the Company to the Grantee with respect to the exercise of any Nonstatutory Stock Option. The Supplemental
Payment shall be in the amount specified by the Committee, which amount shall not exceed the amount necessary to pay the federal and state
income tax payable with respect to both the exercise of the Nonstatutory Stock Option and the receipt of the Supplemental Payment, assuming
the holder is taxed at either the maximum effective income tax rate applicable thereto or at a lower tax rate as deemed appropriate by the
Committee in its discretion.  No Supplemental Payments will be made with respect to any SARs or ISOs.

2.5 Stock Appreciation Rights
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(a)           Grant.  The Committee may grant Stock Appreciation Rights to any Employee, Consultant or Outside
Director.  Any SARs granted under the Plan are intended to satisfy the requirements under Code Section 409A to the
effect that such SARs do not provide for the deferral of compensation that is subject to taxation under Code
Section 409A.

(b)           General Provisions.  The terms and conditions of each SAR shall be evidenced by an Incentive Agreement. The
exercise price per Share shall not be less than one hundred percent (100%) of the Fair Market Value of a Share on the
grant date of the SAR. The term of the SAR shall be determined by the Committee but shall not be greater than ten
(10) years from the date of grant.  The Committee cannot include any feature for the deferral of compensation other
than the deferral of recognition of income until exercise of the SAR.

(c)           Exercise.  SARs shall be exercisable subject to such terms and conditions as the Committee shall specify in the
Incentive Agreement for the SAR grant.  No SAR granted to an Insider may be exercised prior to six (6) months from
the date of grant, except in the event of his death or Disability which occurs prior to the expiration of such six-month
period if so permitted under the Incentive Agreement.

(d)           Settlement.  Upon exercise of the SAR, the Grantee shall receive an amount equal to the Spread. The Spread,
less applicable withholdings, shall be payable only in cash or in Shares, or a combination of both, as specified in the
Incentive Agreement, within 30 calendar days of the exercise date.  In addition, the Incentive Agreement under which
such SARs are awarded, or any other agreements or
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 arrangements, shall not provide that the Company will purchase any Shares delivered to the Grantee as a result of the exercise or vesting of a
SAR.

SECTION 3.

RESTRICTED STOCK
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3.1 Award of Restricted Stock
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(a)           Grant.  With respect to a Grantee who is an Employee, Consultant or Outside Director, Shares of Restricted
Stock, which may be designated as a Performance-Based Award in the discretion of the Committee, may be awarded
by the Committee with such restrictions during the Restriction Period as the Committee shall designate in its
discretion.  Any such restrictions may differ with respect to a particular Grantee. Restricted Stock shall be awarded for
no additional consideration or such additional consideration as the Committee may determine, which consideration
may be less than, equal to or more than the Fair Market Value of the shares of Restricted Stock on the grant date. The
terms and conditions of each grant of Restricted Stock shall be evidenced by an Incentive Agreement and, during the
Restriction Period, such Shares of Restricted Stock must remain subject to a �substantial risk of forfeiture� within the
meaning given to such term under Code Section 83.  Any Restricted Stock Award may, at the time of grant, be
designated by the Committee as a Performance-Based Award that is intended to qualify for the Performance-Based
Exception.

(b)           Immediate Transfer Without Immediate Delivery of Restricted Stock.  Unless otherwise specified in the Grantee�s
Incentive Agreement, each Restricted Stock Award shall constitute an immediate transfer of the record and beneficial
ownership of the Shares of Restricted Stock to the Grantee in consideration of the performance of services as an
Employee, Consultant or Outside Director, as applicable, entitling such Grantee to all voting and other ownership
rights in such Shares.

As specified in the Incentive Agreement, a Restricted Stock Award may limit the Grantee�s dividend rights during the Restriction Period in which
the shares of Restricted Stock are subject to a �substantial risk of forfeiture� (within the meaning given to such term under Code Section 83) and
restrictions on transfer. In the Incentive Agreement, the Committee may apply any restrictions to the dividends that the Committee deems
appropriate. Without limiting the generality of the preceding sentence, if the grant or vesting of Shares of a Restricted Stock Award granted to a
Covered Employee, is designed to comply with the requirements of the Performance-Based Exception, the Committee may apply any
restrictions it deems appropriate to the payment of dividends declared with respect to such Shares of Restricted Stock, such that the dividends
and/or the Shares of Restricted Stock maintain eligibility for the Performance-Based Exception. In the event that any dividend constitutes a
derivative security or an equity security pursuant to the rules under Section 16 of the Exchange Act, if applicable, such dividend shall be subject
to a vesting period equal to the remaining vesting period of the Shares of Restricted Stock with respect to which the dividend is paid.
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Shares awarded pursuant to a grant of Restricted Stock, whether or not under a Performance-Based Award, may be issued in the name of the
Grantee and held, together with a stock power endorsed in blank, by the Committee or Company (or their delegates) or in trust or in escrow
pursuant to an agreement satisfactory to the Committee, as determined by the Committee, until such time as the restrictions on transfer have
expired. All such terms and conditions shall be set forth in the particular Grantee�s Incentive Agreement. The Company or Committee (or their
delegates) shall issue to the Grantee a receipt evidencing the certificates held by it which are registered in the name of the Grantee.

3.2 Restrictions
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(a)           Forfeiture of Restricted Stock.  Restricted Stock awarded to a Grantee may be subject to the following restrictions
until the expiration of the Restriction Period: (i) a restriction that constitutes a �substantial risk of forfeiture� (as defined
in Code Section 83), and a restriction on transferability; (ii) unless otherwise specified by the Committee in the
Incentive Agreement, the Restricted Stock that is subject to restrictions which are not satisfied shall be forfeited and
all rights of the Grantee to such Shares shall terminate; and (iii) any other restrictions that the Committee determines
in advance are appropriate, including, without limitation, rights of repurchase or first refusal in the Company or
provisions subjecting the Restricted Stock to a continuing substantial risk of forfeiture in the hands of any transferee.
Any such restrictions shall be set forth in the particular Grantee�s Incentive Agreement.

(b)           Issuance of Certificates.  Reasonably promptly after the date of grant with respect to Shares of Restricted Stock,
the Company shall cause to be issued a stock certificate, registered in the name of the Grantee to whom such Shares of
Restricted Stock were granted, evidencing such Shares; provided, however, that the Company shall not cause to be
issued such a stock certificate unless it has received a stock power duly endorsed in blank with respect to such Shares.
Each such stock certificate shall bear the following legend or any other legend approved by the Company:

The transferability of this certificate and the shares of stock represented hereby are subject to the restrictions, terms and conditions (including
forfeiture and restrictions against transfer) contained in the SPACEHAB, Incorporated 2008 Stock Incentive Plan and an Incentive Agreement
entered into between the registered owner of such shares and SPACEHAB, Incorporated.  A copy of the Plan and Incentive Agreement are on
file in the main corporate office of SPACEHAB, Incorporated.

Such legend shall not be removed from the certificate evidencing such Shares of Restricted Stock unless and until such Shares vest pursuant to
the terms of the Incentive Agreement.

