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CHORDIANT SOFTWARE, INC.

20400 Stevens Creek Boulevard, Suite 400
Cupertino, California  95014

______________________

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On January 28, 2009
______________________

Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of Chordiant Software, Inc., a Delaware
corporation (the “Company”). The meeting will be held on Wednesday, January 28, 2009 at 1:00 p.m. Pacific Time at
our corporate headquarters located at 20400 Stevens Creek Boulevard, Suite 400, Cupertino, CA 95014 for the
following purposes:

1.   To elect our two (2) nominees to serve as Directors to hold office until the 2012 annual meeting of stockholders.

2.  To ratify the selection by the Company’s Audit Committee of the Board of Directors of BDO Seidman, LLP as the
Company’s independent auditors for the fiscal year ending September 30, 2009.

3.  To approve the Company’s 2005 Equity Incentive Plan, as amended, to increase the aggregate number of shares of
common stock authorized for issuance under the plan by 650,000 shares.

4.  To approve a non-binding resolution to approve the Shareholder Rights Plan that was previously adopted by the
Company’s Board of Directors on July 7, 2008.

5.  To conduct any other business properly brought before the meeting.

 These items of business are more fully described in the Proxy Statement accompanying this Notice.

The record date for the 2009 Annual Meeting of Stockholders is December 1, 2008. Only stockholders of record at the
close of business on that date may vote at the meeting or any adjournment thereof.  We expect to mail this Notice of
Annual Meeting of Stockholders and accompanying proxy materials on or about December 17, 2008.

By Order of the Board of Directors

David M. Zuckerman
Vice President, General Counsel and Secretary

Cupertino, California
December 17, 2008

Important Notice Regarding The Availability of Proxy Materials for the Annual Meeting of Stockholders to Be Held
on January 28, 2009: The Notice of Annual Meeting of Stockholders, Proxy Statement, and our 2008 Annual Report
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on Form 10-K are available on our website at http://chrd.client.shareholder.com/sec.cfm.

You are cordially invited to attend the meeting in person.  Whether or not you expect to attend the meeting, please
complete, date, sign and return the enclosed proxy card, or vote over the telephone or the Internet as instructed in
these materials, as promptly as possible in order to ensure your representation at the meeting.  A return envelope
(which is postage prepaid if mailed in the United States) is enclosed for your convenience.  Even if you have voted by
proxy, you may still vote in person if you attend the meeting.  Please note, however, that if your shares are held of
record by a broker, bank or other nominee and you wish to vote at the meeting, you must obtain a proxy issued in your
name from that record holder. 
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CHORDIANT SOFTWARE, INC.

20400 Stevens Creek Boulevard, Suite 400
Cupertino, California  95014

________________________

PROXY STATEMENT
FOR THE 2009 ANNUAL MEETING OF STOCKHOLDERS

JANUARY 28, 2009
________________________

QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL AND VOTING

Why am I receiving these materials?

We have sent you this proxy statement and the enclosed proxy card because the Board of Directors of Chordiant
Software, Inc. (the “Company” or “Chordiant”) is soliciting your proxy to vote at the Company’s 2009 Annual Meeting of
Stockholders, including at any adjournments or postponements thereof, to be held on January 28, 2009 at 1:00 p.m.
Pacific Time at the Company’s corporate headquarters located at 20400 Stevens Creek Boulevard, Suite 400,
Cupertino, California 95014 (the “Annual Meeting”).  You are invited to attend the Annual Meeting to vote on the
proposals described in this proxy statement.  However, you do not need to attend the Annual Meeting to vote your
shares.  Instead, you may simply complete, sign, date and return the enclosed proxy card, or follow the instructions
below to submit your proxy over the telephone or on the Internet.  The Company intends to mail this proxy statement
and accompanying proxy card on or about December 17, 2008 to all stockholders of record entitled to vote at the
Annual Meeting.

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on December 1, 2008 (the “Record Date’) will be entitled to vote at
the Annual Meeting.  On the Record Date, there were 30,081,690 shares of common stock outstanding and entitled to
vote.

Stockholder of Record: Shares Registered in Your Name

If on the Record Date your shares were registered directly in your name with Chordiant’s transfer agent,
American Stock Transfer & Trust Company, then you are a stockholder of record.  As a stockholder of record, you
may vote in person at the Annual Meeting or vote by proxy.  Whether or not you plan to attend the Annual Meeting,
we urge you to fill out and return the enclosed proxy card or vote by proxy over the telephone or on the Internet as
instructed below to ensure your vote is counted.

