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FIRST ALBANY COMPANIES INC.
March 28, 2003
Dear Shareholder:

The 2003 Annual Meeting of Shareholders of First Albany Companies Inc. will be
held at the offices of the Company at 30 South Pearl Street, Albany, New York on
Tuesday, April 29, 2003, at 10:00 A.M. (EDT).

The enclosed material includes the Notice of Annual Meeting and Proxy Statement
that describes the business to be transacted at the meeting. We ask that you
give it your careful attention.

As in the past, we will be reporting on your Company's activities and you will
have an opportunity to ask questions about its operations.

We hope that you are planning to attend the Annual Meeting personally and we
look forward to seeing you. Whether or not you are able to attend in person, it
is important that your shares be represented at the Annual Meeting. Accordingly,
the return of the enclosed Proxy as soon as possible will be appreciated and
will ensure that your shares are represented at the Annual Meeting. In addition
to using the traditional proxy card, most shareholders also have the choice of
voting over the Internet or by telephone. Over 90% of the outstanding shares
were represented at last year's Annual Meeting. If you do attend the Annual
Meeting, you may, of course, withdraw your Proxy should you wish to vote in
person.

On behalf of the Board of Directors and management of First Albany Companies
Inc., I would like to thank you for your continued support and confidence.

Sincerely yours,

/S/ George C. McNamee
George C. McNamee
Chairman of the Board

FIRST ALBANY COMPANIES INC.

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD
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APRIL 29, 2003

NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders of First
Albany Companies Inc. (the "Company") will be held at the offices of the
Company, 30 South Pearl Street, Albany, New York, on Tuesday, April 29, 2003 at
10:00 a.m. (EDT), for the following purposes:

(1) To elect three directors whose terms will expire at the 2006 Annual
Meeting of Shareholders and one director whose term will expire at the
2005 Annual Meeting of Shareholders;

(2) To consider and act upon a proposal to approve the adoption of the
Second Amendment to the First Albany Companies Inc. 1999 Long-Term
Incentive Plan to increase the number of shares available for
issuance;

(3) To consider and act upon a proposal to approve the adoption of the
Senior Management Bonus Plan;

(4) To consider and act upon a proposal to approve the adoption of the
2003 Directors' Stock Plan; and

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

Holders of common stock of record as of the close of business on March 17,
2003, are entitled to receive notice of and vote at the Annual Meeting of
Shareholders. A list of such shareholders may be examined at the offices of the
Company during regular business hours for ten full days prior to the Annual
Meeting as well as at the Annual Meeting.

It is important that your shares be represented at the Annual Meeting. For
that reason we ask that you promptly sign, date, and mail the enclosed Proxy
card in the return envelope provided. You may also have the option of voting
over the Internet or by telephone. Please refer to your proxy materials or the
information forwarded by your bank, broker or other holder of record to see
which voting methods are available to you. Shareholders who attend the Annual
Meeting may revoke their proxies and vote in person.

By Order of the Board of Directors
/S/ Stephen P. Wink
Stephen P. Wink

Secretary

Albany, New York
March 28, 2003

FIRST ALBANY COMPANIES INC.
30 SOUTH PEARL STREET
ALBANY, NEW YORK 12207
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APRIL 29, 2003

This Proxy Statement is being furnished to the Shareholders of First Albany
Companies Inc., a New York corporation (the "Company"), in connection with the
solicitation by the Board of Directors of the Company (the "Board") of proxies
for use at the Annual Meeting of Shareholders of the Company to be held at the
offices of the Company, 30 South Pearl Street, Albany, New York, on Tuesday,
April 29, 2003 at 10:00 A.M. (EDT), and any postponements or adjournments
thereof (the "Meeting"). The mailing address of the principal executive office
of the Company is 30 South Pearl Street, Albany, New York 12207 and its
telephone number is (518) 447-8500.

At the Meeting, the Shareholders of the Company will be asked (i) to elect
three directors of the Company whose terms will expire at the 2006 Annual
Meeting of Shareholders and one director whose term will expire at the 2005

Annual Meeting of Shareholders, (ii) to consider and act upon a proposal to
adopt the Second Amendment to the First Albany Companies Inc. 1999 Long-Term
Incentive Plan, (iii) to consider and act upon a proposal to approve the

adoption of the Senior Management Bonus Plan and (iv) to consider and act upon a
proposal to approve the adoption of the 2003 Directors' Stock Plan.

