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Keynote Systemns, Inc.
777 Mariners |sland Boul evard
San Mateo, California 94404

Keynote Systens, Inc. is filing an amended Schedul e 14A to correct two
errors in the nunber of shares referenced in the description of Proposal No. 2,
as originally filed on January 22, 2009. The anended Schedul e 14A reflecting the
correction above is attached hereto. This updated version is the version that is
being mailed to stockhol ders.

January 26, 2009



Keynote Systens, Inc.
777 Mariners |sland Boul evard
San Mateo, California 94404

January 22, 2009
To our Stockhol ders:

You are cordially invited to attend the 2009 Annual Meeting of
St ockhol ders of Keynote Systens, Inc. to be held at our executive offices,
| ocated at 777 Mariners Island Boulevard in San Mateo, California, on Friday,
February 27, 2009 at 10:00 a.m, Pacific Tine.

The matters expected to be acted upon at the neeting are described in
detail in the followi ng notice of the 2009 Annual Meeting of Stockhol ders and
proxy statement.

W encourage you to use this opportunity to take part in the affairs of
Keynote Systens, Inc. by voting on the business to come before this neeting.
After reading the Proxy Statement, please mark, sign, date and return the
encl osed proxy card in the acconpanying reply envelope, call the toll-free
nunber or use the Internet by followi ng the instructions included with your
proxy card, whether or not you plan to attend the Annual Meeting in person.
Returning the proxy does not deprive you of your right to attend the neeting and
to vote your shares in person.

We ook forward to seeing you at the neeting.

Sincerely,

/sl Umrang Gupta
Urang Gupt a
Chai rman of the Board and Chi ef Executive Oficer



Keynote Systens, Inc.
777 Mariners |sland Boul evard
San Mateo, California 94404

NOTI CE OF THE 2009 ANNUAL MEETI NG OF STOCKHOLDERS
To our Stockhol ders:

NOTI CE |'S HEREBY G VEN that the 2009 Annual Meeting of Stockhol ders of
Keynote Systems, Inc. will be held at our executive offices, |located at 777
Mariners |sland Boul evard in San Mateo, California, on Friday, February 27, 2009
at 10:00 a.m, Pacific Time, for the follow ng purposes:

1. To el ect seven menbers of Keynote's Board of Directors;

2. To approve anendnents to our 1999 Equity Incentive Plan to extend
its termto Decenber 31, 2011;

3. To approve anendnents to our 1999 Enpl oyee Stock Purchase Plan to
extend its termby ten years;

4. To ratify the selection of Deloitte & Touche LLP as Keynote's
i ndependent registered public accounting firmfor the fiscal year ending
Sept enber 30, 2009; and

5. To transact such other business as may properly conme before the
nmeeting or any adjournnent.

The foregoing itenms of business are nore fully described in the proxy
statement acconpanying this notice. Only stockholders of record at the close of
busi ness on January 15, 2009 are entitled to notice of and to vote at the Annual
Meeting or any adjournnent thereof.

Al'l stockholders are cordially invited to attend the Annual Meeting. Please
carefully read the acconpanyi ng Proxy Statement which describes the matters to
be voted upon at the Annual Meeting. Wiether or not you plan to attend, to
assure your representation at the neeting, please submt your proxy and voting
instructions over the Internet, by tel ephone, or nark, date, sign and pronptly
return the acconpanying proxy in the encl osed postage-paid envel ope so that your
shares may be represented at the nmeeting. If you attend the Annual Meeting and
vote by ballot, your proxy vote will be revoked automatically and only your vote
at the Annual Meeting will be counted.

I nportant Notice Regarding Availability of Proxy Materials for the Annual
Meeting to be held on February 27, 2009: The proxy statenent and annual report
to stockholders are available to you at www keynote.com

By Order of the Board of Directors,

/'s/  ANDREW HAMER

Andr ew Hamer
Secretary

San Mateo, California
January 22, 2009

VWet her or not you expect to attend the Annual Meeting, please conplete,
date, sign and pronptly return the acconpanying proxy in the encl osed
post age- pai d envel ope so that your shares may be represented at the neeting.



Proposal No. 1--Election

Noni nees for Board
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Keynote Systens, Inc.
777 Mariners |sland Boul evard
San Mateo, California 94404

PROXY STATEMENT
FOR THE 2009 ANNUAL MEETI NG OF STOCKHOLDERS

January 22, 2009

The encl osed proxy card ("Proxy") is solicited on behalf of the Board of
Directors of Keynote Systems, Inc., a Delaware corporation, for use at the 2009
Annual Meeting of Stockholders to be held at our executive offices, |located at
777 Mariners Island Boul evard in San Mateo, California, on Friday, February 27,
2009 at 10:00 a.m, Pacific Time. Only hol ders of record of our conmpn stock at
the cl ose of business on January 15, 2009, which is the record date, will be
entitled to vote at the Annual Meeting. At the close of business on the record
date, there were 14,195,181 shares of Keynote comon stock outstanding. All
proxies will be voted in accordance with the instructions contained therein and,
if no choice is specified, the proxies will be voted in favor of the nom nees
for director and the proposal presented in the acconpanying notice of the Annual
Meeting and this proxy statenent. This proxy statenment and the acconpanying form
of proxy will be first mailed to stockhol ders on or about January 22, 2009. Cur
annual report for the fiscal year ended Septenber 30, 2008 is enclosed with this
proxy statenent.

Voting Rights

Hol ders of our common stock are entitled to one vote for each share held
as of the record date.

Vote Needed for a Quorum

A quorumis required for our stockhol ders to conduct business at the
Annual Meeting. The holders of a majority of the shares of our common stock
entitled to vote on the record date, present in person or represented by proxy,
will constitute a quorumfor the transaction of business. Abstentions and broker
non-votes, as described bel ow, are counted as present for purposes of
deternmining the presence or absence of a quorumfor the transaction of business.

Vote Required to Approve Proposal s

Wth respect to Proposal No. 1, directors will be elected by a
plurality of the votes of the shares of our commpn stock present in person or
represented by proxy at the Annual Meeting and entitled to vote. Approval and
adoption of each of Proposals No. 2 and 3 requires the affirmative vote of a
majority of the shares of our commpn stock entitled to vote on the proposal that
are present in person or represented by proxy at the Annual Meeting and are
voted for or against the proposal.

The effectiveness of any of the proposals is not conditioned upon the
approval by our stockhol ders of any other proposal by the stockhol ders.

Effect of Abstentions

| f stockhol ders abstain fromvoting, including brokers holding their
custoners' shares of record who cause abstentions to be recorded, these shares
are considered present and entitled to vote at the Annual Meeting. These shares
will count toward determ ning whether or not a quorumis present. However, these
shares will not be taken into account in determining the outcome of Proposal No.
1, Proposal No. 2 and Proposal No. 3.

Effect of "Broker Non-Votes"

If a stockhol der does not give a proxy to its broker with instructions as
to how to vote the shares, the broker has authority under New York Stock
Exchange rules to vote those shares for or against certain "routine" matters. If
a broker votes shares that are unvoted by its custoners for or against a
proposal, these shares are considered present and entitled to vote at the Annual
Meeting. These shares woul d count toward determ ning whether or not a quorumis
present. These shares would al so be taken into account in determning the
outcone of the proposals.

A broker may not be entitled to vote shares held for a beneficial owner on
certain non-routine items, such as Proposal No. 2 and Proposal No. 3, absent
instructions fromthe beneficial owners of such shares. Thus, if a broker does
not receive specific instructions, the shares held by that broker nay be treated
as "broker non-votes" and may not be voted on these nmatters and, in such event,
such shares will not be counted in deternining the nunber of shares necessary
for approval.

Adj our nnent of Meeting

In the event that sufficient votes are not received by the date of the
Annual Meeting, the persons named as proxies may propose one or nore
adj ournments of the Annual Meeting to permit further solicitations of proxies.
Any such adjournment would require the affirmative vote of the majority of the
shares of conmmon stock present in person or represented by proxy at the Annual
Meet i ng.



Expenses of Soliciting Proxies

We will bear the entire cost of solicitation, including the preparation,
assenbly, printing and mailing of this Proxy Statenent, the Proxy and voting
instructions and any additional solicitation materials furnished to stockhol ders
by us. Following the original mailing of the proxies and other soliciting
materials, we and/or our agents may also solicit proxies by mail, telephone,
tel egraph, press rel eases, advertisenents, postings on our website or in person.
Following the original mailing of the proxies and other soliciting materials, we
will request that brokers, custodians, noninees and other record hol ders of our
common stock forward copies of the proxy and other soliciting materials to
persons for whomthey hold shares of common stock and request authority for the
exerci se of proxies. In these cases, we will reinmburse the record hol ders for
their reasonabl e expenses if they ask us to do so. W have engaged MacKenzie
Partners to assist us in the solicitation of proxies and to provide rel ated
advi ce and information support at an estimted cost of $15,000, plus expenses
and di sbursenents.

Revocability of Proxies

Any person signing a proxy in the form acconpanying this proxy statenent
has the power to revoke it prior to the Annual Meeting or at the Annual Meeting
prior to the vote. A proxy may be revoked by any of the follow ng nethods:

o awitten instrument delivered to us stating that the proxy is
revoked;

o a subsequent proxy that is signed by the person who signed the
earlier proxy and is presented at the Annual Meeting; or

o attendance at the Annual Meeting and voting in person.

Pl ease note, however, that if a stockholder's shares are held of record by
a broker, bank or other noninee and that stockhol der w shes to vote at the
Annual Meeting, the stockholder nust bring to the Annual Meeting a letter from
the broker, bank or other nominee confirming the stockhol der's beneficial
owner ship of the shares.

Tel ephone or Internet Voting

For stockholders with shares registered in the nane of a brokerage firmor
bank, a number of brokerage firnms and banks are participating in a program for
shares held in "street nane" that offers tel ephone and Internet voting options.
St ockhol ders with shares registered directly in their names with American Stock
Transfer & Trust Co LLC ("AST"), our transfer agent, will also be able to vote
using the tel ephone and Internet. If your shares are held in an account at a
brokerage firmor bank participating in this programor registered directly in
your nane with AST, you nay vote those shares by calling the tel ephone nunber
specified on your proxy or accessing the Internet website address specified on
your proxy instead of conpleting and signing the proxy itself. The giving of
such a tel ephonic or Internet proxy will not affect your right to vote in person
shoul d you decide to attend the Annual Meeting.

The tel ephone and Internet voting procedures are designed to authenticate
stockhol ders' identities, to allow stockholders to give their voting
instructions and to confirmthat stockholders' instructions have been recorded
properly. Stockholders voting via the tel ephone or Internet should understand
that there nay be costs associated with tel ephonic or electronic access, such as
usage charges fromtel ephone conpanies and |Internet access providers, that nust
be borne by the stockhol der.



PROPCSAL NO. 1
ELECTI ON OF DI RECTORS

At the Annual Meeting, stockholders will elect directors to hold office
until the next Annual Meeting of Stockholders and until their successors have
been el ected and qualified or until a director's earlier resignation or renoval.
The size of our Board of Directors is currently set at seven menbers. The
persons named proxyholders in the Proxy will vote all Proxies received by them
in favor of the seven noninees |isted belowin the absence of contrary
instructions and the proxies cannot be voted for a greater nunber of persons
than the nunber of nom nees naned.

Al'l nomi nees naned bel ow have consented to being nanmed in this Proxy
Statenent and to serve as directors, if elected. |f, however, any of the
noni nees nanmed in the acconpanying Proxy are unable or unwilling to serve (which
is not expected) at the time of the Annual Meeting, the Proxies (except those
marked to the contrary) will be voted for such other person(s) as the persons
naned in the acconpanying Proxy may recomrend. The seven candi dates receiving
the hi ghest nunber of votes of the shares present in person or represented by
proxy at the Annual Meeting and entitled to vote on the election of directors
will be elected to our Board of Directors.

The Board of Directors reconmmends that the stockholders vote FOR the
el ection of each of the follow ng nominees to serve as nenbers of our Board of
Directors until the 2010 Annual Meeting or until their respective successors
have been el ected and qualified or until their earlier death, resignation or
renoval .

Nomi nees for Board of Directors

The nanes of the noninees for election to our Board of Directors at the
Annual Meeting, and information about each of them are included bel ow.

Di rector
Name Age Principal Occupation Si nce
Un‘ang Gupta 59 Chai rman of the BoardandChlefExecutlve O ficer of Keynote 1997
David Cowan (1) (2) 43 General Partner of Bessemer Venture Partners 1998
Deborah Ri eman*(1) 59 Retired President and Chief Executive Oficer of Check Point Software Technol ogies Inc. 2002
Mhan Gyani (3) 57 Retired President and Chief Executive Officer of AT&T Wrel ess Mbility Services 2002
Raynond L. Qcanpo Jr. (2) (3) 55 President and Chief Executive Officer, Sanurai Surfer LLC 2004
Jennifer Bolt (1) 44 Executive Vice President, Operations and Technol ogy of Franklin Resources, Inc. 2004
Charles M Boesenberg (3) 60 Retired President and Chief Executive Officer of NetlQ Inc. 2006

* Lead independent director

(1) Menber of our Conpensation Committee

(2) Menber of our Nominating and Governance Committee
(3) Menber of our Audit Committee

Umang CGupta has served as one of our directors since Septenber 1997 and as
our Chief Executive Oficer and Chairnan of the Board of Directors since
Decenber 1997. Previously, he was a private investor and an advi sor to
hi gh-technol ogy conpani es and the founder and chairman of the board and chi ef
executive officer of Gupta Corporation. He previously held various positions
with Oracle Corporation and IBM M. Gupta holds a B.S. degree in chemical
engi neering fromthe Indian Institute of Technol ogy, Kanpur, India, and an
M B. A. degree from Kent State University.

Davi d Cowan has served as one of our directors since March 1998. Since
August 1996, M. Cowan has served as a General Partner of Bessener Venture
Partners, a venture capital investment firm M. Cowan is also a director of
several private conpanies. M. Cowan holds an A B. degree in mathematics and
conputer science and a MB. A degree fromHarvard University.

Deborah Rieman has served as one of our directors since January 2002 and
as our lead independent director since April 2004. Since June 1999, Dr.
Ri eman has nanaged a private investnent fund. FromJuly 1995 to June 1999, Dr.
Ri eman was the President and Chief Executive Oficer of Check Point Software
Technologies Inc., an Internet security software conpany. Dr. Rieman also
serves as a director of Corning Inc., Kintera, |Inc. and Tunbleweed
Commruni cations Inc. Dr. Rieman holds a Ph.D. degree in mathematics from
Colunbia University and a B.A degree in mathematics from Sarah Law ence
Col | ege.

Mbhan Gyani has served as one of our directors since January 2002. M.
Gyani has been a private investor since Decenber 2004. He served as Chief
Executive O ficer and Chairnman of Roamware from May 2005 to December 2005. M.
Gyani was a senior advisor to the Chairman and Chief Executive O ficer of
AT&T Wreless fromJanuary 2003 to Decenber 2004. He served as President and
Chief Executive O ficer of AT&T Wreless Mbility Services from February
2000 to January 2003. From 1995 to 1999, M. Gyani served as Executive
Vice President and Chief Financial Oficer of AirTouch Conmunications. M.
Gyani is a nmenber of the boards of directors of SIRF Technol ogy Holdings, Inc.,
Safeway Inc., Union Bank of California, Mdbile TeleSystens and three private
conpanies. M. Gyani holds an MB. A degree and a B. A degree in business
admini stration from San Francisco State University.



Raynond L. Qcanpo Jr. has served as one of our directors since March
2004. Since April 2004, M. Ccanpo has served as President and Chief Executive
O ficer of Sanurai Surfer LLC, a consulting and investnent conpany. In
Novenber 1996, M. Ccanpo retired fromOracle Corporation, where he had
served in various senior and executive positions since 1986, npbst recently as
Senior Vice President, GCeneral Counsel and Secretary since Septenber 1990.
M. Ccanpo is a nenber of the board of directors of PM Goup, Inc. M.
Ccanpo holds a J.D. degree from Boalt Hall School of Law at the University
of California at Berkeley and an A B. degree in Political Science fromthe
University of California, Los Angeles.

Jennifer Bolt has served as one of our directors since April 2004.
Ms. Bolt has served as Executive Vice President, Operations and Technol ogy
of Franklin Resources, |Inc., a financial services conpany since June 2006.
Prior to that tinme, she served in various other capacities for Franklin
Resources, Inc. or its subsidiaries. M. Bolt serves as chairman of Franklin
Capital Corporation, director of Fiduciary Trust Conpany International and is a
menber of Franklin Resources, Inc.'s Executive Conmittee. M. Bolt is also a

menber of the board of Tenpleton dobal Gowh Fund Ltd, Riva Financial
Systens and a nenber of the boards of other private conpanies. She is also a
board nmenber of the Juvenile Diabetes Research Foundation. M. Bolt is a
graduate of the Anerican Bankers Association's Stonier Gaduate School of
Banki ng. She earned her B.A. in econonics and physical education fromthe
University of California at Davis.

Charles M Boesenberg has served as one of our directors since Septenber
2006. From January 2002, M. Boesenberg served as Chairman, CEO and President of
Net1 Q Inc. before it was acquired by Attachmate Corporation in June 2006. M.
Boesenberg has retired after the acquisition. From March 2000 to Decenber 2001,
M. Boesenberg served as President of Post PC Ventures, a managenent and
investnent group. M. Boesenberg was president and CEO of |ntegrated Systens,
Inc. (ISl), a provider of enbedded systens software, from 1998 until 1Sl nerged
with Wnd River Systens in February of 2000. M. Boesenberg joined ISl from
Magel | an, where he was CEO From 1992 to 1994. M. Boesenberg currently serves
on the boards of directors of Callidus Software Inc., Interwoven, Inc., Rackable
Systens, Inc and other private conpanies. He holds a B.S. in nechanical
engi neering fromthe Rose Hull man Institute of Technology and an MS. in
busi ness admi nistration from Boston University.

The Board Recommends a Vote "FOR' the El ection of
Each of the Nominated Directors.



Cor porate Governance and Board Matters
Cor por at e Gover nance

Keynot e mai ntains a corporate governance page on its website which
includes information about its corporate governance initiatives, including
Keynote's Code of Business Conduct and Ethics, Code of Ethics for Chief
Executive O ficer and Senior Financial Departnent Personnel, Corporate
Gover nance Guidelines and charters for the conmittees of the board of directors.
The corporate governance page can be found at ww. keynote.com by clicking on
"Conpany,” on "lnvestor Relations,” and then on "Corporate Governance."

Keynote's policies and practices reflect corporate governance initiatives
that are conpliant with the listing requirenents of The NASDAQ Stock Market and
the corporate governance requirenments of the Sarbanes-Oxl ey Act of 2002,

i ncl udi ng:

o Anmgjority of the Board menbers are independent of Keynote and its
managenent ;

o Al menbers of the key Board conmittees--the Audit Committee, the
Conpensation Conmittee, and the Nomi nating and Governance
Commi ttee--are independent;

o Keynote has appointed a Lead |ndependent Director;

o The independent nenbers of the Board of Directors neet regularly
wi t hout the presence of managenent. Dr. Rienan, the |ead
i ndependent director, presides at these executive sessions;

o Keynote has a clear code of business conduct that is annually
affirmed by its enpl oyees;

o The charters of the Board committees clearly establish their
respective roles and responsibilities;

o Keynote's Audit Committee has procedures in place for the anonynous
submi ssi on of enpl oyee conpl aints on accounting, internal accounting
controls, or auditing nmatters;

o Keynote has adopted a code of ethics that applies to its Chief
Executive Oficer and all senior nenbers of its finance departnent,
including our Chief Financial Oficer; and

o Keynot e has adopted corporate governance gui delines and principles.

Director |ndependence

The Board of Directors has determi ned that each of our directors is an
i ndependent director as defined by the rules of The Nasdag Stock Market, other
than M. Qupta, who serves as an enpl oyee of Keynote as our Chief Executive
Officer. In addition, the Board has determ ned that each menber of the Audit
Committee neets the additional independence criteria of the SEC required for
Audit Conmittee menbership.

Board Meetings

The Board of Directors net five times during the fiscal year ended
Sept enber 30, 2008. During this period each director attended at |east 75% of
the total nunber of meetings held by the Board and by all conmittees of the
Board on which such director served, during the period that such director
served.

Board Committees

Qur Board of Directors has a Conpensation Conmittee, an Audit Conmittee
and a Nominating and Governance Conmmittee. Each conmittee operates pursuant to a
witten charter; copies of these witten charters are available on our website
at www. keynote. com

Conpensation Committee. The current nmenbers of our Conpensation Committee
are M. Cowan, Dr. Rienan and Ms. Bolt. Ms. Bolt serves as the chair. The Board
of Directors has determ ned that each nenber of the Conpensation Conmittee is an
i ndependent director as defined by the rules of The NASDAQ Stock Market, a
non-enpl oyee director within the neaning of Section 16 of the Securities
Exchange Act of 1934, as amended, and an outside director within the neaning of
Section 162(n) of the Internal Revenue Code. The Conpensation Conmittee
consi ders and approves, or reviews and makes recommendations to our Board
concerning salaries for our officers and incentive conpensation for our officers
and enpl oyees. The Conpensation Conmittee al so administers our Equity |ncentive
Pl an and Enpl oyee Stock Purchase Plan. The Conpensation Committee net three
tinmes during the fiscal year ended Septenber 30, 2008.



Audit Committee. Qur Audit Conmittee oversees our corporate accounting and
financial reporting process. Among other natters, the Audit Committee:

o evaluates the qualifications, independence and performance of our
i ndependent registered public accounting firm

o determ nes the engagenment of our independent registered public
accounting firmand reviews and approves the scope of the annual audit
and the audit fee;

o di scusses with nmanagement and our independent registered public
accounting firmthe results of the annual audit and the review of our
quarterly financial statenents;

o approves the retention of our independent registered public accounting
firmto performany proposed perm ssible non-audit services;

(o] nonitors the rotation of partners of our independent registered public
accounting firmon our engagement team as required by |aw,

o reviews our critical accounting policies and estimtes; and

o annually reviews the Audit Committee charter and the committee's
per f or mance.

The current nenbers of our Audit Committee are M. Gyani, M. Ccanpo and
M. Boesenberg. M. Gyani serves as the chair. The Board of Directors has
determi ned that each nenber of the Audit Committee is an independent director
as defined by the rules of the Securities and Exchange Conmi ssion and The
NASDAQ Stock Market, and that each of themis able to read and understand
fundamental financial statements. The Board of Directors has also determ ned
that each of M. Gyani and M. Boesenberg is an "audit committee financial
expert” within the neaning of the rules of the Securities and Exchange
Commi ssion and is “financially sophisticated" within the meaning of the rules
of The NASDAQ Stock Market. The Audit Conmittee met seven tinmes during the
fiscal year ended Septenber 30, 2008.