(c)           Removal of Restrictions.  The Committee, in its discretion, shall have the authority to remove any or all of the
restrictions on the Restricted Stock if it determines
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that, by reason of a change in applicable law or another change in circumstance arising after the grant date of the Restricted Stock, such action is
necessary or appropriate.

3.3 Delivery of Shares of Common Stock
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Subject to withholding taxes under Section 7.3 and to the terms of the Incentive Agreement, a stock certificate evidencing the Shares of
Restricted Stock with respect to which the restrictions in the Incentive Agreement have been satisfied shall be delivered to the Grantee or other
appropriate recipient free of restrictions.

3.4 Supplemental Payment on Vesting of Restricted Stock

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

3.4          Supplemental Payment on Vesting of Restricted Stock 106



Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

107



The Committee, either at the time of grant or vesting of Restricted Stock, may provide for a Supplemental Payment by the Company to the
holder in an amount specified by the Committee, which amount shall not exceed the amount necessary to pay the federal and state income tax
payable with respect to both the vesting of the Restricted Stock and receipt of the Supplemental Payment, assuming the Grantee is taxed at either
the maximum effective income tax rate applicable thereto or at a lower tax rate as deemed appropriate by the Committee in its discretion.

SECTION 4.

OTHER STOCK-BASED AWARDS
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4.1 Grant of Other Stock-Based Awards
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Other Stock-Based Awards may be awarded by the Committee to Grantees that are payable in Shares or in cash, as determined in the discretion
of the Committee to be consistent with the goals of the Company. Other types of Stock-Based Awards that are payable in Shares include,
without limitation, purchase rights, Shares awarded that are not subject to any restrictions or conditions, Shares awarded subject to the
satisfaction of specified Performance Criteria, convertible or exchangeable debentures, other rights convertible into Shares, Incentive Awards
valued by reference to the performance of a specified Subsidiary, division or department of the Company, and settlement in cancellation of
rights of any person with a vested interest in any other plan, fund, program or arrangement that is or was sponsored, maintained or participated
in by the Company (or any Parent or Subsidiary). As is the case with other types of Incentive Awards, Other Stock-Based Awards may be
awarded either alone or in addition to or in conjunction with any other Incentive Awards.  Other Stock-Based Awards that are payable in Shares
are not intended to be deferred compensation subject to taxation under Code Section 409A, unless otherwise determined by the Committee at the
time of grant.

In addition to Other Stock-Based Awards that are payable in Shares, the Committee may award Restricted Stock Units to a Grantee that are
payable in Shares or cash, or in a combination thereof.  Restricted Stock Units are not intended to be deferred compensation that is subject to
Code Section 409A.  During the period beginning on the date such Incentive Award is granted and ending on the payment date specified in the
Incentive Agreement, the Grantee�s right to payment under the Incentive Agreement must remain subject to a �substantial risk of forfeiture� within
the meaning of such term under Code Section 409A.  In addition, payment to the Grantee
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under the Incentive Agreement shall be made within two and one-half months (2½) months following the end of the calendar year in which the
substantial risk of forfeiture lapses unless an earlier payment date is specified in the Incentive Agreement.

4.2 Other Stock-Based Award Terms
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(a)  Written Agreement.  The terms and conditions of each grant of an Other Stock-Based Award shall be
evidenced by an Incentive Agreement.

(b)  Purchase Price.  Except to the extent that an Other Stock-Based Award is granted in substitution for an
outstanding Incentive Award or is delivered upon exercise of a Stock Option, the amount of consideration required to
be received by the Company shall be either (i) no consideration other than services rendered (in the case of authorized
and unissued shares), or to be rendered, by the Grantee, or (ii) as otherwise specified in the Incentive Agreement.

(c)  Performance Criteria and Other Terms.  The Committee may specify Performance Criteria for (i) vesting in
Other Stock-Based Awards and (ii) payment thereof to the Grantee, as it may determine in its discretion.  The extent
to which any such Performance Criteria have been met shall be determined and certified by the Committee in
accordance with the requirements to qualify for the Performance-Based Exception under Code Section 162(m).  All
terms and conditions of Other Stock-Based Awards shall be determined by the Committee and set forth in the
Incentive Agreement.

4.3 Supplemental Payment on Other Stock-Based Awards
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The Committee, either at the time of grant or vesting of an Other Stock-Based Award, may provide for a Supplemental Payment by the
Company to the holder in an amount specified by the Committee, which amount shall not exceed the amount necessary to pay the federal and
state income tax payable with respect to both the vesting of the Other Stock-Based Award and receipt of the Supplemental Payment, assuming
the Grantee is taxed at either the maximum effective income tax rate applicable thereto or at a lower tax rate as deemed appropriate by the
Committee in its discretion.

SECTION 5.

PERFORMANCE-BASED AWARDS AND
PERFORMANCE CRITERIA
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As determined by the Committee at the time of grant, Performance-Based Awards may be granted subject to performance objectives relating to
one or more of the following within the meaning of Code Section 162(m) (the �Performance Criteria�) in order to qualify for the
Performance-Based Exception:

(a)  profits (including, but not limited to, profit growth, net operating profit or economic profit);

(b)  profit-related return ratios;
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(c)  return measures (including, but not limited to, return on assets, capital, equity, investment or sales);

(d)  cash flow (including, but not limited to, operating cash flow, free cash flow or cash flow return on capital or
investments);

(e)  earnings (including but not limited to, total shareholder return, earnings per share or earnings before or after
taxes);

(f)  net sales growth;

(g)  net earnings or income (before or after taxes, interest, depreciation and/or amortization);

(h)  gross, operating or net profit margins;

(i)  productivity ratios;

(j)  share price (including, but not limited to, growth measures and total shareholder return);

(k)  turnover of assets, capital, or inventory;

(l)  expense targets;

(m)  margins;

(n)  measures of health, safety or environment;
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(o)  operating efficiency;

(p)  customer service or satisfaction;

(q)  market share;

(r)  credit quality;

(s)  debt ratios (e.g., debt to equity and debt to total capital); and

(t)  working capital targets.

Performance Criteria may be stated in absolute terms or relative to comparison companies or indices to be achieved during a Performance
Period.  In the Incentive Agreement, the Committee shall establish one or more Performance Criteria for each Incentive Award that is intended
to qualify for the Performance-Based Exception on its grant date.

In establishing the Performance Criteria for each applicable Incentive Award, the Committee may provide that the effect of specified
extraordinary or unusual events will be included or excluded (including, but not limited to, items of gain, loss or expense determined to
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be extraordinary or unusual in nature or infrequent in occurrence, or related to the disposal of a segment of business or a change in accounting
principle, each as determined in accordance with the standards under Opinion No. 30 of the Accounting Principles Board (APB Opinion 30) or
any successor or other authoritative financial accounting standards, as determined by the Committee).  The terms of the stated Performance
Criteria for each applicable Incentive Award, whether for a Performance Period of one (1) year or multiple years, must preclude the Committee�s
discretion to increase the amount payable to any Grantee that would otherwise be due upon attainment of the Performance Criteria, but may
permit the Committee to reduce the amount otherwise payable to the Grantee in the Committee�s discretion.