PROXY SOLICITATION

This Proxy Statement and the enclosed form of proxy are expected to be
mailed on or about March 28, 2003. All expenses of the Company in connection
with this solicitation of proxies will be borne by the Company. Proxies may be
solicited by directors, officers and other employees of the Company in person or
by mail, telephone, facsimile or e-mail, without additional compensation. The
Company will also request brokerage firms, nominees, custodians and fiduciaries
to forward proxy materials to the beneficial owners of shares held of record by
such persons and will reimburse such persons and the Company's transfer agent
for their reasonable out-of-pocket expenses in forwarding such materials but
these individuals will receive no additional compensation for these solicitation
services.

VOTING BY MAIL, INTERNET OR TELEPHONE

Shareholders who cannot attend the Annual Meeting in person can be
represented by proxy. Most shareholders have a choice of voting over the
Internet, using a toll-free telephone number or completing the proxy card in the
form enclosed and mailing it in the envelope provided. Please refer to your
proxy card or the information forwarded by your bank, broker or other nominee to
see which options are available to you.

A proxy may be revoked at any time before it is exercised by giving notice
of revocation to the Secretary of the Company, by executing a later-dated proxy
(including an Internet or telephone vote) or by attending and voting in person
at the Meeting. The execution of a proxy will not affect a shareholder's right
to attend the Meeting and vote in person, but attendance at the Meeting will
not, by itself, revoke a proxy. Proxies properly completed and received prior to
the Annual Meeting and not revoked will be voted at the Annual Meeting.

MULTIPLE SHAREHOLDERS SHARING THE SAME ADDRESS

In accordance with a notice sent to eligible shareholders who share a
single address, we are sending only one annual report and proxy statement to
that address unless we received instructions to the contrary from any
shareholder at that address. This practice, known as "householding," is designed
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to reduce the Company's printing and postage costs. However, if a shareholder of
record residing at such address wishes to receive a separate annual report or
proxy statement in the future, he or she may contact our transfer agent,
American Stock Transfer, at (212) 936-5100 or write to American Stock Transfer,
59 Maiden Lane, New York, New York 10038, Attention: Shareholder Services
Department. If you are an eligible shareowner of record receiving multiple
copies of our annual report and proxy statement, you can request householding by
contacting us in the same manner. If you own your shares through a bank, broker
or other nominee, you can request householding by contacting the nominee.

VOTING, RECORD DATE AND QUORUM

Proxies will be voted as specified or, if no direction is indicated on a
proxy, will be voted (i) "FOR" the election of the four persons named under the
caption "Election of Directors"; (ii) "FOR" the adoption of the Second Amendment
to the First Albany Companies Inc. 1999 Long-Term Incentive Plan; (iii) "FOR"
the adoption of the Senior Management Bonus Plan; and (iv) "FOR" the adoption of
the 2003 Directors' Stock Plan.

The persons named in the proxy also may vote in favor of a proposal to
adjourn the Meeting to a subsequent date or dates without further notice in
order to solicit and obtain sufficient votes to approve the matters being
considered at the Meeting. If a proxy is returned which specifies a vote against
a proposal, such discretionary authority will not be used to adjourn the Meeting
in order to solicit additional votes in favor of such proposal. As to any other
matter or business which may be brought before the Meeting including any
adjournment (s) or postponement (s) thereof, a vote may be cast pursuant to the
proxy in accordance with the judgment of the person or persons voting the same,
but the Board does not know of any such other matter or business.

The close of business on March 17, 2003 has been fixed as the record date
for the determination of Shareholders entitled to vote at the Meeting.
10,470,978 shares of common stock were outstanding as of the record date. Each
Shareholder will be entitled to cast one vote, in person or by proxy, for each
share of common stock held. The presence, in person or by proxy, of the holders
of at least a majority of the shares of common stock entitled to vote at the
Meeting 1s necessary to constitute a quorum at the Meeting. Abstentions, broker
non-votes and votes to "withhold authority" are counted in determining whether a
quorum has been reached on a particular matter.

The affirmative vote of the holders of a plurality of the shares of common
stock cast at the Meeting is required for the election of directors. The
affirmative vote of the holders of a majority of the votes cast at the Meeting
is required for the approval of (i) the Second Amendment to the First Albany
Companies Inc. 1999 Long-Term Incentive Plan, (ii) the Senior Management Bonus
Plan and (iii) the 2003 Directors' Stock Plan. Accordingly, abstentions, broker
non-votes and votes against will have no effect on the items to be voted on at
the Meeting.

