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EXPLANATORY NOTE

Progress Software Corporation (referred to as Progress, the company, we, us or our) is filing this Amendment No. 1 on Form 10-K/A (this
�Amendment�) to its Annual Report on Form 10-K for the year ended November 30, 2011, originally filed on January 30, 2012 (the �Original
Report�), for the sole purpose of including the information required by Part III of Form 10-K. Accordingly, Items 10, 11, 12, 13 and 14 of Part III
of our Original Report are replaced in their entirety with the information provided herein. This Form 10-K/A does not amend, update or change
any other items or disclosure in the Original Report or reflect events that occurred after the date of the Original Report. Therefore, this
Amendment should be read in conjunction with our Original Report and our other filings made with the United States Securities and Exchange
Commission (�SEC�) subsequent to the filing of the Original Report.

This Form 10-K/A also includes as exhibits the certifications required by Rule 13a-14(a) of the Securities Exchange Act of 1934.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Board of Directors

Currently, our Board of Directors is comprised of eight members. Each director has been elected to hold office until the next annual meeting of
shareholders or special meeting in lieu of such annual meeting and until his successor has been duly elected and qualified, or until his earlier
death, resignation or removal. There are no family relationships among any of our executive officers or directors.

The following table sets forth our directors, their ages, and the positions currently held by each person with our company. In addition, for each
person we have included information regarding the business or other experience, qualifications, attributes or skills considered in determining that
each person should serve as a director.

Name Age Position
Jay H. Bhatt 43 President and Chief Executive Officer and Director
Barry N. Bycoff 62 Director
John R. Egan (1)(3) 53 Director
Ram Gupta (2) 49 Director
Charles F. Kane (1) 54 Director
David A. Krall (3) 51 Director
Michael L. Mark (1)(2) 66 Chairman of the Board
Philip M. Pead (2)(3) 59 Director

(1) Member of Audit Committee
(2) Member of Nominating and Corporate Governance Committee
(3) Member of Compensation Committee
Mr. Bhatt became our President and Chief Executive Officer in December 2011. Prior to that time, from February 2004 until November 2011,
Mr. Bhatt was Senior Vice President at Autodesk, Inc., a leader in 3D, design, engineering and entertainment software, where he served as
Senior Vice President of the global Architecture, Engineering and Construction Solutions Division at Autodesk, Inc. In this role, Mr. Bhatt had
responsibility for software development, marketing, product management, product design, business development, finance and human resources.
Prior to this role, Mr. Bhatt led Autodesk�s Corporate Development, Business Development and Strategy functions, and was responsible for
mergers and acquisitions, strategic partnerships and corporate strategic planning.

Through his positions with Autodesk extending over ten years, Mr. Bhatt has gained significant leadership, management and operating
experience, extensive knowledge of the software industry and significant technical, financial, strategic and marketing expertise. Also, in his role
as our President and Chief Executive Officer, Mr. Bhatt can provide unique insight into our markets, products, technology, challenges and
opportunities.

Mr. Bycoff has been a director since May 2007. Mr. Bycoff was our Executive Chairman from March 2009 until April 2011. From May 2005 to
July 2007, Mr. Bycoff was a venture partner of Pequot Ventures, the venture capital arm of Pequot Capital Management, Inc. Mr. Bycoff was
previously Executive Chairman of Day Software Holding AG.

As the founder and former Chief Executive Officer of Netegrity, a public technology company, Mr. Bycoff demonstrated leadership,
management and strategic experience, as well as significant financial, operational and corporate governance experience. Mr. Bycoff also has
significant management experience from working in a variety of software companies. Mr. Bycoff also has valuable experience as a current and
former board member of a number of public and private technology-related companies. Mr. Bycoff also brings to the Board of Directors his
investing experience from his tenure at Pequot Ventures.

Mr. Egan has been a director since September 2011. Mr. Egan is managing partner of Egan-Managed Capital, a Boston based venture capital
fund he founded in October 1998 that specializes in technology and early stage investments. From October 1986 until September 1998,
Mr. Egan served in a number of executive positions with EMC Corporation, including Executive Vice President, Products and Offerings,
Executive Vice President, Sales and Marketing, Executive Vice President, Operations and Executive Vice President, International Sales.
Mr. Egan also serves on the Board of Directors for other publicly-traded and privately-held companies. They include: EMC Corporation (NYSE:
EMC), where he has served on the Board of Directors for almost twenty years; VMWare, Inc. (NYSE: VMW); and NetScout Systems, Inc.
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(OTC: NTCT), where he serves as Lead Director. Mr. Egan also serves in a variety of leadership roles within the Board of Directors of several
privately-held technology companies, including HighRoads Corporation, Platform Computing Corporation and Healthrageous, Inc.
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Mr. Egan brings to our Board of Directors extensive understanding and expertise in the information technology industry as a result of his service
on other boards of directors combined with his executive leadership roles at EMC Corp. His broad experience ranges from venture capital
investments in early-stage technology companies to extensive sales and marketing experience, to executive leadership and management roles.
Mr. Egan brings to the Board business acumen, substantial operational experience, and expertise in corporate strategy development. Mr. Egan
also has extensive experience serving as a director of publicly-traded companies.

Mr. Gupta has been a director since May 2008. From November 2005 to May 2007, Mr. Gupta was President and Chief Executive Officer of
CAST Iron Systems, Inc. Mr. Gupta is currently a private investor. Mr. Gupta is also a director of S1 Corp and was previously a director of
Source Forge, Inc.

Mr. Gupta has extensive strategic marketing and management expertise at global technology companies, including responsibility for strategy,
marketing, development, customer support, alliances and mergers and acquisitions. As a former executive and current board member of several
technology-related public companies, Mr. Gupta offers industry specific, public company board experience to our Board of Directors. His
extensive experience in the software industry, particularly in the area of strategy and marketing, is a significant asset to the Board of Directors.

Mr. Kane has been a director since November 2006. Mr. Kane is currently a Director and Strategic Advisor of One Laptop Per Child, with
whom he served as President and Chief Operating Officer from 2008 until 2009. From May 2006 to October 2006, Mr. Kane was Chief
Financial Officer of RSA Security Inc., and from July 2002 to May 2006, was Chief Financial Officer of Aspen Technology, Inc. Mr. Kane was
previously a director of Netezza Corporation, Borland Software Corporation and Applix Inc.

As our Audit Committee financial expert and Chairman of the Audit Committee, Mr. Kane provides a high level of expertise and leadership
experience in the areas of finance, accounting, audit oversight and risk analysis derived from his experience as the chief financial officer of
publicly-traded technology companies. Mr. Kane also offers substantial public company board experience to our Board of Directors.

Mr. Krall has been a director since February 2008. Mr. Krall is currently Chairman of the Board of Directors of Audinate Pty Ltd, a leader in IP
audio-visual media network solutions. Mr. Krall also currently serves as a Strategic Advisor to Roku, Inc., a position he assumed in January
2011. Mr. Krall joined Roku, Inc. in February 2010 as President and Chief Operating Officer. Prior to that time, Mr. Krall was President and
Chief Executive Officer and a member of the Board of Directors of QSecure, Inc. From 2000 to 2007, Mr. Krall was President, Chief Executive
Officer and a member of the Board of Directors of Avid Technology, Inc.

Mr. Krall has significant leadership, management and operational experience through his service in a broad range of executive positions within
the software and technology industries. From working in companies ranging from small startups to public companies with thousands of
employees serving worldwide marketplaces, Mr. Krall brings experience in the areas of new product development, integration of complex
software and hardware solutions, strategy formation, and general management.

Mr. Mark was appointed Chairman of the Board in April 2011. Prior to that time, from March 2009 until April 2011, Mr. Mark served as Lead
Independent Director. From December 2006 until March 2009, Mr. Mark was Chairman of the Board. Mr. Mark has been a director since July
1987. Mr. Mark is a private investor and member of Walnut Venture Associates, an investment group seeking opportunities in early-stage and
emerging high-tech companies in New England.

Mr. Mark has served on our Board of Directors for almost twenty-five years, spanning the entire time that we have been a public company. As a
result, Mr. Mark provides our Board of Directors with critical historical knowledge and insights on our business and the software industry
generally. Mr. Mark also has extensive experience as a director of public and private companies.