The Performance Criteria specified in any Incentive Agreement need not be applicable to all Incentive Awards, and may be particular to an
individual Grantee�s function or business unit.  The Committee may establish the Performance Criteria of the Company (or any entity which is
affiliated by common ownership with the Company) as determined and designated by the Committee, in its discretion, in the Incentive
Agreement.

Performance-Based Awards will be granted in the discretion of the Committee and will be (a) sufficiently objective so that an independent
person or entity having knowledge of the relevant facts could determine the amount payable to Grantee, if applicable, and whether the
pre-determined goals have been achieved with respect to the Incentive Award, (b) established at a time when the performance outcome is
substantially uncertain, (c) established in writing no later than ninety (90) days after the commencement of the Performance Period to which they
apply, and (d) based on operating earnings, performance against peers, earnings criteria or such other criteria as provided in this Section 5.

SECTION 6.

PROVISIONS RELATING TO PLAN PARTICIPATION
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6.1 Incentive Agreement
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Each Grantee to whom an Incentive Award is granted shall be required to enter into an Incentive Agreement with the Company, in such a form
as is provided by the Committee. The Incentive Agreement shall contain specific terms as determined by the Committee, in its discretion, with
respect to the Grantee�s particular Incentive Award. Such terms need not be uniform among all Grantees or any similarly situated Grantees. The
Incentive Agreement may include, without limitation, vesting, forfeiture and other provisions particular to the particular Grantee�s Incentive
Award, as well as, for example, provisions to the effect that the Grantee (a) shall not disclose any confidential information acquired during
Employment with the Company, (b) shall abide by all the terms and conditions of the Plan and such other terms and conditions as may be
imposed by the Committee, (c) shall not interfere with the employment or other service of any employee, (d) shall not compete with the
Company or become involved in a conflict of interest with the interests of the Company, (e) shall forfeit an Incentive Award if terminated for
Cause, (f) shall not be permitted to make an election under Code Section 83(b) when applicable, and (g) shall be subject to any other agreement
between the Grantee and the Company regarding Shares that may be acquired under an Incentive Award including, without limitation, a
shareholders� agreement, buy-sell agreement, or other agreement restricting the transferability of
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Shares by Grantee. An Incentive Agreement shall include such terms and conditions as are determined by the Committee, in its discretion, to be
appropriate with respect to any individual Grantee. The Incentive Agreement shall be signed by the Grantee to whom the Incentive Award is
made and by an Authorized Officer.

6.2 No Right to Employment
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Nothing in the Plan or any instrument executed pursuant to the Plan shall create any Employment rights (including without limitation, rights to
continued Employment) in any Grantee or affect the right of the Company to terminate the Employment of any Grantee at any time without
regard to the existence of the Plan.

6.3 Securities Requirements
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The Company shall be under no obligation to effect the registration of any Shares to be issued hereunder pursuant to the Securities Act of 1933
or to effect similar compliance under any state securities laws. Notwithstanding anything herein to the contrary, the Company shall not be
obligated to cause to be issued or delivered any certificates evidencing Shares pursuant to the Plan unless and until the Company is advised by
its counsel that the issuance and delivery of such certificates is in compliance with all applicable laws, regulations of governmental authorities,
and the requirements of any securities exchange on which Shares are traded. The Committee may require, as a condition of the issuance and
delivery of certificates evidencing Shares pursuant to the terms hereof, that the recipient of such Shares make such covenants, agreements and
representations, and that such certificates bear such legends, as the Committee, in its discretion, deems necessary or desirable.

The Committee may, in its discretion, defer the effectiveness of any exercise of an Incentive Award in order to allow the issuance of Shares to
be made pursuant to registration or an exemption from registration or other methods for compliance available under federal or state securities
laws. The Committee shall inform the Grantee in writing of its decision to defer the effectiveness of the exercise of an Incentive Award. During
the period that the effectiveness of the exercise of an Incentive Award has been deferred, the Grantee may, by written notice to the Committee,
withdraw such exercise and obtain the refund of any amount paid with respect thereto.

If the Shares issuable on exercise of an Incentive Award are not registered under the Securities Act of 1933, the Company may imprint on the
certificate for such Shares the following legend or any other legend which counsel for the Company considers necessary or advisable to comply
with the Securities Act of 1933:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (�ACT�), OR THE SECURITIES LAWS OF ANY STATE. THE SECURITIES MAY NOT BE TRANSFERRED
EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER SUCH ACT AND APPLICABLE STATE
SECURITIES LAWS OR PURSUANT TO ANY APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS
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OF SUCH ACT AND SUCH LAWS OR PURSUANT TO A WRITTEN OPINION OF COUNSEL REASONABLY SATISFACTORY TO
THE COMPANY THAT SUCH REGISTRATION IS NOT REQUIRED.

6.4 Transferability
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Incentive Awards granted under the Plan shall not be transferable or assignable other than: (a) by will or the laws of descent and distribution or
(b) pursuant to a qualified domestic relations order (as defined under Code Section 414(p)); provided, however, only with respect to Incentive
Awards consisting of Nonstatutory Stock Options, the Committee may, in its discretion, authorize all or a portion of the Nonstatutory Stock
Options to be granted on terms which permit transfer by the Grantee to (i) the members of the Grantee�s Immediate Family, (ii) a trust or trusts
for the exclusive benefit of Immediate Family members, (iii) a partnership in which such Immediate Family members are the only partners, or
(iv) any other entity owned solely by Immediate Family members; provided that (A) there may be no consideration for any such transfer, (B) the
Incentive Agreement pursuant to which such Nonstatutory Stock Options are granted must be approved by the Committee, and must expressly
provide for transferability in a manner consistent with this Section 6.4, (C) subsequent transfers of transferred Nonstatutory Stock Options shall
be prohibited except in accordance with clauses (a) and (b) (above) of this sentence, and (D) there may be no transfer of any Incentive Award in
a listed transaction as described in IRS Notice 2003-47.  Following any permitted transfer, the Nonstatutory Stock Option shall continue to be
subject to the same terms and conditions as were applicable immediately prior to transfer, provided that the term �Grantee� shall be deemed to
refer to the transferee. The events of termination of employment, as set out in Section 6.7 and in the Incentive Agreement, shall continue to be
applied with respect to the original Grantee, and the Incentive Award shall be exercisable by the transferee only to the extent, and for the
periods, specified in the Incentive Agreement.

Except as may otherwise be permitted under the Code, in the event of a permitted transfer of a Nonstatutory Stock Option hereunder, the original
Grantee shall remain subject to withholding taxes upon exercise. In addition, the Company and the Committee shall have no obligation to
provide any notices to any Grantee or transferee thereof, including, for example, notice of the expiration of an Incentive Award following the
original Grantee�s termination of employment.