THE BOARD RECOMMENDS (I) THE ELECTION OF THE FOUR PERSONS NAMED AS NOMINEES
UNDER "ELECTION OF DIRECTORS," (II) THE APPROVAL OF THE ADOPTION OF THE SECOND
AMENDMENT TO THE FIRST ALBANY COMPANIES INC. 1999 LONG-TERM INCENTIVE PLAN,

(III) THE APPROVAL OF THE ADOPTION OF THE SENIOR MANAGEMENT BONUS PLAN, AND (IV)
THE APPROVAL OF THE ADOPTION OF THE 2003 DIRECTORS' STOCK PLAN.

STOCK OWNERSHIP OF PRINCIPAL OWNERS AND MANAGEMENT
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The following table sets forth information concerning the beneficial
ownership of common stock of the Company as of March 17, 2003, by (i) persons
owning more than 5% of the common stock, (ii) each director of the Company and
the executive officers included in the Summary Compensation Table and (iii) all
directors and executive officers the Company as a group. An asterisk in the
percentage column indicates that a person or group beneficially owns less than

o)

% of the outstanding shares.

Shares Beneficially Owned (1)

Name Number Percent
George C. McNamee (2, 3) 1,783,105 16.63%
Alan P. Goldberg(2,4) 1,437,049 13.35%
Hugh A. Johnson, Jr. (2) 400,553 3.76%
Walter Fiederowicz (5) 15,184 *
Daniel V. McNamee III (6) 156,663 1.50%
Charles L. Schwager 34,979 *
Steven R. Jenkins (2,7) 111,029 1.05%
Stephen P. Wink (2) 91,753 *
Shannon P. O'Brien 0 *
All directors and executive officers as a group 4,030,315 35.45%

(9 persons) (2)

1. Except as noted in the footnotes to this table, the persons named in the
table have sole voting and investment power with respect to all shares of
Common Stock.

2. Includes shares of Common Stock that may be acquired within 60 days of
March 17, 2003, through the exercise of stock options as follows: Mr. G.
McNamee: 245,112; Mr. Goldberg: 283,099; Mr. Johnson: 189,491; Mr. Jenkins:
69,196; Mr. Wink: 79,699; and all directors and executive officers as a
group: 866,597. Also includes the number of phantom stock units held under
the Deferred Compensation Plan for Key Employees as follows: Mr. G.
McNamee: 3,939; Mr. Goldberg: 14,418; Mr. Johnson: 1,972; Mr. Jenkins:
11,539; and all directors and executive officers as a group: 31,868.

3. Includes 13,399 shares that Mr. McNamee owns jointly with his spouse. Also
includes 22,254 shares owned by Mr. McNamee as custodian for his minor
children.

4. Includes 99,539 shares held by a charitable trust; Mr. Goldberg disclaims

beneficial ownership of such shares.

5. Includes 10,328 shares owned by Mr. Fiederowicz's spouse; Mr. Fiederowicz
disclaims beneficial ownership of such shares.

6. Includes 607 shares owned by Mr. McNamee's spouse; Mr. McNamee disclaims
beneficial ownership of such shares.

7. Includes 25,000 restricted shares of Common Stock over which Mr. Jenkins
has no dispositive power.
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PROPOSAL NO. 1
ELECTION OF DIRECTORS

The Bylaws of the Company currently provide that the Board shall consist of
seven directors elected in three classes. Three directors will be elected at the
Meeting to serve for a three-year term expiring at the Annual Meeting of
Shareholders in 2006, and one director will be elected at the Meeting to serve
for a two-year term expiring at the Annual Meeting of Shareholders in 2005. The
Board has nominated Hugh A. Johnson, Jr., Nicholas A. Gravante, Jr. and Dale
Kutnick as directors whose terms will expire in 2006 and Shannon P. O'Brien as a
director whose term will expire in 2005. The Board recommends that shareholders
vote FOR the election of these nominees.

If the enclosed proxy card is duly executed and received in time for the
Meeting, and if no contrary specification is made as provided therein, it will
be voted in favor of the election of persons nominated as directors by the
Board.