Mr. Pead has been a director since July 2011. Mr. Pead is currently Chairman of the Board of Directors of Allscripts Health Solutions
(NASDAQ: MDRX), a leading health care information technology company. Mr. Pead was formerly the President and Chief Executive Officer
of Eclipsys Corporation, a leading provider of enterprise clinical and financial software for hospitals, which was merged with Allscripts in
August 2010. From March 2007 to May 2009, Mr. Pead served as the Managing Partner of Beacon Point Partners LLC, a healthcare consulting
firm. Mr. Pead served as President and Chief Executive Officer of Per-Se Technologies Inc., a provider of healthcare information technology
services, from November 2000 until its acquisition by McKesson Corporation in January 2007.

Mr. Pead provides our Board of Directors with industry insight and knowledge as a result of his over twenty-five years experience in the
software industry, working in executive roles in several publicly- and privately-held companies,
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including Per-Se Technologies, Dun & Bradstreet Corporation and Attachmate Corporation. In addition to Progress Software Corporation and
Allscripts Health Solutions, Mr. Pead previously served on the board of directors of publicly-traded Emdeon Inc. (NYSE: EM).

Executive Officers

The following table sets forth certain information regarding our executive officers as of the date of this Form 10-K/A.

Name Age Position
Jay H. Bhatt 43 President and Chief Executive Officer and Director
Joseph A. Andrews 55 Senior Vice President, Human Resources
Antonio J. Aquilina 44 Senior Vice President, Strategy and Corporate Development
John Bates 41 Executive Vice President and Chief Technology Officer
David A. Benson 52 Executive Vice President and Chief Information Officer
Gary G. Conway 58 Executive Vice President and Chief Marketing Officer
John P. Goodson 47 Senior Vice President, Products
Craig Newfield 52 Senior Vice President and General Counsel
Mr. Andrews became Senior Vice President, Human Resources in April 2010. Prior to that time, Mr. Andrews was Vice President, Human
Resources, a position he held since he joined us in February 1997.

Mr. Aquilina became Senior Vice President, Strategy and Corporate Development in January 2012. Prior to that time, from February 2011 until
January 2012, Mr. Aquilina was Vice President of Corporate Development at Autodesk, Inc., where he was employed beginning in 2005. From
2005 until February 2011, Mr. Aquilina was Director of Business Development within the Architecture, Engineering and Construction Services
Division at Autodesk, Inc.

Dr. Bates became Executive Vice President and Chief Technology Officer in March 2011. Prior to that time, Dr. Bates was Senior Vice
President, Chief Technology Officer and Head of Corporate Development, a position he was appointed to in December 2009. Prior to that time,
Dr. Bates was Vice President and General Manager, Apama Division from July 2007 to November 2009. Prior to that time, he was Vice
President, Apama Products. Dr. Bates co-founded Apama Limited, a predecessor company acquired by Progress, in 1995.

Mr. Benson became Executive Vice President and Chief Information Officer in April 2010. Mr. Benson joined us in June 2009 as Senior Vice
President and Chief Information Officer. Prior to joining us, Mr. Benson served as Senior Vice President, Chief Information Officer for News
Corporation, a diversified media and entertainment company, from May 2003 to August 2008.

Mr. Conway became Executive Vice President and Chief Marketing Officer in April 2010. Mr. Conway joined us in November 2008 as Senior
Vice President and Chief Marketing Officer. Prior to joining us, Mr. Conway was Senior Vice President, Marketing at SprintNextel, Inc., with
whom he was employed from 2004 until August 2006.

Mr. Goodson became Senior Vice President, Products in October 2010 and has acted as our Interim Chief Product Officer since that time. Prior
to that time, from June 2010 until October 2010, Mr. Goodson was Senior Vice President and General Manager, Enterprise Data Solutions and
Enterprise Business Solutions. In April 2009, Mr. Goodson became a Senior Vice President. Mr. Goodson had been a Vice President and
General Manager, DataDirect Technologies Division since December 2007. Prior to December 2007, Mr. Goodson was Vice President, Product
Operations, for DataDirect Technologies Division. Mr. Goodson joined DataDirect Technologies Limited, a predecessor company acquired by
Progress, in 1992.

Mr. Newfield became our Senior Vice President and General Counsel in September 2011. Prior to that time, Mr. Newfield was Vice President
and General Counsel at Acronis Inc., a leading provider of back-up, disaster, recovery and security solutions for IT systems and data, with whom
he was employed from September 2010 until September 2011. Prior to that time, Mr. Newfield was Vice President and General Counsel at
AMICAS, Inc., a provider of medical image and information management solutions for imaging centers, ambulatory care facilities and radiology
practices, from March 2009 until June 2010 when AMICAS was acquired by Merge Healthcare, Inc. Prior to that time, Mr. Newfield was Vice
President and General Counsel at Gomez, Inc., an on-demand provider of Internet website monitoring services, from November 2007 until May
2008.
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Audit Committee

The Audit Committee of our Board of Directors currently consists of Messrs. Egan, Kane and Mark, with Mr. Kane serving as Chairman. Our
Board of Directors has determined that each member of the Audit Committee meets the independence requirements promulgated by NASDAQ
and the SEC, including Rule 10A-3(b)(1) under the Securities Exchange Act of 1934, as amended, or the Exchange Act. In addition, our Board
of Directors has determined that each member of the Audit Committee is financially literate and that Mr. Kane qualifies as an �audit committee
financial expert� under the rules of the SEC.

The Audit Committee operates under a written charter adopted by our Board of Directors, a copy of which can be found on our website at
www.progress.com under the heading �Corporate Governance� located on the �About Us/Who We Are� page.

The Audit Committee assists our Board of Directors in fulfilling its oversight responsibilities for accounting and financial reporting compliance.
The Audit Committee meets with management and with our independent registered public accounting firm to discuss our financial reporting
policies and procedures, our internal control over financial reporting, the results of the independent auditor�s examinations, our critical
accounting policies and the overall quality of our financial reporting, and the Audit Committee reports on these matters to our Board of
Directors. The Audit Committee meets with the independent registered public accounting firm with and without our management present.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors, executive officers and holders of more than 10% of our common stock to file with the
SEC initial reports of ownership and reports of changes in ownership of our common stock. These reporting persons are required by regulations
of the SEC to furnish us with copies of all such filings. Based solely on a review of the copies of such forms that we have received, and on
written representations from certain reporting persons, we believe that, with respect to the fiscal year ended November 30, 2011, our directors,
officers and 10% shareholders complied with all applicable Section 16(a) filing requirements.

Codes of Conduct

Our Board of Directors has adopted a Finance Code of Professional Ethics that applies to the Chief Executive Officer, Chief Financial Officer,
Corporate Controller and other employees of our finance organization and a Code of Conduct that applies to all of our officers, directors and
employees. Copies of the Code of Conduct and the Finance Code of Professional Ethics can be found on our website at www.progress.com
under the Corporate Governance page located on the �About Us/Who We Are� page.
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ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

Executive Summary

This �Compensation Discussion and Analysis� section describes the material elements of our compensation programs for our executive officers.
This section also provides an overview of our executive compensation philosophy and analyzes how and why the Compensation Committee of
our Board of Directors arrives at specific compensation decisions and policies.

Executive Compensation Philosophy

Our philosophy is to reward executives based upon corporate performance, as well as to provide long-term incentives for the achievement of
future financial and strategic goals. We emphasize pay-for-performance compensation programs, which we believe advance both the short and
long-term interests of our shareholders. We use a combination of total target cash compensation, composed of base salary and an annual cash
incentive compensation program, a long-term equity incentive compensation program, and a broad-based benefits program to create a
competitive compensation package for our executive management team.

We describe below our compensation philosophy, policies and practices with respect to our Chief Executive Officer, our Chief Financial Officer
and our next three most highly compensated executive officers. We refer to these individuals collectively as our named executive officers. Our
named executive officers during our fiscal year ended November 30, 2011 were Richard D. Reidy, our former President and Chief Executive
Officer, Charles F. Wagner, Jr., our former Executive Vice President, Finance & Administration and Chief Financial Officer, Christopher A.
Larsen, our former Executive Vice President, Global Field Operations, John P. Goodson, Senior Vice President, Products, and John Bates,
Executive Vice President and Chief Technology Officer. Each of our named executive officers was employed by our company throughout the
entire fiscal year ended November 30, 2011.

Administration and Objectives of our Executive Compensation Program

Our Compensation Committee is responsible for establishing and administering our policies governing the compensation of our executive
officers, including salaries, cash incentives and equity incentive compensation. Our Compensation Committee consists of three independent
members of our Board of Directors, all with extensive experience in the software industry.