The designation by a Grantee of a beneficiary of an Incentive Award shall not constitute transfer of the Incentive Award. No transfer by will or
by the laws of descent and distribution shall be effective to bind the Company unless the Committee has been furnished with a copy of the
deceased Grantee�s enforceable will or such other evidence as the Committee deems necessary to establish the validity of the transfer. Any
attempted transfer in violation of this Section 6.4 shall be void and ineffective. All determinations under this Section 6.4 shall be made by the
Committee in its discretion.

6.5 Rights as a Shareholder
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(a)  No Shareholder Rights.  Except as otherwise provided in Section 3.1(b) for grants of Restricted Stock, a
Grantee of an Incentive Award (or a permitted transferee
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of such Grantee) shall have no rights as a shareholder with respect to any Shares of Common Stock until the issuance of a stock certificate or
other record of ownership for such Shares.

(b)  Representation of Ownership.  In the case of the exercise of an Incentive Award by a person or estate
acquiring the right to exercise such Incentive Award by reason of the death or Disability of a Grantee, the Committee
may require reasonable evidence as to the ownership of such Incentive Award or the authority of such person. The
Committee may also require such consents and releases of taxing authorities as it deems advisable.

6.6 Change in Stock and Adjustments
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(a)  Changes in Law or Circumstances.  Subject to Section 6.8 (which only applies in the event of a Change in
Control), in the event of any change in applicable law or any change in circumstances which results in or would result
in any dilution of the rights granted under the Plan, or which otherwise warrants an equitable adjustment because it
interferes with the intended operation of the Plan, then, if the Board or Committee should so determine, in its absolute
discretion, that such change equitably requires an adjustment in the number or kind of shares of stock or other
securities or property theretofore subject, or which may become subject, to issuance or transfer under the Plan or in
the terms and conditions of outstanding Incentive Awards, such adjustment shall be made in accordance with such
determination. Such adjustments may include changes with respect to (i) the aggregate number of Shares that may be
issued under the Plan, (ii) the number of Shares subject to Incentive Awards, and (iii) the Option Price or other price
per Share for outstanding Incentive Awards, but shall not result in the grant of any Stock Option with an exercise price
less than 100% of the Fair Market Value per Share on the date of grant.  The Board or Committee shall give notice to
each applicable Grantee of such adjustment which shall be effective and binding.

(b)  Exercise of Corporate Powers.  The existence of the Plan or outstanding Incentive Awards hereunder shall not
affect in any way the right or power of the Company or its shareholders to make or authorize any or all adjustments,
recapitalization, reorganization 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 stocks ahead of or
affecting the Common Stock or the rights thereof, 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.

(c)  Recapitalization of the Company.  Subject to Section 6.8 (which only applies in the event of a Change in
Control), if while there are Incentive Awards outstanding, the Company shall effect any subdivision or consolidation
of Shares of Common Stock or other capital readjustment, the payment of a stock dividend, stock split, combination of
Shares, recapitalization or other increase or reduction in the number of Shares outstanding, without receiving
compensation therefor in money, services or property, then the number of Shares available under the Plan and the
number of Incentive
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Awards which may thereafter be exercised shall (i) in the event of an increase in the number of Shares outstanding, be proportionately increased
and the Option Price or Fair Market Value of the Incentive Awards awarded shall be proportionately reduced; and (ii) in the event of a reduction
in the number of Shares outstanding, be proportionately reduced, and the Option Price or Fair Market Value of the Incentive Awards awarded
shall be proportionately increased. The Board or Committee shall take such action and whatever other action it deems appropriate, in its
discretion, so that the value of each outstanding Incentive Award to the Grantee shall not be adversely affected by a corporate event described in
this Section 6.6(c).

(d)  Issue of Common Stock by the Company.  Except as hereinabove expressly provided in this Section 6.6 and
subject to Section 6.8 in the event of a Change in Control, 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 therefor, or upon any 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 be made with respect to, the number of, or Option Price or Fair Market Value of, any Incentive Awards then
outstanding under previously granted Incentive Awards; provided, however, in such event, outstanding Shares of
Restricted Stock shall be treated the same as outstanding unrestricted Shares of Common Stock.

(e)  Assumption under the Plan of Outstanding Stock Options.  Notwithstanding any other provision of the Plan,
the Board or Committee, in its discretion, may authorize the assumption and continuation under the Plan of
outstanding and unexercised stock options or other types of stock-based incentive awards that were granted under a
stock option plan (or other type of stock incentive plan or agreement) that is or was maintained by a corporation or
other entity that was merged into, consolidated with, or whose stock or assets were acquired by, the Company as the
surviving corporation. Any such action shall be upon such terms and conditions as the Board or Committee, in its
discretion, may deem appropriate, including provisions to preserve the holder�s rights under the previously granted and
unexercised stock option or other stock-based incentive award; such as, for example, retaining an existing exercise
price under an outstanding stock option. Any such assumption and continuation of any such previously granted and
unexercised incentive award shall be treated as an outstanding Incentive Award under the Plan and shall thus count
against the number of Shares reserved for issuance pursuant to Section 1.4. In addition, any Shares issued by the
Company through the assumption or substitution of outstanding grants from an acquired company shall reduce the
Shares available for grants under Section 1.4.

(f)  Assumption of Incentive Awards by a Successor.  Subject to the accelerated vesting and other provisions of
Section 6.8 that apply in the event of a Change in Control, in the event of a Corporate Event (defined below), each
Grantee shall be entitled to receive, in lieu of the number of Shares subject to Incentive Awards, such shares of capital
stock or other securities or property as may be issuable or payable with respect to or in exchange for the number of
Shares which Grantee would have received had he exercised the Incentive Award immediately prior to such Corporate
Event,
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together with any adjustments (including, without limitation, adjustments to the Option Price and the number of Shares issuable on exercise of
outstanding Stock Options). For this purpose, Shares of Restricted Stock shall be treated the same as unrestricted outstanding Shares of Common
Stock. A �Corporate Event� means any of the following: (i) a dissolution or liquidation of the Company, (ii) a sale of all or substantially all of the
Company�s assets, or (iii) a merger, consolidation or combination involving the Company (other than a merger, consolidation or combination
(A) in which the Company is the continuing or surviving corporation and (B) which does not result in the outstanding Shares being converted
into or exchanged for different securities, cash or other property, or any combination thereof). The Board or Committee shall take whatever other
action it deems appropriate to preserve the rights of Grantees holding outstanding Incentive Awards.

