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     (e) On September 17, 2007, the Organization and Compensation Committee of the Board of Directors of SurModics, Inc. (“the Company”) took action
designed to give the Company’s employees, including executive officers, participating in the Company’s 2007 Bonus Plan (the “Bonus Plan”), or holding
performance share awards with fiscal year 2007 as their performance period (the “2007 Performance Awards”), special consideration for a significant
customer contract entered into in fiscal year 2007. The Committee decided that in determining the level of employee bonus payouts and performance share
vesting for fiscal year 2007 under the Bonus Plan and 2007 Performance Awards, the full up front licensing fee received in fiscal year 2007 by the Company
from Merck & Co., Inc. under the license agreement entered into by the parties in June 2007 should be included in fiscal year 2007 revenue and earnings per
share calculations although the Company’s recognition of such revenue for financial reporting purposes under GAAP will be required to be amortized over a
yet to be determined period. The Committee also decided that amortized revenue associated with the up front licensing fee received from Merck that is
recognized in future periods will be excluded from calculations for future bonus plans or performance share awards. The Committee’s action will result in
expensing the full amount of any fiscal year 2007 compensation amounts under the Bonus Plan and 2007 Performance Awards in the fourth fiscal quarter of
the current fiscal year and, accordingly, would result in a significant increase in such quarter’s compensation expense as compared to the level of
compensation expense recorded by the Company in the fourth quarter of fiscal year 2006. No expense has been accrued in any prior quarters of the current
2007 fiscal year for compensation amounts under the Bonus Plan or in connection with the 2007 Performance Awards.
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     Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
     
 SURMODICS, INC.

  

 By /s/ Philip D. Ankeny   
Date: September 21, 2007 Name:  Philip D. Ankeny  
 Title:  Chief Financial Officer  
 

 