Each of the nominees has consented to serve as a director if elected.
Should any nominee for director become unable or unwilling to accept election,
proxies will be voted for a nominee selected by the Board, or the size of the
Board may be reduced accordingly. The Board has no reason to believe that any of
the nominees will be unable or unwilling to serve if elected to office. Any
vacancy occurring during the term of office of any director may be filled by the
remaining directors for a term expiring at the next meeting of Shareholders at
which the election of directors is in the regular order of business. Two of the
nominees, Hugh A. Johnson, Jr., and Shannon O'Brien, are presently directors of
the Company. The terms of Daniel V. McNamee III and Charles L. Schwager as
directors expire at the Meeting. The Company expresses its utmost appreciation
to Messrs. McNamee and Schwager for their dedicated service as Directors.

Set forth below is certain information furnished to the Company by the
director nominees and by each of the incumbent directors whose terms will
continue following the Meeting.

DIRECTORS AND EXECUTIVE OFFICERS OF THE COMPANY

The directors nominated for election whose terms will expire in 2006 are as
follows:

HUGH A. JOHNSON, JR., age 62, joined First Albany Corporation in 1977. He is
currently Senior Vice President and Chief Investment Officer of the Company. He
has also been Chairman of First Albany Asset Management Corporation, a
subsidiary of the Company, since 1991. He has served on the Board of Directors
of First Albany since 1985. Mr. Johnson is an economic advisor to the Chairman
of the New York State Assembly Committee on Ways and Means and is a Director of
the New York State Business Development Corporation and a Director of Security
Mutual Life and Nye Parnell & Emerson. Mr. Johnson also serves on other state
and community boards. Mr. Johnson has served as a director of the Company since
1990.

NICHOLAS A. GRAVANTE, JR., age 42, has been a partner at the law firm of Boies

Schiller & Flexner LLP since July 1, 2000. Prior to that Mr. Gravante was a
partner in the law firm of

Barrett, Gravante, Carpinello & Stern, LLP. Mr. Gravante practices law in the
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areas of corporate litigation and white-collar criminal defense. He is a member
of the Board of Governors at the Lords Valley Country Club in Lords Valley,
Pennsylvania. Mr. Gravante is not currently a director of the Company.

DALE KUTNICK, age 52, is co-founder, Chairman and a director of Meta Group,
Inc., a research and consulting firm focusing on information technology and
business transformation. Mr. Kutnick served as Chief Executive Officer and
Research Director of Meta Group, Inc. since its inception in January 1989 until
2002. Mr. Kutnick led the creation, development and quality control efforts for
Meta Group's intellectual capital. Meta Group grew to $120 million in revenues
during the first 12 years of his tenure and after a successful public offering
in 1995, the company quadrupled revenues and was profitable for 19 consecutive
quarters. Prior to co-founding Meta Group, Inc., Mr. Kutnick was Executive Vice
President of Research at Gartner Group, Inc. and an Executive Vice President at
Gartner Securities. Prior to his experience at Gartner Group, Inc., he served as
an Executive Director, Research Director and Principal at Yankee Group and as a
Principal at Battery Ventures, a venture capital firm. Mr. Kutnick is a graduate
of Yale University. Mr. Kutnick is not currently a director of the Company.

The director nominated for election whose term will expire in 2005 is as
follows:

SHANNON P. O'BRIEN, age 43, was the State Treasurer and Receiver General for the
Commonwealth of Massachusetts from 1999 to January 2003. She was Vice President
for External Affairs for Community Care Systems, a behavioral health care
network from 1995 to 1997. Ms. O'Brien taught at Boston University School of
Communications in 1997, after which she began her work as a candidate for State
Treasurer. The 2002 Democratic Nominee for Governor of Massachusetts, O'Brien
also served previously for eight years in the Massachusetts Legislature. A
graduate of Yale University and Boston University School of Law, she practiced
law with the firm of Morrison Mahoney and Miller before entering the
legislature. Ms. O'Brien was elected director of the Company in March 2003.

THE BOARD RECOMMENDS A VOTE FOR EACH OF THE FOUR DIRECTOR NOMINEES.

The following directors' terms shall expire at the Annual Meeting of
Shareholders in 2004:

ALAN P. GOLDBERG, age 57, joined First Albany in 1980. Mr. Goldberg is President
and Co-Chief Executive Officer of the Company. Mr. Goldberg is also President
and Chief Executive Officer of First Albany Corporation. Mr. Goldberg is a
director of SatCon Incorporated. He is active in industry and civic
organizations and serves on the board of several nonprofit institutions. Mr.
Goldberg has been a director of the Company since its incorporation in 1985.