Notwithstanding the previous paragraph of this Section 6.6(f), but subject to the accelerated vesting and other provisions of Section 6.8 that
apply in the event of a Change in Control, in the event of a Corporate Event (described in the previous paragraph), the Board or Committee, in
its discretion, shall have the right and power to:

(i)  cancel, effective immediately prior to the occurrence of the Corporate Event, each
outstanding Incentive Award (whether or not then exercisable) and, in full consideration of such
cancellation, pay to the Grantee an amount in cash equal to the excess of (A) the value, as
determined by the Board or Committee, of the property (including cash) received by the holders of
Common Stock as a result of such Corporate Event over (B) the exercise price of such Incentive
Award, if any; provided, however, this subsection (i) shall be inapplicable to an Incentive Award
granted within six (6) months before the occurrence of the Corporate Event if the Grantee is an
Insider and such disposition is not exempt under Rule 16b-3 (or other rules preventing liability of
the Insider under Section 16(b) of the Exchange Act) and, in that event, the provisions hereof shall
be applicable to such Incentive Award after the expiration of six (6) months from the date of grant;
or

(ii)  provide for the exchange or substitution of each Incentive Award outstanding immediately
prior to such Corporate Event (whether or not then exercisable) for another award with respect to
the Common Stock or other property for which such Incentive Award is exchangeable and, incident
thereto, make an equitable adjustment as determined by the Board or Committee, in its discretion,
in the Option Price or exercise price of the Incentive Award, if any, or in the number of Shares or
amount of property (including cash) subject to the Incentive Award; or

(iii)  provide for assumption of the Plan and such outstanding Incentive Awards by the surviving
entity or its parent.

The Board or Committee, in its discretion, shall have the authority to take whatever action it deems to be necessary or appropriate to effectuate
the provisions of this Section 6.6(f).
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(a)  Termination of Employment.  Unless otherwise expressly provided in the Grantee�s Incentive Agreement or
the Plan, if the Grantee�s Employment is terminated for any reason other than due to his death, Disability, Retirement
or for Cause, any non-vested portion of any Stock Option or other Incentive Award at the time of such termination
shall automatically expire and terminate and no further vesting shall occur after the termination date. In such event,
except as otherwise expressly provided in his Incentive Agreement, the Grantee shall be entitled to exercise his rights
only with respect to the portion of the Incentive Award that was vested as of his termination of Employment date for a
period that shall end on the earlier of (i) the expiration date set forth in the Incentive Agreement or (ii) ninety (90)
days after the date of his termination of Employment.

(b)  Termination of Employment for Cause.  Unless otherwise expressly provided in the Grantee�s Incentive
Agreement or the Plan, in the event of the termination of a Grantee�s Employment for Cause, all vested and non-vested
Stock Options and other Incentive Awards granted to such Grantee shall immediately expire, and shall not be
exercisable to any extent, as of 12:01 a.m. (CST) on the date of such termination of Employment.

(c)  Retirement.  Unless otherwise expressly provided in the Grantee�s Incentive Agreement or the Plan, upon the
termination of Employment due to the Grantee�s Retirement:

(i)  any non-vested portion of any outstanding Option or other Incentive Award shall
immediately terminate and no further vesting shall occur; and

(ii)  any vested Option or other Incentive Award shall expire on the earlier of (A) the expiration
date set forth in the Incentive Agreement for such Incentive Award; or (B) the expiration of (1) six
(6) months after the date of his termination of Employment due to Retirement in the case of any
Incentive Award other than an Incentive Stock Option or (2) three months after his termination date
in the case of an Incentive Stock Option.

(d)  Disability or Death.  Unless otherwise expressly provided in the Grantee�s Incentive Agreement or the Plan,
upon termination of Employment as a result of the Grantee�s Disability or death:

(i)  any non-vested portion of any outstanding Option or other Incentive Award shall
immediately terminate upon termination of Employment and no further vesting shall occur; and

(ii)  any vested Incentive Award shall expire on the earlier of either (A) the expiration date set
forth in the Incentive Agreement or (B) the one year anniversary date of the Grantee�s termination
of Employment date.
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In the case of any vested Incentive Stock Option held by an Employee following termination of Employment, notwithstanding the definition of
�Disability� in Section 1.2, whether the Employee has incurred a �Disability� for purposes of determining the length of the Option exercise period
following termination of Employment under this Section 6.7(d) shall be determined by reference to Code Section 22(e)(3) to the extent required
by Code Section 422(c)(6). The Committee shall determine whether a Disability for purposes of this Section 6.7(d) has occurred.

(e)  Continuation.  Subject to the conditions and limitations of the Plan and applicable law and regulation in the
event that a Grantee ceases to be an Employee, Outside Director or Consultant, as applicable, for whatever reason, the
Committee and Grantee may mutually agree with respect to any outstanding Option or other Incentive Award then
held by the Grantee (i) for an acceleration or other adjustment in any vesting schedule applicable to the Incentive
Award; (ii) for a continuation of the exercise period following termination for a longer period than is otherwise
provided under such Incentive Award; or (iii) to any other change in the terms and conditions of the Incentive Award.
In the event of any such change to an outstanding Incentive Award, a written amendment to the Grantee�s Incentive
Agreement shall be required.  No amendment to a Grantee�s Incentive Award shall be made to the extent compensation
payable pursuant thereto as a result of such amendment would be considered deferred compensation subject to
taxation under Code Section 409A, unless otherwise determined by the Committee.

6.8 Change in Control
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Notwithstanding any contrary provision in the Plan, in the event of a Change in Control (as defined below), the following actions shall
automatically occur as of the day immediately preceding the Change in Control date unless expressly provided otherwise in the individual
Grantee�s Incentive Agreement:

(a)  all of the Stock Options and Stock Appreciation Rights then outstanding shall become 100% vested and
immediately and fully exercisable;

(b)  all of the restrictions and conditions of any Restricted Stock Awards, Restricted Stock Units and any Other
Stock-Based Awards then outstanding shall be deemed satisfied, and the Restriction Period with respect thereto shall
be deemed to have expired, and thus each such Incentive Award shall become free of all restrictions and fully vested;
and

(c)  all of the Performance-Based Awards shall become fully vested, deemed earned in full, and promptly paid
within thirty (30) days to the affected Grantees without regard to payment schedules and notwithstanding that the
applicable performance cycle, retention cycle or other restrictions and conditions have not been completed or satisfied.

For all purposes of this Plan, a �Change in Control� of the Company means the occurrence of any one or more of the following events:

(a)  The acquisition by any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the
Exchange Act (a �Person�)) of beneficial ownership
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(within the meaning of Rule 13d-3 promulgated under the Exchange Act) of fifty percent (50%) or more of either (i) the then outstanding shares
of common stock of the Company (the �Outstanding Company Stock�) or (ii) the combined voting power of the then outstanding voting
securities of the Company entitled to vote generally in the election of directors (the �Outstanding Company Voting Securities�); provided,
however, that the following acquisitions shall not constitute a Change in Control: (i) any acquisition directly from the Company or any
Subsidiary, (ii) any acquisition by the Company or any Subsidiary or by any employee benefit plan (or related trust) sponsored or maintained by
the Company or any Subsidiary, or (iii) any acquisition by any corporation pursuant to a reorganization, merger, consolidation or similar
business combination involving the Company (a �Merger�), if, following such Merger, the conditions described in Section 6.8(c) (below) are
satisfied;