Nomi nating and Governance Conmittee. The current nenbers of our Nominating
and Governance Committee are M. Cowan, and M. Ccanpo. M. Qcanpo currently
serves as the chair. The Board of Directors has deternined that each nember of
the Nominating and Governance Conmittee is an independent director as defined by
the rules of The NASDAQ Stock Market. Qur Nomi nating and Governance Conmittee
identifies, considers and reconmmends candidates to serve as nmenbers of the
Board, makes recommendations regarding the structure and conposition of the
Board and Board conmittees and oversees the annual Board eval uation process. The
Noni nating and Governance Committee is al so responsible for overseeing,
revi ewi ng and nmaki ng periodi c recommendati ons concerning Keynote's corporate
governance policies. The Noninating and Governance Conmittee did not have fornal
nmeetings during the fiscal year ended Septenmber 30, 2008, but acted through
informal communications.

Consi deration of Director Nomi nees

Qur Nominating and Governance Conmittee generally identifies noninees for
our Board based upon reconmendations by our directors and managenent. The
Noni nating and Governance Committee will also consider recomendations properly
submitted by our stockholders in accordance with the procedure set forth in our
byl aws, as Anmended and Restated on Decenber 8, 2008. Stockhol ders can recommend
qualified candidates for our Board by witing to our corporate secretary at
Keynote Systens, Inc., 777 Mariners |sland Boul evard, San Mateo, CA 94404.
Submi ssions that are received that nmeet the criteria outlined below w Il be
forwarded to the Nominating and Governance Conmittee for review and
consi deration. We request that any such recommendations be nmade at |east three
months prior to the end of the fiscal year ending Septermber 30, 2009 to ensure
adequate time for neaningful consideration by the Nominating and Governance
Committee. The Nominating and Governance Conmmittee intends to review
periodically whether a nmore formal policy regarding stockhol der nom nations
shoul d be adopted.

The goal of the Nominating and Governance Conmittee is to ensure that our
Board possesses a variety of perspectives and skills derived fromhigh-quality
busi ness and prof essional experience. The Nomi nating and Governance Committee
seeks to achieve a bal ance of know edge, experience and capability on our Board.
To this end, the Nominating and Governance Conmmittee seeks nominees with the
hi ghest professional and personal ethics and val ues, an understandi ng of our
busi ness and industry, diversity of business experience and expertise, a high
I evel of education, broad-based business acumen, and the ability to think
strategically. Although the Nomi nati ng and Governance Conmittee uses these and
other criteria to evaluate potential nom nees, we have no stated m ni mum
criteria for nonminees. The Nominating and Governance Conmmittee does not use
different standards to eval uate nonmi nees dependi ng on whether they are proposed
by our directors and nanagement or by our stockholders. To date, we have not
paid any third parties to assist us in this process.

St ockhol der Communi cation with Qur Board

Qur stockhol ders may conmmunicate with our Board of Directors or any of our
individual directors by witing to themc/o Keynote Systens, Inc., 777 Mariners
Isl and Boul evard, San Mateo, CA 94404. In addition, all conmunications that are
recei ved by our Chief Executive Oficer or Chief Financial Oficer that are
directed to the attention of our Board are forwarded to our Board.

Di rector Conpensation

Directors who are enpl oyees of Keynote do not receive conpensation from
Keynote for the services they provide as directors. Menbers of the Board of
Directors who are not enployees of Keynote receive cash and equity conpensation
for their service as directors.



Cash Conpensation. Non-enpl oyee directors were each paid an annual
retainer fee of $25,000 for the fiscal year ended September 30, 2008, and will
recei ve an annual retainer of $30,000 for the fiscal year ending Septenber 30,
2009; this paynment is subject to a director attending at |east four of the five
regul arly schedul ed Board neetings during the fiscal year and at |east 75% of
the total nunber of Board neetings held during the fiscal year. In addition,
menbers of the Conpensation Committee and the Nominating and Governance
Conmittee are each paid an annual fee of $5,000, and nenbers of the Audit
Conmittee are each paid an annual fee of $10,000, with the Chairman of the Audit
Commi ttee receiving $15,000. The cash retainers earned for the 2008 fiscal year
by each of our non-enployee directors are indicated in the table below Al
directors are al so reinbursed for their reasonabl e expenses in attending Board
and Board committee meetings.

Equi ty Conpensation. Qur non-enpl oyee directors receive both
automatic option grants and discretionary option awards under our 1999 Equity
Incentive Plan. On the date he or she becones a director, a new non-enpl oyee
director receives an automatic option grant to purchase 60,000 shares of our
common stock. These options vest over four years, with one-quarter of the shares
subject to the option vesting on the earlier of one year follow ng the
director's appointnent to the Board of Directors or the first annual neeting of
our stockhol ders followi ng the grant of the option; the remaining shares subject
to these automatic grants vest ratably on a nonthly basis following the initial
vesting date. The vesting of the options will accelerate in full upon a change
of control of Keynote. The automatic option grants have an exercise price equal
to the fair market value of our common stock on the date of grant and a ten year
term In addition to these automatic option grants, our non-enpl oyee directors
recei ve discretionary option awards annually for conmittee service and upon
re-election at the annual meeting of stockholders. A non-enployee director may
not receive discretionary grants covering nore than 40,000 shares in any fiscal
year. On March 20, 2008, the date of our 2008 Annual Meeting of Stockhol ders,
each non-enpl oyee director who was re-elected to the Board of Directors received
an option to purchase 15,000 shares of our common stock. In fiscal 2008, the
Board of Directors made discretionary option awards to non-enpl oyee directors
for service on our standing committees. Options for 5,000 shares were awarded
for service on one of our three standing committees. In addition, the chair of
the Audit Committee received an option for an additional 5,000 shares and the
chairs of our Conpensation Conmittee and our Nomi nating and Governance Conmittee
each received options for an additional 2,000 shares. The options awarded for
commttee service vest monthly during the fiscal year and were fully vested at
Sept enber 30, 2008. The options awarded at the 2008 Annual Meeting of
St ockhol ders do not commence vesting until our 2011 Annual Meeting of
St ockhol ders and then vest ratably on a nonthly basis with each option to be
fully vested at our 2012 Annual Meeting of Stockholders. The discretionary
options also have an exercise price equal to the fair market value of our common
stock on the date of grant and a ten year term these options will vest in full
upon a change of control of Keynote.

Options were awarded to, and cash fees earned by, our non-enpl oyee
directors during fiscal 2008 in the follow ng anounts:

Di rector Conpensation
Fees Earned or Paid in Cash

Name Fees Earned or Option Awards (1)(2) Tot al

Paid in Cash ~ -------------- 0 oaaos
Charles M Boesenberg $3,000 $78,804 @@ $113,804
Jemnifer Bolt 30,000 $79,700 3@ $109,700
David Covan 000 $99,480 Y $134,480
Wohan Gani 5,000 $98,480 e $133,480
Raymond L. Ccarpo, Jr. a0,000 $98,058 3@ $138,058
Deborah Riemn 3,000 $80,028 @@ $110,028

(1) The anpunts reflect the dollar anpunt recognized for financial statenent
reporting purposes for the fiscal year ended Septenber 30, 2008, in accordance
with FAS 123(R), of stock option awards issued pursuant to the 1999 Equity
Incentive Plan and thus include amounts from outstanding stock option awards
granted during and prior to fiscal 2008. Assunptions used in the cal cul ation of
these anpunts are included in the notes to our audited consolidated financial
statements for the fiscal year ended Septenber 30, 2008, as included in our
Annual Report on Form 10-K. The anmpunts shown disregard estinmated forfeitures
related to service-based vesting conditions. These ampunts reflect Keynote's
accounting expense for these awards, and do not correspond to the actual val ue
that may be recogni zed by the non-enpl oyee director.

(2) As of Septenber 30, 2008, each non-enpl oyee director had the follow ng
nunber of shares subject to options outstanding: Charles M Boesenberg: 100, 000;
Jennifer Bolt: 146,000; David Cowan: 190, 000; Mhan Gyani: 200, 000; Raynmond L.
Ccanpo, Jr.: 167,000; and Deborah Ri enan: 180, 000.

(3) An option to purchase 15,000 shares of our commpn stock was granted on March
20, 2008 at an exercise price of $13.51 per share. The option will vest ratably
over a 12-nmonth period comrencing on the date of the 2011 Annual Meeting of

St ockhol ders and concl uding on the date of the 2012 Annual Meeting of

St ockhol ders. The vesting of the option accelerates in full upon a change of
control. The grant date fair value for each of these option grants was $65, 468.

(4) On February 1, 2008, an option to purchase 10,000 shares of our common
stock, with a grant date fair value of $36,662, was granted to each of Messrs.
Cowan, Gyani and Ccanpo, an option to purchase 5,000 shares, with a grant date
fair value of $18,331, to each of M. Boesenberg and Dr. Rienan, and an option
to purchase 7,000 shares, with a grant date fair value of $25,663 to Ms. Bolt.
Each of these options has an exercise price of $9.86 per share. One-third of the
shares subject to the options were vested on the grant date, with the renainder
vesting ratably on a nonthly basis through Septenber 30, 2008.

Conpensation Comrittee Interlocks and Insider Participation

None of the menbers of the Conpensation Committee has at any tine since
our formation been one of our officers or enployees. None of our executive
officers currently serves or in the past has served as a nenber of the Board of
Directors or Conpensation Committee of any entity that has one or nore executive
officers serving on our Board or Conpensation Committee.



Code of Ethics

W have adopted a code of ethics that applies to our Chief Executive
O ficer and senior financial personnel, including our Chief Financial Oficer,
controller and all other enployees engaged in the finance organi zation of
Keynote. This code of ethics is posted on our website at http://ww. keynote. com

Directors' Attendance at Annual Stockhol der Meetings

Keynote encourages its Board nenbers to attend its annual neeting of
stockhol ders, but does not require attendance. Two of our directors attended our
2008 Annual Meeting of Stockholders. M. Gupta, Chairman of the Board and our
Chi ef Executive Officer, has attended all of our annual meetings.



PROPCSAL NO. 2
AMENDVENTS TO 1999 EQUI TY | NCENTI VE PLAN
Gener al

We are asking our stockholders to approve the anendment of our 1999 Equity
Incentive Plan, referred to as the "EIP," to extend the termof the EIP for an
addi tional two years fromthe date that the Board approved the amendment and
restatement of the EIP in January 2009. If our stockholders do not approve of
the amendment and restatement of the EIP then the EIP will remain in effect
until it expires by its terms on June 28, 2009.

The anmended and restated EIP you are being asked to approve will permit us
to use the remaining nunber of shares reserved but unissued under the ElP,
560, 758 shares as of Decenber 31, 2008 Extending the termof the EIP will allow
us to continue to nake the benefits of the EIP available to eligible enployees
after its currently schedul ed term nation date, which the Board of Directors and
managenent believes is necessary to assist in the retention of current enployees
and hiring of new enployees, and to continue to provide our enployees with an
incentive to contribute to our future success by providing an opportunity to
acquire shares of our conmon stock.

Below is a summary of the principal features of the EIP, as proposed to be
anended and restated. The only material changes proposed to be nade to the EIP
is to extend its termuntil Decenber 31, 2011. This summary, however, does not
purport to be a conplete description of all of the provisions of the EIP. It is
qualified in its entirety by references to the full text of the EIP as proposed
to be anended and restated. A copy of the EIP, as proposed to be anended and
restated, is attached to this Proxy Statenent as Annex A

Plan History

I'n June 1999, the Board of Directors adopted, and subsequently, the
st ockhol ders approved, the EIP and reserved a total of 5,000,000 shares
thereunder, plus all shares then reserved but unissued under the 1996 Stock
Option Plan and 1999 Stock Option Plan, which were added to the EIP. Both the
1996 Stock Option Plan and 1999 Stock Option Plan were then tern nated.

Background on Stock Conpensation at Keynote

We firmy believe that a broad-based equity programis a necessary and
power ful enpl oyee incentive and retention tool that benefits all stockhol ders.
Equity ownership programs put enployees' interests directly into alignnent with
those of other stockholders, as they reward enpl oyees upon inproved stock price
performance. Wthout an equity incentive program Keynote would be at a
di sadvant age agai nst conpetitor conpanies in the marketplace to provide the
total conpensation package necessary to attract, retain and notivate enpl oyee
talent critical to Keynote's future success.

A broad-based equity incentive plan focuses enpl oyees at every |evel of
our conpany on achieving strong corporate performance, and we have enbedded in
our culture the necessity for enployees to think and act as stockhol ders.

Hi storically, Keynote has granted stock options to the substantial majority of
its newy hired enpl oyees and to its non-enpl oyee directors. This is an

i nportant conponent of our |ong-term enployee incentive and retention plan and
has been very effective in enabling us to attract and retain the talent critical
for an innovative and growt h-focused conpany.

Pur pose of EIP

The EIP allows Keynote, under the direction of the Conpensation Conmittee
of the Board of Directors or those persons to whom adm nistration of the EIP, or
part of the EIP, has been del egated, to nmake grants of stock options, restricted
stock awards and stock bonus awards to enpl oyees, directors, consultants,

i ndependent contractors and advi sors. The purpose of these stock awards is to
attract and retain talented enpl oyees, directors, consultants, independent
contractors and advisors and further align their interests and those of our
sharehol ders by continuing to link a portion of their conpensation with
Keynot e's perfornance.



Key Terns

The following is a summary of the key provisions of the EIP.

Plan Term

Eligible Participants:

Shares Aut hori zed:

Awar d Types:

Share Linmit on Awards:

Vesting:

Award Ter ns:

Automatic Grants to

Non- Enpl oyee Directors:

Repri cing Prohibited:

Corporate Transactions:

June 28, 1999 to Decenber 31, 2011

Al of our enployees, directors, consultants, and independent contractors are eligible to
recei ve awards under the EIP, provided they render bona fide services to Keynote. Except
for the automatic grant of stock options to non-enployee directors, the Conpensation
Commi ttee deternines which individuals will participate in the EIP. As of the record
date, there were approximately 300 enpl oyees and si x non-enpl oyee directors who are
eligible to participate in the EIP.

As of the record date, there are 560, 758 shares authorized but not yet issued under the
EIP, subject to adjustment only to reflect stock splits and sinmilar events. Shares
subject to awards that are cancelled, forfeited or that expire by their terns are
returned to the pool of shares available for grant and issuance under the EIP. As of the
record date, there were a total of 5,822,6603.5 shares subject to outstanding options
granted under the EIP.

(1) Non-qualified stock options

(2) Incentive stock options (which may be only granted to enpl oyees)
(3) Restricted stock awards

(4) Stock bonus awards

No nore than 1,000,000 shares nay be granted to any individual under the plan during any
cal endar year, other than new enpl oyees, who are eligible to receive up to

2,000,000 shares in the cal endar year during which they begin enployment. These linits
are intended to ensure that awards will qualify under Section 162(m of the U S. Internal
Revenue Code of 1986, as anended (the "Code"), if applicable. Failure to qualify under
this section mght result in Keynote's inability to take a tax deduction for part of its
per f or mance- based conpensation to senior executives. Also, no nore than 20, 000, 000
shares may be granted as incentive stock options.

Vesting schedul es are determined by the Conpensation Committee when each award is
granted. Options generally vest over four years.

Stock options have a termno |longer than ten years, except in the case of incentive stock
options granted to hol ders of nore than 10% of Keynote's voting power, which have a term
no longer than five years.

When a non-enpl oyee director joins the Board of Directors, he or she receives an initial
grant of an option to purchase 60,000 shares of common stock on that date, which vests
annual |y over a four-year period. Additional grants to non-enployee directors nay be nade
on annual basis, not to exceed 40,000 shares. See "Director Conpensation" above.

W thout first obtaining the consent of stockhol ders, the Conpensation Conmittee may not
(a) reduce the exercise price of outstanding options or (b) grant in substitution for
cancel l ed options (i) new options having a | ower exercise price, or (ii) other awards
aut hori zed under the EIP.

Stock options granted pursuant to the automatic grant provision for outside directors
accelerate in full and become exercisable prior to the consummation of a corporate
transaction on such terns and conditions as deternined by the Conpensation Committee.
For all other awards granted under the EIP, any or all awards may be assuned, converted
or replaced by a successor corporation. Alternatively, a successor corporation may
substitute equival ent awards or provide substantially similar consideration as was
provided to Keynote's stockholders. In the event awards are not assumed or substituted,
awards under the EIP will expire on such corporate transaction at such time and on
conditions as determned by Conpensation Conmittee. Additionally, the Conpensation
Conmittee may, at is sole discretion, accelerate the vesting of awards.
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New Pl an Benefits

The followi ng table shows, in the aggregate, the nunber of shares subject
to stock options that will be granted automatically in fiscal 2008 to our six
non- enpl oyee directors, pursuant to the EIP option grant formula for
non-enpl oyee directors. These grants will be made regardl ess of whether the
Amendnent is approved by the sharehol ders.

Nunber of
Shares Subj ect to
Nane and Position Dol | ar Val ue ($) Options
Non- Enpl oyee Director G oup Fair Market Value 128, 000

on date of grant

Future awards under the EIP to executive officers, enployees or other
eligible participants, and any additional future discretionary awards to
non-enpl oyee directors in addition to those granted automatically pursuant to
the grant formul a described above, are discretionary and cannot be deternmnined at
this time. We therefore have not included any such awards in the table above.

Terms applicable to Stock Options

The exercise price of grants made under the EIP of stock options are not
less than the fair market value (the closing price of Keynote commn stock on
the date of grant, and if that is not a trading day, the closing price of
Keynote common stock on the trading day i mediately prior to the date of grant)
of our common stock. The termof these awards may generally not be |onger than
ten years. The Conpensation Committee determines at the time of grant the other
terms and conditions applicable to such award, including vesting and
exercisability.

Terms applicable to Restricted Stock Awards and Stock Bonus Awards

The Conpensation Conmittee deternines the terms and conditions applicable
to the granting of restricted stock awards and stock bonus awards. The
Conpensation Conmittee may make the grant, issuance, retention and/or vesting of
restricted stock awards and stock bonus awards contingent upon continued
enpl oynent with Keynote, the passage of time, or such performance criteria and
the | evel of achievement versus such criteria as it deens appropriate.
Eligibility Under Section 162(m

Awar ds may, but need not, include performance criteria that satisfy
Section 162(n) of the Code. To the extent that awards are intended to qualify as
"performance-based conpensati on" under Section 162(m), the performance criteria
may include anmong other criteria, one of the following criteria, either
individually, alternatively or in any conbination, applied to either our conpany
as a whole or to a business unit or subsidiary, either individually,
alternatively, or in any conbination, and neasured either annually or
cumul atively over a period of years, on an absolute basis or relative to a
pre-established target, to previous years' results or to a designated conparison
group, in each case as specified by the Conpensation Conmittee in the award:

o Net revenue and/or net revenue growth

o Operating income and/or operating incone growh

o Earnings per share and/or earnings per share growth

0 Return on equity

o Adjusted operating cash flow return on incone

o Individual business objectives

o Conpany-specific operational metrics

o Earnings before incone taxes and anortization and/or earnings before
incone taxes and anortization growth

o Net incone and/or net income growh
o Total stockholder return and/or total stockholder return growh
o Operating cash flow return on incone

11
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o Economi c val ue added

To the extent that an award under the EIP is designated as a "perfornmance
award," but is not intended to qualify as performance-based conpensati on under
Section 162(m, the performance criteria can include the achi evenent of
strategi c objectives as determ ned by the Board of Directors.

Not wi t hst andi ng satisfaction of any conpletion of any performance criteria
descri bed above, to the extent specified at the tine of grant of an award, the
nunber of shares of common stock, nunber of shares subject to stock options or
ot her benefits granted, issued, retainable and/or vested under an award on
account of satisfaction of performance criteria may be reduced by the
Conpensation Conmittee on the basis of such further considerations as the
Conpensation Conmittee in its sole discretion deternines.

Transferability

Except as otherwi se provided in the EIP, awards granted under the EIP may
not be sold, pledged, assigned, hypothecated, transferred or di sposed of except
by will or the | aws of descent and distribution. No award nay be nmade subject to
execution, attachment or other similar process.

Adni ni stration

The Conpensation Committee adninisters the EIP. Except for the autonmatic
grant of stock options to outside directors, the Conpensation Conmittee selects
the persons who receive awards, determine the nunber of shares covered thereby,
and, subject to the ternms and linmtations expressly set forth in the EIP,
establish the terns, conditions and other provisions of the grants. The
Conpensation Conmrittee may construe and interpret the EIP and prescribe, anend
and rescind any rules and regulations relating to the EIP. The Conpensation
Committee may del egate to a conmittee of one or nore directors the ability to
grant awards to plan participants, so |long as such participants are not
officers, menbers of our Board of Directors or any other person who is subject
to Section 16 of the Securities Exchange Act of 1934, as anended, and to take
certain other actions with respect to participants who are not executive
of ficers.

Amendnent s

The Board of Directors may at any time termnate or amend the ElP;
provi ded, however, that the Board of Directors may not, w thout the approval of
Keynote's stockhol ders, amend the EIP in a nanner that requires stockhol der
approval .

Adj ust ment s

In the event of a stock dividend, recapitalization, stock split, reverse
stock split, subdivision, conbination, reclassification or sinilar change of
Keynote's capital structure without consideration, then the nunber of shares
reserved for issuance under the EIP, the exercise prices of and the nunber of
shares subject to outstanding awards will be proportionately adjusted, subject
to any required action by Keynote's Board of Directors or Keynote's
st ockhol ders.

U.S. Tax Consequences

The following is a general summary as of the date of this proxy statenent
of the United States federal incone tax consequences to Keynote and participants
in the EIP. The federal tax |aws may change and the federal, state and |ocal tax
consequences for any participant w |l depend upon his or her individual
circunstances. Each participant has been, and is, encouraged to seek the advice
of a qualified tax advisor regarding the tax consequences of participation in
the plan.

Non- Qual i fied Stock Options

A participant will realize no taxable incone at the tine a non-qualified
stock option is granted under the plan, but generally at the tinme such
non-qualified stock option is exercised, the participant will realize ordinary
income in an anmount equal to the excess of the fair market value of the shares
on the date of exercise over the stock option exercise price. Upon a disposition
of such shares, the difference between the anmobunt received and the fair narket
val ue on the date of exercise will generally be treated as a |ong-termor
short-termcapital gain or |oss, depending on the holding period of the shares.
Keynote will generally be entitled to a deduction for federal incone tax
purposes at the sane time and in the same ampunt as the participant is
considered to have realized ordinary inconme in connection with the exercise of
the non-qualified stock option.