The following directors' terms shall expire at the Annual Meeting of
Shareholders in 2005:

GEORGE C. McNAMEE, age 56, Jjoined First Albany in 1969. Mr. McNamee is Chairman
and Co-Chief Executive Officer of the Company. Mr. McNamee is also Chairman of
Plug Power Inc., a director of MapInfo Corporation and a director of Meta Group,
Inc. He also serves on the Board of Directors of each of the New York Stock
Exchange, the New York State Science and Technology Foundation and the New York
Conservation Education Fund. Mr. McNamee

has been a director of the Company since its incorporation in 1985. Mr. McNamee
is the brother of the departing director, Mr. Daniel V. McNamee IITI.

WALTER W. FIEDEROWICZ, age 56, has been a private investor and consultant since
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August 1997. Since September 2000, he has served as Managing Director of Painter
Hill Partners, an investment company. From April 1997 until August 1997, he
served as the President and Chief Executive Officer of WorldCorp., Inc., a
holding company owning shares of common stock of World Airways, Inc. (a provider
of long-range passenger and cargo air transportation services to major airlines)
and of InteliData Technologies Corporation (a provider of caller identification
based telecommunications devices, smart telephones and on-line electronic
information services). Mr. Fiederowicz served as chairman of Colonial Data
Technologies Corp., from August 1994 to March 1996. From January 1991 until July
1994, he held various positions, including Executive Vice President and Chairman
and served as director of Conning & Company. Mr. Fiederowicz also serves as a
director of Photronics, Inc. (a photomask manufacturer) and HemaTech, LLC (a
biotechnology company). Since 1998, Mr. Fiederowicz served as Chairman of CDT
Corporation and Meacock Capital, PLC. Since July 2001, Mr. Fiederowicz has
served as Chairman of the Board of Heritage Underwriting Agency, Ltd, a
Llyod's-based insurer. Mr. Fiederowicz is the Chairman of the Audit Committee, a
member of the Committee on Directors and Corporate Governance and has been a
director of the Company since 1996.

The following executive officers do not serve as directors and are not nominated
for election as directors:

STEVEN R. JENKINS, age 38, joined First Albany Corporation in February 1999 as
Chief Financial Officer and Senior Vice President. In January 2000, he was named
Chief Financial Officer of the Company. Since mid-2002, Mr. Jenkins has been
Executive Managing Director, Chief Operating Officer and Chief Financial Officer
of First Albany. Prior to joining First Albany, Mr. Jenkins held the position of
Chief Financial Officer and Senior Vice President of Precision Imaging Solutions
Inc. (a regional imaging company) from July 1998 to January 1999. From July 1994
to June 1998, Mr. Jenkins served in several financial positions with Dain
Rauscher, an investment bank, most recently as Managing Director and Director of
Finance of Dain Rauscher Wessels, a division of Dain Rauscher Inc. Mr. Jenkins
has been a certified public accountant licensed in the State of Texas since
1991.

STEPHEN P. WINK, age 44, joined the Company in 1996. He has been Secretary and
General Counsel of the Company since August 1997. Mr. Wink is Executive Managing
Director, General Counsel and Secretary of First Albany Corporation. Before
joining the Company, Mr. Wink was an attorney for the law firm of Cleary,
Gottlieb, Steen & Hamilton. Mr. Wink participates on a number of
industry-related committees, including the New York Stock Exchange's Compliance
Advisory Committee, and as Chair of the Bond Market Association's Municipal
Legal Advisory Committee, as well as a number of community boards.

At a meeting of the Board of Directors on March 10, 2003, a provision of
the By-Laws was amended to defer the need to approve all Board of Director
nominations by the Committee on Directors and Corporate Governance until the
2004 Annual Shareholders Meeting. This provision was added to the Company's
By-Laws in November 2002 in anticipation of the adoption of NASDAQ's proposed
corporate governance reforms. The NASDAQ proposed rules have not yet been
adopted and remain subject to change. In addition, at the time of the March 10,
2003 Board meeting, the Governance Committee had not completed its process of
recommending nominees to serve as directors of the Company.