Our Compensation Committee has designed our overall executive compensation program to achieve the following objectives:

� attract and retain talented executives in today�s highly competitive market;

� motivate and reward executives whose knowledge, skills and performance are critical to our success;

� provide a competitive compensation package that aligns the interests of our executive officers and shareholders by tying a significant
portion of an executive�s cash compensation to the achievement of performance goals; and

� ensure fairness among the executive management team by recognizing the contributions each executive makes to our success.
We use a mix of short-term compensation (base salaries and cash incentive bonuses) and long-term compensation (equity incentive
compensation) to provide a total compensation structure that is designed to achieve these objectives. In determining whether to adjust the
compensation of any one of our named executive officers, the Compensation Committee takes into account market compensation levels for each
role based on data provided by the Compensation Committee�s independent compensation consultant, the contributions and performance of each
named executive officer, and any changes in the responsibilities and roles of each named executive officer. The Compensation Committee also
takes into account the recommendations of our Chief Executive Officer.

-8-
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Executive Officer Compensation Components

The following table summarizes the principal components of our executive compensation program in fiscal 2011.

Compensation

Element Objective Key Features Performance Metrics
Base Salary To secure and retain services of

key executive talent
�    Set on average at or above 50th

percentile of peer group

�    Adjustments may be made to
reflect market conditions for a
position, changes in the status or
duties associated with a position or
internal equity

Not applicable

Annual

Cash Incentive

To encourage and reward
corporate performance that
enhances long-term shareholder
value

�    Set on average at or above 50th

percentile of peer group

�    Performance goals and target
bonus amounts established at
beginning of fiscal year

Non-GAAP revenue, revenue
within our Responsive Process
Management (RPM) product line,
non-GAAP operating income and
non-financial goals over a
one-year performance period

Equity

Compensation:

To align executives� interests with
those of shareholders

�    Target equity grant values set on
average at between 50th and
75th percentile of peer group

�    Performance Share Units
(PSUs)

To encourage and reward
corporate financial performance
that enhances long-term
shareholder value

�    Subject to performance criteria
aligned with 2011 business plan

�    Earned only to the extent the
performance criteria are achieved

�    PSUs earned are subject to
subsequent time-based vesting
(one-third vests upon determination
of achievement of the performance
goals established for that year,
one-third in each of the next two
years if the executive remains
employed on the vest date)

Non-GAAP revenue growth and
non-GAAP operating income
growth

�    Restricted Stock Units (RSUs) To retain executive talent �    Service-based vesting over
three-year period

Not applicable

�    Stock Options Not applicable
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To encourage and reward
corporate financial performance
that enhances long-term
shareholder value

To retain executive talent

�    Service-based vesting over
four-year period

�    Value of stock options tied to
stock price
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Impact of Fiscal 2011 Performance on Executive Compensation

The 2011 fiscal year was challenging for our company due to a combination of macroeconomic conditions that adversely impacted credit and
financial markets and internal challenges as a result of our company�s continuing transition to a solution-based software company. Our financial
performance was adversely impacted by these challenges and, as a result, our named executive officers were paid de minimus amounts under our
incentive compensation plan, and no PSUs were earned.

Termination of Mr. Reidy�s Employment

On August 1, 2011, we announced that Richard D. Reidy would leave our company when his successor was named. Mr. Reidy remained our
President and Chief Executive Officer until December 5, 2011, when he resigned in connection with the appointment of Jay H. Bhatt as our new
President and Chief Executive Officer. As our President and Chief Executive Officer during fiscal 2011, we are required to include Mr. Reidy as
a named executive officer and discuss his compensation in this �Compensation Discussion and Analysis� section of this Form 10-K/A.

Appointment of New Chief Executive Officer

On December 5, 2011, Jay H. Bhatt became our new President and Chief Executive Officer. Because Mr. Bhatt became our President and Chief
Executive Officer after the conclusion of our 2011 fiscal year, he is not a named executive officer with respect to fiscal 2011 and we are not
required to discuss his compensation in this �Compensation Discussion and Analysis� section of this Form 10-K/A. For a description of Mr. Bhatt�s
compensation terms, refer to our Current Report on Form 8-K filed with the SEC on November 28, 2011.

Termination of Mr. Wagner�s Employment

On March 23, 2012, Charles F. Wagner, Jr., Executive Vice President, Finance & Administration and Chief Financial Officer, terminated
employment. Because Mr. Wagner was one of our named executive officers for the entire 2011 fiscal year, the terms of Mr. Wagner�s
compensation are discussed in this �Compensation Discussion and Analysis� section of this Form 10-K/A.

Termination of Mr. Larsen�s Employment

On January 9, 2012, Christopher Larsen, Executive Vice President, Global Field Operations, terminated employment. Because Mr. Larsen was
one of our named executive officers for the entire 2011 fiscal year, the terms of Mr. Larsen�s compensation are discussed in this �Compensation
Discussion and Analysis� section of this Form 10-K/A.

Compensation Committee Responsibilities and Authority

Our Compensation Committee reviews and approves the annual salary and annual cash incentive awards as well as all long-term equity incentive
awards for each Section 16 officer, administers our equity plans, determines or consults with management regarding compensation and benefits
for our non-executive officers and other employees (as appropriate) and oversees our executive compensation and benefit plans and policies. Our
Compensation Committee establishes our general compensation policies, as well as compensation plans and specific compensation levels for the
Section 16 officers other than our Chief Executive Officer. Our Compensation Committee reviews, and recommends to our Board of Directors
for its approval, the compensation of our Chief Executive Officer.

During fiscal 2011, our Compensation Committee consisted of members of our Board of Directors who met the independence requirements
promulgated by NASDAQ. From December 2010 until October 2011, our Compensation Committee consisted of Messrs. Gupta, Krall and
Mark, with Mr. Krall serving as Chairman. From October 2011 until the end of fiscal 2011, our Compensation Committee consisted of
Messrs. Egan, Krall and Pead, with Mr. Krall continuing to serve as Chairman.

The Compensation Committee operates under a written charter adopted by our Board of Directors, a copy of which can be found on our website
at www.progress.com under the heading �Corporate Governance� located on the �About Us/Who We Are� page.

In accordance with its charter, the Compensation Committee:

� oversees our overall executive compensation structure, policies and programs;
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� administers our equity-based plans;

� reviews, and recommends to our Board of Directors for its approval, the compensation of our Chief Executive Officer;

� reviews and determines the compensation of all officers (as defined in Section 16 of the Exchange Act) of our company other than
the Chief Executive Officer;

� reviews and makes recommendations to our Board of Directors regarding the compensation of our directors; and

� is responsible for producing the annual report included in this Form 10-K/A.
Our Chief Executive Officer, our other executives, and our human resources department support the Compensation Committee in its duties and
may be delegated authority to fulfill certain administrative duties regarding our compensation programs. In addition, our Chief Executive Officer
makes recommendations to the Compensation Committee on an annual basis regarding salary increases, potential bonuses and equity awards for
each of our other executive officers.

The Compensation Committee has sole authority under its charter to retain, approve fees for, determine the scope of the assignment of, and
terminate advisors and consultants as it deems necessary to assist in the fulfillment of its responsibilities. In fiscal year 2011, the Compensation
Committee retained Radford Surveys + Consulting (Radford), to assist it in evaluating the compensation of our officers and directors. Radford
does not directly provide any other services to us and consults with our management only as necessary to obtain relevant compensation and
performance data for the executives as well as essential business information so that it can effectively support the Compensation Committee with
appropriate competitive market information and relevant analyses.

Roles of the Compensation Committee, the Chief Executive Officer and Compensation Consultant

Role of Compensation Committee

At the beginning of each fiscal year, the Compensation Committee begins the process of reviewing executive officer and board compensation for
the coming fiscal year. The Compensation Committee members are provided reports from the external compensation consultant comparing our
executive compensation and equity granting practices relative to the market and to a peer group. Reports are also provided on board of director
compensation relative to the market and a peer group.

During the first quarter of each fiscal year, the Compensation Committee reviews recommendations from management on the current fiscal year
short-term incentive compensation programs relative to anticipated corporate performance. The Compensation Committee also reviews
recommendations from management on the current fiscal year long-term incentive programs, principally in the form of annual equity awards. In
February or March, the Compensation Committee reviews and approves changes to executive officers� total target cash compensation, which
includes base salary and target incentive compensation.