I ncentive Stock Options

A participant will realize no taxable incone, and Keynote will not be
entitled to any related deduction, at the time any incentive stock option is
granted. If certain enployment and hol ding period conditions are satisfied, then
no taxable income will result upon the exercise of such option and Keynote will
not be entitled to any deduction in connection with the exercise of such stock
option. Upon disposition of the shares after expiration of the statutory holding
periods, any gain realized by a participant will be taxed as |ong-term capital
gain and any | oss sustained will be long-termcapital |oss, and Keynote w |l not
be entitled to a deduction in respect to such disposition. Wile no ordinary
taxabl e income is recognized at exercise (unless there is a "disqualifying
di sposition,"” see below), the excess of the fair market value of the shares over
the stock option exercise price is a preference itemthat is recognized for
alternative mnimumtax purposes.
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Except in the event of death, if shares acquired by a participant upon the
exercise of an incentive stock option are disposed of by such participant before
the expiration of the statutory holding periods (i.e., a "disqualifying
di sposition"), such participant will be considered to have realized as
conpensation taxed as ordinary incone in the year of such disposition an anount,
not exceeding the gain realized on such disposition, equal to the difference
between the stock option price and the fair market value of such shares on the
date of exercise of such stock option. Generally, any gain realized on the
di sposition in excess of the anpunt treated as conpensation or any |oss realized
on the disposition will constitute capital gain or |oss, respectively. If a
participant makes a "disqualifying disposition,” generally in the fiscal year of
such "disqualifying disposition" Keynote will be allowed a deduction for federal
incone tax purposes in an ampunt equal to the conpensation realized by such
participant.

Restricted Stock

A participant receiving restricted stock may be taxed in one of two ways:
the participant (i) pays tax when the restrictions |apse (i.e., they becone
vested) or (ii) makes a special election to pay tax in the year the grant is
made (though the shares subject to the award are not yet vested). At either tine
the value of the award for tax purposes is the excess of the fair nmarket val ue
of the shares at that time over the anount (if any) paid for the shares. This
value is taxed as ordinary incone and is subject to incone tax wi thhol ding.
Keynote receives a tax deduction at the sane tinme and for the same anopunt
taxable to the participant. If a participant elects to be taxed at grant, then,
when the restrictions |lapse, there will be no further tax consequences
attributable to the awarded stock until the recipient disposes of the stock.

Section 162(m Limt

The plan is intended to enable Keynote to provide certain forms of
per formance- based conpensati on to executive officers that will neet the
requi rements for tax deductibility under Section 162(n) of the Code. Section
162(n) provides that, subject to certain exceptions, Keynote may not deduct
conpensation paid to any one of certain executive officers in excess of $1
mllion in any one year. Section 162(m excludes certain perfornance-based
conpensation fromthe $1 nmillion linitation.

ERI SA | nfornation

The plan is not subject to any of the provisions of the Enpl oyee
Retirement |Incone Security Act of 1974, as anended.

The Board recommends a vote FOR approval of the amendments to the 1999
Equity Incentive Plan.
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PROPCSAL NO. 3

RATI FI CATI ON AND APPROVAL OF THE AMENDMENT AND
RESTATEMENT OF THE 1999 EMPLOYEE STOCK PURCHASE PLAN

We are asking our stockholders to approve the anendment and restatenent of
our 1999 Enpl oyee Stock Purchase Plan, referred to as the "ESPP," to extend the
termof the ESPP for an additional ten years fromthe date that the Board
approved the anmendnent and restatenent of the ESPP in January 2009. If our
stockhol ders do not approve of the amendnent and restatenent of the ESPP then
the ESPP will remain in effect until it expires by its terms on June 28, 2009.

The anmended and restated ESPP you are being asked to approve will permt
us to use the remaining nunber of shares reserved but unissued under the ESPP,
450, 610 shares as of Decenber 31, 2008. Extending the termof the ESPP will
allow us to continue to naeke the benefits of the ESPP available to eligible
enpl oyees after its currently scheduled term nation date, which the Board of
Directors and nanagerment believes is necessary to assist in the retention of
current enpl oyees and hiring of new enpl oyees, and to continue to provide our
enpl oyees with an incentive to contribute to our future success by providing an
opportunity to acquire shares of our common stock.

Below is a summary of the principal features of the ESPP, as proposed to
be anended and restated. The only material changes proposed to be nade to the
ESPP are to increase its termby ten years. This summary, however, does not
purport to be a conplete description of all of the provisions of the ESPP. It is
qualified in its entirety by references to the full text of the ESPP as proposed
to be anended and restated. A copy of the ESPP, as proposed to be anended and
restated, is attached as Annex B.

Gener al

Qur ESPP was approved by our Board of Directors on June 28, 1999 and
subsequent|y adopted by our stockhol ders. As originally adopted, the ESPP had
400, 000 shares of common stock reserved for issuance.

Since the ESPP's inception, 972,502 shares have been issued and 450, 610
shares are available for future grant.
Key Terns of the ESPP

The ESPP, including the right of participants to make purchases under the
ESPP, is intended to qualify as an "Enpl oyee Stock Purchase Plan" under the
provi sions of Section 421 and 423 of the Internal Revenue Code (the "Code"). The
provi sions of the ESPP shall, accordingly, be construed so as to extend and
limt participation in a manner consistent with the requirenents of those
sections of the Code. The ESPP is not a qualified deferred conpensation plan
under Section 401(a) of the Code, and is not subject to the provisions of ERISA
The followi ng description of the terms of the ESPP is qualified in its entirety
by the text of the ESPP which is attached to this proxy statenent.

Pur pose

The purpose of the ESPP is to provide our enployees, including the
enpl oyees of any of our subsidiaries designated by the Board of Directors, with
a conveni ent neans of acquiring an equity interest in Keynote through payroll
deductions, to enhance such enpl oyees' sense of participation in our affairs,
and to provide an incentive for continued enpl oyment.

Adni ni stration

The ESPP is administered by the Conmittee, and subject to applicable |aw,
the Conmittee nmay del egate authority under the plan to a conmittee to admnister
certain provisions of the plan as the Conmittee deens appropriate. The
admini stration, interpretation or application of the ESPP by the Committee is
final and binding upon all participants.

Eligibility

Any enpl oyee, including an executive officer, who is enployed by Keynote
ten days before the beginning of an offering period, is customarily enployed for
at |east twenty hours per week and nore than five nonths in a cal endar year by
us or any of our designated subsidiaries, and who does not provide services to
us or any of our designated subsidiaries as an independent contractor and has
not been reclassified as a common | aw enpl oyee for any reason other than for
federal incone and enploynent tax purposes as of an offering date, is eligible
to participate in the ESPP. An offering date is the first business day of a
gi ven of fering period.

As of the record date, approximtely 300 enpl oyees were eligible to
participate in the ESPP.
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Special Limtations

The ESPP inposes certain limtations upon a participant's rights to
acqui re our common stock, including the follow ng Iinitations:

o Purchase rights may not be granted to any individual who owns or
together with another person woul d be considered to own stock,
i ncl udi ng stock purchasabl e under any outstandi ng purchase rights,
possessing five percent or nore of the total conbined voting power or
val ue of all classes of our stock or of our affiliates.

0 Purchase rights granted to a participant may not permit the individual
to accrue the right to purchase our common stock at an annual rate of
nore than $25,000, valued at the tine each purchase right is granted.

Furthernore, if, on a purchase date, the number of shares that would
ot herwi se be subject to stock options under the ESPP exceeds the nunber of
shares available for sale as of the beginning of the applicable offering period,
a pro-rata allocation of the available shares is nade in as uniformand as
equi table a manner as is practicable. In its discretion, the Conpensation
Committee can inpose limts on the anpbunt of shares participants nay purchase
during any purchase peri od.

Enrol I ment in the Plan

El i gi bl e enpl oyees becone participants in the ESPP by conpleting a
subscription agreement authorizing payroll deductions prior to the applicable
of fering date. A person who becones enpl oyed fewer than ten days before the
commencenent of an offering period may not participate in the ESPP until the
commencenent of the next offering period.

Offering Periods; Purchase Periods

The ESPP is inplenmented by consecutive 24-nonth offering periods, with
a new of fering period comrencing on February 1 and August 1 of each year and
endi ng on January 31st and July 31st of each year. Each offering period consists
of four six-month purchase periods. The Conmittee has the power to alter the
duration of the offering periods, including the conmencenent dates, w th respect
to future offerings wthout stockholder approval if such change is announced at
|l east fifteen days prior to the schedul ed beginning of the first offering period
to be affected.

Purchase Price

The purchase price at which shares are sold under the ESPP is eighty-five
percent of the |lesser of the fair market value of a share of our conmon stock on
(1) the first business day of the offering period, or (2) the |ast business day
of the purchase period. The ESPP provides that, because our common stock is
currently traded on The NASDAQ G obal Market, the fair market value of a share
of our common stock on the first business day of the offering period or the |ast
busi ness day of the purchase period shall be the closing price on The Nasdaq
G obal Market.

Paynent of the Purchase Price; Payroll Deductions

The payrol | deductions accunul ated during the offering period are applied
to the purchase of the shares on the purchase date. The deductions may not be
less than two percent or greater than ten percent of a participant's eligible
conpensation (or such lower limt set by our Conpensation Committee). Deductions
are nmade in one percent increnents. The aggregate of such payroll deductions for
each cal endar year cannot exceed $25,000. Eligible conpensation neans all W2
cash conpensation, including, but not limted to, base salary, wages,
conmi ssions, overtine, shift prem uns and bonuses, plus draws agai nst
commi ssions, provided, however, that any election by a participant to reduce
regul ar cash conpensation under Sections 125 or 401(k) of the Code shall be
treated as if the participant had not nade such el ection.

Payrol | deductions commence on the first pay date of the applicable
offering period and continue until the end of such offering period. No interest
accrues on the payroll deductions of a participant in the ESPP. At any tinme
during the offering period, a participant may increase or decrease his or her
payrol | deductions; however, a participant may decrease his or her payroll
deductions only once during an outstanding offering period. A participant nay
reduce his or her payroll deduction to zero during an offering period; provided,
however, that a participant may not resunme meking payrol| deductions during an
offering period in which he or she reduced his or her payroll deductions to
zero.

Al'l payroll deductions received or held by us under the ESPP nay be
used by us for any corporate purpose, and we are not obligated to segregate such
payrol | deductions. Until the shares are issued, participants only have the
rights of an unsecured creditor.

Purchase of Stock; Grant of Options

As of the first day of each offering period, each participant is granted
an option to purchase shares of our common stock, exercisable at the conclusion
of the purchase period. The exact nunber of shares is determned by dividing
such participant's accunul ated payroll deductions during the offering period by
the option purchase price determ ned as described above, subject to the
limtations set forth in the ESPP (and described above).
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W t hdr awal

A participant may withdraw all, but not less than all, the payroll
deductions credited to his or her account under the ESPP at |east fifteen days
prior to the end of the offering period by giving witten notice to us. After
recei pt of a notice of withdrawal, (1) all of the participant's payroll
deductions credited to his/her account will be returned w thout interest, (2)
the participant's option for the current period will automatically term nate,
and (3) no further payroll deductions for the purchase of shares will be nmade
during the offering period. A participant's withdrawal froman offering does not
have any effect upon such participant's eligibility to participate in subsequent
of ferings under the ESPP.

Termination or Interruption of Enploynent

Upon term nation of a participant's enploynent for any reason prior to the
| ast day of the offering period, the payroll deductions credited to the
participant's account will be returned to such participant, or, in the case of
the participant's death, to the person or persons entitled thereto as specified
in the participant's subscription agreenment, and his or her option will
automatically terminate. A participant is not deened to have terminated his or
her enployment in the case of sick leave, mlitary | eave or any other |eave of
absence approved by us; provided that such leave is for a period of not nore
than ninety days or re-enploynment upon the expiration of such |leave is
guaranteed by contract or statute.

Adj ust ments upon Changes in Capitalization or Merger

In the event a change is made in our capitalization, such as a stock split
or payment of a stock dividend, that results in an increase or decrease in the
nunber of outstanding shares of common stock without our receipt of additional
consi deration, an appropriate adjustnment will be nade in the shares subject to
purchase and in the purchase price per share, subject to any required action by
our stockhol ders. In the event of our proposed dissolution or |iquidation, the
offering period then in progress will be shortened and the new exercise date
will be set as imediately prior to the proposed dissolution or liquidation. In
the event of our nmerger with or into another corporation or the sale of
substantially all of our assets, then the ESPP will continue with regard to any
offering period that comenced prior to the closing of the proposed transaction
and shares will be purchased based on the fair market value of the surviving
corporation's stock on each purchase date, unless the Conmittee determines the
final purchase date under all then ongoing offering periods shall be accel erated
to an earlier date.

Nonassi gnabi lity

Nei t her payroll deductions credited to a participant's account nor any
rights with regard to the exercise of an option or to receive shares under the
ESPP may be assigned, transferred, pledged, or otherw se disposed of in any way
by the participant, other than by will, the laws of descent and distribution, or
as provided in the ESPP. Any such attenpt at assignnent, transfer, pledge, or
ot her disposition shall be w thout effect, except that we may treat such act as
an election to withdraw fromthe ESPP.

Amendnment and Termi nation of the Plan

The Board of Directors may, at any time or fromtinme to time, anend or
term nate the ESPP, except that such termi nation shall not affect options
previously granted nor, generally, nmay any anmendnent nmeke any change in an
option previously granted that adversely affects the rights of any participant.
To the extent necessary to conply with Section 423 of the Code, we shall obtain
st ockhol der approval in such a nanner and to such a degree as required.

If the extension of the ESPP's termis approved, the ESPP will continue
until the earlier of term nation by our Board of Directors, issuance of all of
the shares reserved for issuance under the ESPP or June 28, 2019.

U.S. Tax Consequences

The following is a general summary as of the date of this Proxy Statenent
of the United States federal incone tax consequences to Keynote and participants
in the ESPP. The federal tax |laws nay change and the federal, state and | ocal
tax consequences for any participant will depend upon his or her individual
ci rcunst ances.

The ESPP and the right of participants to make purchases under the ESPP
are intended to qualify under the provisions of Sections 421 and 423 of the
Code. Under these provisions, no incone will be taxable to a participant at the
tinme of grant of the option or the purchase of shares. A participant may becone
liable for tax upon disposition of the shares acquired, as follows.

If the shares are sold or disposed of, including by way of gift, at |east
two years after the offering date (the first day of the offering period during
whi ch shares were purchased) and nore than one year after the date on which
shares were transferred to the enployee, then the |lesser of (a) the excess of
the fair market value of the shares at the time of such disposition over the
purchase price of the shares subject to the option, referred to as the "option
price," or (b) fifteen percent of the fair market value of the shares on the
offering date, will be treated as ordinary income to the participant. The
enpl oyee's basis of the option stock will be increased by the anpbunt of the
conpensation incone recogni zed. Any further gain or |oss upon such disposition
will be treated as long-termcapital gain or loss. If the shares are sold and
the sales price is less than the option price, there is no ordinary incone and
the participant has a capital loss for the difference.
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If the shares are sold or disposed of, including by way of gift or by
exchange in connection with the exercise of an incentive stock option, before
the expiration of the holding periods described above, then the excess of the
fair market value of the shares on the date of option exercise over the option
price will be treated as ordinary inconme to the participant. This excess wl|l
constitute ordinary inconme in the year of sale or other disposition even if no
gain is realized on the sale or a gratuitous transfer of the shares is made. The
basis of the option stock will be increased by the ampunt of the conpensation
inconme recogni zed. Any further gain or |oss recognized in connection with any
such sale or exchange will be treated as capital gain or loss and will be
treated as short-termcapital gain or loss if the shares have been held |ess
than one year.

I f shares are sold or disposed of before the expiration of the statutory
hol di ng periods, we are generally entitled to a tax deduction in an anpunt equal
to the ordinary inconme recognized by the participant in connection with such
sal e or disposition.

The foregoing summary of the effect of federal incone taxation upon the
participant and us with respect to the shares purchased under the ESPP does not
purport to be conplete. Reference should be made to the applicable provisions of
the Internal Revenue Code. In addition, the summary does not discuss the tax
inplications of a participant's death or the provisions of the incone tax |aws
of any municipality, state, or foreign country in which the participant may
resi de.

New Pl an Benefits

El i gi bl e enpl oyees participate in the ESPP voluntarily and each such
enpl oyee determines his or her level of payroll deductions within the guidelines
fixed by the ESPP. Accordingly, future purchases under the ESPP are not
determinable at this time. Non-executive directors are not eligible to
participate in the ESPP. W, therefore, have not included any new plan benefits
tabl e.

The Board Recommends a Vote "FOR' the Ratification and Approval of the
Amrendnent and Restatenent of the 1999 Enpl oyee Stock Purchase Pl an.
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PROPCSAL NO. 4
RATI FI CATI ON OF SELECTI ON OF | NDEPENDENT REGQ STERED PUBLI C ACCOUNTI NG FI RM

The Audit Conmittee of our Board of Directors has selected Deloitte &
Touche LLP ("Deloitte") as the independent registered public accounting firmfor
the fiscal year ending Septenber 30, 2009, and our stockhol ders are being asked
to ratify such selection. Representatives of Deloitte will be present at the
Annual Meeting, will be able to make a statenent if they wish to do so, and will
be able to respond to appropriate questions.

Ratification by our stockhol ders of the selection of Deloitte as our
i ndependent regi stered public accounting firmis not required by our bylaws or
ot herwi se. However, the Board is submitting the selection of Deloitte as a
matter of good corporate practice. If our stockholders fail to ratify this
selection, the Audit Committee will reconsider whether or not to retain that
firm Even if the selection is ratified, the Audit Conmittee in its discretion
may direct the appointnent of a different independent registered public
accounting firmat any time during the year if it determ nes that such a change
woul d be in the best interests of Keynote and our stockhol ders.

The Board Recommends a Vote FOR the Ratification of the Selection of
Deloitte & Touche LLP

Audit and Rel ated Fees

During the fiscal years ended Septenber 30, 2008 and 2007, the aggregate
fees billed by Keynote's independent registered public accounting firm
Deloitte, for professional services were as follows:

o Audit Fees. The aggregate fees billed by Deloitte for professional
services rendered for the audit of Keynote's annual consolidated
financial statenments, and review of the consolidated financial
statements included in Keynote's quarterly reports on Form 10-Q and
services that are normally provided by the independent auditors in
connection with statutory and regulatory filings or engagenents were
$1, 430, 140 for the fiscal year ended Septenber 30, 2008 and
$1, 201,984 for the fiscal year ended Septenber 30, 2007 .

o Audit-Related Fees. There were no fees billed by Deloitte for
assurance and rel ated services reasonably related to the performance
of the audit or review of Keynote's consolidated financial
statements that are not reported above under "Audit Fees" for the
fiscal years ended Septenber 30, 2008 or Septenber 30, 2007;

o Tax Fees. There were no fees billed by Deloitte and for professional
services rendered for tax conpliance and tax advice planning for the
fiscal years ended Septenber 30, 2008 or for the fiscal year ended
Sept enber 30, 2007; and

o Al Oher Fees. For the fiscal years ended Septenber 30, 2008
and Sept enber 30, 2007, there were no other fees billed by
Deloitte.

The Audit Conmittee determined that the provision of these services was
conpatible with maintaining Deloitte's independence for the fiscal year ended
Sept enber 30, 2008.
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REPORT OF THE AUDI T COW TTEE

The Audit Conmittee has reviewed Keynote's audited consolidated financial
statenments for the fiscal year ended Septenber 30, 2008 and has net with the
managenent of Keynote and its independent auditors to discuss the audited
consol i dated financial statenments. Keynote's managenent has represented to the
Audit Committee that Keynote's audited consolidated financial statements were
prepared in accordance with generally accepted accounting principles.

The Audit Committee has discussed with Keynote's independent auditors the
matters required to be discussed by Statement on Auditing Standards No. 61, as
anmended (Al CPA, Professional Standards, Vol. 1, AU section 380), and as adopted
by the Public Conpany Accounting Oversight Board in Rule 3200T. The audit
conmittee has received from Keynote's independent auditors the witten
di sclosures and letter required by |Independence Standards Board Standard No. 1,
| ndependence Di scussions with Audit Committees, and has di scussed with them
their independence. The Audit Committee has al so considered whether the
provi sion of non-audit services by Keynote's independent auditors is conpatible
wi th maintaining the i ndependence of the independent auditors.

Based on the review and di scussions noted above, the Audit Committee
recommended to Keynote's Board of Directors that the audited consolidated
financial statenments be included in Keynote's annual report on Form 10-K for the
fiscal year ended Septenber 30, 2008, and be filed with the Securities and
Exchange Commi ssi on.

Audit Conmittee
Mohan Gyani

Raynond L. Ccanpo Jr.
Charles M Boesenberg
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SECURI TY OWNERSHI P OF CERTAI N BENEFI Cl AL OWNERS AND MANAGEMENT

The following table presents information as to the beneficial ownership of
our conmon stock as of Decermber 31, 2008 by:

o each stockhol der known by us to be the beneficial owner of nore than
5% of our common stock;

o each of our directors;

o our Chief Executive Oficer, Chief Financial Oficer and three other
nost highly conpensated executive officers who were serving as
executive officers as of Septermber 30, 2008; and

o all of our directors and executive officers as a group.

The percentage ownership is based on 14,195,181 shares of common stock
out st andi ng, excluding shares of treasury stock, as of Decenmber 31, 2008. Shares
of commpbn stock that are subject to options currently exercisable or exercisable
within 60 days of Decenber 31, 2008, are deened outstanding for the purposes of
conputing the percentage ownership of the person hol ding these options but are
not deened outstanding for conmputing the percentage ownership of any other
person. Beneficial ownership is determi ned under the rules of the Securities and
Exchange Conmi ssion and generally includes voting or investnent power with
respect to securities. Unless indicated below, to our know edge, the persons and
entities named in the table have sole voting and sol e investnment power wth
respect to all shares beneficially owned, subject to community property |aws
where applicable. Unless otherw se noted, the address for each stockhol der
listed belowis c/o Keynote Systens, Inc., 777 Mariners |sland Boul evard, San
Mat eo, CA 94404.

Shares Beneficially
Nane of Beneficial Oaner Owned

Nunber of
Shares Per cent

Directors and Named Executive COfficers:

UMBNG GUPL A (L) . ittt ittt et et et e e e e e e 3, 195, 443 22.51%
EriC StoKesberry ((2) .. ... e 229, 615 1.62%
Kri shna KNadl Oy a (3) ... v ittt e e e e e e e e 195, 346 1.38%
Raymdnd L. QCamPO Jr. () . ..ttt e e e e 179, 444 1.26%
Davi d COWAN (5) . . vttt ettt e e e e e et e e e e e e 176, 971 1.25%
MONAN GYANT (6) . . . v e oottt e e e e e 153, 750 1.08%
Deborah Ri@MBN (7)) ... e e e 133, 750 *
Jeffrey Kraatz (8) . ... ... ... 111, 353 *
ANAr W HammBr  (9) . ..o 108, 397 *
Jennifer Bolt (10) . . ...t e 101, 000 *
Charl @s M BoESENDEr g (11) . ...ttt ettt e e e e e e e 46, 250 *
Al 16 directors and executive officers as a group (12). ... .. ...ttt 5, 160, 601 36.35%

5% St ockhol ders:

Di mensional FUNd AdVi SOTS, LP (13) . ..ttt ittt e e e e e e e e e e 1,387,724 9.78%
Renai ssance Technol ogi @S LLC (14) . .. ... it e e e e 1, 092, 800 7.70%
S Squared Technol 0gy ((15) . . ... ... 958, 300 6. 75%
Barclays G obal 1nvestors NA (CA) (16) ...ttt et e et e e e e e e 804, 264 5.67%
Funds affiliated with Ramius LLC (17) ... ... e e e e 785, 206 5.53%

* I ndicates beneficial ownership of |ess than 1%
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(2)

(3)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

I ncl udes 1, 283, 333 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

I ncl udes 194, 666 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

I ncl udes 189, 166 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

I ncl udes 34,716 shares held by Raynond L. Ccanpo Jr. and Sandra O Ccanpo,
Trustees of Ccanpo Revocable Trust UTA May 30, 1996, and 122,000 shares
subj ect to options exercisable within 60 days of Decenber 31, 2008.