On March 12, 2003, in a letter to the Secretary of the Company, Ms. Benaree
P. Wiley resigned as a director of the Company. In the letter, Ms. Wiley
expressed her disagreement with the Company's practices and commitment in the
area of corporate governance. Ms. Wiley stated that she was "particularly
troubled" by the decision at the special meeting of the Board on March 10, 2003
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to amend the Company's By-laws because it "completely undermined" the Company's
compliance with mandated corporate governance procedures. Ms. Wiley also
indicated that she believed that the independence of the Company's Board has
been "materially compromised".

On March 17, 2003, in a letter to the Chairman of the Board, Mr. J. Anthony
Boeckh also resigned as a director of the Company. His letter raised concerns
regarding corporate governance and Board independence similar to those set forth
in Ms. Wiley's March 12th letter.

The Company disagrees with Ms. Wiley's and Mr. Boeckh's assertions.
Contrary to their claims, the Company is fully committed to sound corporate
governance. The actions taken at the Board meeting did not "undermine" corporate
governance standards. The only amendment to the By-laws of the Company deferred
implementation of the one provision described above until next year's Annual
Meeting. In fact, at the March 10, 2003 Board meeting, the Board unanimously
selected Ms. Shannon O'Brien, an independent director. In addition, the Board
nominated three other persons, as described above, to fill positions of
directors whose terms expire at this Meeting. Two of these nominees, Messrs.
Gravante and Kutnick, if elected, will be new and independent directors; the
third is a continuing employee director. Overall, the continuing directors
together with the nominees would have comprised a Board of six independent
directors - an increase from four. The two new nominees and Ms. O'Brien will
enhance and broaden the Board's expertise and strengthen its independence.

10
GOVERNANCE OF THE COMPANY

The Board of Directors held 5 meetings during the Company's fiscal year
ended December 31, 2002. Each current Director attended 75% or more of the
aggregate of (i) the total number of meetings of the Board and (ii) the total
number of meetings held by all committees of the Board on which he or she
served. The Board of Directors has been monitoring the corporate governance
rules that the Securities and Exchange Commission has enacted pursuant to the
Sarbanes-Oxley Act of 2002 and the new corporate governance rules proposed by
NASDAQ. The Company will adopt changes to its corporate governance policies and
practices in order to comply with the final rules.

COMMITTEES OF THE BOARD

The Board of Directors has three standing committees: the Audit Committee,
the Executive Compensation Committee and the Committee on Directors and
Corporate Governance.

THE AUDIT COMMITTEE. The Audit Committee, responsible for reviewing the
Company's financial statements, met 8 times during the fiscal year. The Audit
Committee operates pursuant to a written charter that the Board reviews each
year to assess its adequacy. The current Audit Committee Charter is attached as
Exhibit A to this Proxy Statement. As fully set forth in the attached charter,
the Audit Committee reviews the Company's expenditures, reviews the Company's
internal accounting controls and financial statements, reviews with the
Company's independent auditors the scope of their audit, their report and their
recommendations and recommends the selection of the Company's independent
auditors. During 2002, this Committee was comprised of Mr. Fiederowicz, who
serves as the chairman, Mr. Schwager and Ms. Wiley. Ms. O'Brien was appointed to
the Committee in 2003 to replace Ms. Wiley. Each member of the Audit Committee
is an "independent director" as defined in Rule 4200 of the National Association
of Securities Dealers, Inc. listing standards.

THE EXECUTIVE COMPENSATION COMMITTEE. The Executive Compensation Committee

10
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is responsible for reviewing and approving the compensation of executive
officers of the Company. The Compensation Committee also administers the
Company's 1999 Long-Term Incentive Plan, 2001 Long-Term Incentive Plan and the
2003 Senior Management Bonus Plan. During 2002, the Executive Compensation
Committee met once and was comprised of Co-Chairmen Messrs. Boeckh and Schwager.
Mr. Fiederowicz was appointed to the Committee in 2003 to replace Mr. Boeckh.

THE COMMITTEE ON DIRECTORS AND CORPORATE GOVERNANCE. The Board established
the Committee on Directors and Corporate Governance in fiscal year 2002. The
Committee held one meeting in 2002. Among its specific duties, the Committee
determines criteria for service as director, reviews candidates and considers
appropriate governance practices. The Committee considers nominees for director
proposed by shareholders. To recommend a prospective nominee for the Committee's
consideration, shareholders should submit the candidate's name and
qualifications to the Company's Corporate Secretary in writing to the following
address: First Albany Companies, Inc., 30 South Pearl Street, Albany, New York
12207, Attn: Corporate Secretary. During 2002, Ms. Wiley served as chairperson
and Messrs. Boeckh and Fiederowicz were members of this Committee.