Beneficial Owner: Shares Registered in the Name of a Broker, Bank or other Agent

If on the Record Date your shares were held not in your name, but rather in an account at a brokerage firm, bank,
dealer or similar organization, then you are the beneficial owner of shares held in “street name,” and these proxy
materials are being forwarded to you by that organization.  The organization holding your account is considered to be
the stockholder of record for purposes of voting at the Annual Meeting.  As a beneficial owner, you have the right to
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direct your broker, bank or other agent regarding how to vote the shares in your account.  You are also invited to
attend the Annual Meeting.  However, since you are not the stockholder of record, you may not vote your shares in
person at the Annual Meeting unless you request and obtain a valid proxy from your broker, bank or other agent.

What am I voting on?

There are four matters scheduled for a vote:

1.   To elect our two (2) nominees to serve as Directors to hold office until the 2012 annual meeting of stockholders.

1
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2.  To ratify the selection by the Company’s Audit Committee of the Board of Directors of BDO Seidman LLP, as the
Company’s independent auditors for the fiscal year ending September 30, 2009.

3.  To approve the Company’s 2005 Equity Incentive Plan, as amended, to increase the aggregate number of shares of
common stock authorized for issuance under the plan by 650,000 shares.

4.  To approve a non-binding resolution to approve the Shareholder Rights Plan that was previously adopted by the
Company’s Board of Directors on July 7, 2008.

5.  To conduct any other business properly brought before the meeting.

How do I vote?

You may either vote “For” all the nominees to the Board of Directors or you may “Withhold” your vote for any nominee
you specify.  For each of the other matters to be voted on, you may vote “For” or “Against” or abstain from voting.  The
procedures for voting are as follows:

Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the Annual Meeting, vote by proxy using the enclosed
proxy card, vote by proxy over the telephone, or vote by proxy on the Internet.  Whether or not you plan to attend the
Annual Meeting, we urge you to vote by proxy to ensure your vote is counted.  You may still attend the Annual
Meeting and vote in person even if you have already voted by proxy.

1.  To vote in person, come to the Annual Meeting and we will give you a ballot when you arrive.

2.  To vote using the enclosed proxy card, simply complete, sign and date the proxy card and return it promptly in the
envelope provided.  If you return your signed proxy card to us before the Annual Meeting, we will vote your
shares as you instruct.

3.  To vote over the telephone, dial toll-free 1-800-690-6903 using a touch-tone phone and follow the recorded
instructions.  You will be asked to provide the Company number and control number from the enclosed proxy
card.  Your vote must be received by 11:59 p.m. Eastern Time on January 27, 2009 to be counted.

4.  To vote on the Internet, go to http://www.proxyvote.com to complete an electronic proxy card.  You will be asked
to provide the Company number and control number from the enclosed proxy card.  Your vote must be received by
11:59 p.m. Eastern Time on January 27, 2009 to be counted.

Beneficial Owner: Shares Registered in the Name of Broker, Bank or other Agent

If you are a beneficial owner of shares registered in the name of your broker, bank or other agent, you should have
received a proxy card and voting instructions with these proxy materials from that organization rather than from
Chordiant.  Simply complete, sign, date and mail the proxy card to ensure that your vote is counted.  Alternatively,
you may vote by telephone or over the Internet as instructed by your broker, bank or other agent.  To vote in person at
the Annual Meeting, you must obtain a valid proxy from your broker, bank or other agent.  Follow the instructions
from your broker, bank or other agent included with these proxy materials, or contact your broker, bank or other agent
to request a proxy form.

We provide Internet proxy voting to allow you to vote your shares online, with procedures designed to ensure the
authenticity and correctness of your proxy vote instructions.  However, please be aware that you must bear any costs
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associated with your Internet access, such as usage charges from Internet access providers and telephone companies.

2
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How many votes do I have?

On each matter to be voted upon, you have one vote for each share of common stock you own as of the Record Date.

What if I return a proxy card but do not make specific choices?

If you return a signed and dated proxy card without marking any voting selections, your shares will be voted “For” the
election of both of our nominees for director, “For” the ratification of the selection of BDO Seidman, LLP as the
Company’s independent auditors for its fiscal year ending September 30, 2009, “For” the approval of the proposed
650,000 share increase in the number of shares of common stock authorized for issuance under the Company’s 2005
Equity Incentive Plan, as amended, and “For” the approval of a non-binding resolution to approve the Shareholder
Rights Plan that was previously adopted by the Company’s Board of Directors on July 7, 2008.  If any other matter is
properly presented at the meeting, your proxyholder (one of the individuals named on your proxy card) will vote your
shares using his best judgment.