I ncl udes 148, 750 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 153, 750 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 133, 750 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 109, 790 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 107,102 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 101, 000 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Represents 46, 250 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

I ncl udes 3,097, 348 shares subject to options exercisable within 60 days of
Decenber 31, 2008.

Based solely on information provided by Dinensional Fund Advisors, LPin
its Form 13F, as anended, filed with the Securities and Exchange Commi ssion
on Septenber 30, 2008 and Schedule 13G A, filed with the Securities and
Exchange Conmi ssion on June 6, 2008. Dinensional Fund Advisors LP

("Di nensional "), and serves as investment nmanager to certain other
conmmingl ed group trusts and separate accounts. These investnment conpanies,
trusts and accounts are the "Funds." In its role as investnent advisor or
manager, Di mensional possesses voting and/or investment power over the
comon stock, and may be deemed to be the beneficial owner of the shares
hel d by the Funds. However, all securities are owned by the Funds.

Di nensi onal disclai ns beneficial ownership of such securities. The address
of Dinensional is 1299 Ccean Avenue, Santa Monica, CA 90401.

Based solely on information provided by Renai ssance Technol ogies, LLC. in
its Form 13F, as anended, filed with the Securities and Exchange Conmi ssion
on Septenber 30, 2008 and Schedule 13G filed with the Securities and
Exchange Conmi ssion on February 13, 2008. Janes Sinons is a controlling
person of such fund. The address of this person and this entity is 800
Third Avenue, 33rd Floor, New York, NY 10022.

Based solely on information provided by S Squared Technology in its Form
13F, filed with the Securities and Exchange Conmi ssion on Septenber 30,
2008 and Schedul e 13G as anended filed with the Securities and Exchange
Conmmi ssion on January 17, 2008.. Represents conbined hol di ngs of S Squared
Technol ogy, LLC and S Squared Technol ogy Partners, L.P. Seynour L.

Col dbl att disclainms any beneficial ownership interest of the shares held by
any funds for which S Squared Technol ogy, LLC or S Squared Technol ogy
Partners, L.P. acts as an investnent adviser, except for that portion of
such shares that relates to his economc interest in such shares, if any
Represents conbi ned hol di ngs of S Squared Technol ogy, LLC and S Squared
Technol ogy Partners, L.P. Kenneth A Goldblatt disclainms any beneficial
ownership interest of the shares held by any funds for which S Squared
Technol ogy, LLC or S Squared Technol ogy Partners, L.P. acts as an

invest ment advi ser, except for that portion of such shares that relates to
his economic interest in such shares, if any. This statement is filed on
behal f of S Squared Technol ogy, LLC ("SST"), a Delaware linmted liability
conpani es, S Squared Technol ogy Partners, L.P. ("SSTP'), a Delaware limted
partnership, and Seynour L. Goldblatt ("Seynour") and Kenneth A. Col dblatt
("Kenneth"). Seynour is the President of each of SST and SSTP and owns a
mejority of the interests in SST. Kenneth owns a nejority of the interests
in SSTP. The share anpunts relate to shares held for the accounts of

mul tiple private investment funds for which SST or SSTP acts as investnent
advi ser. The address of these entities and persons is 515 Madi son Avenue,
New Yor k, NY 10022.

Based solely on information provided by Barclays d obal Investors NA (CA)
inits Form13F, filed with the Securities and Exchange Conmi ssion on
Sept enber 30, 2008. The address of this entity is 400 Howard St, San
Franci sco, CA94105.

Based solely on information provided by Ramius LLC in its Schedul e 13D,
filed with the Securities and Exchange Conmi ssion on Novenber 7, 2008.
According to the Schedul e 13D, 708,238 shares are held by Ramius Val ue and
Qpportunity Master Fund LTD ("Val ue and Opportunity Master Fund"), 76,968
shares are held by Parche LLC "Parche") Ram us Enterprise Master Fund Ltd,
a Cayman | sl ands exenpted conpany ("Enterprise Master Fund"), who serves as
the sol e non- managi ng nmenber of Parche and owns all economic interests
therein. Rami us Advisors, LLC, a Delaware limted liability conpany

("Rami us Advisors"), who serves as the investnent advisor of Enterprise
Mast er Fund; RCG Starboard Advisors, LLC, a Delaware limted liability
conpany ("RCG Starboard Advisors"), who serves as the investnent manager of
Val ue and Opportunity Master Fund and the managi ng nenber of Parche; Rami us
LLC, a Delaware limted liability conpany ("Ram us"), who serves as the

sol e nenber of each of RCG Starboard Advisors and Ranmius Advisors; C4S &
Co., L.L.C., a Delaware limted liability company ("C4S"), who serves as
nmanagi ng menber of Ramius. The managi ng nmenbers of C4S & Co., L.L.C. are
Peter A. Cohen, Mrgan B. Stark, Thomas W Strauss and Jeffrey M Sol onon.
The address of these entities and persons is 599 Lexington Avenue, 20th

Fl oor, New York, Ny 10022.
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COVPENSATI ON DI SCUSSI ON AND ANALYSI S
I ntroduction

Thi s conpensation di scussion and anal ysis describes the material elenents
of conpensation awarded to each of our executive officers who are identified in
the Summary Conpensation Table on page 27 (the "naned executive officers"). This
di scussi on and anal ysis serves as an introduction to the executive conmpensation
infornation provided in narratives, tables and footnotes that follow This
di scussi on and anal ysis contains statenents about individual and conpany
performance targets and goals, and the |ikelihood of achieving these targets and
goals, in the limted context of our conpensation programs. Those statenents
shoul d not be understood to be statements of our expectations or estinates of
future performance or other guidance, and should not be applied to other
contexts. These statenents are subject to many risks and uncertainties,
including, but not limted to, those identified in our Form 10-K for fiscal year
ended Septenmber 30, 2008 under "ltem 1A. Risk Factors."

Qur conpensation conmittee performs at |east annually a strategic review of
our executive officers' overall conpensation to determnine whether they provide
adequat e incentives and notivation to our executive officers. During each fiscal
year, the Conpensation Conmittee nmeets with our Chief Executive Oficer to
review the objectives of Keynote and its executives for such year and to
establish parameters for performance-based year-end bonus awards. Bonus awards
for executives other than the Chief Executive Officer may be based on
achi evenment of corporate objectives as well as on achi evenent of personal
obj ectives as determi ned by the Chief Executive Officer. Personal objectives are
establ i shed by the Chief Executive Officer at the beginning of the fiscal year
and usual ly involve a nix of quantitative and qualitative goals. At the
concl usi on of each fiscal year, the Conpensation Conmittee neets with the Chief
Executive Oficer to review the performance of Keynote and its executive
of ficers against the corporate performance objectives and paraneters that were
established for eligibility for performance-based bonuses and to award year-end
cash bonuses. The Conpensation Committee determines the conpensation of the
Chi ef Executive Oficer outside of his presence.

General Conpensation Policy and Objectives

Qur executive conpensation programis designed to attract, as needed,
individuals with the skills necessary for us to achieve our business plan, to
reward those individuals fairly over time, to retain those individuals who
continue to performat or above the levels that we expect and to closely align
the conpensation of those individuals with the perfornance of our conpany on
both a short-termand | ong-term basis. Keynote's conpensation philosophy for
executive officers is to relate conpensation to individual and corporate
performance. Accordingly, our conpensation prograns are designed with a
framework of rewards, in the short termand the long term for neeting and
exceedi ng nmeasur abl e conpany-w de goals and individual goals. Wthin this
overal | philosophy, the elements of conpensation for our named executive
of ficers include base salaries, cash incentive bonuses, and equity incentive
awar ds.

We view these conponents of conpensation as related but distinct. Although
our conpensation conmittee does review total conpensation, we do not believe
that significant conpensation derived fromone conponent of conpensation should
negate or reduce conpensation fromother components. W determine the
appropriate |level for each conpensation conponent based in part, but not
exclusively, on our understanding of the conpetitive narket, our view of
internal equity and consistency, individual perfornmance and overall conpany
performance. W typically have not engaged third party conpensation consultants,
except in the case of our conpensation decisions regarding our Chief Executive
O ficer conmpensation for fiscal 2008, when the Conpensation Conmittee engaged
Conpensia, Inc. Qur conpensation conmittee has not adopted any fornal or
infornal policies or guidelines for allocating conpensation between |ong-term
and currently paid out conpensation, between cash and non-cash conpensation or
anong different forms of non-cash conpensation. However, the conpensation
committee's philosophy is to have a significant portion of an enployee's
conpensati on perfornmance-based, while providing the opportunity to be well
rewarded through equity if the conpany perforns well over tine. W also believe
for technol ogy conpani es, stock-based conpensation is the primary notivator in
attracting enpl oyees, rather than cash conpensati on.

Fromtinme to time, special business conditions may warrant additional
conpensation to attract, retain or notivate executives. Exanples of such
conditions could include acquisitions, recruiting or retaining specific or
uni que talent, and recognition for exceptional contributions. In these
situations, the Conpensation Conmittee considers the business needs and the
potential costs and benefits of special rewards.

We account for equity conpensation paid to our enpl oyees under SFAS 123(R),
which requires us to estimate and record an expense over the service period of
the award. Qur cash conpensation is recorded as an expense at the tine the
obligation is accrued. W currently intend that all cash conpensation paid wll
be tax deductible for us. However, with respect to equity conpensation awards,
whil e any gain recogni zed by enpl oyees from nonqualified options granted at fair
mar ket val ue should be deductible, to the extent that an option constitutes an
incentive stock option gain recognized by the optionee will not be deductible if
there is no disqualifying disposition by the optionee. In addition, if we grant
restricted stock or restricted stock unit awards that are not subject to
performance vesting, they may not be fully deductible by us at the tine the
award is otherw se taxable to enployees.

El enents of Conpensation

The three material elenents of our named executive officer conpensation
program are base sal ary, cash incentive awards and equity incentive awards.
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Base Sal ary

We seek to provide our senior nanagement with a base salary that is
appropriate for their roles and responsibilities, and that provides themwth a
| evel of income stability. The Conpensation Committee revi ews base salaries
annual ly, and adjusts themfromtine in light of current conditions. For fiscal
year ended Septenber 30, 2008, the base salaries of our named executive officers
were determined for each individual by evaluating his scope of responsibility,
historical qualitative performance and other contributions, prior experience and
sal ary history. The Conpensation Conmittee nade its conpensation decisions based
on its subjective judgnent taking into account the available information, and in
setting salaries for fiscal year ended Septenber 30, 2008, the Conpensation
Commi ttee considered base salary increases for all of our named executive
of ficers. The Conpensation Committee believed the salary levels for fiscal year
ended Septenber 30, 2008 woul d serve as an effective nmeans of retaining these
i ndi vi dual s.

For the fiscal year ended Septenber 30, 2008, the Conpensation Conmittee
set M. CQupta's base salary at the $330,000 |evel. The Conpensation Conmittee
consi dered our conpany's performance in fiscal year ended Septenber 30, 2008,
M. Qupta's overall and cash conpensation history at our conpany, and the
Conpensation Conmittee's understandi ng of cash conpensation paid to chief
executive officers of other public and private conpanies. The base sal aries of
our other named executive officers other than M. Kraatz renained largely the
sane, with M. Hanmer's at $206, 000, and each of Messrs. Stokesberry's and
Khadl oya's at approximately $190,000. In July 2008, Messrs. Hanmer, Khadl oya and
St okesberry received cost of living adjustments to their base salaries, bringing
their base salaries to $209, 000, $202,000 and $197, 000, respectively. The base
salary of M. Kraatz was increased to $250,000 from $175, 000 and deterni ned t hat
such increase was warranted based on his increased responsibilities as the head
of our sales organization, while still closely aligning his variable
conpensation with the overall corporate goal of increasing sales.

Cash | ncentive Awards

Each of our named executive officers is eligible to receive incentive cash
conpensati on based on individual performance and our corporate performance for
the entire year. The Conpensation Committee net with our Chief Executive Oficer
to review the objectives of Keynote and its executives for the fiscal year ended
Sept enber 30, 2008 and to establish parameters for performance-based year-end
bonus awar ds.

Qur Chief Executive Oficer's bonus was based entirely on achieving
corporate goals, while the named executive officers bonus was tied to achieving
Personal managenent by objectives (MBGCs) and Corporate MBOs that are established
by the Chief Executive Officer at the beginning of the fiscal year. Corporate
MBOs include quantitative goals, while Personal MBGs involve a mx of
quantitative and qualitative goals.

For fiscal year ended September 30, 2008, the on-target bonus for our Chief
Executive Oficer was 60% of his base salary. The on-target bonuses for each
named executive officer other than the Chief Executive Officer and M. Kraatz,
was 30% of base salary and the on-target bonus for M. Kraatz was 60% of base
salary, with nuch of his bonus directly related to the anobunt of services sold
because of his responsibility for the sales function at our conpany.

The on-target bonus ampunts for each of the naned executive officers for
fiscal year ended Septenber 30, 2008 were as follows:

Nane On- Target Bonus M ni mum Bonus Maxi mum Bonus
Unang Gupta $198, 000 $0 $396, 000( 1)
Drew Harer (2) 62, 000 0 100, 000
Jeffrey Kraatz 131, 000 0 (3)

Kri shna Khadl oya 56, 000 0 78, 000

Eric Stokesberry 58, 000 0 78, 000

(1) If the corporate objectives described below for M. Gupta were exceeded,
M. Qupta could have received up to 200% of his target bonus.

(2) |If the corporate objectives described below for M. Hanmer were exceeded,
M. Harmer could have received up to and an additional 20% of his base
sal ary as a bonus.

(3) There was no cap on the maxi mum bonus amobunt to be paid to M. Kraatz.

Per sonal MBGCs.

Each named executive officer, other than our Chief Executive Oficer,
typically has a nunber of Personal MBO goals for the fiscal year. The specific
Personal MBO goals, and the relative weighting of each, is determ ned by our
Chi ef Executive O ficer and confirned by the Conpensation Committee. Bonus
paynents associated with Personal MBO goal achievenent are based on the degree
to which each the objective is achieved, as determ ned by our Chief Executive
Oficer.

For the fiscal year ended Septenber 30, 2008, the Personal MBO goals for
our Chief Financial Oficer, M. Haner were established and reviewed quarterly,
focusing on the managenent of his area of responsibility. For the fiscal 2008,
M. Hamer's Personal MBO goals were maintaining budgetary controls on general
and adnini strative costs, and delivering nonthly financial packages. For the
fiscal year ended Septenber 30, 2008, M. Haner earned bonus paynents of
approxi mately $10,000 in the aggregate as a result of achievement of 66.6% of
the goals for the first quarter and third quarters, 0% of the goals in the
second quarter and 100% achi everrent of the goals for the fourth quarter.

For the fiscal year ended Septenber 30, 2008, the Personal MBO goals for
our Vice-President of Wrldw de Sales and Services, M. Kraatz, were based on
Keynote revenue in North Anerica and Asia Pacific. If we have revenue in excess
of a base ampunt in a quarter, M. Kraatz was eligible to receive a target
conmi ssion for that quarter based on a percentage of the excess of this base
anmount. For the fiscal year ended September 30, 2008, M. Kraatz earned cash
payments of $33,726, in the aggregate as a result of our revenue perfornance.
The Personal MBO objectives for M. Khadl oya and M. Stokesberry related to
product and operational goals set by our Chief Executive Oficer. Approximtely
two-thirds of each of his target bonus anpunt was tied to these Personal MBO
goal s. The actual amount of bonus paid to M. Khadl oya and M. Stokesberry for
the fiscal year ended Septenber 30, 2008 was based on the overall subjective
determ nation of our Chief Executive Oficer of each of his overall perfornance
and their achievenent of these goals for the fiscal year.
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Corporate MBGs. For fiscal year ended Septenmber 30, 2008, the Conpensation
Committee sel ected EBI TDA goal s and revenue goals for the corporate goals
because it believed that these neasures are strongly correlated with stockhol der
val ue creation, inprovenent in these neasures aligns with our overall growth
strategy, we and our investors see these neasures as anpong the nost critical of
our financial information, and these neasures bal ance growh and profitability.
The Conpensation Conmittee al so sel ected these neasures to establish appropriate
checks and bal ances anpng our financial objectives and to provide the strongest
conposite of indicators of our overall annual performance. The EBI TDA goal s and
the revenue goals were set at levels intended to reward achieving results that
met our expectations. The Corporate MBOs were a higher conponent of the bonus
for our Chief Executive Officer and the Chief Financial Oficer, as it was
bel i eved that they had the npst conpany-w de perspective in their roles, whereas
the other named executive officers had a narrower, nore domain-focused
responsibility.

The Conpensation Conmittee believes that to provide for an appropriate
incentive effect, our Chief Executive Oficer and our Chief Financial Oficer
shoul d only be rewarded for achi evement of at |east a minimumthreshold of a
particul ar Corporate MBO goal, with the opportunity to receive nore as the
performance | evels increase. Wth respect to EBI TDA, 50% of the Corporate MBO
for fiscal 2008 service was payable if Keynote achi eved EBI TDA of $8.3 million.
A linear payout of 0%to 200% (of such 50% of the Corporate MBO) was payabl e
upon achi evermrent of such EBITDA, within a range extending from approxi mately 80%
of the operating cash flow goal (0% payout) to approxi mately 120% of the
operating cash flow goal (200% payout). Wth respect to revenue, 50% of the
Cor porate MBO was payable if Keynote achi eved the revenue goal of $77.0 million,
as cal cul ated under generally accepted accounting principles of the United
States or Germany, depending on the jurisdiction in which the revenue was
generated. A linear payout of 0%to 200% (of such 50% of the Corporate MBO) was
payabl e upon achi evenent of such revenue goal, within a range extending from
approxi mately 90% of the revenue goal (0% payout) to 110% of the revenue goal
(200% payout). Accordingly, our Chief Executive O ficer and Chief Financial
O ficer would not have received a paynent for the portion of the 2008 target
bonus that was based on a conpany performance goal if the m ni rum achi evenent
threshol d |l evel of a particular goal was not met. Conversely, if the achievenent
threshold of a particular goal was exceeded, our Chief Executive Oficer and
Chi ef Financial Oficer woul d have received a paynent amount that exceeded his
respective target bonus associated with that goal, with a maxi num bonus of 200%
of the target ampunt for such Corporate MBO |n addition, each of M. Khadl oya
and St okesberry had approximately one third of his target bonus tied to the
achi evement of these corporate goals.

For the fiscal year ended Septenber 30, 2008, Messrs. Gupta and Hamer
earned cash paynents of $225,024, and $46, 823, respectively, as a result of
achi evemrent of goals related to conpany perfornance, representing 129% of the
target bonus that was based on the EBI TDA goal and 99% of the target bonus that
was based on the revenue goal .

Because our Conpensation Conmittee views cash bonuses as a reward for
strong performance, we generally set conpany perfornance objectives at |evels
that would only be achieved if we inproved on our past |evels of performance.
Accordingly, we generally believe that these targets are difficult to achieve
and require a high | evel of execution and perfornmance by our executives.

We do not have a formal policy regarding adjustment or recovery of awards
or paynents if the relevant perfornmance neasures upon which they are based are
restated or otherwi se adjusted in a manner that would reduce the size of the
awar d.

Long- Term Equity Awards

Each naned executive officer is eligible to receive equity awards, which
the Conpensation Conmittee believes will reward the naned executive officers if
stockhol der value is created over the long-term as the value of the equity
awar ded increases with the appreciation of the narket val ue of our common stock.
Accordingly, the primary purpose of our long-termequity awards is to align the
interests of the naned executive officers with those of the stockhol ders through
incentives to create stockhol der value. Equity awards al so inprove our ability
to attract and retain our executives by providing conpensation that is
conpetitive with market |evels.

Qur equity conpensation plan provides for awards of: stock options,
restricted stock, and stock bonuses, although to date we have only issued stock
options. W use stock options to link executive officer conpensation directly to
increases in the price of our common stock, which reflects increases in
st ockhol der value. Stock options therefore conpensate our executive officers
only if our stock price increases after the date of grant and the executive
of ficer remains enployed for the period required for the stock option to vest
and becone exercisable. The Conpensation Conmittee thus considers stock options
a particularly effective incentive and retention tool because it notivates our
executive officers to increase stockholder value and remain with our conpany.

Stock option grants are typically awarded to executive officers upon hiring
or pronotion, in connection with a significant change in responsibilities, or
sonetines to achi eve additional ownership in our conpany. Al stock options
granted to executive officers are granted with an exercise price equal to the
mar ket closing price of our common stock on the date of grant. Each year, the
Conpensation Conmittee reviews the equity ownership of our executive officers
and considers whether to nmake an additional award and takes into account our
conpany-wi de stock option refresh policy. In order to qualify for an additional
option grant, the enployee nust have a strong performance evaluation rating. In
maki ng determinations as to additional grants of options to executive officers,
the Conpensation Conmittee remains sensitive to the potential dilutive inpact
and accounting expense of stock option grants, and al so takes into account, on a
subj ective basis and on the advice of the chief executive officer, in the case
of other named executive officers, the responsibilities, past performnce and
anticipated future contribution of the executive, the conpetitiveness of the
executive's overall conpensation package, as well as the executive's existing
equity hol dings, accunul ated realized and unrealized stock option gains, and the
potential reward to the executive if the market value of our commpn stock
appr eci ates.
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The following table summaries the stock options granted to naned executive
offers during fiscal year ended Septenber 30, 2008:

Nane Stock Options Granted

Umng @pta a0,000
mdrew Harer 6,250
Jeftrey kraatz 20,000
krishna khadioya 20,000
Eric Stokesberry 12,500

We al so have an enpl oyee stock purchase plan that enables eligible
enpl oyees to periodically purchase shares of our common stock at a discount.
Participation in this plan is available to all executive officers on the same
basi s as our other enployees.

We do not have any program plan or obligation that requires us to grant
equity conpensation on specific dates and we have not nmde equity grants in
connection with the rel ease or withhol ding of material non-public informtion.

G her than the equity plans described above, we do not have any equity
security ownership guidelines or requirenents for our executive officers.

Enpl oyee Benefits.

Al'l of our named executive officers are eligible to participate in our
401(k) plan (which includes our matching contributions), health and dental
coverage, life insurance, disability insurance, paid time off, and paid holidays
on the sane terns as are available to all enployees generally.

Severance Arrangenents.

We entered into an enpl oynent agreenment with Umang Gupta, our Chief
Executive O ficer, in Decenber 1997 and anended this agreenent in Novenber 2001.
This agreenent, as anmended, establishes M. Cupta's annual base salary and
eligibility for benefits and bonuses. This agreement continues until it is
term nated upon witten notice by M. Gupta or us. W nust pay M. Gupta his
salary and other benefits through the date of any term nation of his enploynent.
If his enploynent is termnated by us w thout cause or through his constructive
termnation due to a material reduction in his salary or benefits, a material
change in his responsibilities or a sale of us if he is not the chief executive
of ficer of the resulting conmbined conpany, we nust also pay his salary for six
addi tional nonths after that date.