11
DIRECTOR COMPENSATION

During 2002, the Company paid directors who are not executive officers of
the Company (the "Non-Employee Directors") an annual retainer of $6,000 and
$2,500 per board meeting attended ($1,000 for attendance by conference call),
plus reimbursement of reasonable expenses. In addition, the Chair of any
committee and the Non-Employee Directors who are members of such committees were
paid $1,250 and $1,000, respectively, per committee meeting attended. Employee
directors do not receive any compensation for their service as members of the
Board.

On March 10, 2003, the Board of Directors approved the 2003 Directors'
Stock Plan (the "Directors' Plan"), subject to the approval of the Company's
shareholders at the Annual Meeting. If the Directors' Plan is approved by
shareholders, the Non-Employee Directors will be eligible to receive an annual
grant of stock options and restricted share awards as of the date of each annual
meeting. The number of options or restricted shares awarded are generally within
the discretion of the Board, except that no Non-Employee Director may receive an
option covering more than 5,000 shares or 2,000 shares of restricted stock in
any year. Pursuant to this annual grant provision, all of the Company's
Non-Employee Directors following the Annual Meeting will receive stock options
to purchase 1,000 shares of Common Stock.

All options that may be granted under the Directors' Plan will have an
exercise price equal to the fair market value of the Common Stock on the date of
grant, become exercisable in three equal installments beginning on the first
anniversary of the date of grant, and have a ten-year term. In addition to any
annual grant of options or restricted shares, under the Directors' Plan, the
Board may permit a Non-Employee Director to elect to receive all or a portion of
his/her annual cash retainer in restricted shares.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
In the ordinary course of its business, First Albany Corporation extends
credit to employees, including directors and executive officers, under
Regulation T, which regulates credit in cash and margin accounts. Such
extensions of credit are performing and are made on the same terms as for

customers.

The Company has committed to invest as a limited partner up to $20 million

11
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in FA Technology Ventures, L.P. (the "Fund"), a technology fund with total
limited partner equity commitments of $100 million. The Company has also
committed to invest up to an additional $15 million in parallel with the Fund;
this parallel commitment may be satisfied by investments from the Company's
employee funded investment vehicles established by the Company to allow select
employees to invest along with the Fund. Messrs. Boeckh, Goldberg, Schwager and
Fiederowicz are also (directly or indirectly) limited partners in this Fund. The
Fund is managed by FA Technology Ventures Corporation a wholly-owned subsidiary
of the Company, which receives management fees for its services. George McNamee
is an employee of this subsidiary and received compensation from it, which is
reflected in the summary compensation table below. In addition, Mr. McNamee 1is a
member of FATV GP LLC, the general partner of the Fund, with a current 17.251%
membership interest. As a result of this interest in the general partner, he
would be entitled to receive a corresponding percentage of the 20% carried
interest that may

12

become payable by the Fund to its general partner if the Fund's investments are
successful. Mr. McNamee is required under the partnership agreement for the Fund
to devote a majority of his business time to the conduct of the Fund and any
parallel funds.

In addition, as of December 31, 2002, the Company owned approximately 10.8%
of Mechanical Technology Incorporated ("MTI"). Mr. G. McNamee was Chairman and
Chief Executive Officer of MTI until October, 2002 and Mr. Goldberg was a
director of MTI until December, 2002. In 2002, Mr. G. McNamee received no
compensation for his services as Chief Executive Officer at MTI and received
options to purchase 20,000 shares of common stock of MTI for his services as a
director, and Mr. Goldberg received options to purchase 28,000 shares of common
stock of MTI for his services as a director, in each case similar to
compensation granted to other non-employee directors at MTI.