Who is paying for this proxy solicitation?

We will pay for the entire cost of soliciting proxies.  In addition to these mailed proxy materials, our directors and
employees and The Altman Group may also solicit proxies in person, by telephone or by other means of
communication.  Directors and employees will not be paid any additional compensation for soliciting proxies, but The
Altman Group will be paid its customary fee of approximately $5,000 plus out-of-pocket expenses if it solicits
proxies.  We may also reimburse brokerage firms, banks and other agents for the cost of forwarding proxy materials to
beneficial owners.

What does it mean if I receive more than one proxy card?

If you receive more than one proxy card, your shares are registered in more than one name or are registered in
different accounts.  Please complete, sign, date and return each proxy card to ensure that all of your shares are voted.

Can I change my vote after submitting my proxy?

Yes.  You can revoke your proxy at any time before the final vote at the Annual Meeting.  If you are the record holder
of your shares, you may revoke your proxy in any one of three ways:

1.  You may submit another properly completed proxy card with a later date.

2.  You may send a timely written notice that you are revoking your proxy to the Company at 20400 Stevens Creek
Boulevard, Suite 400, Cupertino, California 95014, Attention: Corporate Secretary.

3.  You may attend the Annual Meeting and vote in person.  Simply attending the meeting will not by itself, however,
revoke your prior vote.

If your shares are held by your broker, bank or other agent as a nominee or agent, you should follow the instructions
provided by your broker, bank or other agent.

When are stockholder proposals due for next year’s annual meeting?

Our Bylaws require that for a stockholder proposal to be considered for inclusion in the proxy materials for next year's
annual meeting of stockholders, it must be delivered to our Corporate Secretary not later than the close of business on
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the one hundred twentieth (120th) day nor earlier than the close of business on the one hundred eightieth (180th) day
prior to the first anniversary of the preceding year's annual meeting.

If you intend to present a proposal at our 2010 annual meeting but do not intend for the proposal to be included in next
year's proxy materials, or if you wish to nominate a director for election to our Board of Directors at our 2010 annual
meeting, your proposal must be submitted in writing to our Corporate Secretary, 20400 Stevens Creek Boulevard.,
Cupertino, California 95014 no earlier than August 1, 2009 and no later than September 30, 2009. You are also
advised to review our Bylaws, which contain additional requirements about advance notice of stockholder proposals
and director nominations.

3
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If you wish to submit a stockholder proposal to be considered for inclusion in next year's proxy materials, your
proposal must be submitted in writing no later than August 17, 2009 to our Corporate Secretary, 20400 Stevens Creek
Boulevard, Suite 400, Cupertino, California 95014. The proposal will need to comply with Securities and Exchange
Commission (“SEC”) regulations under Rule 14a-8 of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”) regarding the inclusion of stockholder proposals in company-sponsored proxy materials.

However, if the date of the annual meeting is advanced more than thirty (30) days prior to or delayed by more than
thirty (30) days after the anniversary of the preceding year's annual meeting, the stockholder proposal must be
received not later than the close of business on the one hundred twentieth (120th) day and not earlier than the close of
business on the one hundred eightieth (180th) day prior to such annual meeting, or the tenth (10th) day following the
day on which the public announcement of the date of such meeting is first made.

How are votes counted?

Votes will be counted by the inspector of election appointed for the Annual Meeting, who will separately count “For”
and “Withhold” and, with respect to proposals other than the election of directors, “Against” votes, abstentions and broker
non-votes.  Abstentions will be counted towards the vote total for each proposal, and will have the same effect as an
“Against” vote.  Broker non-votes have no effect and will not be counted towards the vote total for any proposal.

What are “broker non-votes”?

Broker non-votes occur when a beneficial owner of shares held in “street name” does not give instructions to the broker
or nominee holding the shares as to how to vote on matters deemed “non-routine.” Generally, if shares are held in street
name, the beneficial owner of the shares is entitled to give voting instructions to the broker or nominee holding the
shares.  If the beneficial owner does not provide voting instructions, the broker or nominee can still vote the shares
with respect to matters that are considered to be “routine,” but not with respect to “non-routine” matters.   “Non-routine”
matters are generally those involving a contest or a matter that may substantially affect the rights or privileges of
shareholders, such as mergers or shareholder proposals.