(b)  Individuals who, as of the Effective Date, constitute the Board of Directors of the Company (the �Incumbent
Board�) cease for any reason to constitute at least a majority of the Board; provided, however, that any individual
becoming a director subsequent to the Effective Date whose election, or nomination for election by the Company�s
shareholders, was approved by a vote of at least a majority of the directors then comprising the Incumbent Board shall
be considered a member of the Incumbent Board, but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or threatened election contest (as such terms are used in
Rule 14a-11 of Regulation 14A promulgated under the Exchange Act) or other actual or threatened solicitation of
proxies or consents by or on behalf of a Person other than the Board;

(c)  Approval by the shareholders of the Company of a Merger, unless immediately following such Merger,
(i) substantially all of the holders of the Outstanding Company Voting Securities immediately prior to Merger
beneficially own, directly or indirectly, more than fifty percent (50%) of the common stock of the corporation
resulting from such Merger (or its parent corporation) in substantially the same proportions as their ownership of
Outstanding Company Voting Securities immediately prior to such Merger and (ii) at least a majority of the members
of the board of directors of the corporation resulting from such Merger (or its parent corporation) were members of the
Incumbent Board at the time of the execution of the initial agreement providing for such Merger;

(d)  The sale or other disposition of all or substantially all of the assets of the Company, unless immediately
following such sale or other disposition, (i) substantially all of the holders of the Outstanding Company Voting
Securities immediately prior to the consummation of such sale or other disposition beneficially own, directly or
indirectly, more than fifty percent (50%) of the common stock of the corporation acquiring such assets in substantially
the same proportions as their ownership of Outstanding Company Voting Securities immediately prior to the
consummation of such sale or disposition, and (ii) at least a majority of the members of the board of directors of such
corporation (or its parent corporation) were members of the Incumbent Board at the time of execution of the initial
agreement or action of the Board providing for such sale or other disposition of assets of the Company; or
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(e)  The adoption of any plan or proposal for the liquidation or dissolution of the Company.

Notwithstanding the occurrence of any of the foregoing events set out in this Section 6.8 which would otherwise result in a Change in Control,
the Incumbent Board may determine in its discretion, if it deems it to be in the best interest of the Company, that an event or events otherwise
constituting or reasonably leading to a Change in Control shall not be deemed a Change in Control hereunder. Such determination shall be
effective only if it is made by the Incumbent Board prior to the occurrence of an event that otherwise would be a Change in Control.

Notwithstanding the foregoing provisions of this Section 6.8, to the extent that any payment or acceleration hereunder is subject to Code
Section 409A for deferred compensation, then the term Change in Control hereunder shall be construed to have the meaning as set forth in Code
Section 409A, but only to the extent inconsistent with the foregoing provisions of the Change in Control definition (above) as determined by the
Incumbent Board.

6.9 Exchange of Incentive Awards
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The Committee may, in its discretion, permit any Grantee to surrender outstanding Incentive Awards in order to exercise or realize his rights
under other Incentive Awards or in exchange for the grant of new Incentive Awards, or require holders of Incentive Awards to surrender
outstanding Incentive Awards (or comparable rights under other plans or arrangements) as a condition precedent to the grant of new Incentive
Awards.  No exchange of Incentive Awards shall be made under this Section 6.9 if such surrender causes any Incentive Award to provide for the
deferral of compensation in a manner that is subject to taxation under Code Section 409A unless otherwise determined by the Committee.

SECTION 7.

GENERAL
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7.1 Effective Date and Grant Period
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The Plan shall be subject to the approval of the shareholders of the Company within twelve (12) months after the Effective Date.  Incentive
Awards may be granted under the Plan at any time prior to receipt of such shareholder approval; provided, however, if the requisite shareholder
approval is not obtained within such 12-month period, any Incentive Awards granted hereunder shall automatically become null and void and of
no force or effect.  Notwithstanding the foregoing, any Incentive Award that is intended to satisfy the Performance-Based Exception shall not be
granted until the terms of the Plan are disclosed to, and approved by, shareholders of the Company in accordance with the requirements of the
Performance-Based Exception.
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7.2 Funding and Liability of Company
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No provision of the Plan shall require the Company, for the purpose of satisfying any obligations under the Plan, to purchase assets or place any
assets in a trust or other entity to which contributions are made, or otherwise to segregate any assets. In addition, the Company
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shall not be required to maintain separate bank accounts, books, records or other evidence of the existence of a segregated or separately
maintained or administered fund for purposes of the Plan. Although bookkeeping accounts may be established with respect to Grantees who are
entitled to cash, Common Stock or rights thereto under the Plan, any such accounts shall be used merely as a bookkeeping convenience. The
Company shall not be required to segregate any assets that may at any time be represented by cash, Common Stock or rights thereto. The Plan
shall not be construed as providing for such segregation, nor shall the Company, the Board or the Committee be deemed to be a trustee of any
cash, Common Stock or rights thereto. Any liability or obligation of the Company to any Grantee with respect to an Incentive Award shall be
based solely upon any contractual obligations that may be created by this Plan and any Incentive Agreement, and no such liability or obligation
of the Company shall be deemed to be secured by any pledge or other encumbrance on any property of the Company.  The Company, Board, and
Committee shall not be required to give any security or bond for the performance of any obligation that may be created by the Plan.

7.3 Withholding Taxes
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(a)  Tax Withholding.  The Company shall have the power and the right to deduct or withhold, or require a
Grantee to remit to the Company, an amount sufficient to satisfy federal, state, and local taxes, domestic or foreign,
required by law or regulation to be withheld with respect to any taxable event arising as a result of the Plan or an
Incentive Award hereunder. Upon the lapse of restrictions on Restricted Stock, the Committee, in its discretion, may
elect to satisfy the tax withholding requirement, in whole or in part, by having the Company withhold Shares having a
Fair Market Value on the date the tax is to be determined equal to the minimum withholding taxes which could be
imposed on the transaction as determined by the Committee.

(b)  Share Withholding.  With respect to tax withholding required upon the exercise of Stock Options or SARs,
upon the lapse of restrictions on Restricted Stock, or upon any other taxable event arising as a result of any Incentive
Awards, Grantees may elect, subject to the approval of the Committee in its discretion, to satisfy the withholding
requirement, in whole or in part, by having the Company withhold Shares having a Fair Market Value on the date the
tax is to be determined equal to the minimum withholding taxes which could be imposed on the transaction as
determined by the Committee. All such elections shall be made in writing, signed by the Grantee, and shall be subject
to any restrictions or limitations that the Committee, in its discretion, deems appropriate.

(c)  Incentive Stock Options.  With respect to Shares received by a Grantee pursuant to the exercise of an
Incentive Stock Option, if such Grantee disposes of any such Shares within (i) two years from the date of grant of
such Option or (ii) one year after the transfer of such shares to the Grantee, the Company shall have the right to
withhold from any salary, wages or other compensation payable by the Company to the Grantee an amount sufficient
to satisfy the minimum withholding taxes which could be imposed with respect to such disqualifying disposition.
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7.4 No Guarantee of Tax Consequences
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The Company, Board and the Committee do not make any commitment or guarantee that any federal, state, local or foreign tax treatment will
apply or be available to any person participating or eligible to participate hereunder.