Pursuant to a pronotion letters with each of Messrs. Hanmer, Stokesberry and
Khadl oya, if we terminate his enployment with or w thout cause, we nust provide
himw th either three nonths notice or nust pay himthree nonths of his base
salary. Pursuant to a pronotion letter dated April 4, 2006 with Jeffrey Kraatz,
our Senior Vice President, Wrldw de Sales and Services, if we termnate M.
Kraatz's enploynent with or without cause, we nust provide M. Kraatz with
either three nmonths notice or must pay M. Kraatz three nonths of his base
salary plus his average incentive conpensation as averaged over the previous
year .

Change in Control Arrangenents.

Under M. Gupta's enployment agreenent, as anended, all shares subject to
M. CGupta's options, and any options granted in the future, would vest in full
90 days following a sale of us if M. Qupta is not the chief executive officer
of the resulting conbined conpany. If his enploynent is ternminated by us wi thout
cause or through his voluntary termination, and if he assists in the transition
to a successor chief executive officer, vesting of the shares subject to his
options woul d continue for an additional 12 nonths. If his enploynment is
term nated by us w thout cause or due to his death or through his constructive
termination due to a material reduction in his salary or benefits or a material
change in his responsibilities, the shares subject to his options would vest in
an anount equal to the nunber that would vest during the six months follow ng
this termination. If his enploynent is termnated by us for cause or due to his
di sability or through his voluntary termination where he does not assist in the
transition to a successor chief executive officer, the vesting of any shares
subj ect to his options would cease on the date of termination.
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The options that we grant to our executive officers other than our chief
executive officer, as described above, under our 1999 Equity Incentive Plan
generally provide for acceleration of the vesting of such options upon the
occurrence of specified events. If the executive officer is term nated without
cause following a sale of our conpany that occurs within 12 or |l ess nonths after
the date of grant of the option, that option vests imediately with respect to
25% of the shares subject to that option. If the executive officer is termnated
wi t hout cause followi ng a sale of our conpany that occurs nore than 12 nonths
after the date of grant of the option, that option vests inmediately with
respect to all of the shares subject to that option. Al shares subject to
options held by Messrs. Hamer, Kraatz, Khadl oya and Stokesberry , and any
options granted in the future to these executive officers, would accelerate
under these circunstances. Wth respect to these options, a sale of our conpany
includes any sale of all or substantially all of our assets, or any merger or
consolidation of us with or into any other corporation, corporations, or other
entity in which nore than 50% of our voting power is transferred. Cause is
defined to mean (i) willfully engaging in gross misconduct that is materially
and denonstrably injurious to us; (ii) willful and continued failure to
substantially performthe executive officer's duties (other than incapacity due
to physical or nental illness), provided that this failure continues after our
board of directors has provided the executive officer with a witten demand for
substantial performance, setting forth in detail the specific respects in which
it believes the executive officer has willfully and not substantially perforned
his or her duties and a reasonable opportunity (to be not |ess than 30 days) to
cure the failure. A termination wthout cause includes a ternination of
enpl oynent by the executive officer within 30 days foll owing any one of the
following events: (x) a 10%or nore reduction in the executive officer's salary
that is not part of a general salary reduction plan applicable to all officers
of the successor conpany; (y) a change in the executive officer's position or
status to a position that is not at the level of vice president or above with
the successor (or, with respect to M. Haner, at the |level of Chief Financial
O ficer or above); or (z) relocating the executive officer's principal place of
busi ness, in excess of fifty (50) mles fromthe current |ocation of such
principal place of business.

The intent of these arrangenents is to enable the nanmed executive officers
to have a bal anced perspective in making overall business decisions, and to be
conpetitive with market practices. The Conpensation Conmittee believes that
change in control benefits, if structured appropriately, serve to minimze the
distraction caused by a potential transaction and reduce the risk that key
talent would | eave our conpany before a transaction closes. W do not provide
for gross-ups of excise tax values under Section 4999 of the Internal Revenue
Code. Rather, we allow the naned executive officer to reduce the benefit
received or defer the accelerated vesting of options to avoid excess paynent
penal ties.

The followi ng table summarizes the val ue of benefits payable to each naned
executive officer pursuant to the arrangenments described above:

Termination Termination fol |l owi ng

Accel eration of Accel eration of
Name Sever ance Equity Vesting Sever ance Equity Vesting(1)
Urang GUPLa. ..o $ 16500002 . $  165,000(2) s -
ANdrew Hamer. .......ooie 52, 300( 3) - 52, 300( 3) 62, 815(4)
Jeffrey Kraatz............ ... ... ... ... ... 71, 000(5) -- 71, 000(5) 63, 593(6)
Krishna Khadloya. . ..........covoueiunneeann.. 50, 600( 3) -- 50, 600( 3) 49, 319(7)
Eric Stokesberry ........... i 49, 200( 3) -- 49, 200( 3) 51,194(8)

(1) Calculated based on the termination in connection with a change of control
taking place as of Septenber 30, 2008, the last day of our nost recent
fiscal year; the closing price of $13.25 per share is used which was the
closing price of Keynote common stock on Septenber 30, 2008, the |ast
trading day of our nost recent fiscal year.

(2) Reflects continued base salary for 6 nonths follow ng termnation.
(3) Reflects continued base salary for 3 nonths follow ng term nation.

(4) Reflects value of 100% accel eration of unvested options to purchase 52,085
shares of comon stock if M. Hamer is not the Chief Financial Oficer of
the conbined conpany follow ng the change of control.

(5) Reflects continued base salary for 3 nonths plus quarterly incentive
conpensation as averaged over the previous year, followi ng ternnation.

(6) Reflects value of 100% accel eration of unvested options to purchase 74, 480
shares of comon stock and 25% accel eration of unvested options to purchase
5,000 shares of common stock.

(7) Reflects value of 100% accel eration of unvested options to purchase 31,951
shares of commpn stock and 25% accel eration of unvested options to purchase
5,000 shares of common stock.

(8) Reflects value of 100% accel eration of unvested options to purchase 39, 169
shares of common stock and 25% accel eration of unvested options to purchase
3,125 shares of common stock.

Lim tations on Deductibility of Conpensation

Section 162(nm) of the Internal Revenue Code linits Keynote to a deduction
for federal incone tax purposes of no nore than $1 million of conpensation paid
to our Chief Executive Officer, our Chief Financial O ficer and the next three
nmost highly conpensated executive officers in a taxable year. Conpensati on above
$1 million may be deducted if it is "perfornmance-based conpensation" within the
meani ng of the Code. The Conpensation Conmmittee has considered the requirenents
of Section 162(m and believes that stock option grants made to our Chief
Executive O ficer, our Chief Financial Oficer and other applicable officers
satisfy the requirements for "perfornmance-based conpensation" and are,
therefore, exenpt fromthe limtations on deductibility. However, deductibility
is not the sole factor used by the Conpensation Conmittee in ascertaining
appropriate |levels or manner of conpensation and corporate objectives may not
necessarily align with the requirenents for full deductibility under Section
162(m) . Accordingly, we nmay enter into conmpensation arrangenents under which
paynents are not deductible under Section 162(n). The Conpensation Conmittee's
present intention is to conply with Section 162(m unless the Conpensation
Conmittee believes that these requirenents are not in the best interest of
Keynote or its stockhol ders.
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EXECUTI VE COVPENSATI ON

Summary Conpensation Tabl e

The followi ng table presents conpensation information for the fiscal

endi ng Septenber 30, 2008 and 2007 paid or accrued to our Chief Executive
Officer, Chief Financial Officer and our three other
executive officers who were serving as executive officers as of Septenber 30,
2008 (the "naned executive officers").

Name and Principal Position

Umang Gupt a
Chi ef Executive Oficer

Andrew Haner
Vice President of Finance and
Chief Financial Oficer

Jeffrey Kraatz
Seni or Vice President, Worl dw de
Sal es and Services

Kri shna Khadl oya
Vi ce President of Engineering

Eric Stokesberry
Vice President of Operations

F

(1) The ampunts reflect the dollar

reporting purposes for the fiscal

accordance with FAS 123(R),

1999 Equity Incentive Plan and thus include ampbunts from outstandi ng stock
option awards granted during and prior to fiscal
the cal cul ation of these anpunts are included in the notes to our
consol i dated financial statenments for the fiscal
2008, as included in our Annual

i scal
Year
2008 $
2007
2008
2007
2008
2007
2008
2007

2008
2007

Salary Option Awards(1)

330, 000
300, 020

206, 773
201, 500
218, 750
162, 500
193, 662
182, 700

192, 231
182, 700

$817, 673
879, 435

132, 273
151, 309
167, 392
116, 501
117,672
108, 899

119, 078
106, 741

amount recogni zed for financial

nost hi ghly conpensat ed

year

Non- Equi ty
I ncentive

Pl an

Al Cher

Conpensation Conpensati on(2)

$225, 024
293, 710

58, 840
45,134

33,726
82, 828

59, 304
30, 816

29,793
25, 650

st at enent
year ended Septenber 30, 2008,

in

of stock option awards issued pursuant to the

2007. Assunptions used in
audi t ed

year ended Septenber 30,

Report on Form 10-K. The anpunts shown

disregard estimated forfeitures related to service-based vesting

conditions. These ampbunts reflect Keynote's accounting expense for these
awar ds, and do not correspond to the actual

by the nanmed executive officer.

(2) The anpunts disclosed in the All

val ue that may be recogni zed

Ct her Conpensation col utm consi st of

Keynot e's matching contributions under our 401(k) plan and 2007 |ong-term
disability insurance prem um Keynote paid for the officers.

Grants of Plan-Based Awards

The following table presents the grants nade to each of our

executive officers:

Estimated Future Payouts Under
Equity Incentive Plan Awards(1)

Threshol d
Nane Grant Date (%)
Umang Gupta 11/ 06/ 07
Andr ew Harmer 07/ 07/ 08
Jeffrey Kraatz 07/ 07/ 08
Kri shna Khadl oya 07/ 07/ 08
Eric Stokesberry 07/ 07/ 08

(1) Represents bonuses payabl e pursuant to the bonus plans for fiscal

Tar get
(%)
$198, 000
$75, 000
$175, 000
$175, 000
57, 000

Non

Maxi mum

()

Nunber of
Shares
Under | yi ng
Options

$360, 000 400, 000 (2)

$150, 000

described in "Conpensation Discussion and Analysis.
(2) Shares vest nonthly over two years beginning Decenber 7, 2007.
(3) Option is exercisable as to (i) 25%of the total

2008, the first anniversary date after the grant date,
the total nunber of shares each nonth thereafter.
10 years and is subject to acceleration as described under "Severance and

O her Change of Control Arrangenents."
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6,250 (3)
20,000 (3)
20,000 (3)
12,500 (3)

named

of Option
Awar ds
($/ Share)

$14.
$12.
$12.
$12.
$12.

2008

shares as of April 1,

and (ii) 2.083% of

The option has a term of

$ 2,
2,

2,
2,

2,
2,

2,

Exercise Price Gant Date

Fair Val ue
of Option
Avards ($)
$1, 971, 278
$24, 942
$79, 815
$79, 815
$49, 884

893
566

475
366
515
201
444
333

408
318

Tot al

$1, 375, 590
1,475,711

400, 361
400, 309
422, 383
364, 030
373, 082
322,748

343,510
315, 409



2008 CQutstanding Equity Awards at Fi scal

Year - End

The tabl e bel ow summari zes outstanding equity awards held by each of
our nanmed executive officers at Septenber 30, 2008:

Nane
Unang Gupta

Andrew Haner

Jeffrey Kraatz

Kri shna Khadl oya

Eric Stokesberry

Nurmber of Securities
Under | yi ng
Unexer ci sed Options

(#)

Exerci sabl e (1)
300, 000
350, 000
500, 000

149, 999( 2)
38, 355
49, 999

1,041
0

30, 000
39, 270
21, 250
0

40, 000
15, 000
12,500
10, 000
15, 000
38,333
11, 874
30, 208
0

12, 500
7,500
40, 500
12, 500
10, 000
15, 000
38, 333
11,874
30, 208
5,416
0

Nunber of
Securities
Under | yi ng
Unexer ci sed
Opti ons
(#)
Unexerci sabl e

0

0

250, 001
9, 375
25,001
11, 459
6, 250
10, 000
25,730
38, 750
20, 000

12,500

Option
Exerci se
Price

Option
Expiration
Dat e

01/17/ 2010
11/12/ 2011
02/ 03/ 2016
11/ 06/ 2017
06/ 20/ 2015
01/ 01/ 2016
07/ 01/ 2016
07/ 07/ 2018
09/ 01/ 2015
04/ 04/ 2016
04/ 01/ 2017
07/ 07/ 2018
07/ 01/ 2011
11/ 12/ 2011
07/ 01/ 2012
07/ 18/ 2013
07/ 16/ 2014
11/ 16/ 2014
07/ 01/ 2015
04/ 04/ 2016
08/ 03/ 2017
02/ 26/ 2009
06/ 28/ 2009
11/12/ 2011
07/ 01/ 2012
07/ 18/ 2013
07/ 16/ 2014
11/ 16/ 2014
07/ 01/ 2015
04/ 04/ 2016
08/ 03/ 2017
07/ 07/ 2018

Unl ess otherwi se noted, all options vest as to 25% of the shares of common
stock underlying it on the first anniversary fromthe date of grant and as

to 2.0833%f the underlying shares nmonthly thereafter until

fully vested.

Vests as to 4.1667% of the shares of commpn stock underlying it on a

nonthly basis after the date of grant until
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2008 Option Exercises

The tabl e bel ow summari zes the options exercised by each of our naned
executive officers for the fiscal year ended Septenber 30, 2008.

Nunber of shares

acqui red on Val ue realized on
Nane exerci se exerci se
Umang Gupt a 350, 000 $1, 679, 324
Andr ew Haner 14,770 55,938

Equity Conpensation Plans

As of Septenber 30, 2008, we maintained our 1999 Equity Incentive Plan
and 1999 Enpl oyee Stock Purchase Plan, both of which were approved by our
stockhol ders. The followi ng table information about equity awards under those
pl ans as of Septenber 30, 2008:

(a) (b) (c)
Nunber of Shares
Remai ni ng Avail abl e

for Equity
Nunber of Shares to Conpensation Pl ans
be Issued Upon Wi ght ed- Aver age (Excl udi ng Shares
Exerci se of Exercise Price of Refl ected in Col um
Pl an Category Qut st andi ng Options Qut standi ng Options (a))
Equi ty conpensation
pl ans approved by
st ockhol der s 5, 920, 597 $14.68 562, 765(1)
Tot al 5,920, 597 14.68 562, 765
(1) Of these, 323,750 shares remained available for grant under the 1999

Equity Incentive Plan. There were 450,610 shares that renmi ned

avail able for grant under the 1999 Enpl oyee Stock Purchase Plan. All
of the shares available for grant under the 1999 Equity Incentive Plan
may be issued as restricted stock.
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REPORT OF THE COVPENSATI ON COWM TTEE

The Conpensation Conmittee of the Board of Directors of Keynote has
revi ened and di scussed the Conpensation Discussion and Analysis required by Item
402(b) of Regulation S-K with managenent and, based on such revi ew and
di scussi ons, the Conpensation Committee recomended to the Board that the
Conpensation Discussion and Analysis be included in this Proxy Statenent.

COVPENSATI ON COMM TTEE
Jenni fer Bolt
David Cowan
Deborah Ri eman
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CERTAI N RELATI ONSHI PS AND RELATED PARTY TRANSACTI ONS

O her than the conpensation arrangenents that are described above in
"Director Conpensation” and "Executive Conpensation", since Cctober 1, 2007,
there has not been, nor is there currently proposed, any transaction or series
of simlar transactions to which we were or will be a party in which the amunt
invol ved exceeds $120,000 and in which any director, executive officer, holder
of nore than 5% of our common stock or any nmenber of their i mediate fam |y had
or will have a direct or indirect naterial interest.

The charter of our audit committee adopted by our Board of Directors
require that any transaction with a related party, other than conpensation
related natters, nmust be reviewed and approved or ratified, by our audit
conmittee. The committee has not yet adopted policies or procedures for review
of, or standards for approval of, these transactions.

STOCKHOLDER PROPOSALS FOR THE 2010 ANNUAL MEETI NG OF STOCKHOLDERS

Proposal s of stockhol ders intended to be presented at our 2010 Annual
Meeti ng of Stockhol ders and included in our proxy statement and form of proxy
relating to the nmeeting, pursuant to Rule 14a-8 under the Exchange Act, nust be
received by us at our principal executive offices not |ater than the cl ose of
busi ness on Septenber 23, 2010, which is 120 days prior to the first anniversary
of the date this proxy statement was rel eased to shareholders. |If the date of
next year's annual neeting is changed by nore than 30 days before or after the
anni versary date of this year's annual neeting, the deadline for inclusion of
proposals in our proxy statement will instead be a reasonable tine before we
begin to print and nail our proxy materials. Such proposals also will need to
conply with SEC regul ati ons under Rule 14a-8 regarding the inclusion of
st ockhol der proposals in conpany-sponsored proxy materials. In addition to
submitting a proposal pursuant to Rule 14a-8, Keynote's bylaws provide that for
a stockhol der proposal to be tinely for an annual neeting, it nust be received
not later than the close of business on the seventy-fifth (75th) day nor earlier
than the close of business on the one hundred fifth (105th) day prior to the
first anniversary of the preceding year's annual neeting. To be tinely for the
2010 Annual Meeting of Stockhol ders, a stockholder's notice nust be delivered or
mai l ed to and received by Keynote's Secretary at the principal executive offices
of Keynote between Decermber 14, 2009 and Novenber 14, 2009; provided, however,
that, in the event that the date of the annual neeting is nmore than thirty days
before or nore than sixty days after such anniversary date, proposals by the
stockhol der nust be so delivered not earlier than the close of business on the
tenth day following the day on which public announcenent of the date of such
meeting is first made. Such proposals nust include information on the nomi nees
for election and the business to be brought before the neeting. Qur bylaws
provide that such notice nust also contain information concerning the
stockhol der submitting the proposals, such as its nane and address, the nunber
and cl ass of shares of our capital stock beneficially owned by such stockhol der
and any material interest that such stockhol der has in the business proposed to
be brought before the neeting. We reserve the right to reject, rule out of
order, or take other appropriate action with respect to any proposals that do
not conply with these and other applicable requirenents, including conditions
establ i shed by the Securities and Exchange Conmmission. If the stockhol der does
not also conply with the requirenents of Rule 14a-4(c)(2) under the Securities
Exchange Act of 1934, as anended, we may exercise discretionary voting authority
under proxies that we solicit to vote in accordance with our best judgnment on
any such stockhol der proposal or nonination.

COWPLI ANCE UNDER SECTI ON 16(a) OF THE SECURI TI ES EXCHANGE ACT OF 1934

Section 16 of the Securities Exchange Act of 1934, as amended, requires
our directors and officers, and persons who own nore than 10% of our common
stock to file initial reports of ownership and reports of changes in ownership
with the Securities and Exchange Conmi ssion and the Nasdaq G obal Market. Such
persons are required by Securities and Exchange Conmi ssion regulations to
furnish us with copies of all Section 16(a) forns that they file.

Based solely on our review of the copies of such forms furnished to us and
witten representations fromour executive officers and directors, we found the
following filing was late or missing this year:

M. Cowan failed to file a Form4 related to an acquisition of 9,805
shares of common stock through the w nding down of an exchange fund.

OTHER BUSI NESS

We know of no other matters that will be presented for consideration at the
Annual Meeting. If any other matters properly come before the Annual Meeting, it
is the intention of the persons naned in the enclosed formof Proxy and voting
instructions to vote the shares they represent in accordance with the Board of
Directors' recommendation. Discretionary authority with respect to such other
matters is granted by the execution of the enclosed Proxy.

Whet her or not you plan to attend, to assure your representation at the
meeting, please submit your Proxy and voting instructions over the Internet, by
tel ephone, or mark, date, sign and pronptly return the acconpanying proxy in the
encl osed postage-paid envel ope so that your shares may be represented at the
nmeet i ng.
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Annex A
KEYNOTE SYSTEMS, | NC.
1999 EQUI TY | NCENTI VE PLAN
As Adopted June 28, 1999 and

Amended on Septenber 22, 1999, March 25, 2003, March 23, 2006 and January 2009.

1. PURPOSE. The purpose of this Plan is to provide incentives to
attract, retain and notivate eligible persons whose present and potenti al
contributions are inportant to the success of the Conpany, its Parent and
Subsi diaries, by offering theman opportunity to participate in the Conpany's
future performance through awards of Options, Restricted Stock and Stock
Bonuses. Capitalized terms not defined in the text are defined in Section 23.

2. SHARES SUBJECT TO THE PLAN.

2.1 Nunber of Shares Available. Subject to Sections 2.2 and
18, the total nunber of Shares reserved and available for grant and issuance
pursuant to this Plan will be 5,000,000 Shares plus Shares that are subject to:
(a) issuance upon exercise of an Option but cease to be subject to such Option
for any reason other than exercise of such Option; (b) an Award granted
hereunder but are forfeited or are repurchased by the Conpany at the original
issue price; and (c) an Award that otherw se term nates w thout Shares being
issued. In addition, any authorized shares not issued or subject to outstanding
grants under the Keynote Systens, Inc. 1996 Stock Option Plan and the 1999 Stock
Option Plan (the "Prior Plans") on the Effective Date (as defined below) and any
shares issued under the Prior Plans that are forfeited or repurchased by the
Conpany or that are issuable upon exercise of options granted pursuant to the
Prior Plans that expire or becone unexercisable for any reason w thout having
been exercised in full, will no |onger be available for grant and issuance under
the Prior Plans, but will be available for grant and issuance under this Plan.
No nore than 20,000, 000 shares shall qualify as 1SCs (as defined in Section 5
below). At all tinmes the Conpany shall reserve and keep available a sufficient
nunber of Shares as shall be required to satisfy the requirenents of all
out standing Options granted under this Plan and all other outstanding but
unvested Awards granted under this Plan.

2.2 Adjustnent of Shares. In the event that the nunber of
out standi ng shares is changed by a stock dividend, recapitalization, stock
split, reverse stock split, subdivision, conbination, reclassification or
simlar change in the capital structure of the Conpany wi thout consideration,
then (a) the nunber of Shares reserved for issuance under this Plan, (b) the
Exercise Prices of and nunmber of Shares subject to outstanding Options, and (c)
the nunmber of Shares subject to other outstanding Awards will be proportionately
adj usted, subject to any required action by the Board or the stockhol ders of the
Conpany and conpliance with applicable securities |aws; provided, however, that
fractions of a Share will not be issued but will either be replaced by a cash
paynent equal to the Fair Market Value of such fraction of a Share or will be
rounded up to the nearest whole Share, as determined by the Committee.