Prior to the annual meeting of shareholders for each fiscal year, the Compensation Committee also reviews and makes recommendations to the
full Board of Directors regarding any changes to board compensation.

At the end of the fiscal year, the Compensation Committee reviews preliminary results of the short-term incentive compensation programs,
401(k) match and 401(k) cash bonus in excess of federal limits. Final review and approval of these programs and costs are completed early in
the following fiscal year prior to any payments.

In accordance with our Stock Option Grant Policy, the Compensation Committee meets at least four times a year to review and approve stock
option grants and other equity award requests.

Communication with Compensation Committee members is accomplished through committee meetings, teleconference calls or e-mail. Members
of management and/or the external compensation consultants participate in these various communication methods and attend meetings or
conference calls at the invitation of the Compensation Committee.

Role of Chief Executive Officer
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Our Chief Executive Officer makes recommendations to the Compensation Committee with respect to compensation for other executive officers,
including the terms of these executives� annual cash incentive compensation and long-term equity compensation. Our Chief Executive Officer
considers factors such as tenure, individual performance, responsibilities and experience levels of the executives, as well as the compensation of
the executives relative to one another, when making recommendations regarding appropriate total compensation of our executives.
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Our Chief Executive Officer typically discusses his initial recommendations with the Chairman of the Compensation Committee or has
management present them at Compensation Committee meetings. The compensation and benefits group within our Human Resources
Department and individuals within our Finance and Legal Departments support the Compensation Committee in the performance of its
responsibilities. During fiscal year 2011, our Chief Financial Officer, Senior Vice President of Human Resources, Senior Vice President,
General Counsel & Secretary and other representatives of the human resources, finance and legal departments regularly attended the
Compensation Committee meetings to provide perspectives on the competitive landscape, the needs of the business, information about our
financial performance and relevant legal and regulatory developments. The Compensation Committee periodically meets in executive session
without management to deliberate on executive compensation matters. The Compensation Committee considers, but is not bound to and does not
always accept, the Chief Executive Officer�s recommendations regarding executive compensation. The Compensation Committee reviews all
recommendations in light of our compensation philosophy and generally seeks input from Radford prior to making any final decisions.

Role of Compensation Consultant

For the past several years, our Compensation Committee has engaged Radford as its outside compensation consultant to advise the
Compensation Committee on all matters related to executive compensation. Radford does not directly provide any other services for us other
than to provide compensation surveys to our Human Resources Department. Radford consults with our management only as necessary to obtain
relevant compensation and performance data for the executives as well as essential business information so that it can effectively support the
Compensation Committee with appropriate competitive market information and relevant analyses. Through a separate subsidiary, Radford�s
parent company, AON Corporation, provides advisory services to our subsidiary in Ireland with respect to a pension plan our subsidiary
maintains for our employees based in Ireland.

Radford provides a range of services to the Compensation Committee to support the Compensation Committee�s agenda and obligations,
including providing regulatory updates, peer group compensation data so that the Compensation Committee can set compensation for executives
in accordance with our policies, advice on the structure and competitiveness of our compensation programs (including benefits provided by our
peers upon a change in control and otherwise as part of their compensation programs), and advice on the consistency of our programs with our
executive compensation philosophy. Representatives of Radford attend Compensation Committee meetings and provide advice to the
Compensation Committee upon its request. Typically, management works with Radford on matters for the Compensation Committee where that
work is requested by the Compensation Committee.

We paid approximately $46,641 to Radford for services performed for the Compensation Committee during fiscal 2011.

Peer Group Selection

To assist the Compensation Committee in making decisions on total compensation for executives and company-wide equity grants, the
Compensation Committee utilizes peer and industry group data and analysis provided by Radford. Radford provided the following studies:
�Executive Compensation Review� and �Aggregate Equity Usage�. The �Executive Compensation Review� prepared by Radford utilized the survey
data from the Radford High Technology Executive Compensation Survey and peer group data to benchmark the various elements of executive
pay. The �Aggregate Equity Usage� report utilized the peer group data and general market data for details of equity practices, in particular equity
burn rates. The Compensation Committee believes that it is important to benchmark compensation against our peer group because those
companies are directly comparable to us in terms of revenue, market capitalization and industry.

For fiscal 2011, the peer group list was comprised of 19 other companies in the software industry with revenue and market capitalization
comparable to us. The peer group list is reviewed on an annual basis to ensure the companies remain a valid comparison and to account for any
corporate structure changes in the peer groups, such as an acquisition by another company. In December 2010, at the time Radford compiled
data for the peer group companies, the companies in the peer group ranged in size on a revenue basis from approximately $0.2 billion to $1.6
billion with a median of $0.7 billion as compared to our revenue of $0.5 billion, and on a market capitalization basis from approximately $0.2
billion to $12.7 billion with a median of $2.7 billion as compared to our then market capitalization of $1.8 billion. We may include companies
that do not fit these criteria if we believe that we are directly competing with those companies for executive talent.

2011 Peer Group List

� Akamai Technologies, Inc. (Ticker Symbol:AKAM)

� Ansys Inc. (ANSS)
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� Ariba Inc. (ARBA)
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� Cadence Design Systems Inc. (CDNS)

� Citrix Systems, Inc. (CTXS)

� Compuware Corp. (CPWR)

� Epicor Software Corp. (EPIC)

� Informatica Corporation (INFA)

� JDA Software Group Inc. (JDAS)

� Mentor Graphics Corp. (MENT)

� Nuance Communications, Inc. (NUAN)

� Parametric Technology Corporation (PMTC)

� Pegasystems, Inc. (PEGA)

� QAD Inc. (QADA)

� Quest Software Inc. (QSFT)

� Red Hat, Inc. (RHT)

� Riverbed Technology Inc. (RVBD)

� Salesforce.com, inc. (CRM)

� TIBCO Software Inc. (TIBX)
We also use survey data for additional perspective on executive compensation. We participate in the Radford Executive Survey to benchmark
our executives, including the named executive officers, to the marketplace. The materials from Radford include a comprehensive report
providing details on the benchmark positions used for each executive as well as analysis on base salary, short-term incentives, total actual cash,
total target cash compensation, actual total direct compensation and target total direct compensation. The survey data was comprised of
compensation information from companies in the high technology industry with revenue ranging from $0.4 billion to $0.8 billion. There were 59
companies that fit within this criterion.

Shareholder Vote
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At our 2011 Annual Meeting of Shareholders, our shareholders approved, in an advisory vote, the compensation of our named executive
officers, as disclosed in the Compensation Discussion and Analysis, the compensation tables and the related disclosures in our proxy statement
for fiscal 2010. The proposal was approved by our shareholders with 80% of the votes cast voting �for� approval and 20% voting �against� approval.
In light of the level of approval by our shareholders, the Compensation Committee did not make changes to our compensation policies or
practices in response to the shareholder vote. However, the Compensation Committee regularly reviews the compensation programs of our
executive officers to ensure that they achieve our desired goal of aligning the interests of our executive officers and shareholders.

Executive Compensation Components

Our executive compensation program has been primarily composed of the following elements:

� Base salary;

� Incentive compensation in the form of annual cash incentive awards, through our corporate incentive compensation plan;

� Equity-based long-term incentive compensation in the form of stock options, RSUs and PSUs;

� 401(k) Plan and other benefits; and

� Severance and change in control protection.
Our Compensation Committee has not adopted a formal policy for allocating between these various forms of compensation. However, we
generally strive to provide our named executive officers with a balance of short-term and long-term incentives. Within the context of the overall
objectives of our compensation programs, the Compensation Committee determined the specific amounts of compensation, including base
salary, incentive cash compensation and equity compensation, to be paid to each of our executives for our fiscal year ended November 30, 2011
based on a number of factors, including:

� our understanding of compensation generally paid by similarly-situated companies to their executives with similar roles and
responsibilities;

� the roles and responsibilities of our executives; and

� the individual experience and skills of, and expected contributions from, our executives.

-13-
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We discuss each of the primary elements of our executive compensation program in detail below. While we have identified particular
compensation objectives that each element of executive compensation serves, our compensation programs are meant to complement each other
and collectively serve all of our executive compensation objectives described above. Accordingly, whether or not specifically mentioned below,
we believe that, as a part of our overall executive compensation, each element to a greater or lesser extent serves each of our objectives.