7.5 Designation of Beneficiary by Participant
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Each Grantee may, from time to time, name any beneficiary or beneficiaries (who may be named contingently or successively) to whom any
benefit under the Plan is to be paid in case of his death before he receives any or all of such benefit. Each such designation shall revoke all prior
designations by the same Grantee, shall be in a form prescribed by the Committee, and will be effective only when filed by the Grantee in
writing with the Committee (or its delegate), and received and accepted during the Grantee�s lifetime.  In the absence of any such designation,
benefits remaining unpaid at the Grantee�s death shall be paid to the Grantee�s estate.

7.6 Deferrals
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The Committee shall not permit a Grantee to defer such Grantee�s receipt of the payment of cash or the delivery of Shares under the terms of his
Incentive Agreement that would otherwise be due and payable by virtue of the lapse or waiver of restrictions with respect to Restricted Stock or
another form of Incentive Award, or the satisfaction of any requirements or goals with respect to any Incentive Awards.

7.7 Amendment and Termination
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The Board shall have the power and authority to terminate or amend the Plan at any time; provided, however, the Board shall not, without the
approval of the shareholders of the Company within the time period required by applicable law:

(a)  except as provided in Section 6.6, increase the maximum number of Shares which may be issued under the
Plan pursuant to Section 1.4;

(b)  amend the requirements as to the class of Employees eligible to purchase Common Stock under the Plan;

(c)  extend the term of the Plan; or,

(d)  if the Company is a Publicly Held Corporation (i) increase the maximum limits on Incentive Awards to
Covered Employees as set for compliance with the Performance-Based Exception or (ii) decrease the authority
granted to the Committee under the Plan in contravention of Rule 16b-3 under the Exchange Act to the extent
Section 16 of the Exchange Act is applicable to the Company.

No termination, amendment, or modification of the Plan shall adversely affect in any material way any outstanding Incentive Award previously
granted to a Grantee under the Plan, without the written consent of such Grantee or other designated holder of such Incentive Award.

32

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

167



In addition, to the extent that the Committee determines that (a) the listing for qualification requirements of any national securities exchange or
quotation system on which the Company�s Common Stock is then listed or quoted, if applicable, or (b) the Code (or regulations promulgated
thereunder), require shareholder approval in order to maintain compliance with such listing requirements or to maintain any favorable tax
advantages or qualifications, then the Plan shall not be amended in such respect without approval of the Company�s shareholders.

7.8 Requirements of Law

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

7.8          Requirements of Law 168



Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

169



(a)  Governmental Entities and Securities Exchanges.  The granting of Incentive Awards and the issuance of
Shares under the Plan shall be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required. Certificates evidencing Shares delivered
under the Plan (to the extent that such shares are so evidenced) may be subject to such stop transfer orders and other
restrictions as the Committee may deem advisable under the rules and regulations of the Securities and Exchange
Commission, any securities exchange or transaction reporting system upon which the Common Stock is then listed or
to which it is admitted for quotation, and any applicable federal or state securities law or regulation. The Committee
may cause a legend or legends to be placed upon such certificates (if any) to make appropriate reference to such
restrictions.

The Company shall not be required to sell or issue any Shares under any Incentive Award if the sale or issuance of such Shares would constitute
a violation by the Grantee or any other individual exercising the Incentive Award, or the Company, of any provision of any law or regulation of
any governmental authority, including without limitation, any federal or state securities law or regulation.  If at any time the Company shall
determine, in its discretion, that the listing, registration or qualification of any Shares subject to an Incentive Award upon any securities
exchange or under any governmental regulatory body is necessary or desirable as a condition of, or in connection with, the issuance or purchase
of Shares hereunder, no Shares may be issued or sold to the Grantee or any other individual pursuant to an Incentive Award unless such listing,
registration, qualification, consent or approval shall have been effected or obtained free of any conditions not acceptable to the Company, and
any delay caused thereby shall in no way affect the date of termination of the Incentive Award.  The Company shall not be obligated to take any
affirmative action in order to cause the exercise of an Incentive Award or the issuance of Shares pursuant to the Plan to comply with any law or
regulation of any governmental authority.  As to any jurisdiction that expressly imposes the requirement that an Incentive Award shall not be
exercisable until the Shares covered thereby are registered or are exempt from registration, the exercise of such Incentive Award (under
circumstances in which the laws of such jurisdiction apply) shall be deemed conditioned upon the effectiveness of such registration or the
availability of such an exemption.

(b)  Securities Act Rule 701.  If no class of the Company�s securities is registered under Section 12 of the
Exchange Act, then unless otherwise determined by the Committee, grants of Incentive Awards to �Rule 701 Grantees�
(as defined below) and issuances of the underlying shares of Common Stock, if any, on the exercise or
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conversion of such Incentive Awards are intended to comply with all applicable conditions of Securities Act Rule 701 (�Rule 701�), including,
without limitation, the restrictions as to the amount of securities that may be offered and sold in reliance on Rule 701, so as to qualify for an
exemption from the registration requirements of the Securities Act. Any ambiguities or inconsistencies in the construction of an Incentive Award
or the Plan shall be interpreted to give effect to such intention. In accordance with Rule 701, each Grantee shall receive a copy of the Plan on or
before the date an Incentive Award is granted to him, as well as the additional disclosure required by Rule 701 (e) if the aggregate sales price or
amount of securities sold during any consecutive 12-month period exceeds $5,000,000 as determined under Rule 701(e). If Rule 701 (or any
successor provision) is amended to eliminate or otherwise modify any of the requirements specified in Rule 701, then the provisions of this
Section 7.8(b) shall be interpreted and construed in accordance with Rule 701 as so amended. For purposes of this Section 7.8(b), as determined
in accordance with Rule 701, �Rule 701 Grantees� shall mean any Grantee other than a director of the Company, the Company�s chairman, CEO,
president, chief financial officer, controller and any vice president of the Company, and any other key employee of the Company who generally
has access to financial and other business related information and possesses sufficient sophistication to understand and evaluate such
information.

7.9 Rule 16b-3 Securities Law Compliance for Insiders
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If the Company is a Publicly Held Corporation, transactions under the Plan with respect to Insiders are intended to comply with all applicable
conditions of Rule 16b-3 under the Exchange Act to the extent Section 16 of the Exchange Act is applicable to the Company. Any ambiguities
or inconsistencies in the construction of an Incentive Award or the Plan shall be interpreted to give effect to such intention, and to the extent any
provision of the Plan or action by the Committee fails to so comply, it shall be deemed null and void to the extent permitted by law and deemed
advisable by the Committee in its discretion.