3. ELIGBILITY. ISCs (as defined in Section 5 below) nmay be granted
only to enployees (including officers and directors who are al so enpl oyees) of
the Conpany or of a Parent or Subsidiary of the Conpany. Al other Awards may be
granted to enployees, officers, directors, consultants, independent contractors
and advi sors of the Conpany or any Parent or Subsidiary of the Conpany; provided
such consultants, contractors and advi sors render bona fide services not in
connection with the offer and sale of securities in a capital-raising
transaction. No person will be eligible to receive nore than 1,000,000 Shares in
any cal endar year under this Plan pursuant to the grant of Awards hereunder,
ot her than new enpl oyees of the Conpany or of a Parent or Subsidiary of the
Conpany (i ncluding new enpl oyees who are also officers and directors of the
Conpany or any Parent or Subsidiary of the Conpany), who are eligible to receive
up to a maxi mum of 2,000,000 Shares in the cal endar year in which they commence
their enploynent. A person may be granted nore than one Award under this Plan.



4. ADM NI STRATI ON.

4.1 Committee Authority. This Plan will be adm nistered by the
Conmittee or by the Board acting as the Conmittee. Except for autonatic grants
to Qutside Directors pursuant to Section 9 hereof, and subject to the general
purposes, terms and conditions of this Plan, and to the direction of the Board,
the Conmittee will have full power to inplenment and carry out this Plan. Except
for automatic grants to CQutside Directors pursuant to Section 9 hereof, the
Conmittee will have the authority to:

(a) construe and interpret this Plan, any Award
Agreement and any other agreenent or docunent
executed pursuant to this Plan;

(b) prescribe, amend and rescind rules and
regulations relating to this Plan or any Award;

(c) select persons to receive Awards;
(d) deternmine the formand terns of Awards;

(e) determine the nunber of Shares or other
consi deration subject to Awards;

(f) determne whether Awards will be granted singly,
in conbination with, in tandemwth, in replacenent
of, or as alternatives to, other Awards under this
Plan or any other incentive or conpensation plan of
the Company or any Parent or Subsidiary of the
Conpany;

(g) grant waivers of Plan or Award conditions;

(h) determine the vesting, exercisability and paynent
of Awards;

(i) correct any defect, supply any om ssion or
reconcile any inconsistency in this Plan, any Award
or any Award Agreenent;

(j) determne whether an Award has been earned; and

(k) make all other determ nations necessary or
advi sable for the adm nistration of this Plan.

4.2 Committee Discretion. Except for automatic grants to
Qutside Directors pursuant to Section 9 hereof, any determination nade by the
Committee with respect to any Award will be made in its sole discretion at the
time of grant of the Award or, unless in contravention of any express term of
this Plan or Award, at any later tine, and such determination will be final and
bi ndi ng on the Conpany and on all persons having an interest in any Award under
this Plan. The Committee nay del egate to one or nore officers of the Conpany the
authority to grant an Award under this Plan to Participants who are not I|nsiders
of the Conpany.

5. OPTIONS. The Committee may grant Options to eligible persons and
wi || determ ne whether such Options will be Incentive Stock Options within the
meani ng of the Code ("1SO') or Nonqualified Stock Options ("NQOs"), the nunber
of Shares subject to the Option, the Exercise Price of the Option, the period
during which the Option nay be exercised, and all other ternms and conditions of
the Option, subject to the follow ng:

5.1 Formof Option Grant. Each Option granted under this Plan
wi |l be evidenced by an Award Agreenment which will expressly identify the Option
as an |1 SO or an NQSO ("Stock Option Agreement"), and, except as otherw se
required by the terms of Section 9 hereof, will be in such formand contain such
provi sions (which need not be the same for each Participant) as the Committee
may fromtime to tine approve, and which will conply with and be subject to the
terms and conditions of this Plan.



5.2 Date of Grant. The date of grant of an Option will be the
date on which the Committee makes the determnation to grant such Option, unless
ot herwi se specified by the Conmittee. The Stock Option Agreenent and a copy of
this Plan will be delivered to the Participant within a reasonable tine after
the granting of the Option.

5.3 Exercise Period. Options may be exercisable within the
tines or upon the events deternined by the Committee as set forth in the Stock
Option Agreenent governing such Option; provided, however, that no Option wll
be exercisable after the expiration of ten (10) years fromthe date the Option
is granted; and provided further that no I SO granted to a person who directly or
by attribution owns nore than ten percent (10% of the total conbined voting
power of all classes of stock of the Conpany or of any Parent or Subsidiary of
the Conpany ("Ten Percent Stockholder") will be exercisable after the expiration
of five (5) years fromthe date the 1SOis granted. The Cormittee al so may
provide for Options to beconme exercisable at one tine or fromtine to tine,
periodically or otherw se, in such nunber of Shares or percentage of Shares as
the Conmittee deternines.

5.4 Exercise Price. The Exercise Price of an Option will be
determined by the Committee when the Option is granted and will not be |less than
100% of the Fair Market Value of the Shares on the date of grant; provided that
the Exercise Price of any 1SO granted to a Ten Percent Stockholder will not be
less than 110% of the Fair Market Value of the Shares on the date of grant.
Payment for the Shares purchased may be nmade in accordance with Section 8 of
this Plan.

5.5 Method of Exercise. Options may be exercised only by
delivery to the Conpany of a witten stock option exercise agreement (the
"Exercise Agreenent") in a form approved by the Committee (which need not be the
same for each Participant), stating the nunber of Shares being purchased, the
restrictions inposed on the Shares purchased under such Exercise Agreenent, if
any, and such representations and agreements regarding Participant's investnent
intent and access to information and other matters, if any, as nmay be required
or desirable by the Conpany to conply with applicable securities |aws, together
with payment in full of the Exercise Price for the nunber of Shares being
pur chased.

5.6 Termi nation. Notwi thstanding the exercise periods set
forth in the Stock Option Agreenent, exercise of an Option will always be
subject to the foll ow ng:

(a) If the Participant is Termnated for any reason
except death or Disability, then the Participant nay
exerci se such Participant's Options only to the
extent that such Options woul d have been exercisable
upon the Termination Date no later than three (3)
months after the Termination Date (or such shorter or
| onger tine period not exceeding five (5) years as
may be determined by the Conmittee, with any exercise
beyond three (3) nonths after the Termination Date
deened to be an NQ@SO), but in any event, no |ater
than the expiration date of the Options.

(b) If the Participant is Termni nated because of
Participant's death or Disability (or the Participant
dies within three (3) nonths after a Termination
other than for Cause or because of Participant's

Di sability), then Participant's Options may be
exercised only to the extent that such Options would
have been exercisable by Participant on the

Termi nation Date and nust be exercised by Participant
(or Participant's legal representative or authorized
assignee) no later than twelve (12) nonths after the
Termination Date (or such shorter or longer time
period not exceeding five (5) years as may be
determned by the Conmittee, with any such exercise
beyond (a) three (3) nonths after the Term nation
Date when the Termination is for any reason other
than the Participant's death or Disability, or (b)
twel ve (12) nonths after the Termination Date when
the Termination is for Participant's death or

Di sability, deened to be an NQSO), but in any event
no later than the expiration date of the Options.
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(c) Notwithstanding the provisions in paragraph
5.6(a) above, if a Participant is term nated for
Cause, neither the Participant, the Participant's
estate nor such other person who may then hold the
Option shall be entitled to exercise any Option with
respect to any Shares whatsoever, after term nation
of service, whether or not after term nation of
service the Participant may receive paynent fromthe
Conpany or Subsidiary for vacation pay, for services
rendered prior to termnation, for services rendered
for the day on which termnation occurs, for salary
inlieu of notice, or for any other benefits. In
maki ng such determination, the Board shall give the
Participant an opportunity to present to the Board
evidence on his behal f. For the purpose of this
paragraph, termnation of service shall be deened to
occur on the date when the Conpany di spatches notice
or advice to the Participant that his service is
termi nated.

5.7 Limtations on Exercise. The Conmittee may specify a
reasonabl e m ni mum nunber of Shares that may be purchased on any exercise of an
Option, provided that such mni mum nunber will not prevent Participant from
exercising the Option for the full nunber of Shares for which it is then
exer ci sabl e.

5.8 Limtations on | SO The aggregate Fair Market Val ue
(determined as of the date of grant) of Shares with respect to which ISO are
exercisable for the first time by a Participant during any cal endar year (under
this Plan or under any other incentive stock option plan of the Conpany, Parent
or Subsidiary of the Company) will not exceed $100,000. If the Fair Market Val ue
of Shares on the date of grant with respect to which I SO are exercisable for the
first time by a Participant during any cal endar year exceeds $100, 000, then the
Options for the first $100, 000 worth of Shares to becone exercisable in such
cal endar year will be 1SO and the Options for the anobunt in excess of $100, 000
that become exercisable in that cal endar year will be NQSGs. In the event that
the Code or the regulations promnul gated thereunder are anended after the
Effective Date of this Plan to provide for a different linmt on the Fair Market
Val ue of Shares permtted to be subject to I SO such different limt will be
automatically incorporated herein and will apply to any Options granted after
the effective date of such amendnent.

5.9 Modification, Extension or Renewal. The Committee nay
nmodi fy, extend or renew outstanding Options and authorize the grant of new
Options in substitution therefor, provided that any such action nmay not, w thout
the witten consent of a Participant, inpair any of such Participant's rights
under any Option previously granted. Notw thstanding the foregoing, wthout
first obtaining the consent of stockholders, the Conmittee may not (a) reduce
the Exercise Price of outstanding Options or (b) grant in substitution for
cancel led Options (i) new Options having a | ower Exercise Price, or (ii) other
Awar ds aut hori zed under the Plan. Any outstanding |SO that is nodified,
extended, renewed or otherwise altered will be treated in accordance with
Section 424(h) of the Code.

5.10 No Disqualification. Notw thstanding any other provision
inthis Plan, no termof this Plan relating to 1SOwill be interpreted, amended
or altered, nor will any discretion or authority granted under this Plan be
exercised, so as to disqualify this Plan under Section 422 of the Code or,
wi t hout the consent of the Participant affected, to disqualify any | SO under
Section 422 of the Code.

6. RESTRICTED STOCK. A Restricted Stock Award is an offer by the
Conpany to sell to an eligible person Shares that are subject to restrictions.
The Committee will deternmine to whoman offer will be made, the nunber of Shares
the person nay purchase, the price to be paid (the "Purchase Price"), the
restrictions to which the Shares will be subject, and all other terns and
conditions of the Restricted Stock Award, subject to the follow ng:

6.1 Formof Restricted Stock Award. All purchases under a
Restricted Stock Award made pursuant to this Plan will be evidenced by an Award
Agreement ("Restricted Stock Purchase Agreerment") that will be in such form
(whi ch need not be the sanme for each Participant) as the Committee will from
time to tine approve, and will conply with and be subject to the terns and
conditions of this Plan. The offer of Restricted Stock will be accepted by the
Participant's execution and delivery of the Restricted Stock Purchase Agreenent
and full payment for the Shares to the Conpany within thirty (30) days fromthe
date the Restricted Stock Purchase Agreenment is delivered to the person. If such
person does not execute and deliver the Restricted Stock Purchase Agreenent
along with full paynent for the Shares to the Conpany within thirty (30) days,
then the offer will terminate, unless otherw se deternmined by the Committee.
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6.2 Purchase Price. The Purchase Price of Shares sold pursuant
to a Restricted Stock Award will be deternmined by the Conmittee on the date the
Restricted Stock Award is granted, except in the case of a sale to a Ten Percent
St ockhol der, in which case the Purchase Price will be 100% of the Fair Market
Val ue. Paynent of the Purchase Price may be made in accordance with Section 8 of
this Plan.

6.3 Terns of Restricted Stock Awards. Restricted Stock Awards
shal | be subject to such restrictions as the Conmittee nay inpose. These
restrictions may be based upon conpletion of a specified nunber of years of
service with the Conpany or upon conpletion of the performance goals as set out
in advance in the Participant's individual Restricted Stock Purchase Agreenent.
Restricted Stock Awards may vary from Participant to Participant and between
groups of Participants. Prior to the grant of a Restricted Stock Award, the
Conmittee shall: (a) determine the nature, length and starting date of any
Performance Period for the Restricted Stock Award; (b) select from anong the
Performance Factors to be used to neasure performance goals, if any; and (c)
deternmine the number of Shares that may be awarded to the Participant. Prior to
the paynent of any Restricted Stock Award, the Committee shall determine the
extent to which such Restricted Stock Award has been earned. Perfornmance Periods
may overlap and Participants may participate sinmultaneously with respect to
Restricted Stock Awards that are subject to different Performance Periods and
havi ng different performance goals and other criteria.

6.4 Termination During Performance Period. If a Participant is
Term nated during a Performance Period for any reason, then such Participant
will be entitled to paynent (whether in Shares, cash or otherwi se) with respect
to the Restricted Stock Award only to the extent earned as of the date of
Term nation in accordance with the Restricted Stock Purchase Agreenent, unless
the Conmittee will deternine otherw se.

7. STOCK BONUSES.

7.1 Awards of Stock Bonuses. A Stock Bonus is an award of
Shares (which may consist of Restricted Stock) for services rendered to the
Conpany or any Parent or Subsidiary of the Conpany. A Stock Bonus nay be awarded
for past services already rendered to the Conpany, or any Parent or Subsidiary
of the Conpany pursuant to an Award Agreenent (the "Stock Bonus Agreenment") that
will be in such form (which need not be the same for each Participant) as the
Committee will fromtine to time approve, and will conply with and be subject to
the terms and conditions of this Plan. A Stock Bonus may be awarded upon
satisfaction of such performance goals as are set out in advance in the
Participant's individual Award Agreement (the "Performance Stock Bonus
Agreenment”) that will be in such form (which need not be the same for each
Participant) as the Committee will fromtime to tinme approve, and will conply
with and be subject to the terns and conditions of this Plan. Stock Bonuses nay
vary from Participant to Participant and between groups of Participants, and may
be based upon the achi evement of the Company, Parent or Subsidiary and/or
indi vidual performance factors or upon such other criteria as the Committee nay
det er mi ne.

7.2 Terms of Stock Bonuses. The Committee will determine the
nunber of Shares to be awarded to the Participant. If the Stock Bonus is being
earned upon the satisfaction of performance goals pursuant to a Performance
Stock Bonus Agreenent, then the Committee will: (a) determ ne the nature, length
and starting date of any Performance Period for each Stock Bonus; (b) select
from anong the Performance Factors to be used to measure the performance, if
any; and (c) determ ne the nunber of Shares that nay be awarded to the
Participant. Prior to the paynent of any Stock Bonus, the Conmittee shall
deternmine the extent to which such Stock Bonuses have been earned. Performance
Periods may overlap and Participants may participate sinultaneously wth respect
to Stock Bonuses that are subject to different Performance Periods and different
performance goals and other criteria. The nunber of Shares may be fixed or may
vary in accordance with such performance goals and criteria as may be determ ned
by the Conmittee. The Conmittee may adjust the performance goals applicable to
the Stock Bonuses to take into account changes in |aw and accounting or tax
rules and to nake such adjustnents as the Committee deens necessary or
appropriate to reflect the inpact of extraordinary or unusual itens, events or
circunstances to avoid windfalls or hardships.
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7.3 Formof Payment. The earned portion of a Stock Bonus may
be paid currently or on a deferred basis with such interest or dividend
equi valent, if any, as the Commttee nay determ ne. Payment may be made in the
form of cash or whole Shares or a conbination thereof, either in a lunp sum
paynent or in installnents, all as the Committee will deternine.

8. PAYMENT FOR SHARE PURCHASES.

8.1 Paynent. Paynent for Shares purchased pursuant to this
Pl an may be nade in cash (by check) or, where expressly approved for the
Participant by the Conmittee and where pernmitted by | aw

(a) by cancel | ation of indebtedness of the Conpany to
the Participant;

(b) by surrender of shares that either: (1) have been
owned by Participant for nore than six (6) nmonths and
have been paid for within the nmeaning of SEC Rule 144
(and, if such shares were purchased fromthe Conpany
by use of a promissory note, such note has been fully
paid with respect to such shares); or (2) were

obtai ned by Participant in the public nmarket;

(c) by tender of a full recourse prom ssory note
having such terns as may be approved by the Conmittee
and bearing interest at a rate sufficient to avoid
imputation of income under Sections 483 and 1274 of
the Code; provided, however, that Participants who
are not enployees or directors of the Conpany will
not be entitled to purchase Shares with a promissory
note unless the note is adequately secured by

col lateral other than the Shares;

(d) by waiver of conpensation due or accrued to the
Participant for services rendered,;

(e) with respect only to purchases upon exercise of
an Option, and provided that a public market for the
Company's stock exists:

(1) through a "sane day sale" conmm tnent
fromthe Participant and a broker-deal er
that is a nenber of the National Association
of Securities Dealers (an "NASD Deal er")
whereby the Participant irrevocably elects
to exercise the Option and to sell a portion
of the Shares so purchased to pay for the
Exercise Price, and whereby the NASD Deal er
irrevocably commts upon receipt of such
Shares to forward the Exercise Price
directly to the Conpany; or

(2) through a "margi n" commitment fromthe
Participant and a NASD Deal er whereby the
Participant irrevocably elects to exercise
the Option and to pledge the Shares so
purchased to the NASD Dealer in a nargin
account as security for a loan fromthe NASD
Deal er in the ampbunt of the Exercise Price,
and whereby the NASD Deal er irrevocably
commits upon recei pt of such Shares to
forward the Exercise Price directly to the
Conpany; or

(f) by any conbination of the foregoing.

8.2 Loan Guarantees. The Conmittee may hel p the Participant
pay for Shares purchased under this Plan by authorizing a guarantee by the
Conpany of a third-party loan to the Participant.

9. GRANTS TO OUTSI DE DI RECTORS.

9.1 Types of Options and Shares. Options granted under this
Plan and subject to this Section 9 shall be NQSOs.
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9.2 Eligibility. Options subject to this Section 9
shall be granted only to Qutside Directors.

9.3 Initial Gants. Each Qutside Director who was a nmenber of
the Board before the Effective Date will automatically be granted an Option for
50, 000 Shares on the Effective Date, unless such Qutside Director received a
grant of Options before the Effective Date. Each Qutside Director who first
beconmes a nmenber of the Board on or after the Effective Date will automatically
be granted an Option for 60,000 Shares on the date such Qutside Director first
becones a menber of the Board (in either case an "Initial Gant").

9.4 Additional Grants. Each Qutside Director will be eligible
for additional Options (an "Additional Gant") at the sole discretion of the
Conmittee. No Qutside Director shall receive Additional Grants during any fiscal
year covering, in the aggregate, in excess of 40,000 Shares, provided that any
Options received pursuant to Section 9.3 above shall not count against such
limt.

9.5 Vesting.

(a) The date an Qutside Director receives an Initial
Gant is referred to in this Plan as the "Start Date"
for such Option. Each Initial Gant will vest as to
25% of the Shares on the earlier of the first
anniversary of the Start Date for such Initial Gant
or the first Annual Meeting of stockhol ders of the
Conpany following such Initial Gant, and as to
2.0833% of the Shares nonthly thereafter until all of
the Shares are fully vested, so |long as the Cutside
Director continuously renains a director of the
Conpany.

(b) The Conmittee, in its sole discretion, may set
the vesting schedule of Additional Gants to Qutside
Directors.

(c) In the event of a corporate transaction described
in Section 18.1, the vesting of all options granted
to Qutside Directors pursuant to this Section 9 wll
accel erate and such options will becone exercisable
in full prior to the consummati on of such event at
such tinmes and on such conditions as the Conmittee
deternines, and nmust be exercised, if at all, within
three nmonths of the consummuation of said event. Any
options not exercised within such three-nmonth period
shal |l expire.

9.6 Exercise Price. The exercise price of an Option pursuant
to an Initial Gant or an Additional Grant shall be the Fair Market Value of the
Shares, at the tinme that the Option is granted.

10. W THHOLDI NG TAXES.

10.1 Wthhol ding Generally. Wenever Shares are to be issued
in satisfaction of Awards granted under this Plan, the Conpany nay require the
Participant to remit to the Conpany an anpunt sufficient to satisfy federal,
state and local wi thholding tax requirenents prior to the delivery of any
certificate or certificates for such Shares. \Wenever, under this Plan, paynents
in satisfaction of Awards are to be nade in cash, such payment will be net of an
amount sufficient to satisfy federal, state, and local w thholding tax
requi renents.

10.2 Stock W thhol di ng. When, under applicable tax |aws, a
Participant incurs tax liability in connection with the exercise or vesting of
any Award that is subject to tax withholding and the Participant is obligated to
pay the Conpany the anpunt required to be withheld, the Committee nay in its
sol e discretion allow the Participant to satisfy the ninimum w thhol ding tax
obligation by electing to have the Conpany w thhold fromthe Shares to be issued
that nunber of Shares having a Fair Market Value equal to the m ni rum anount
required to be withheld, determined on the date that the ampunt of tax to be
withheld is to be determined. Al elections by a Participant to have Shares
withheld for this purpose will be nmade in accordance with the requirenents
establ i shed by the Conmittee and be in witing in a formacceptable to the
Conmmi ttee.



11. TRANSFERABI LI TY.

11.1 Except as otherwi se provided in this Section 11, Awards
granted under this Plan, and any interest therein, will not be transferable or
assignable by Participant, and may not be made subject to execution, attachnent
or simlar process, otherwise than by will or by the |aws of descent and
distribution or as deternmined by the Conmttee and set forth in the Award
Agreenment with respect to Awards that are not |SCs.

11.2 Al Awards other than NQ@SO s. Al Awards other than
NQSO s shall be exercisable: (i) during the Participant's lifetime, only by (A
the Participant, or (B) the Participant's guardian or |egal representative; and
(ii) after Participant's death, by the | egal representative of the Participant's
heirs or |egatees.

11.3 NQSGs. Unless otherw se restricted by the Conmittee, an
NQSO shal | be exercisable: (i) during the Participant's lifetime only by (A) the
Participant, (B) the Participant's guardian or |egal representative, (C) a
Fami |y Menber of the Participant who has acquired the NQSO by "pernitted
transfer;" and (ii) after Participant's death, by the | egal representative of
the Participant's heirs or legatees. "Pernmitted transfer" means, as authorized
by this Plan and the Committee in an NQSO, any transfer effected by the
Participant during the Participant's lifetine of an interest in such NQSO but
only such transfers which are by gift or domestic relations order. A pernitted
transfer does not include any transfer for value and neither of the follow ng
are transfers for value: (a) a transfer of under a donestic relations order in
settlement of marital property rights or (b) a transfer to an entity in which
more than fifty percent of the voting interests are owned by Family Menbers or
the Participant in exchange for an interest in that entity.