Base Salary

The Compensation Committee annually reviews total target cash compensation ranges, including base salary, for each of our named executive
officers, during the first fiscal quarter. Base salaries may be adjusted by our Compensation Committee in accordance with various criteria,
including:

� individual performance;

� levels of responsibilities;

� individual competencies, skills and contributions;

� functions performed;

� peer group compensation levels for comparable positions;

� internal compensation equity issues; and

� our general financial performance.
Our Chief Executive Officer proposes base salary amounts for all executive officers other than himself, for the Compensation Committee�s
consideration based on his evaluation of these criteria. The weight given each factor by the Compensation Committee may vary with each
individual.

Annual Cash Incentive Awards

It is our philosophy to base a significant portion of an executive officer�s total compensation opportunity on performance incentives. Our named
executive officers participate in our corporate incentive compensation plan, which is intended to motivate eligible executive officers toward
overall business results, to tie their goals and interests to those of the company and its shareholders, and to enable the company to attract and
retain highly qualified executives. This bonus plan is administered by our Compensation Committee.

Awards under the corporate incentive compensation plan are based upon the achievement of performance metrics established on an annual basis
by the Compensation Committee. These performance goals are based on our growth strategy as reflected in our annual operating budget.
Historically, the performance metrics have been set so that no awards are earned unless we achieved growth over the prior fiscal year
performance in each metric.

The Compensation Committee has the discretion to increase or reduce awards if it believes management has performed exceptionally compared
to its peer group or if the Compensation Committee believes unanticipated factors assisted or inhibited management in achieving financial
objectives. Historically, the Compensation Committee has not chosen to exercise such discretion and has instead relied on the achievement of
the performance metrics to determine the awards paid to management and other plan participants.

Awards under the corporate incentive compensation plan are based on a pre-determined percentage of each executive�s base salary, which is
established by the Compensation Committee as part of its annual review of each executive�s compensation. The Compensation Committee sets
these target incentive percentages to ensure that a substantial portion of each executive�s cash compensation is linked directly to business
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performance and to provide the executives with a performance-based opportunity to achieve total cash compensation at or above the 50th
percentile of the peer group and the broader software industry.

Equity Compensation

We also use equity compensation to attract, retain, motivate and reward our named executive officers. We issue annual and new hire equity
awards based on guidelines for awards commensurate with position levels and that reflect grant practices within our peer group and the broader
software industry generally. The Compensation Committee reviews the mix of equity awards to our named executive officers on an annual basis.
Since 2009, equity awards to named executive officers and other recipients have typically been made in the form of a combination of stock
options and RSUs. In 2011, our equity compensation program also included PSUs. During the past few years, the Compensation Committee has
altered the mix of equity compensation to executive officers so that a greater proportion of equity compensation is awarded in the form of RSUs
or PSUs rather than stock options. The Compensation Committee believes that reducing the proportion of the equity award consisting of stock
options reflects current market trends.

Stock option grants are intended to correlate executive compensation to our long-term success as measured by our stock price. Stock options are
tied to our future success because options granted have an exercise price equal to the closing market value at the date of grant and will only
provide value to the extent that the price of our stock increases above the exercise price.
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Stock option awards provide our named executive officers with the right to purchase shares of our common stock at a fixed exercise price,
typically for a period of either ten years, if awarded prior to 2005, or seven years, if awarded since 2005, subject to continued employment with
our company. Historically, stock options generally vested in monthly increments over a five-year period. In 2011, the Compensation Committee
reduced the vesting period for new stock option awards to four years to reflect market practice. We believe that meaningful vesting periods
encourage recipients to remain with our company over the long-term and, because the value of the awards is based on our stock price, stock
options encourage recipients to focus on achievement of longer-term goals, such as strategic growth, business innovation and shareholder return.
In general, employees whose employment terminates (other than for death or disability) before the award fully vests forfeit the unvested portions
of these awards.

RSUs typically vest in six equal installments over three years beginning six months after issuance. In a volatile stock market, RSUs continue to
provide value when stock options may not, which the Compensation Committee believes is useful in retaining talented executives in
unpredictable economic times.

PSUs are subject to performance criteria aligned with our business plan and are earned only to the extent the performance criteria are achieved,
with any PSUs earned being subject to subsequent time-based vesting (one-third vests upon determination of achievement of the performance
goals established for that year and one-third in each of the next two years if the executive remains employed on the vesting date). The
Compensation Committee grants PSUs consistent with its pay-for-performance philosophy.

The Compensation Committee�s decisions regarding the amount and type of equity incentive compensation, the allocation of equity and relative
weighting of these awards within total executive compensation have been based on the Compensation Committee�s understanding, and individual
experiences with market practices, of similarly-situated companies. Equity-based incentive awards are intended to be the longer-term
components of our overall executive compensation program and are designed to encourage performance by our executive officers over several
years, while annual incentive cash compensation is designed to encourage shorter-term performance (generally performance over a one-year
period), equity-based awards are designed to encourage performance by our executive officers over several years.

To determine the size of the equity awards, the Compensation Committee first determined the total number of shares that would be available for
the annual equity awards to all proposed recipients. The total number of shares is determined by consideration of the potential dilution to our
shareholders and average burn rate of other companies in our industry. The Compensation Committee utilizes the grant data from the peer group
and the survey data provided by Radford to assist it in determining the size of the overall equity pool for our company as well as the individual
grants to the named executive officers.

On occasion, the Compensation Committee makes additional grants of equity awards for the purpose of encouraging certain executives and other
individuals to remain with our company. In situations where management determines that additional grants of equity awards are necessary or
appropriate for our continued success, recommendations are made by the Chief Executive Officer to the Compensation Committee, typically
after consulting with Radford. Retention awards include vesting provisions that are designed to encourage recipients to maintain their
employment with us and these provisions may differ from our standard vesting schedules.

401(k) Plan

We currently provide a non-elective contribution under our 401(k) plan. All employees who participate in our 401(k) plan, including named
executive officers, receive a discretionary matching contribution, depending upon the employee�s length of service with the company and the
employee�s contribution level. This contribution is approved by the Compensation Committee. In addition, due to limitations imposed on 401(k)
matching to higher-paid individuals under federal tax law, a portion of the contributions that otherwise would have been received by certain
employees, including the named executive officers, are instead paid directly to them in cash.

Other Benefits

We believe that establishing competitive benefit packages for our employees is an important factor in attracting and retaining highly qualified
personnel. The named executive officers are eligible to participate in all of our health and insurance plans, in each case on the same basis as
other employees. In addition, our stock purchase plan is available to all employees other than employees, if any, who hold 5% or more of our
common stock.

Severance and Change in Control Benefits

We previously entered into a severance agreement with Mr. Reidy providing him with certain payments and benefits upon an �involuntary
termination� of Mr. Reidy�s employment with our company in those circumstances in which Mr. Reidy�s Employee Retention and Motivation
Agreement is not otherwise applicable. Mr. Reidy�s severance agreement is described below. See �Executive Compensation�Severance and Change
in Control Agreements.�
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In December 2009, we adopted company-wide severance guidelines applicable to our employees in the United States in connection with the
undertaking of a large reduction in force. These guidelines provide for severance and other benefits to be paid to employees who are
involuntarily terminated from our employment, with the precise amount of severance determined based on position and seniority. Former
members of our executive management team have received severance and other benefits in accordance with these guidelines, which were
approved by the Compensation Committee.

Currently, the severance guidelines applicable to our executive management team provide upon involuntary termination for the payment of
severance of twelve months of total target cash compensation as of the date of termination, the continuation, for a period of twelve months, of
benefits that are substantially equivalent to the benefits (medical, dental and vision) that were in effect immediately prior to termination, and
twelve months of acceleration of unvested stock options and RSUs. Receipt of these severance payments and benefits are subject to the
execution of our standard form of separation and release agreement, which includes a non-competition clause. Although subject to change in the
sole discretion of the Compensation Committee, we expect that these severance guidelines will continue to apply to involuntary terminations of
executive officers, including the named executive officers in the future. These severance guidelines, however, will not apply in the event that the
executive officer is entitled to severance under a specific agreement between the executive officer and our company.