First Albany Corporation (the "Corporation") has an exclusive arrangement
with Meta Group Inc. ("Meta"), an information technology research advisor.
Through the arrangement, the Corporation has access to Meta's research and
analysts and uses this information in support of its own research products. Mr.
Kutnick, a nominee for election to the Board of Directors of the Company, is the
Chairman of the Board of Directors of Meta and holder of approximately 13.5% of
Meta common stock. In 2002, the Corporation paid Meta $1,099,253 (including
$56,753 in expense reimbursements) pursuant to this arrangement. For 2003, the
Corporation expects to pay at least this amount to Meta based on equity trading
volumes.
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COMPENSATION OF EXECUTIVE OFFICERS
SUMMARY COMPENSATION TABLE

The following table sets forth certain information regarding compensation
paid or earned by (i) the Co-Chief Executive Officers and (ii) the Company's
three other executive officers in 2002 (collectively referred to as the "Named

Executive Officers") during each of the Company's last three fiscal years.
LONG TERM
ANNUAL COMPENSATION COMPENSATION AWARDS
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NAME & PRINCIPAL

POSIT

SALARY

SECURITIES
UNDERLYING AL
OPTIONS (2) COMPE

GEORGE C.
CHAIRMAN &
EXECUTIVE

$300,000
300,000
300,000

ALAN P. GO
PRESIDENT
EXECUTIVE

$308,333
300,000
300,000

HUGH A. JO
SENIOR VIC

$240,000
240,000
240,000

STEVEN R.

CHIEF FINANCIAL OFFICER

$203,125
187,500
175,000

STEPHEN P.
SECRETARY
GENERAL CO

ION YEAR
MCNAMEE 2002
CO-CHIEF 2001

OFFICER 2000
LDBERG 2002
& CO-CHIEF 2001
OFFICER 2000
HNSON, JR 2002
E PRESIDENT 2001
2000

JENKINS 2002
2001

2000

WINK 2002

AND 2001
UNSEL 2000

$200, 000
187,500
175,000

RESTRICTED
STOCK

BONUS AWARDS (1)
$300,000 S 0
200,000 0
900, 000 0
$500, 000 S 0
300,000 0
900,000 0
$300,000 S 0
300,000 0
340,000 0
$450,000 $179,250
175,000 0
275,000 0
$175,000 S 0
135,000 0
235,000 0

The following table provides information on option grants during 2002 to

the Named

The only restricted stock award reflected in this column consists of a

grant of 25,000 shares of time-based restricted stock to Mr.
valued at the market price of Common Stock as of the date of grant.

During the 2002 fiscal year,

dividends. As a result,

option granted and the exercise price have been adjusted to reflect

the Company issued two 5% stock

the number of securities underlying each

such dividends where appropriate.

Jenkins,

Represents contributions by the Company to the First Albany Companies

Inc.

Deferred Compensation Plan for Key Employees,

in which certain key employees of the Company are eligible to

participate.

Under this plan,

a participating executive officer will

a nonqualified plan

become vested in any unvested Company contributions in the event that
such executive officer's employment is terminated in connection with a

change of control of the Company.

The committee administering the

Deferred Compensation Plan may also provide in a participant's annual
deferral agreement for acceleration of vesting solely upon a change of

control of the Company.
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STOCK OPTION GRANTS IN LAST FISCAL YEAR

Executive Officers.

INDIVIDUAL GRANTS

POTENTIAL REA

13
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NUMBER OF % OF TOTAL
SECURITIES OPTIONS
UNDERLYING GRANTED TO
OPTIONS EMPLOYEES EXERCISE OR
GRANTED IN FISCAL BASE PRICE EXPIRATION
NAME (#) (1) YEAR ($/SH) (1) DATE
George C. McNamee - - - —=
Alan P. Goldberg 50,000 2.96% 7.1700 12/12/12
Hugh A. Johnson, 25,000 1.48% 7.1700 12/12/12
Steven R. Jenkins 25,000 1.48% 7.1700 12/12/12
Stephen P. Wink 20,000 1.19% 7.1700 12/12/12
1. These options were granted on December 12, 2002 at fair market value

on the date of grant and will vest in one installment on the third

anniversary of the date of grant.

However, each of the options will

immediately become exercisable for all of the option shares in the
event of a change of control of the Company.

2. Represents gain that would be realized assuming the options were held

for the entire option term and the stock price increased at annual

compounded rates of 5% and 10%.
of appreciation only. Actual gains,

if any,

These amounts represent assumed rates
on stock option exercises

and common stock holdings will be dependent on overall market

conditions and on the future performance of the Company and its common
There can be no assurance that the amounts reflected in this

stock.

table will be achieved.
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AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND YEAR-END OPTION VALUES

The following table provides information concerning the exercise of stock
options during 2002 by each of the Named Executive Officers and the year-end
val