12. PRI VILEGES OF STOCK OWNERSHI P, RESTRI CTI ONS ON SHARES. .

12.1 Voting and Dividends. No Participant will have any of the
rights of a stockholder with respect to any Shares until the Shares are issued
to the Participant. After Shares are issued to the Participant, the Participant
will be a stockhol der and have all the rights of a stockholder with respect to
such Shares, including the right to vote and receive all dividends or other
distributions made or paid with respect to such Shares; provided, that if such
Shares are Restricted Stock, then any new, additional or different securities
the Participant may becone entitled to receive with respect to such Shares by
virtue of a stock dividend, stock split or any other change in the corporate or
capital structure of the Conpany will be subject to the same restrictions as the
Restricted Stock; provided, further, that the Participant will have no right to
retain such stock dividends or stock distributions with respect to Shares that
are repurchased at the Participant's Purchase Price or Exercise Price pursuant
to Section 12.

12.2 Financial Statenents. The Conpany w ||l provide financial
statements to each Participant prior to such Participant's purchase of Shares
under this Plan, and to each Participant annually during the period such
Partici pant has Awards outstanding; provided, however, the Conpany will not be
required to provide such financial statements to Participants whose services in
connection with the Conpany assure them access to equival ent infornation.

12.3 Restrictions on Shares. At the discretion of the
Conmittee, the Conpany may reserve to itself and/or its assignee(s) in the Award
Agreenment a right to repurchase a portion of or all Unvested Shares held by a
Participant followi ng such Participant's Termination at any tinme within ninety
(90) days after the later of Participant's Termi nation Date and the date
Partici pant purchases Shares under this Plan, for cash and/or cancellation of
purchase noney indebtedness, at the Participant's Exercise Price or Purchase
Price, as the case may be.

13. CERTIFI CATES. All certificates for Shares or other securities
delivered under this Plan will be subject to such stock transfer orders, |egends
and other restrictions as the Committee may deem necessary or advisable,
including restrictions under any applicable federal, state or foreign securities
law, or any rules, regul ations and other requirenents of the SEC or any stock
exchange or automated quotation system upon which the Shares may be listed or
quot ed.



14. ESCROW PLEDGE OF SHARES. To enforce any restrictions on a
Participant's Shares, the Conmittee may require the Participant to deposit all
certificates representing Shares, together with stock powers or other
instruments of transfer approved by the Conmittee, appropriately endorsed in
bl ank, with the Conpany or an agent designated by the Conpany to hold in escrow
until such restrictions have | apsed or termnated, and the Conmittee nmay cause a
| egend or |egends referencing such restrictions to be placed on the
certificates. Any Participant who is permtted to execute a promi ssory note as
partial or full consideration for the purchase of Shares under this Plan will be
required to pledge and deposit with the Conpany all or part of the Shares so
purchased as collateral to secure the payment of Participant's obligation to the
Conpany under the promissory note; provided, however, that the Committee may
require or accept other or additional forms of collateral to secure the paynent
of such obligation and, in any event, the Conpany will have full recourse
agai nst the Participant under the pronissory note notw thstanding any pl edge of
the Participant's Shares or other collateral. In connection with any pledge of
the Shares, Participant will be required to execute and deliver a witten pl edge
agreenent in such formas the Committee will fromtime to tinme approve. The
Shares purchased with the promi ssory note may be rel eased fromthe pledge on a
pro rata basis as the pronmissory note is paid.

15. EXCHANGE AND BUYOUT OF AWARDS. The Committee nmamy, at any tine or
fromtine to tinme, authorize the Conpany, with the consent of the respective
Participants, to issue new Awards in exchange for the surrender and cancellation
of any or all outstanding Awards. The Conmittee may at any time buy froma
Participant an Award previously granted with payment in cash, Shares (including
Restricted Stock) or other consideration, based on such terms and conditions as
the Coomittee and the Participant may agree.

16. SECURI TI ES LAW AND OTHER REGULATORY COMPLI ANCE. An Award will not
be effective unless such Award is in conpliance with all applicable federal and
state securities laws, rules and regul ations of any governmental body, and the
requi rements of any stock exchange or automated quotati on system upon which the
Shares may then be listed or quoted, as they are in effect on the date of grant
of the Award and al so on the date of exercise or other issuance. Notwi thstanding
any other provision in this Plan, the Conpany will have no obligation to issue
or deliver certificates for Shares under this Plan prior to: (a) obtaining any
approval s from governnental agencies that the Conpany deternines are necessary
or advisable; and/or (b) conpletion of any registration or other qualification
of such Shares under any state or federal |aw or ruling of any governnental body
that the Conpany determines to be necessary or advisable. The Conpany w |l be
under no obligation to register the Shares with the SEC or to effect conpliance
with the registration, qualification or listing requirenents of any state
securities |laws, stock exchange or automated quotati on system and the Conpany
will have no liability for any inability or failure to do so.

17. NO OBLI GATI ON TO EMPLOY. Nothing in this Plan or any Award granted
under this Plan will confer or be deened to confer on any Participant any right
to continue in the enploy of, or to continue any other relationship with, the
Conpany or any Parent or Subsidiary of the Conpany or limt in any way the right
of the Conpany or any Parent or Subsidiary of the Conpany to termnate
Participant's enployment or other relationship at any tinme, with or wthout
cause.

18. CORPORATE TRANSACTI ONS.

18.1 Assunption or Replacenent of Awards by Successor. Except
for automatic grants to Qutside Directors pursuant to Section 9 hereof, in the
event of (a) a dissolution or |iquidation of the Conpany, (b) a nerger or
consolidation in which the Conpany is not the surviving corporation (other than
a merger or consolidation with a wholly-owned subsidiary, a reincorporation of
the Conpany in a different jurisdiction, or other transaction in which there is
no substantial change in the stockhol ders of the Conpany or their relative stock
hol di ngs and the Awards granted under this Plan are assumed, converted or
repl aced by the successor corporation, which assunption will be binding on all
Participants), (c) a merger in which the Conpany is the surviving corporation
but after which the stockhol ders of the Conpany i mediately prior to such nmerger
(other than any stockhol der that nerges, or which owns or controls another
corporation that nmerges, with the Conpany in such nerger) cease to own their
shares or other equity interest in the Conpany, (d) the sale of substantially
all of the assets of the Conmpany, or (e) the acquisition, sale, or transfer of
nore than 50% of the outstanding shares of the Conpany by tender offer or
simlar transaction, any or all outstanding Awards may be assuned, converted or
repl aced by the successor corporation (if any), which assunption, conversion or
repl acenent will be binding on all Participants. In the alternative, the
successor corporation may substitute equival ent Awards or provide substantially
simlar consideration to Participants as was provided to stockholders (after
taking into account the existing provisions of the Awards). The successor
corporation may al so issue, in place of outstanding Shares of the Conpany held
by the Participants, substantially simlar shares or other property subject to
repurchase restrictions no | ess favorable to the Participant. In the event such
successor corporation (if any) refuses to assume or substitute Awards, as
provi ded above, pursuant to a transaction described in this Subsection 18.1,
such Awards will expire on such transaction at such tinme and on such conditions
as the Conmittee will determ ne. Notwi thstanding anything in this Plan to the
contrary, the Committee may, in its sole discretion, provide that the vesting of
any or all Awards granted pursuant to this Plan will accelerate upon a
transaction described in this Section 18. If the Conmittee exercises such
discretion with respect to Options, such Options will become exercisable in full
prior to the consummation of such event at such tine and on such conditions as
the Coomittee determines, and if such Options are not exercised prior to the
consunmation of the corporate transaction, they shall termnate at such tine as
deternmined by the Comittee.



18.2 Other Treatnent of Awards. Subject to any greater rights
granted to Participants under the foregoing provisions of this Section 18, in
the event of the occurrence of any transaction described in Section 18.1, any
outstanding Awards will be treated as provided in the applicable agreenent or
pl an of nerger, consolidation, dissolution, liquidation, or sale of assets.

18.3 Assunption of Awards by the Conpany. The Conpany, from
time to tine, also may substitute or assune outstanding awards granted by
anot her conpany, whether in connection with an acquisition of such other conpany
or otherw se, by either; (a) granting an Award under this Plan in substitution
of such other conpany's award; or (b) assum ng such award as if it had been
granted under this Plan if the terns of such assuned award could be applied to
an Award granted under this Plan. Such substitution or assunption will be
pernmissible if the holder of the substituted or assumed award woul d have been
eligible to be granted an Award under this Plan if the other conpany had applied
the rules of this Plan to such grant. In the event the Conpany assunes an award
granted by another conpany, the terns and conditions of such award will remain
unchanged (except that the Exercise Price and the number and nature of Shares
i ssuabl e upon exercise of any such option will be adjusted appropriately
pursuant to Section 424(a) of the Code). In the event the Conpany el ects to
grant a new Option rather than assumi ng an existing option, such new Option nay
be granted with a simlarly adjusted Exercise Price.

19. ADOPTI ON AND STOCKHOLDER APPROVAL. This Plan will become effective
on the date on which the registration statement filed by the Conpany with the
SEC under the Securities Act registering the initial public offering of the
Conpany's Common Stock is declared effective by the SEC (the "Effective Date").
This Plan shall be approved by the stockhol ders of the Conpany (excluding Shares
issued pursuant to this Plan), consistent with applicable laws, within twelve
(12) nonths before or after the date this Plan is adopted by the Board. Upon the
Ef fective Date, the Committee nmay grant Awards pursuant to this Plan; provided,
however, that: (a) no Option may be exercised prior to initial stockhol der
approval of this Plan; (b) no Option granted pursuant to an increase in the
nunber of Shares subject to this Plan approved by the Board will be exercised
prior to the time such increase has been approved by the stockhol ders of the
Conpany; (c) in the event that initial stockholder approval is not obtained
within the tinme period provided herein, all Awards granted hereunder shall be
cancel l ed, any Shares issued pursuant to any Awards shall be cancelled and any
purchase of Shares issued hereunder shall be rescinded; and (d) in the event
that stockhol der approval of such increase is not obtained within the tine
period provided herein, all Awards granted pursuant to such increase will be
cancel |l ed, any Shares issued pursuant to any Award granted pursuant to such
increase will be cancelled, and any purchase of Shares pursuant to such increase
wi || be rescinded.

20. TERM OF PLAN GOVERNI NG LAW Unl ess earlier term nated as provided
herein, this Plan will terminate on Decenber 31, 2011. This Plan and all
agreenents thereunder shall be governed by and construed in accordance with the
laws of the State of California.

21. AMENDMVENT OR TERM NATI ON OF PLAN. The Board nmay at any tine
termnate or amend this Plan in any respect, including without limtation
anmendnent of any form of Award Agreenment or instrument to be executed pursuant
to this Plan; provided, however, that the Board will not, w thout the approval
of the stockholders of the Conpany, anend this Plan in any manner that requires
such stockhol der approval .
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22. NONEXCLUSIVITY OF THE PLAN. Neither the adoption of this Plan by
the Board, the submission of this Plan to the stockhol ders of the Conpany for
approval, nor any provision of this Plan will be construed as creating any
limtations on the power of the Board to adopt such additional conpensation
arrangenents as it may deem desirable, including, without linmtation, the
granting of stock options and bonuses otherw se than under this Plan, and such
arrangenents may be either generally applicable or applicable only in specific
cases.

23. DEFINITIONS. As used in this Plan, the following terms will have
the follow ng nmeanings:

"Award" neans any award under this Plan, including any Option,
Restricted Stock or Stock Bonus.

"Award Agreement” neans, with respect to each Award, the
signed written agreenment between the Conpany and the Participant setting forth
the ternms and conditions of the Award.

"Board" means the Board of Directors of the Conpany.

"Cause" means the conmission of an act of theft, enbezzlenent,
fraud, dishonesty or a breach of fiduciary duty to the Conpany or a Parent or
Subsi di ary of the Company.

"Code" neans the Internal Revenue Code of 1986, as amended.
"Conmmi ttee" nmeans the Conpensation Committee of the Board.

" Conmpany" neans Keynote Systems, |Inc. or any successor
corporation.

"Disability" means a disability, whether tenporary or
permanent, partial or total, as determined by the Committee.

"Exchange Act" means the Securities Exchange Act of 1934, as
amended.

"Exercise Price" means the price at which a holder of an
Option may purchase the Shares issuable upon exercise of the Option.

"Fair Market Value" neans, as of any date, the value of a
share of the Conpany's Conmpn Stock determined as follows:

(a) if such Common Stock is then quoted on the Nasdag Nati onal
Market, its closing price on the Nasdaq National Market on the
date of determination as reported in The Wall Street Journal;

(b) if such Common Stock is publicly traded and is then listed
on a national securities exchange, its closing price on the
date of determination on the principal national securities
exchange on which the Common Stock is listed or adnmitted to
trading as reported in The Wall Street Journal;

(c) if such Common Stock is publicly traded but is not quoted
on the Nasdagq National Market nor listed or admitted to
trading on a national securities exchange, the average of the
closing bid and asked prices on the date of determination as
reported in The Wall Street Journal;

(d) in the case of an Award made on the Effective Date, the
price per share at which shares of the Conpany's Common Stock
are initially offered for sale to the public by the Conpany's
underwriters in the initial public offering of the Conpany's
Common Stock pursuant to a registration statement filed with
the SEC under the Securities Act; or

(e) if none of the foregoing is applicable, by the Committee
in good faith.
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"Fam |y Menber" includes any of the follow ng:

(a) child, stepchild, grandchild, parent, stepparent,
grandparent, spouse, former spouse, sibling, niece, nephew,

not her-in-law, father-in-law, son-in-law, daughter-in-I|aw,
brother-in-law, or sister-in-law of the Participant, including
any such person with such relationship to the Participant by
adopti on;

(b) any person (other than a tenant or enployee) sharing the
Participant's househol d;

(c) atrust in which the persons in (a) and (b) have nore than
fifty percent of the beneficial interest;

(d) a foundation in which the persons in (a) and (b) or the
Participant control the managenent of assets; or

(e) any other entity in which the persons in (a) and (b) or

the Participant own nore than fifty percent of the voting

interest.

"I nsider" neans an officer or director of the Conpany or any
ot her person whose transactions in the Conpany's Conmpn Stock are subject to
Section 16 of the Exchange Act.

"Option" neans an award of an option to purchase Shares
pursuant to Section 5.

"Qutside Director" neans a nenber of the Board who is not an
enpl oyee of the Conpany or any Parent, Subsidiary or Affiliate of the Conpany.

"Parent" neans any corporation (other than the Conpany) in an
unbroken chain of corporations ending with the Conpany if each of such
corporations other than the Conpany owns stock possessing 50% or nore of the
total conbined voting power of all classes of stock in one of the other
corporations in such chain.

"Participant" means a person who receives an Award under this
Pl an.

"Performance Factors"” neans the factors selected by the
Committee fromanong the follow ng neasures to determ ne whether the perfornmance
goal s established by the Commttee and applicable to Awards have been satisfied:
(a) Net revenue and/or net revenue growh;

(b) Earnings before income taxes and anortization and/or
earni ngs before incone taxes and anortization growth;

(c) Operating income and/or operating incone grow h;
(d) Net inconme and/or net inconme grow h;
(e) Earnings per share and/or earnings per share grow h;

(f) Total stockholder return and/or total stockholder return
growt h;

(g) Return on equity;
(h) Operating cash flow return on inconeg;
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(i) Adjusted operating cash flow return on incong;
(j) Econonmic val ue added; and
(k) I'ndividual confidential business objectives.

"Performance Period" neans the period of service determ ned by
the Coomittee, not to exceed five years, during which years of service or
performance is to be neasured for Restricted Stock Awards or Stock Bonuses.

"Plan" neans this Keynote Systens, Inc. 1999 Equity
Incentive Plan, as amended fromtine to tine.

"Restricted Stock Award" nmeans an award of Shares pursuant to
Section 6.

"SEC' nmeans the Securities and Exchange Conmi ssion.
"Securities Act" nmeans the Securities Act of 1933, as anended.

"Shares" neans shares of the Conpany's Common Stock reserved
for issuance under this Plan, as adjusted pursuant to Sections 2 and 18, and any
successor security.

"Stock Bonus" neans an award of Shares, or cash in lieu of
Shares, pursuant to Section 7.

"Subsi di ary" means any corporation (other than the Conpany) in
an unbroken chain of corporations beginning with the Conpany if each of the
corporations other than the |ast corporation in the unbroken chain owns stock
possessing 50% or nore of the total conbined voting power of all classes of
stock in one of the other corporations in such chain.

"Term nation" or "Term nated" means, for purposes of this Plan
with respect to a Participant, that the Participant has for any reason ceased to
provide services as an enployee, officer, director, consultant, independent
contractor, or advisor to the Conpany or a Parent or Subsidiary of the Conpany.
An enployee will not be deened to have ceased to provide services in the case of
(i) sick leave, (ii) mlitary leave, or (iii) any other |eave of absence
approved by the Committee, provided, that such |leave is for a period of not nore
than 90 days, unless reenploynment upon the expiration of such |leave is
guaranteed by contract or statute or unless provided otherw se pursuant to
formal policy adopted fromtinme to time by the Conpany and issued and
pronul gated to enployees in witing. In the case of any enpl oyee on an approved
| eave of absence, the Conmittee may nake such provisions respecting suspension
of vesting of the Award while on |eave fromthe enploy of the Conpany or a
Subsidiary as it may deem appropriate, except that in no event may an Option be
exercised after the expiration of the termset forth in the Option agreenent.
The Committee will have sole discretion to determ ne whether a Participant has
ceased to provide services and the effective date on which the Participant
ceased to provide services (the "Termination Date").

"Unvested Shares" neans "Unvested Shares" as defined in the
Awar d Agreenent.

"Vest ed Shares" neans "Vested Shares" as defined in the Award
Agr eenent .
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Annex B
KEYNOTE SYSTEMS, | NC.
2009 EMPLOYEE STOCK PURCHASE PLAN

Amended and Restated by the Board on January 23, 2009

1. Establishnment of Plan. Keynote Systems, Inc. (the "Conpany")
originally established the Conpany's Enpl oyee Stock Purchase Plan (this "Plan")
in 1999 and anmended and restated the Plan in January 2009. The Plan provides for
the granting of options to purchase the Conpany's Commpn Stock to eligible
enpl oyees of the Conpany and its Participating Subsidiaries (as hereinafter
defined). For purposes of this Plan, "Parent Corporation" and "Subsidiary" shall
have the same neanings as "parent corporation” and "subsidiary corporation” in
Sections 424(e) and 424(f), respectively, of the Internal Revenue Code of 1986,
as anended (the "Code"). "Participating Subsidiaries" are Parent Corporations or
Subsi diaries that the Board of Directors of the Conpany (the "Board") designates
fromtime to tinme as corporations that shall participate in this Plan. The
Conpany intends this Plan to qualify as an "enpl oyee stock purchase plan" under
Section 423 of the Code (including any amendnents to or replacenents of such
Section), and this Plan shall be so construed. Any termnot expressly defined in
this Plan but defined for purposes of Section 423 of the Code shall have the
sane definition herein. A total of 400,000 shares of the Conpany's Common Stock
were reserved for issuance under this Plan when originally adopted. The
aggregat e nunber of shares issued over the termof this Plan shall not exceed
4,000, 000 shares. Such nunber shall be subject to adjustnents effected in
accordance with Section 14 of this Plan.

2. Purpose. The purpose of this Plan is to provide eligible enployees
of the Conpany and Participating Subsidiaries with a conveni ent neans of
acquiring an equity interest in the Conpany through payroll deductions, to
enhance such enpl oyees' sense of participation in the affairs of the Conpany and
Participating Subsidiaries, and to provide an incentive for continued
enpl oynent .

3. Administration. This Plan shall be admi nistered by the Conpensation
Committee of the Board (the "Committee"). Subject to the provisions of this Plan
and the linmitations of Section 423 of the Code or any successor provision in the
Code, all questions of interpretation or application of this Plan shall be
determ ned by the Conmittee and its decisions shall be final and binding upon
all participants. Menbers of the Conmittee shall receive no conpensation for
their services in connection with the adnministration of this Plan, other than
standard fees as established fromtime to tinme by the Board for services
rendered by Board nenbers serving on Board committees. All expenses incurred in
connection with the admi nistration of this Plan shall be paid by the Conpany.

4. Eligibility. Any enployee of the Conpany or the Participating
Subsidiaries is eligible to participate in an Ofering Period (as hereinafter
defined) under this Plan except the follow ng:

(a) enpl oyees who are not enployed by the Conpany or a Participating
Subsidiary (10) days before the beginning of such Ofering Period;

(b) enpl oyees who are customarily enployed for twenty (20) hours or
| ess per week;

(c) enployees who are customarily enployed for five (5) nmonths or |ess
in a cal endar year;

(d) enpl oyees who, together with any other person whose stock would be
attributed to such enployee pursuant to Section 424(d) of the Code, own stock or
hol d options to purchase stock possessing five percent (5% or nore of the total
conbi ned voting power or value of all classes of stock of the Conpany or any of
its Participating Subsidiaries or who, as a result of being granted an option
under this Plan with respect to such Offering Period, would own stock or hold
options to purchase stock possessing five percent (5% or nore of the total
conbi ned voting power or value of all classes of stock of the Conpany or any of
its Participating Subsidiaries; and



(e) individuals who provide services to the Conpany or any of its
Partici pating Subsidiaries as independent contractors who are reclassified as
common | aw enpl oyees for any reason except for federal income and enpl oyment tax
pur poses.

5. Ofering Dates. The offering periods of this Plan (each, an
"Ofering Period") shall be of twenty-four (24) nonths duration comrencing on
February 1 and August 1 of each year and ending on January 31 and July 31 of
each year. Each Ofering Period shall consist of four (4) six nonth purchase
periods (individually, a "Purchase Period") during which payroll deductions of
the participants are accunul ated under this Plan. The first O fering Period
shall consist of no nore than five and no fewer than three Purchase Periods, any
of which may be greater or less than six nmonths as deternined by the Committee.
The first business day of each Offering Period is referred to as the "Offering
Date". The |ast business day of each Purchase Period is referred to as the
"Purchase Date".

6. Participation in this Plan. Eligible enployees may becone
participants in an Offering Period under this Plan on the first Ofering Date
after satisfying the eligibility requirements by delivering a subscription
agreenent to the Conpany's treasury departnment (the "Treasury Department") not
later than five (5) days before such Offering Date. Notwi thstanding the
foregoing, the Committee nay set a later tine for filing the subscription
agreenent authorizing payroll deductions for all eligible enployees with respect
to a given Offering Period. An eligible enployee who does not deliver a
subscription agreenent to the Conmpany by such date after becoming eligible to
participate in such Offering Period shall not participate in that Ofering
Period or any subsequent O fering Period unless such enployee enrolls in this
Plan by filing a subscription agreement with the Conpany not l|ater than five (5)
days preceding a subsequent Offering Date. Once an enpl oyee becones a
participant in an Offering Period, such enployee will automatically participate
in the Ofering Period comrencing i mediately followi ng the last day of the
prior Offering Period unless the enployee withdraws or is deemed to withdraw
fromthis Plan or termnates further participation in the Offering Period as set
forth in Section 11 bel ow. Such participant is not required to file any
addi ti onal subscription agreenent in order to continue participation in this
Pl an.