On December 2, 2011, we entered into Executive Severance Agreements with our executive officers, including Messrs. Wagner, Larsen,
Goodson and Bates. These executive severance agreements provide each executive officer with certain payments and benefits upon an
involuntary termination of employment. The terms of the executive severance agreements generally reflect the severance and benefits payable to
executive officers under the company-wide severance guidelines described above except that these agreements provide for twenty-four months
of equity acceleration except with respect to Mr. Larsen, whose agreement provided for twelve months. Each executive severance agreement
will expire on August 1, 2013, except that the expiration of the agreement will not affect the obligations of the parties on account of a
termination of employment occurring prior to August 1, 2013. Upon expiration of the executive severance agreements, the executive officers
will thereafter be subject to the severance plan, if any, then applicable to members of our Executive Committee. See �Executive
Compensation�Severance and Change in Control Agreements.�

We have also entered into an Employee Retention and Motivation Agreement with each of the named executive officers. Each agreement
provides for certain payments and benefits upon a change of control of our company and/or certain involuntary terminations of employment
thereafter. Our Board of Directors determined that it is in the best interests of our company and its shareholders to assure that we will have the
continued dedication and objectivity of our key employees, despite the possibility, threat or occurrence of a change of control of the company.
These agreements are described below. See �Executive Compensation �Severance and Change in Control Agreements.�

Analysis of Compensation Decisions for 2011

The target total direct compensation established for each of the named executive officers is set forth in the table below.

2011 Target Compensation

Target Total

Annual Compensation

Target Long-Term

Equity

Name Base Salary
Target Annual

Bonus
Performance-

Based Equity (1)
Time-Based
Equity (2)

Target Total Direct
Compensation

Mr. Reidy $ 600,000 $ 600,000 $ 524,628 $ 2,381,417 $ 4,106,045
Mr. Wagner $ 450,000 $ 300,000 $ 177,840 $ 807,260 $ 1,735,100
Mr. Larsen $ 400,000 $ 350,000 $ 160,056 $ 726,534 $ 1,636,590
Mr. Goodson $ 305,500 $ 195,000 $ 133,380 $ 605,445 $ 1,239,325
Dr. Bates $ 335,500 $ 165,000 $ 88,920 $ 403,630 $ 993,050

(1) Represents the grant date fair value of PSUs, which is equal to the number of PSUs granted at target performance multiplied by the closing
price of our stock on the grant date. See the �Grants of Plan-Based Awards Table� for a breakdown of these awards.

(2) Represents the grant date fair value of RSUs and options on the date of grant. The grant date fair value of RSUs is equal to the number of
RSUs granted multiplied by the closing price of our stock on the grant date. The grant date fair value of our options is equal to the number
of shares subject to the option multiplied by the fair value of our

Edgar Filing: PROGRESS SOFTWARE CORP /MA - Form 10-K/A

26



-16-

Edgar Filing: PROGRESS SOFTWARE CORP /MA - Form 10-K/A

27



options on the date of grant determined using the Black-Scholes option valuation model. The methodology and assumptions used to calculate the
Black-Scholes value of our options are described in Note 9 of the consolidated financial statements contained in our Annual Report on
Form 10-K for the fiscal year ended November 30, 2011. See the �Grants of Plan-Based Awards Table� for a breakdown of these awards.

We describe in greater detail below the compensation decisions we established for each category of compensation reflected in the table above.

Base Salary

In March 2011, the Compensation Committee reviewed total target cash compensation ranges, including base salary, for each of our named
executive officers. For 2011, the philosophy of the Compensation Committee was to target base salary for our executive officers generally at or
slightly above the 50th percentile.

For fiscal year 2011, the base salaries of the named executive officers were as follows:

Name FY11 Base Salary FY10 Base Salary
Mr. Reidy $ 600,000 $ 500,000
Mr. Wagner $ 450,000 $ 400,000
Mr. Larsen $ 400,000 $ 350,000
Mr. Goodson $ 305,500 $ 255,000
Dr. Bates $ 335,500 $ 312,500

The Compensation Committee determined that Mr. Reidy�s base salary should be increased to $600,000 to reflect the then current market level
for Chief Executive Officers of similar software companies based on data provided by Radford, which showed that Mr. Reidy�s base salary and
total target cash compensation were significantly less than the market 50th percentile. The Compensation Committee increased Mr. Wagner�s and
Mr. Larsen�s base salaries to reflect market conditions and to address internal compensation equity issues. The Compensation Committee also
determined that Mr. Goodson�s base salary should be increased to reflect the enhanced responsibilities he had assumed in connection with his
acting as Interim Chief Product Officer since October 2010. The Compensation Committee increased Dr. Bates� base salary to reflect the
enhanced responsibilities he had undertaken in connection with the development of our Responsive Process Management strategy.

The increases in the base salaries described in the table above from fiscal 2010 base salary levels were made effective April 2011.

Annual Cash Incentive Awards

Our fiscal 2011 corporate incentive compensation plan was designed to motivate our executive officers toward the achievement of our overall
business goals during 2011. The Compensation Committee established fiscal 2011 targets in line with our corporate goal of growing revenue
while increasing operating profit margins. The Compensation Committee also included a metric relating to revenue growth within certain key
product lines and non-financial measures applicable to our named executive officers and other vice presidents.

In March 2011, the Compensation Committee formally approved the corporate goals under the bonus plan applicable to our named executive
officers. For fiscal 2011, the Compensation Committee adopted a two-tiered approach to the corporate incentive compensation plan design. For
all employees below the vice president level, the plan metrics were total non-GAAP revenue, non-GAAP operating income and revenue from
our Responsive Process Management (RPM) product line, with the total non-GAAP revenue metric being weighted at 50%, the non-GAAP
operating income metric being weighted at 35% and the RPM product line revenue metric being weighted at 15%. The inclusion of the
performance goal related to RPM product line revenue was an incentive for us to achieve further growth in our newer product lines.

For Mr. Reidy and the other named executive officers, the fiscal 2011 corporate incentive compensation plan utilized a combination of financial
and non-financial metrics as the incentive compensation design for fiscal 2011. 85% of the incentive compensation opportunity would be
determined by the same three financial metrics and targets described in the preceding paragraph, except that a 35% weighting would apply to
total non-GAAP revenue, 35% to non-GAAP operating income and 15% to RPM product line revenue. The remaining 15% of the corporate
bonus opportunity would be determined by various non-financial performance metrics.

Non-GAAP total revenue differs from revenue determined under generally accepted accounting principles (GAAP) by excluding purchase
accounting adjustments related to deferred revenue. Non-GAAP operating income differs from operating income determined under GAAP by
excluding amortization of acquired intangibles, stock-based compensation, purchase accounting adjustments related to deferred revenue, and
restructuring and transition expense and acquisition-related expenses. We use non-GAAP measures to make operational and investment
decisions because we believe the costs and expenses that we exclude from GAAP revenue and GAAP operating income are not tied to our core
results. For these reasons, we also use non-GAAP revenue and non-GAAP operating income as performance goals.
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Our Board of Directors discussed and reviewed operating plans with management during board presentations in January 2011. The
Compensation Committee reviewed and discussed performance goals and corporate bonus plan designs with management during committee
meetings in February and March 2011.

The Compensation Committee then established a minimum level of non-GAAP total revenue, a minimum level of non-GAAP operating income
and a minimum level of RPM product line revenue for fiscal 2011, which minimum level must be achieved for an executive officer to receive
any portion of his target bonus amount allocated to that performance goal. No portion of the bonus amount would be earned unless we achieved
minimum growth over the prior fiscal year performance.

Once the minimum threshold has been achieved, the attainment percentage for each performance goal for an executive officer�s bonus is a linear
calculation of:

actual amount � threshold amount

target amount � threshold amount
Under the fiscal 2011 corporate incentive compensation plan, the maximum attainment percentage was set at 200%. The Compensation
Committee communicated the bonus criteria to the named executive officers after those criteria were established.

The Compensation Committee also established the following target incentives, as a percentage of base salary, for the named executive officers in
2011:

Name

Target
Incentive as
a Percentage

of Base
Salary

Eligible Incentive
Compensation

Amount at
Threshold

Eligible Incentive
Compensation

Amount at Target

Eligible
Incentive

Compensation
Amount at
Maximum

Mr. Reidy 100% 0 $ 600,000 $ 1,200,000
Mr. Wagner 67% 0 $ 300,000 $ 600,000
Mr. Larsen 18% 0 $ 70,000 $ 140,000
Mr. Goodson 64% 0 $ 195,000 $ 390,000
Dr. Bates 49% 0 $ 165,000 $ 330,000

As described below, Mr. Larsen participates in an individual sales incentive plan, under the terms of which 20% of his incentive compensation
was determined by performance under the corporate incentive compensation plan. The amount shown in the table above reflects only that
portion of Mr. Larsen�s incentive compensation determined under the corporate incentive compensation plan.