How many votes are needed to approve each proposal?

•  On Proposal No. 1,  the election of directors, the two (2) nominees receiving the most “For” votes from the holders of
shares present in person or by proxy and entitled to vote on the matter will be elected.  Only votes “For” or “Withheld”
will affect the outcome.

•  To be approved, Proposal No. 2, the ratification of the selection of BDO Seidman, LLP as the Company’s
independent auditors for the fiscal year ending September 30, 2009, must receive “For” votes from the holders of a
majority of the shares present in person or by proxy and entitled to vote on the matter.  If you “Abstain” from voting,
it will have the same effect as an “Against” vote.  Broker non-votes are not deemed to be votes cast, and therefore will
have no effect on the outcome of this proposal.

•  To be approved, Proposal No. 3, the approval of the proposed 650,000 share increase in the number of shares of
common stock authorized for issuance under the Company’s 2005 Equity Incentive Plan, as amended, must receive
“For” votes from the holders of a majority of shares present in person or by proxy and entitled to vote on the
matter.  If you “Abstain” from voting, it will have the same effect as an “Against” vote.  Broker non-votes are not
deemed to be votes cast, and therefore will have no effect on the outcome of this proposal.

•  To be approved, Proposal No. 4, the non-binding resolution to approve the Shareholder Rights Plan that was
previously adopted by the Company’s Board of Directors on July 7, 2008, must receive “For” votes from the holders
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of a majority of the shares present in person or by proxy and entitled to vote on the matter.  If you “Abstain” from
voting, it will have the same effect as an “Against” vote.  Broker non-votes are not deemed to be votes cast, and
therefore will have no effect on the outcome of this proposal.

4

Edgar Filing: CHORDIANT SOFTWARE INC - Form DEF 14A

12



What is the quorum requirement?

A quorum of stockholders is necessary to hold a valid annual meeting.  A quorum will be present if stockholders
holding at least a majority of the outstanding shares as of the Record Date are present at the Annual Meeting in person
or by proxy.  On the Record Date, there were 30,081,690 shares outstanding and entitled to vote. Thus, the holders of
15,040,846 shares must be present in person or by proxy at the Annual Meeting to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf
by your broker, bank or other nominee) or if you vote in person at the Annual Meeting.  Abstentions and broker
non-votes will be counted towards the quorum requirement.  If there is no quorum, the holders of a majority of shares
present at the meeting in person or by proxy may adjourn the Annual Meeting to another date.

How can I find out the results of the voting at the Annual Meeting?

Preliminary voting results will be announced at the Annual Meeting.  Final voting results will be published in the
Company’s quarterly report on Form 10-Q for the second quarter of fiscal year 2009.

5
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PROPOSAL 1

ELECTION OF DIRECTORS

Chordiant’s Board of Directors is divided into three classes. Each class consists, as nearly as possible, of one-third of
the total number of directors, and each class has a three-year term. Vacancies on the Board may be filled only by
persons elected by a majority of the remaining directors. A director elected by the Board to fill a vacancy in a class,
including vacancies created by an increase in the number of directors, shall serve for the remainder of the full term of
that class and until the director’s successor is elected and qualified.

The Board of Directors presently has seven members. There are two directors in the class whose term of office expires
in 2009.  One nominee for election to this class, William J. Raduchel, is a director of ours who was previously elected
by the stockholders. One nominee for election to this class, Allen A. A. Swann, was elected by our Board to fill a
vacancy.  Mr. Swann was recommended to the Board by the Nominating and Corporate Governance Committee to
serve as a director until the 2009 Annual Meeting. If elected at the Annual Meeting, each of these nominees would
serve until the 2012 annual meeting of stockholders and until his successor is elected and has qualified, or, if sooner,
until his death, resignation or removal.  It is the Company’s policy to encourage directors and nominees for director to
attend the Company’s annual meetings.  The following directors attended the 2008 annual meeting of stockholders in
person or via telephone:  Messrs. Springsteel (Chairman), Hoffman, Raduchel, Springett and Stevens.

The following is a brief biography of each nominee and each director whose term will continue after the Annual
Meeting.

