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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions:

¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

¨ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

¨ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01. Entry into a Material Definitive Agreement.

                    2007 Chief Executive Officer Compensation

On October 16, 2006, the Compensation Committee of the Board of Directors (the �Committee�) of Red Hat, Inc. (�Red Hat� or the �Company�)
approved the base salary and annual equity award for Matthew Szulik, the Company�s President and Chief Executive Officer.

Effective October 16, 2006, Mr. Szulik�s annual base salary shall be $600,000. In addition, the Committee approved, pursuant to the Company�s
Amended and Restated 2004 Long Term Incentive Plan, and in satisfaction of the Company�s obligations under Section 4.4 of Employment
Agreement dated July 24, 2002, by and between the Company and Mr. Szulik, the following equity awards:

Restricted Common Stock

The Committee granted Mr. Szulik 87,500 shares of restricted common stock of the Company (the �Restricted Stock Award�). The Restricted
Stock Award shall vest as to 25% of the shares on October 16, 2007 (the �Anniversary Date�), and thereafter with respect to 6.25% of the shares
on the last day of each subsequent three -month period following the Anniversary Date.

Stock Options

The Committee also granted Mr. Szulik a non-statutory option to purchase 250,000 shares of common stock of the Company (the �Option Award�)
at a price per share of $19.84, the fair market value of the Company�s common stock on the date of grant. The Option Award shall be exercisable
as to 25% of shares on the Anniversary Date, and thereafter as to 6.25% of the shares on the first day of each subsequent three-month period
following the Anniversary Date.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Date: October 16, 2006 RED HAT, INC.

By: /s/ DeLisa K. Alexander
DeLisa K. Alexander
Assistant Secretary
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