The following table details the specific targets and our actual performance under the fiscal 2011 corporate incentive compensation plan:

Plan Metric (in millions) Threshold Target Maximum Actual
Non-GAAP total revenue (1) $ 530.0 $ 584.0 $ 638.0 $ 515.0
RPM revenue $ 3.0 $ 19.0 $ 35.0 $ 5.0
Non-GAAP operating income $ 157.0 $ 187.0 $ 217.0 $ 144.0

(1) Determined based on budgeted foreign currency rates.
In fiscal 2011, our financial performance did not meet our expectations and we fell short of our targets for revenue and operating income as set
forth in our operating budget. As a result, we did not meet minimum levels of achievement with respect to the non-GAAP total revenue and
non-GAAP operating income metrics under the corporate incentive plan. We met the minimum level of achievement with respect to the RPM
revenue metric. When factoring the weighting of the metrics described above, we achieved an attainment percentage of 2% under the fiscal 2011
corporate incentive compensation plan applicable to participants below the vice president level. We achieved a substantial portion of the
non-financial metrics applicable to the named executive officers and other vice presidents but the attainment percentage applicable to named
executive officers and other vice presidents was capped at the same attainment percentage applicable to other participants in the corporate
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Based on the attainment percentage described above, in 2011 the named executive officers were paid the incentive compensation amounts set
forth in the table below.

Name

FY11 Actual
Incentive

Compensation
Amount

Mr. Reidy $ 11,315
Mr. Wagner $ 5,658
Mr. Larsen $ 1,400
Mr. Goodson $ 3,897
Dr. Bates $ 3,026

Although the Compensation Committee may in its discretion adjust bonuses payable under the corporate incentive compensation plan based on
the achievement of individual performance goals, no such adjustments occurred with respect to the fiscal 2011 plan.

As described above, Mr. Larsen participates in an individual sales incentive plan, a component of which is tied to performance under the
corporate incentive compensation plan. Set forth in the table below are the components of Mr. Larsen�s fiscal 2011 target incentive
compensation.

Components Weight

Target
Variable

Comp
Achievement
Percentage

Actual
Incentive
Amount

Global License Bookings 40% $ 140,000 69% $ 96,068
Regional Contribution Margin $ 20% $ 70,000 75% $ 52,372
PSC Corporate Incentive Plan 20% $ 70,000 2% $ 1,400
Total Bookings (Worldwide) 20% $ 70,000 83% $ 58,184

100% $ 350,000 59% $ 208,024
In March 2011, the Compensation Committee awarded Mr. Goodson a special, one-time cash bonus of $100,000, the receipt of which was
contingent on Mr. Goodson�s remaining with our company through at least January 2012. Mr. Goodson received this cash bonus at
approximately the same time that the payouts occurred under the fiscal 2011 corporate incentive compensation plan.

Annual Equity Compensation

For fiscal 2011, the Compensation Committee adopted a two-tiered approach to our annual equity award program. For all employees below the
vice president level, the annual equity awards consisted of stock options and RSUs, at a mix of 50% stock options and 50% RSUs. For
Mr. Reidy and the other named executive officers and our vice presidents, the annual equity awards consisted of stock options, RSUs and PSUs,
at a mix of 50% stock options, 35% RSUs and 15% PSUs. Each of these equity types is described below.
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In April 2011, in connection with the authorization of the company-wide annual equity award program for fiscal 2011, the Compensation
Committee determined the equity awards for fiscal 2011 for the named executive officers. To determine the size of the annual equity awards, the
Compensation Committee, with the assistance of Radford, compared the long-term equity incentive compensation levels of our executives with
similar positions within our peer group to determine the long-term equity incentive compensation amount for each executive. The Compensation
Committee evaluated the total value delivered by the annual equity grant against the average of the 50th and the 75th percentile of the value of
long-term incentive compensation of our peer group and broader software industry. In finalizing the amounts of the fiscal 2011 annual equity
awards, the Compensation Committee considered our Chief Executive Officer�s recommendations, the burn rate of the executive grants, and the
degree to which those amounts are aligned with our retention goals.

Set forth in the table below is a breakdown of the annual equity awards granted to our named executive officers in fiscal 2011.

Name

Option
Equivalent
Shares (1)

Stock
Options RSUs PSUs

Mr. Reidy 295,000 147,500 41,300 17,700
Mr. Wagner 100,000 50,000 14,000 6,000
Mr. Larsen 90,000 45,000 12,600 5,400
Mr. Goodson 75,000 37,500 10,500 4,500
Dr. Bates 50,000 25,000 7,000 3,000

(1) For fiscal 2011, each RSU and PSU is the equivalent of 2.5 stock options.
Performance Share Units. The Compensation Committee introduced the use of PSUs as a portion of the executives� annual equity awards in
fiscal 2011. During the recent past, annual equity awards typically consisted of a mix of stock options and RSUs. The Compensation Committee
believes that this change in the mix of components further enhanced the pay-for-performance nature of our executive compensation program
because the PSUs were subject to performance conditions based on our fiscal 2011 financial performance. Further, the Compensation Committee
believes that granting a mix of equity to our executives provides the appropriate balance between performance, risk and retention.

For fiscal 2011, PSUs awarded to the named executive officers were subject to two financial metrics, each of which was weighted 50%. The two
financial metrics selected by the Compensation Committee were fiscal 2011 non-GAAP revenue growth and fiscal 2011 non-GAAP operating
income, in each case, based on targets established by reference to our business plan. To determine the actual number of PSUs that a named
executive officer would earn, the target award was to be multiplied by the achievement multiplier. Named executive officers were eligible to
receive more than 100% of their target award if company performance exceeded target. To the extent that the PSUs were earned, those units
would still be subject to subsequent time-based vesting (one-third vests upon determination of achievement of the performance goals established
for that year and one-third in each of the next two years if the executive remains employed on the vesting date).

The following table details the specific targets with respect to the PSUs:

Plan Metric (dollars in millions) Threshold Target Maximum
Non-GAAP total revenue growth % 0% 10% 20% 
Non-GAAP operating income $ 157.0 $ 187.0 $ 217.0

We did not meet minimum levels of achievement with respect to the non-GAAP total revenue growth and non-GAAP operating income metrics.
As a result, none of the performance share units were earned in fiscal 2011.

Time-Based Restricted Stock Units. As set forth in the table above, the Compensation Committee awarded 35% of the annual equity award to
our named executive officers in the form of RSUs with time-based vesting. The Compensation Committee granted RSUs to balance the risk
associated with the PSUs. The RSUs provide on-going retention value even in the event the performance metrics associated with the PSUs are
not achieved. The RSUs vest over three years, subject to continued employment.

Stock Options. The third component of the equity compensation package to our named executive officers was stock options. The Compensation
Committee included stock options as a means of aligning the long-term interests of our executives and shareholders. Since the value of stock
options is directly tied to our stock price, we believe that they encourage the executives to focus on achievement of long-term goals that will
increase shareholder value. As described above, during the past few years, the Compensation Committee has altered the mix of equity
compensation to executive officers so that a greater proportion of equity compensation is awarded in the form of RSUs or PSUs rather than stock
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Special Equity Awards

In October 2011, upon the recommendation of Mr. Reidy, our Compensation Committee authorized special equity awards to Mr. Wagner,
Mr. Goodson and Dr. Bates. These equity awards consisted of RSUs and were designed to provide additional incentives to the continued success
of our long-term goals and overall retention. These equity awards were issued as part of a limited retention program approved by our
Compensation Committee to address the uncertainty surrounding the search for a new Chief Executive Officer following the announcement of
Mr. Reidy�s pending departure in August 2011. Mr. Wagner was awarded 25,000 RSUs and each of Mr. Goodson and Dr. Bates was awarded
10,000 RSUs. These RSUs vest in two equal installments, with the first installment vesting on June 15, 2012 and the second installment vesting
on January 15, 2013, subject to continued employment. In connection with the termination of his employment in March 2012, the RSUs granted
to Mr. Wagner as his special equity award were canceled.

Timing of Equity Grants

We do not time grants either to take advantage of a depressed stock price or in anticipation of an increase in stock price and have limited the
amount of discretion that can be exercised in connection with the timing of awards. We generally make awards only on pre-determined dates to
ensure that awards cannot be timed to take advantage of material non-public information. Typically, our annual executive awards are made on
the day of the annual shareholders� meeting. Other equity awards may occur in October.