Nominees for Election for Three-Year Terms Expiring at the 2012 Annual Meeting of Stockholders

William J. Raduchel, Ph.D., age 62, has served on our Board of Directors since February 2003, and previously served
on our Board between August 1998 and May 2001.  From June 2006, Dr. Raduchel has served as a director of Opera
Software ASA, a Norwegian web browser company, and since June 2007, its Chairman of the Board.  Since
December 2005, Dr. Raduchel has served as a director of Silicon Image, Inc., a provider of semiconductors and
intellectual property for the secure storage, distribution and presentation of high-definition content, and from April
2003 until joining their board was a strategic advisor to that company.  Since February 2005, he has served as a
director of Blackboard Inc., a provider of educational enterprise technology.  From March 2004 until June 2006, Dr.
Raduchel served as the Chairman, and from May 2004 to February 2006, Chief Executive Officer, of Ruckus
Network, Inc., a privately-held digital entertainment network designed specifically for college students. From
September 1999 through January 2001, he served as Chief Technology Officer of AOL, becoming Chief Technology
Officer of AOL Time Warner (now known as Time Warner Inc.) in January 2001, a position he held through
December 2002. Dr. Raduchel received a Bachelor of Arts degree in Economics from Michigan State University, and
A.M. and Ph.D. degrees in Economics from Harvard University.

Allen A.A. Swann, age 58, joined our Board of Directors in February 2008. Since June 2008, Mr. Swann has served as
the Business Development Director of Manpower Software plc, a world leader in workforce planning.  From January
2006 to May 2008, Mr. Swann was the Interim Sales Director of Manpower Software plc.  From March 2001 to
October 2004, Mr. Swann was President of International Operations at Chordiant following the merger of Chordiant
and Prime Response Ltd. in March 2001.  From February 1998 to March 2001, he served in various capacities at
Prime Response Ltd., including Senior Vice President of International Operations, President of International
Operations, and most recently as Chief Executive Officer.  Since June 2008, Mr. Swann has served on the board of
directors of Manpower Software plc.  Since October 2007, Mr. Swann has served as Chairman of the Board, of
CopperEye, a privately-held UK software company that provides enterprise data management solutions. From July
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2005 to January 2008, Mr. Swann served as a director of Solid Oy, a Finnish database and distributed data
synchronization software company, which was sold to IBM Plc in January 2008.  Mr. Swann holds a Bachelor of
Science degree in Operational Research and Statistics from Salford University in the UK.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” EACH NAMED NOMINEE.

6

Edgar Filing: CHORDIANT SOFTWARE INC - Form DEF 14A

15



Directors Continuing in Office Until the 2010 Annual Meeting

Charles E. Hoffman, age 59, has served on our Board of Directors since January 2005. From June 2001 until his
retirement in April 2008, Mr. Hoffman served as the President, Chief Executive Officer and a director of Covad
Communications Group, Inc., a nationwide provider of integrated voice and data communications. From January 1998
to June 2001, Mr. Hoffman served as President and Chief Executive Officer of Rogers Wireless, Inc., a Canadian
communications and media company. Since June 2006, Mr. Hoffman has served as a director of Synchronoss
Technologies Inc., a provider of on-demand transaction management solutions to the communication service provider
market.  Mr. Hoffman holds a Bachelor of Science degree and a Masters of Business Administration from the
University of Missouri at St. Louis.

David R. Springett, Ph.D., age 73, has served on our Board of Directors since January 2000.  From February 1994 to
July 2007, Dr. Springett served as President of the Community College Foundation, an educational foundation. Dr.
Springett held various positions during his 26-year career with Xerox Corporation, retiring in 1992 as Vice President
of Strategic Marketing.  He is a board member of the California Vehicle Foundation and the California State
Commission on Welfare Reform and Training. Dr. Springett holds a Bachelor of Science degree in Mechanical
Engineering from the University of Toronto and a Doctorate in Engineering from Queens University in Canada.

Daniel A. Gaudreau, age 61, has served on our Board of Directors since February 2008. Since April 1997, Mr.
Gaudreau has served as Senior Vice President, Operations and Chief Financial Officer of Actuate Corporation, an
enterprise reporting and performance management applications company.  Prior to joining Actuate, Mr. Gaudreau
served as Vice President, Finance and Administration and Chief Financial Officer at Plantronics, Inc., an audio
products company.  Prior to joining Plantronics, Mr. Gaudreau was Vice President, Finance and Administration and
Chief Financial Officer at Ready Systems, a privately-held operating system company.  Prior to joining Ready
Systems, Mr. Gaudreau was the Controller, U.S. Manufacturing Operations at Apple Computer. Mr. Gaudreau holds a
Bachelor of Science degree in Industrial Management from Clarkson University, Potsdam, New York.