7.10 Compliance with Code Section 162(m) for Publicly Held
Corporation
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If the Company is a Publicly Held Corporation, unless otherwise determined by the Committee with respect to any particular Incentive Award, it
is intended that the Plan shall comply fully with the applicable requirements so that any Incentive Awards subject to Section 162(m) that are
granted to Covered Employees shall qualify for the Performance-Based Exception. If any provision of the Plan or an Incentive Agreement would
disqualify the Plan or would not otherwise permit the Plan or Incentive Award to comply with the Performance-Based Exception as so intended,
such provision shall be construed or deemed to be amended to conform to the requirements of the Performance-Based Exception to the extent
permitted by applicable law and deemed advisable by the Committee; provided, however, no such construction or amendment shall have an
adverse effect on the prior grant of an Incentive Award or the economic value to a Grantee of any outstanding Incentive Award.
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7.11 Compliance with Code Section 409A

Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

7.11        Compliance with Code Section 409A 176



Edgar Filing: SPACEHAB INC \WA\ - Form DEF 14A

177



It is intended that Incentive Awards granted under the Plan shall be exempt from, or in compliance with, Code Section 409A, unless otherwise
determined by the Committee at the time of grant.  In that respect, the Company, by action of its Board, reserves the right to amend the Plan, and
the Board and the Committee each reserve the right to amend any outstanding Incentive Agreement, to the extent deemed necessary or
appropriate either to exempt such Incentive Award from Section 409A or to comply with the requirements of Section 409A.  Further, Grantees
who are �Specified Employees� (as defined under Section 409A), shall be required to delay payment of an Incentive Award for six (6) months
after separation from service, but only to the extent such Incentive Award is subject to taxation under Section 409A and such delay is required
thereunder.

7.12 Notices
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(a)  Notice From Insiders to Secretary of Change in Beneficial Ownership.  To the extent Section 16 of the
Exchange Act is applicable to the Company, within two business days after the date of a change in beneficial
ownership of the Common Stock issued or delivered pursuant to this Plan, an Insider should report to the Secretary of
the Company any such change to the beneficial ownership of Common Stock that is required to be reported with
respect to such Insider under Rule 16(a)-3 promulgated pursuant to the Exchange Act.  Whenever reasonably feasible,
Insiders will provide the Committee with advance notification of such change in beneficial ownership.

(b)  Notice to Insiders and Securities and Exchange Commission.  To the extent applicable, the Company shall
provide notice to any Insider, as well as to the Securities and Exchange Commission, of any �blackout period,� as
defined in Section 306(a)(4) of the Sarbanes-Oxley Act of 2002, in any case in which Insider is subject to the
requirements of Section 304 of said Act in connection with such �blackout period.�

7.13 Pre-Clearance Agreement with Brokers
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Notwithstanding anything in the Plan to the contrary, no Shares issued pursuant to the Plan will be delivered to a broker or dealer that receives
such Shares for the account of an Insider unless and until the broker or dealer enters into a written agreement with the Company whereby such
broker or dealer agrees to report immediately to the Secretary of the Company (or other designated person) a change in the beneficial ownership
of such Shares.
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7.14 Successors to Company
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All obligations of the Company under the Plan with respect to Incentive Awards granted hereunder shall be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.
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7.15 Miscellaneous Provisions
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(a)  No Employee, Consultant, Outside Director, or other person shall have any claim or right to be granted an
Incentive Award under the Plan. Neither the Plan, nor any action taken hereunder, shall be construed as giving any
Employee, Consultant, or Outside Director any right to be retained in the Employment or other service of the
Company or any Parent or Subsidiary.

(b)  The expenses of the Plan shall be borne by the Company.

(c)  By accepting any Incentive Award, each Grantee and each person claiming by or through him shall be deemed
to have indicated his acceptance of the Plan.

(d)  The proceeds received from the sale of Common Stock pursuant to the Plan shall be used for general corporate
purposes of the Company.

7.16 Severability
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In the event that any provision of this Plan shall be held illegal, invalid or unenforceable for any reason, such provision shall be fully severable,
but shall not affect the remaining provisions of the Plan, and the Plan shall be construed and enforced as if the illegal, invalid, or unenforceable
provision was not included herein.

7.17 Gender, Tense and Headings
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Whenever the context so requires, words of the masculine gender used herein shall include the feminine and neuter, and words used in the
singular shall include the plural. Section headings as used herein are inserted solely for convenience and reference and constitute no part of the
interpretation or construction of the Plan.

7.18 Governing Law
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The Plan shall be interpreted, construed and constructed in accordance with the laws of the State of Texas without regard to its conflicts of law
provisions, except as may be superseded by applicable laws of the United States.

[Signature page follows.]
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IN WITNESS WHEREOF, the Company has caused this Plan to be duly executed in its name and on its behalf by its duly authorized officer,
effective as of the Effective Date.

SPACEHAB, INCORPORATED

By:

Name:

Title:
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SPACEHAB, INCORPORATED

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS � March 27, 2008

P

R

O

X

Y

The undersigned hereby appoints Mr. Thomas B. Pickens, III and Mr. Barry A. Williamson, and each of them, as proxies of the
undersigned, each with full power to act without the other and with full power of substitution and re-substitution, to vote all the
shares of Common Stock of SPACEHAB, Incorporated that the undersigned is entitled to vote at the Annual Meeting of
Stockholders to be held on March 27, 2008 at 9:00 a.m., at the Company�s Corporate Headquarters, located at 12130 Highway 3,
Building 1, Webster, Texas 77598, and at any postponements or adjournments thereof, with all the powers the undersigned would
have if personally present, as follows:

(Continued and to be signed on the reverse side)

The Board of Directors recommends a vote FOR the following items:

(1) To elect seven directors to the Company�s Board of Directors, each for the term indicated in the proxy statement.

FOR all nominees listed below (except as marked to the contrary by lining out or striking through below).

Common Stockholders Vote:

Mark Adams

General (Ret.) Lance W. Lord

Barry A. Williamson

R. Scott Nieboer

John A. Oliva

Thomas B. Pickens, III

William F. Readdy

o    FOR o    AGAINST o    ABSTAIN
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INSTRUCTION: To withhold authority to vote for any individual nominee, write that nominee�s name in the space provided below:

(2) To ratify the appointment by the Board of Directors of PMB Helin Donovan, LLP as independent registered public accountants
for the Company for the fiscal year ending June 30, 2008.

o    FOR o    AGAINST o    ABSTAIN

(3) To approve the adoption of the SPACEHAB, Incorporated 2008 Stock Incentive Plan as described in Appendix A to the proxy
statement.

o    FOR o    AGAINST o    ABSTAIN

In their discretion, the proxies are authorized to vote upon such other matters as may properly come before the meeting, all in accordance with
the accompanying Notice and proxy statement, receipt of which is hereby acknowledged.

IF THIS PROXY IS PROPERLY EXECUTED AND RETURNED, THE SHARES REPRESENTED THEREBY WILL BE VOTED. IF
A CHOICE IS SPECIFIED BY THE STOCKHOLDER, THE SHARES WILL BE VOTED ACCORDINGLY. IF NOT OTHERWISE
SPECIFIED, THE SHARES REPRESENTED BY THIS PROXY WILL BE VOTED FOR ITEMS 1, 2, AND 3.

Dated                                                                      2008

Sign exactly as name appears hereon. When signing in a
representative capacity, please give full title. Joint owners
(if any) should each sign.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
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