Equity awards may be made only by the Compensation Committee. The Compensation Committee makes awards only at Committee meetings
and generally does not make awards in trading blackout periods (the period encompassing ten days prior to the end of each fiscal quarter through
48 hours after the earnings for that quarter are announced) unless special circumstances exist, such as a new hire or a contractual commitment.

Tax and Accounting Implications

Deductibility of Executive Compensation. Section 162(m) of the Internal Revenue Code places a limit of $1 million on the amount of
compensation that public companies may deduct in any one year with respect to certain of their named executive officers. Certain
performance-based compensation approved by shareholders is not subject to this deduction limit. The Compensation Committee�s strategy in this
regard is to be cost and tax effective. Therefore, the Compensation Committee intends to preserve corporate tax deductions, while maintaining
the flexibility in the future to approve arrangements that it deems to be in our best interests and the best interests of our shareholders, even if
such arrangements do not always qualify for full tax deductibility.

Section 409A of the Internal Revenue Code. Section 409A of the Internal Revenue Code imposes additional significant taxes in the event that an
executive officer, director or service provider receives �deferred compensation� that does not satisfy the requirements of Section 409A.
Section 409A applies to our severance and change in control arrangements. Our severance and change in control agreements described below,
including the Employee Retention and Motivation Agreements we entered into with our named executive officers, contain provisions that are
intended to either avoid the application of Section 409A or, to the extent doing so is not possible, comply with the applicable Section 409A
requirements. The Compensation Committee has the sole discretion to change the severance guidelines applicable to executive officers to the
extent necessary to avoid the application of Section 409A or comply with applicable Section 409A requirements.

Accounting for Stock-Based Compensation. Stock-based compensation expense reflects the fair value of stock-based awards measured at the
grant date and recognized over the relevant service period. We estimate the fair value of each stock-based award on the measurement date using
either the current market price or the Black-Scholes option valuation model.

Compensation Committee Report

This report is submitted by the Compensation Committee of our Board of Directors. The Compensation Committee has reviewed the
Compensation Discussion and Analysis included in this Form 10-K/A and discussed it with management. Based on that review and discussions,
the Compensation Committee has recommended to our Board of Directors that the Compensation Discussion and Analysis be included in this
Form 10-K/A.

No portion of this Compensation Committee Report shall be deemed to be incorporated by reference into any filing under the Securities Act of
1933 or the Securities Exchange Act of 1934, through any general statement incorporating by reference in its entirety the Form 10-K/A in which
this report appears, except to the extent that the company specifically incorporates this report or a portion of it by reference. In addition, this
report shall not be deemed filed under either the Securities Act or the Exchange Act.

Respectfully submitted by the Compensation Committee,

David A. Krall, Chairman
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Compensation Committee Interlocks and Insider Participation

The members of the Compensation Committee of our Board of Directors during fiscal year 2011 were Messrs. Egan (from October 2011), Gupta
(until October 2011), Krall, Mark (until October 2011) and Pead (from October 2011). None of these directors is or has ever been an officer or
employee of our company or of any of its subsidiaries, or had any relationship with us requiring disclosure in this Form 10-K/A. There are no
compensation committee interlocks amongst any of our directors.

Analysis of Risk Associated with Our Compensation Plans

In setting compensation, the Compensation Committee considers the risks to our shareholders and to the achievement of our goals that may be
inherent in the compensation plans and programs for all employees, including our executives. When evaluating our executive compensation
program, the Compensation Committee considers whether the program is based on the appropriate philosophy, benchmarked against the
appropriate peer group and balanced between long and short-term performance targets, company and individual performance. Although a
significant portion of our executives� compensation is performance-based and �at-risk,� we believe our compensation plans and programs are
appropriately structured so as not to encourage our employees to take excessive or unreasonable risks.

We considered the following elements of our compensation plans and policies when evaluating whether such plans and policies are structured to
encourage our employees to take unreasonable risks:

� Compensation consists of both fixed and variable components. The fixed portion (i.e., base salary) and variable portion (i.e.,
performance-based incentive and equity awards) provide a mix of compensation intended to produce corporate performance without
encouraging excessive risks.

� We set performance goals that we believe are reasonable in light of past performance and market conditions.

� We use consistent corporate performance metrics from year-to-year rather than changing the metric to take advantage of changing
market conditions.

� Our short-term incentive plans are capped as to the maximum potential payout, which we believe mitigates excessive risk taking by
limiting bonus payments even if we dramatically exceed the performance targets.

� We use a combination of stock options, PSUs and RSUs for equity awards because RSUs retain value even in a depressed market,
which makes our executives less likely to take unreasonable risks to earn PSU awards or get, or keep, options �in-the-money.�

� The time-based vesting for RSUs (including a portion of PSU awards earned) and stock options ensures that our executives� interests
align with those of our shareholders for the long-term performance of our company.

� Assuming achievement of at least a minimum level of performance, payouts under our performance-based plans result in some
compensation at levels below full target achievement, rather than an �all-or-nothing� approach.

� In accordance with our written stock option grant policy, all equity grants must occur at a meeting of the Compensation Committee
and management has no authority to issue equity.

� The Compensation Committee retains and does not delegate any of its exclusive power to determine matters of executive
compensation and benefits.
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� We maintain a system of controls and procedures designed to ensure that amounts are earned and paid in accordance with our plans
and programs.

� In accordance with our written stock option grant policy, we have appointed an Options Executive, who is responsible for ensuring
that we comply with applicable laws, regulations and accounting standards related to the granting of equity-based compensation, and
that our policies, procedures and equity compensation plans are followed. Our Options Executive reports quarterly to the
Compensation Committee.

� We do not allow our executives to hedge their exposure to ownership of, or interest in, our stock. We also do not allow them to
engage in speculative transactions with respect to our stock.
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Summary of Executive Compensation

The following table sets forth certain information with respect to compensation for the fiscal years ended November 30, 2011, 2010 and 2009,
earned by Mr. Reidy, who was our Chief Executive Officer during all of fiscal 2011, Mr. Wagner, who was our Chief Financial Officer during
all of fiscal 2011, and Mr. Larsen, Mr. Goodson and Dr. Bates, who were our three most highly compensated executive officers. We refer to
these individuals collectively as our named executive officers.

As described above in �Compensation Discussion and Analysis� and reflected in the Summary Compensation Table below, we pay our named
executive officers a mix of cash and equity compensation.

Cash Compensation. We paid our named executive officers a base salary and cash incentive compensation under a non-equity incentive plan.

Equity Compensation. We made annual equity awards to the named executive officers consisting of stock options, RSUs and PSUs. Stock
options had an exercise price equal to the closing price of our stock on the date of grant and vest in monthly increments over four years. The
amounts shown in the �Option Awards� column reflect the grant date fair value calculated using the Black-Scholes model. RSUs and PSUs
convert to shares of our common stock upon vesting. RSUs vest in six equal installments over three years beginning six months after issuance.
To the extent that PSUs would have been earned, those units would still be subject to subsequent time-based vesting (one-third vests upon
determination of achievement of the performance goals established for that year and one-third in each of the next two years if the executive
remains employed on the vesting date). The amounts shown in the �Stock Awards� column reflect the grant date fair value (which was the stock
price on the date of grant) with respect to the RSUs and PSUs at target performance. None of the PSUs were earned in fiscal 2011.

Other Forms of Compensation. We do not provide our named executive officers with pensions or the ability to defer compensation. Amounts
shown in the �All Other Compensation� column reflect the contribution under our 401(k) plan and certain other items described in the footnotes
below.
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SUMMARY COMPENSATION TABLE�FISCAL YEARS 2011, 2010 AND 2009

Name and Principal Position Year Salary

Stock

Awards

(1)

Option

Awards

(2)

Non-Equity

Incentive
Plan

Compensation
(3)

All Other

Compensation

(4) Total
Richard D. Reidy
Former Chief Executive Officer (5) 2011

2010

2009

$ 550,000

486,539

351,461

$ 1,748,760

1,790,880

1,650,750

$ 1,157,285

1,854,552

1,158,675

$ 11,315

512,962

167,400

$ 7,214

16,176

31,189

$ 3,474,574

4,661,109

3,359,475
Charles F. Wagner
Former EVP, Finance and
Administration and Chief Financial
Officer (6)

2011

2010
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