Directors Continuing in Office Until the 2011 Annual Meeting

Steven R. Springsteel, age 51, has served as a Director of the Company since January 2004 and has served as the
Chairman of our Board of Directors since November 2006. He has served as our President and Chief Executive
Officer since February 2006. From January 2003 to September 2005, he served as Senior Vice President of Finance
and Administration and Chief Financial Officer of Verity, Inc., a public intellectual capital management software
company, and from September 2005 to December 2005, its President and Chief Financial Officer, at which point
Verity was purchased by Autonomy Corporation, plc. From November 2001 to January 2003, Mr. Springsteel served
as the Chief Operating Officer and Chief Financial Officer of Sagent Technology, Inc., a public business intelligence
software company, whose assets were acquired by Group 1 Software, Inc. in January 2003. From October 2000 to
November 2001, Mr. Springsteel served as the Chief Operating Officer and Chief Financial Officer of NOCpulse, a
privately-held software company subsequently acquired by Red Hat. From November 1996 to October 2000, Mr.
Springsteel served as our Executive Vice President and Chief Financial Officer. Mr. Springsteel also serves on the
boards of Zend Technologies Ltd., a privately-held provider of products and services for PHP applications, and the
California State Parks Foundation. Mr. Springsteel holds a Bachelor of Business Administration from Cleveland State
University.

Richard G. Stevens, age 62, has served on our Board of Directors since March 2006. Mr. Stevens is the Founder and
Managing Director of Hunter Stevens, LLC, a professional services firm he founded in 1995.  Prior to founding
Hunter Stevens, Mr. Stevens served as a partner with Ernst & Young LLP and Coopers & Lybrand LLP, both of
which are public accounting firms. Mr. Stevens has previously served as a director and the Chairman of the Audit
Committee of Verity, Inc., a public intellectual capital management software company and of Pain Therapeutics, Inc.,
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a public biopharmaceutical company. Mr. Stevens holds a Bachelor of Science degree with honors from the
University of San Francisco, and is a licensed Certified Public Accountant (CPA) in the State of California and a
Certified Fraud Examiner.

7
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INFORMATION REGARDING THE BOARD OF DIRECTORS AND CORPORATE GOVERNANCE

Independence of the Board of Directors

As required under the listing standards of the National Association of Securities Dealers Automated Quotations Stock
Market (“NASDAQ”), a majority of the members of a listed company’s Board of Directors must qualify as “independent,”
as affirmatively determined by the Board of Directors.  The Board consults with the Company’s counsel to ensure that
the Board’s determinations are consistent with relevant securities and other laws and regulations regarding the
definition of “independent,” including those set forth in pertinent listing standards of NASDAQ, as in effect time to
time.

Consistent with these considerations, after review of all relevant transactions or relationships between each director, or
any of his or her family members, and the Company, its senior management and its independent auditors, the Board
has affirmatively determined that the following five (5) directors are independent directors within the meaning of the
applicable NASDAQ listing standards:  Mr. Gaudreau, Mr. Hoffman, Dr. Raduchel, Dr. Springett and Mr. Stevens.  In
making this determination, the Board found that none of these directors or nominees for director had a material or
other disqualifying relationship with the Company.  Mr. Springsteel, our Chairman, President and Chief Executive
Officer, is not an independent director due to his employment with the Company. The Board determined that Mr.
Swann is not an independent director because he was entitled to benefits from the Company within the past three years
in connection with his prior employment with the Company.  However, the Board has affirmatively determined that
effective January 1, 2009, Mr. Swann shall be an independent director within the meaning of the applicable NASDAQ
listing standards.

Meetings of the Board of Directors

The Board of Directors met seventeen (17) times, and acted by Unanimous Written Consent two (2) times, during the
last fiscal year.  Each Board member attended 75% or more of the aggregate number of the meetings of the Board and
of the committees on which he served held during the period for which he was a director or committee member.

As required under NASDAQ listing standards, our independent directors meet in regularly scheduled executive
sessions at which only independent directors are present.  Executive sessions are typically chaired by Dr. Springett,
the Board's Lead Independent Director.

Information Regarding Committees of the Board of Directors

The Board has three standing committees: an Audit Committee, a Compensation Committee, and a Nominating and
Corporate Governance Committee.  The following table provides membership information for fiscal 2008 for each of
the Board committees:

Name Audit Compensation

Nominating
and Corporate
Governance

Daniel A. Gaudreau (1) X
Charles E. Hoffman X     X(2)
William J. Raduchel      X(2)
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