7. Gant of Option on Enrollment. Enrollment by an eligible enployee in
this Plan with respect to an Ofering Period will constitute the grant (as of
the Offering Date) by the Conpany to such enpl oyee of an option to purchase on
the Purchase Date up to that number of shares of Commobn Stock of the Conpany
determined by dividing (a) the anpbunt accunmulated in such enployee's payroll
deduction account during such Purchase Period by (b) the lower of (i)
eighty-five percent (85% of the fair nmarket value of a share of the Conpany's
Common Stock on the Offering Date (but in no event |ess than the par value of a
share of the Conpany's Conmon Stock), or (ii) eighty-five percent (85% of the
fair market value of a share of the Conpany's Common Stock on the Purchase Date
(but in no event less than the par value of a share of the Conpany's Common
Stock), provided, however, that the nunber of shares of the Conpany's . Common
Stock subject to any option granted pursuant to this Plan shall not exceed the
maxi mum nunber of shares set by the Conmittee pursuant to Section 10(b) bel ow
with respect to the applicable Purchase Date. The fair market value of a share
of the Conpany's Conmpn Stock shall be determined as provided in Section 8
bel ow.

8. Purchase Price. The purchase price per share at which a share of
Common Stock will be sold in any Offering Period shall be eighty-five percent
(85% of the |lesser of:

(a) The Fair Market Value on the Offering Date; or
(b) The Fair Market Value on the Purchase Date.

For purposes of this Plan, the term"Fair Market Value" neans, as of
any date, the value of a share of the Conpany's Conmmpbn Stock determni ned as
fol | ows:

(a) if such Common Stock is publicly traded and is then listed on a
national securities exchange, its closing price on the date of determ nation on
the principal national securities exchange on which the Common Stock is listed
or adnmitted to trading;



(b) if such Common Stock is publicly traded but is not quoted on the
Nasdaq National Market nor listed or adnmitted to trading on a national
securities exchange, the average of the closing bid and asked prices on the date
of determination as reported in The Wall Street Journal; or

(c) if none of the foregoing is applicable, by the Board in good faith.

9. Payment O Purchase Price; Changes In Payroll Deductions; |ssuance
Of Shares.

(a) The purchase price of the shares is accumul ated by regular payroll
deductions made during each Offering Period. The deductions are nade as a
percentage of the participant's conpensation in one percent (1% increments not
less than two percent (2%, nor greater than ten percent (10% or such |ower
limt set by the Conmittee. Conpensation shall nean all W2 cash conpensation,
including, but not linmted to, base salary, wages, conmi ssions, overtinme, shift
prem uns and bonuses, plus draws agai nst conmi ssions, provided, however, that
for purposes of determining a participant's conpensation, any el ection by such
participant to reduce his or her regular cash renunerati on under Sections 125 or
401(k) of the Code shall be treated as if the participant did not make such
el ection. Payroll deductions shall comrence on the first payday of the Ofering
Period and shall continue to the end of the Offering Period unless sooner
altered or termnated as provided in this Plan.

(b) A participant may increase or decrease the rate of payroll
deductions during an Offering Period by filing with the Conpany a new
aut hori zation for payroll deductions, in which case the new rate shall becone
effective for the next payroll period comrencing nore than fifteen (15) days
after the Company's receipt of the authorization and shall continue for the
remai nder of the Offering Period unless changed as described bel ow. Such change
in the rate of payroll deductions nay be made at any time during an Offering
Period, but not nore than one (1) change may be made effective during any
Purchase Period. A participant nay increase or decrease the rate of payroll
deductions for any subsequent Offering Period by filing with the Conpany a new
aut horization for payroll deductions not later than fifteen (15) days before the
begi nni ng of such O fering Period.

(c) A participant may reduce his or her payroll deduction percentage to
zero during an Offering Period by filing with the Conpany a request for
cessation of payroll deductions. Such reduction shall be effective beginning
with the next payroll period commencing nore than fifteen (15) days after the
Conpany's recei pt of the request and no further payroll deductions will be nade
for the duration of the O fering Period. Payroll deductions credited to the
participant's account prior to the effective date of the request shall be used
to purchase shares of Commpn Stock of the Conpany in accordance with Section (e)
bel ow. A participant nay not resune nmaking payroll deductions during the
O fering Period in which he or she reduced his or her payroll deductions to
zero.

(d) Al payroll deductions made for a participant are credited to his
or her account under this Plan and are deposited with the general funds of the
Conpany. No interest accrues on the payroll deductions. Al payroll deductions
received or held by the Conpany may be used by the Conpany for any corporate
purpose, and the Conpany shall not be obligated to segregate such payroll
deducti ons.

(e) On each Purchase Date, so long as this Plan remains in effect and
provided that the participant has not subnmitted a signed and conpl et ed
wi t hdrawal form before that date which notifies the Conpany that the participant
wi shes to withdraw fromthat O fering Period under this Plan and have all
payrol | deductions accunulated in the account maintained on behal f of the
participant as of that date returned to the participant, the Conpany shall apply
the funds then in the participant's account to the purchase of whole shares of
Common Stock reserved under the option granted to such participant with respect
to the Ofering Period to the extent that such option is exercisable on the
Purchase Date. The purchase price per share shall be as specified in Section 8
of this Plan. Any cash remaining in a participant's account after such purchase
of shares shall be refunded to such participant in cash, wthout interest;
provi ded, however that any anmount renmining in such participant's account on a
Purchase Date which is |l ess than the ambunt necessary to purchase a full share
of Commpn Stock of the Conpany shall be carried forward, without interest, into
the next Purchase Period or Offering Period, as the case may be. In the event
that this Plan has been oversubscribed, all funds not used to purchase shares on
the Purchase Date shall be returned to the participant, without interest. No
Common Stock shall be purchased on a Purchase Date on behal f of any enpl oyee
whose participation in this Plan has termi nated prior to such Purchase Date.



(f) As pronptly as practicable after the Purchase Date, the Conpany
shal |l issue shares for the participant's benefit representing the shares
purchased upon exercise of his or her option.

(g) During a participant's lifetine, his or her option to purchase
shares hereunder is exercisable only by himor her. The participant will have no
interest or voting right in shares covered by his or her option until such
option has been exercised.

10. Linmitations on Shares to be Purchased.

(a) No participant shall be entitled to purchase stock under this Plan
at a rate which, when aggregated with his or her rights to purchase stock under
al | other enployee stock purchase plans of the Conpany or any Subsidiary,
exceeds $25,000 in fair market value, determined as of the Offering Date (or
such other limt as may be inposed by the Code) for each cal endar year in which
the enpl oyee participates in this Plan. The Conpany shall automatically suspend
the payroll deductions of any participant as necessary to enforce such limt
provi ded that when the Conpany autonmtically resunes such payroll deductions,
the Conpany nust apply the rate in effect imediately prior to such suspension.

(b) No participant shall be entitled to purchase nore than the Maxinum
Share Ampunt (as defined bel ow) on any single Purchase Date. Not |ess than ten
(10) days prior to the commencenent of any Purchase Period, the Committee may,
inits sole discretion, set a maxi num nunber of shares which may be purchased by
any enpl oyee at any single Purchase Date (hereinafter the "Maxi num Share
Amount"). Until otherw se determned by the Committee, there shall be no Maxi mum
Share Ampunt. |f a new Maxi mum Share Amount is set, then all participants nust
be notified of such Maxi mum Share Anpunt prior to the comrencenent of the next
Purchase Period. The Maxi mnum Share Anpunt shall continue to apply with respect
to all succeeding Purchase Dates and Ofering Periods unless revised by the
Committee as set forth above.

(c) If the number of shares to be purchased on a Purchase Date by all
enpl oyees participating in this Plan exceeds the nunber of shares then avail able
for issuance under this Plan, then the Conpany will nmeke a pro rata allocation
of the remmining shares in as uniforma manner as shall be reasonably
practicable and as the Conmmittee shall determine to be equitable. In such event,
the Conpany shall give witten notice of such reduction of the nunber of shares
to be purchased under a participant's option to each participant affected.

(d) Any payroll deductions accunulated in a participant's account which
are not used to purchase stock due to the limtations in this Section 10 shall
be returned to the participant as soon as practicable after the end of the
appl i cabl e Purchase Period, wthout interest.

11. Wthdrawal .

(a) Each participant may withdraw froman O fering Period under this
Pl an by signing and delivering to the Conpany a witten notice to that effect on
a formprovided for such purpose. Such withdrawal nay be elected at any tinme at
least fifteen (15) days prior to the end of an Offering Period.

(b) Upon withdrawal fromthis Plan, the accunmul ated payrol |l deductions
shall be returned to the withdrawn participant, wthout interest, and his or her
interest in this Plan shall ternminate. In the event a participant voluntarily
elects to withdraw fromthis Plan, he or she may not resume his or her
participation in this Plan during the same Offering Period, but he or she may
participate in any Offering Period under this Plan which conmences on a date
subsequent to such withdrawal by filing a new authorization for payroll
deductions in the same manner as set forth in Section 6 above for initial
participation in this Plan.

(c) If the Fair Market Value on the first day of the current O fering
Period in which a participant is enrolled is higher than the Fair Market Val ue
on the first day of any subsequent Offering Period, the Conpany will
automatically enroll such participant in the subsequent Offering Period. Any
funds accunulated in a participant's account prior to the first day of such
subsequent Offering Period will be applied to the purchase of shares on the
Purchase Date inmediately prior to the first day of such subsequent Ofering
Period, if any.



12. Termi nation of Enploynment. Termination of a participant's
enpl oynent for any reason, including retirement, death or the failure of a
participant to remain an eligible enployee of the Conpany or of a Participating
Subsidiary, inmmediately ternminates his or her participation in this Plan. In
such event, the payroll deductions credited to the participant's account will be
returned to himor her or, in the case of his or her death, to his or her |egal
representative, without interest. For purposes of this Section 12, an enpl oyee
will not be deenmed to have term nated enploynent or failed to remain in the
continuous enploy of the Conpany or of a Participating Subsidiary in the case of
sick leave, nilitary |eave, or any other |eave of absence approved by the Board;
provi ded that such leave is for a period of not nore than ninety (90) days or
reenpl oynent upon the expiration of such |eave is guaranteed by contract or
statute.

13. Return of Payroll Deductions. In the event a participant's interest
inthis Plan is terminated by withdrawal, termnnation of enploynent or
otherwise, or in the event this Plan is term nated by the Board, the Conpany
shal|l deliver to the participant all payroll deductions credited to such
participant's account. No interest shall accrue on the payroll deductions of a
participant in this Plan.

14. Capital Changes. Subject to any required action by the stockhol ders
of the Conpany, the nunber of shares of Common Stock covered by each option
under this Plan which has not yet been exercised and the nunber of shares of
Common St ock whi ch have been authorized for issuance under this Plan but have
not yet been placed under option (collectively, the "Reserves"), as well as the
price per share of Common Stock covered by each option under this Plan which has
not yet been exercised, shall be proportionately adjusted for any increase or
decrease in the nunber of issued and outstanding shares of Commpn Stock of the
Conpany resulting froma stock split or the paynment of a stock dividend (but
only on the Common Stock) or any other increase or decrease in the nunber of
i ssued and outstandi ng shares of Conmon Stock effected w thout receipt of any
consi deration by the Conpany; provided, however, that conversion of any
convertible securities of the Conpany shall not be deemed to have been "effected
wi t hout receipt of consideration". Such adjustnment shall be nade by the
Conmi ttee, whose determination shall be final, binding and conclusive. Except as
expressly provided herein, no issue by the Conpany of shares of stock of any
class, or securities convertible into shares of stock of any class, shall
affect, and no adjustnent by reason thereof shall be made with respect to, the
nunber or price of shares of Common Stock subject to an option.

In the event of the proposed dissolution or |iquidation of the Conpany,
the Ofering Period will termnate i mediately prior to the consummation of such
proposed action, unless otherw se provided by the Committee. The Conmittee may,
in the exercise of its sole discretion in such instances, declare that this Plan
shall terminate as of a date fixed by the Conmttee and give each participant
the right to purchase shares under this Plan prior to such termnation. In the
event of (i) a nmerger or consolidation in which the Conpany is not the surviving
corporation (other than a merger or consolidation with a wholly-owned
subsidiary, a reincorporation of the Conpany in a different jurisdiction, or
other transaction in which there is no substantial change in the stockhol ders of
the Conpany or their relative stock holdings and the options under this Plan are
assuned, converted or replaced by the successor corporation, which assunption
will be binding on all participants), (ii) a merger in which the Conpany is the
surviving corporation but after which the stockhol ders of the Conpany
imedi ately prior to such nerger (other than any stockhol der that nerges, or
whi ch owns or controls another corporation that nerges, with the Conpany in such
nmerger) cease to own their shares or other equity interest in the Conpany, (iii)
the sale of all or substantially all of the assets of the Conpany or (iv) the
acqui sition, sale, or transfer of nore than 50% of the outstanding shares of the
Conpany by tender offer or simlar transaction, the Plan will continue with
regard to Offering Periods that comrenced prior to the closing of the proposed
transaction and shares will be purchased based on the Fair Market Value of the
surviving corporation's stock on each Purchase Date, unless the Board determ nes
the final Purchase Date under all then outstanding O fering Periods shall be
accelerated to an earlier date.

The Conmittee may, if it so determines in the exercise of its sole
discretion, also nmake provision for adjusting the Reserves, as well as the price
per share of Common Stock covered by each outstanding option, in the event that
the Conpany effects one or nore reorganizations, recapitalizations, rights
of ferings or other increases or reductions of shares of its outstanding Conmon
Stock, or in the event of the Conpany being consolidated with or nerged into any
ot her corporation.



15. Nonassignability. Neither payroll deductions credited to a
participant's account nor any rights with regard to the exercise of an option or
to receive shares under this Plan may be assigned, transferred, pledged or
ot herwi se di sposed of in any way (other than by will, the |laws of descent and
distribution or as provided in Section 22 below) by the participant. Any such
attenpt at assignnent, transfer, pledge or other disposition shall be void and
wit hout effect.

16. Reports. Individual accounts will be naintained for each
participant in this Plan. Each participant shall receive pronptly after the end
of each Purchase Period a report of his or her account setting forth the total
payrol | deductions accunul ated, the nunber of shares purchased, the per share
price thereof and the remaining cash balance, if any, carried forward to the
next Purchase Period or Offering Period, as the case nmay be.

17. Notice of Disposition. Each participant shall notify the Conpany in
witing if the participant disposes of any of the shares purchased in any
Offering Period pursuant to this Plan if such disposition occurs within two (2)
years fromthe Offering Date or within one (1) year fromthe Purchase Date on
whi ch such shares were purchased (the "Notice Period"). The Conpany nay, at any
time during the Notice Period, place a |l egend or |egends on any certificate
representing shares acquired pursuant to this Plan requesting the Conpany's
transfer agent to notify the Conpany of any transfer of the shares. The
obligation of the participant to provide such notice shall continue
notwi t hstandi ng the placenent of any such | egend on the certificates.

18. No Rights to Continued Enploynent. Neither this Plan nor the grant
of any option hereunder shall confer any right on any enployee to remain in the
enpl oy of the Conpany or any Participating Subsidiary, or restrict the right of
the Conpany or any Participating Subsidiary to ternmnate such enpl oyee's
enpl oynent .

19. Equal Rights And Privileges. Al eligible enployees shall have
equal rights and privileges with respect to this Plan so that this Plan
qualifies as an "enpl oyee stock purchase plan" within the neaning of Section 423
or any successor provision of the Code and the related regul ati ons. Any
provision of this Plan which is inconsistent with Section 423 or any successor
provi sion of the Code shall, w thout further act or anendment by the Conpany,
the Committee or the Board, be reformed to conply with the requirenents of
Section 423; provided however, that Offering Periods in which participants of a
Participating Subsidiary participate who are all residents outside the United
States of America may have provisions inconsistent with Section 423. This
Section 19 shall take precedence over all other provisions in this Plan.

20. Notices. Al notices or other comunications by a participant to
the Conpany under or in connection with this Plan shall be deemed to have been
duly given when received in the formspecified by the Conpany at the |ocation,
or by the person, designated by the Conpany for the receipt thereof.

21. Term Stockhol der Approval. This Plan shall continue until the
earlier to occur of (a) termination of this Plan by the Board (which ternination
may be effected by the Board at any tine), (b) issuance of all of the shares of
Common Stock reserved for issuance under the Plan, or (c) ten (10) years from
the date of adoption of this amended and restated Plan by the Board.

22. Designation of Beneficiary.

(a) A participant may file a witten designation of a beneficiary who
is to receive any shares and cash, if any, fromthe participant's account under
this Plan in the event of such participant's death subsequent to the end of an
Purchase Period but prior to delivery to himof such shares and cash. In
addition, a participant may file a witten designation of a beneficiary who is
to receive any cash fromthe participant's account under this Plan in the event
of such participant's death prior to a Purchase Date.

(b) Such designation of beneficiary may be changed by the participant
at any tine by witten notice. In the event of the death of a participant and in
the absence of a beneficiary validly designated under this Plan who is living at
the time of such participant's death, the Conpany shall deliver such shares or
cash to the executor or adm nistrator of the estate of the participant, or if no
such executor or adnministrator has been appointed (to the know edge of the
Conpany), the Conpany, in its discretion, may deliver such shares or cash to the
spouse or to any one or nore dependents or relatives of the participant, or if
no spouse, dependent or relative is known to the Conpany, then to such other
person as the Conpany nay designate.



23. Conditions Upon |Issuance of Shares; Limtation on Sale of Shares.
Shares shall not be issued with respect to an option unless the exercise of such
option and the issuance and delivery of such shares pursuant thereto shall
conply with all applicable provisions of |law, domestic or foreign, including,
without limtation, the Securities Act, the Securities Exchange Act of 1934, as
anended, the rules and regul ati ons pronul gated thereunder, and the requirenents
of any stock exchange or automated quotation system upon which the shares nay
then be listed, and shall be further subject to the approval of counsel for the
Conpany wi th respect to such conpliance.

24. Applicable Law. The Plan shall be governed by the substantive | aws
(excluding the conflict of laws rules) of the State of California.

25. Anendnent or Termination of this Plan. The Board nay at any tine
anend, terminate or extend the termof this Plan, except that any such
term nation cannot affect options previously granted under this Plan, nor may
any anendnent make any change in an option previously granted which woul d
adversely affect the right of any participant, nor nay any amendnent be made
wi t hout approval of the stockhol ders of the Company obtained in accordance with
Section 21 above within twelve (12) nonths of the adoption of such amendnent (or
earlier if required by Section 21) if such amendnent woul d:

(a) increase the nunber of shares that may be issued under this Plan;
or

(b) change the designation of the enployees (or class of enployees)
eligible for participation in this Plan.

Not wi t hst andi ng the foregoing, the Board may nmake such amendments to
the Plan as the Board deternmines to be advisable, if the continuation of the
Plan or any Ofering Period would result in financial accounting treatnent for
the Plan that is different fromthe financial accounting treatment in effect on
the date this Plan is adopted by the Board.



KEYNOTE SYSTEMS, | NC.
PROXY FOR ANNUAL MEETI NG OF STOCKHOLDERS

This proxy is solicited on behalf of the Board of Directors of Keynote
Systems, Inc.

The undersi gned hereby appoints Urang Gupta and Andrew Harmer, or either
of them as proxies, each with full power of substitution, and hereby authorizes
themto represent and to vote, as designated on the reverse side, all shares of
common stock, $0.001 par val ue per share, of Keynote Systens, Inc. held of
record by the undersigned on January 15, 2009, at the Annual Meeting of
St ockhol ders to be held at the executive offices of Keynote Systems, Inc., in
San Mateo, California, on Friday, February 27, 2009 at 10:00 a.m Pacific Tineg,
and at any adjournnents or postponenents thereof.

(CONTI NUED AND TO BE SI GNED ON REVERSE SI DE)



ANNUAL MEETI NG OF STOCKHOLDERS OF
KEYNOTE SYSTEMS, | NC.
February 27, 2009

THE BOARD OF DI RECTORS RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF THE

SEVEN NOM NEES LI STED I N PROPCSAL NO. 1 AND VOTE FOR PROPCSAL NOS. 2, 3 AND 4.
PLEASE SI GN, DATE AND RETURN PROWPTLY I N THE ENCLOSED ENVELOPE. PLEASE MARK YOUR
VOTE | N BLUE OR BLACK I NK AS SHOMN HERE | X|

1. ELECTION OF DI RECTORS

| _| FOR ALL NOM NEES Nomi nees: Umang CGupta

David Cowan

Deborah Ri eman

Mbhan Gyani

Raynmond L. Ccanpo Jr.
Jennifer Bolt

Charles M Boesenberg

OoO0o0o0oo0oo0oo

| _|  WTHHOLD AUTHORI TY FOR ALL NOM NEES
| _| FOR ALL EXCEPT ( SEE | NSTRUCTI ON BELOW

Instruction: To withhold authority to vote for any individual nom nee(s), nmark
"FOR ALL EXCEPT" and fill in the circle next to each nominee for which you wish
to withhold authority to vote, as shown here: o

2. APPROVAL OF AMENDMENTS TO THE 1999 EQUI TY | NCENTI VE PLAN TO EXTEND | TS TERM
UNTI L DECEMBER 31, 2011.

|| FOR | _| AGAINST |_| ABSTAIN

3. APPROVAL OF AMENDMENTS TO THE 1999 EMPLOYEE STOCK PURCHASE PLAN TO EXTEND
I TS TERM BY TEN YEARS.

|_| FOR |_| AGAINST | _| ABSTAIN

4. RATI FI CATI ON OF THE SELECTI ON OF DELO TTE & TOUCHE LLP AS KEYNOTE SYSTEMS,
INC." S | NDEPENDENT AUDI TORS FOR THE FI SCAL YEAR ENDI NG SEPTEMBER 30, 2009.

|_| FOR | _| AGAINST |_| ABSTAIN

TH'S PROXY W LL BE VOTED AS DI RECTED ABOVE. WHEN NO CHOI CE | S | NDI CATED,
TH'S PROXY WLL BE VOTED FOR THE ELECTI ON OF ALL NOM NEES LI STED | N PROPGSAL NO.
1 AND FOR PROPCSAL NOS. 2, 3 AND 4. In their discretion, the proxy holders are
authorized to vote upon such other business as may properly cone before the
neeting or any adjournnents or postponenments thereof to the extent authorized by
Rul e 14a-4(c) promul gated under the Securities Exchange Act of 1934, as anended.

WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETI NG I N PERSON, YOU ARE
URGED TO COWPLETE, DATE, SIGN AND PROWPTLY MAIL THI S PROXY | N THE ENCLOSED
ENVELOPE SO THAT YOUR SHARES MAY BE REPRESENTED AT THE ANNUAL MEETI NG

To change the address on your account, please check the box at right and
indi cate your new address in the address space above. Pl ease note that changes
to the registered name(s) on the account nay not be submitted via this nmethod.

Signature of Stockhol der: Dat e: __ Signature of Stockhol der:

Note: This proxy nust be signed exactly as the nane appears hereon. |f
shares are held jointly, each hol der should sign. If signing as executor,
admini strator, attorney, trustee or guardian, please give full title as such. If
the signer is a corporation, please sign full corporate name by duly authorized
officer, giving full title as such. If the signer is a partnership, please sign
full partnership nane by authorized person, giving full title as such.



