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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended May 31, 2012

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
Commission File Number: 0-19417

PROGRESS SOFTWARE CORPORATION
(Exact name of registrant as specified in its charter)

MASSACHUSETTS 04-2746201

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
14 Oak Park

Bedford, Massachusetts 01730
(Address of principal executive offices)(Zip code)
Telephone Number: (781) 280-4000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer v Accelerated filer
Non-accelerated filer N Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes © No y

As of July 2, 2012, there were 63,359,000 shares of the registrant’s common stock, $.01 par value per share,
outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

Condensed Consolidated Balance Sheets

(In thousands, except share data)

Assets

Current assets:

Cash and cash equivalents

Short-term investments

Total cash, cash equivalents and short-term investments

Accounts receivable (less allowances of $3,026 in 2012 and $6,683 in 2011)
Other current assets

Deferred tax assets

Total current assets

Property and equipment, net

Intangible assets, net

Goodwill (V)

Deferred tax assets (1)

Investments in auction rate securities

Other assets

Total assets

Liabilities and shareholders’ equity

Current liabilities:

Current portion of long-term debt

Accounts payable

Accrued compensation and related taxes

Income taxes payable

Other accrued liabilities

Short-term deferred revenue

Total current liabilities

Long-term deferred revenue

Deferred tax liabilities

Other noncurrent liabilities (1)

Commitments and contingencies (Note 8)

Shareholders’ equity:

Preferred stock, $0.01 par value; authorized, 1,000,000 shares; issued, none
Common stock, $0.01 par value, and additional paid-in capital; authorized,
200,000,000 shares; issued and outstanding, 63,310,870 shares in 2012 and
61,788,629 shares in 2011

Retained earnings, including accumulated other comprehensive loss of $14,260 in

2012 and $13,056 in 2011
Total shareholders’ equity
Total liabilities and shareholders’ equity

May 31,
2012

$241,884
86,364
328,248
85,787
26,060
10,856
450,951
66,444
53,437
257,625
33,577
31,448
5,829
$899,311

$71
8,948
31,472
1,910
41,126
146,882
230,409
5,517
1,508
2,333

342,087

317,457

659,544
$899,311

November 30,
2011

$161,095
100,321
261,416
110,927
21,143
14,291
407,777
66,206
64,408
257,824
30,361
33,539
5,627
$865,742

$357
7,039
31,245
11,412
35,728
145,727
231,508
6,619
1,533
3,782

309,221

313,079

622,300
$865,742

(1) The November 30, 2011 balance sheet has been revised to reflect purchase accounting measurement period

adjustments (Note 6).
See notes to unaudited condensed consolidated financial statements.
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Condensed Consolidated Statements of Income

Three Months Ended

May 31, May 31,
(In thousands, except per share data) 2012 2011
Revenue:
Software licenses $29.673 $45.417
Maintenance and services 84,923 89,267
Total revenue 114,596 134,684
Costs of revenue:
Cost of software licenses 2,273 2,321
Cost of maintenance and services 19,877 19,906
Amortization of acquired intangibles 3,631 3,930
Total costs of revenue 25,781 26,157
Gross profit 88,815 108,527
Operating expenses:
Sales and marketing 41,528 44,312
Product development 22,727 20,137
General and administrative 18,069 13,742
Amortization of acquired intangibles 1,767 1,982
Restructuring expenses 8,496 1,144
Acquisition-related expenses — —
Total operating expenses 92,587 81,317
(Loss) income from operations (3,772 ) 27,210
Other income (expense):
Interest income and other 743 714
Foreign currency loss, net (494 ) (505
Total other income (expense), net 249 209
(Loss) income before income tax (3,523 ) 27,419
Income tax (benefit) provision (1,615 ) 9,459
Net (loss) income $(1,908 ) $17,960
Earnings per share:
Basic $(0.03 ) $0.27
Diluted $(0.03 ) $0.26
Weighted average shares outstanding:
Basic 63,051 66,897
Diluted 63,051 69,246

See notes to unaudited condensed consolidated financial statements.

4

)

Six Months Ended
May 31, May 31,
2012 2011
$71,165 $96,753
167,857 172,168
239,022 268,921
4,561 4,702
39,257 37,674
7,365 7,905
51,183 50,281
187,839 218,640
88,775 89,010
45,122 40,996
33,521 25,594
3,588 4,256
8,496 3,258
215 —
179,717 163,114
8,122 55,526
1,335 1,301
(816 (1,131
519 170
8,641 55,696
3,060 17,215
$5,581 $38,481
$0.09 $0.57
$0.09 $0.55
62,598 66,942
63,641 69,453
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Condensed Consolidated Statements of Cash Flows

(In thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization of property and equipment
Amortization of acquired intangibles and other
Stock-based compensation

Asset impairment

Deferred income taxes

Tax benefit from stock plans

Excess tax benefit from stock plans

Allowances for accounts receivable

Changes in operating assets and liabilities:
Accounts receivable

Other assets

Accounts payable and accrued liabilities

Income taxes payable and uncertain tax positions
Deferred revenue

Net cash flows from operating activities

Cash flows from investing activities:

Purchases of investments

Sales and maturities of investments
Redemptions at par by issuers of auction rate securities
Purchases of property and equipment

Increase in other noncurrent assets

Net cash flows from investing activities

Cash flows from financing activities:

Issuance of common stock

Withholding tax payments related to net issuance of restricted stock units
Repurchase of common stock

Excess tax benefit from stock plans

Payment of long-term debt

Net cash flows from financing activities

Effect of exchange rate changes on cash

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosure:

Cash paid for income taxes, net of refunds of $127 in 2012 and $7,796 in 2011

See notes to unaudited condensed consolidated financial statements.

5

Six Months Ended

May 31, May 31,

2012 2011

$5,581 $38,481

4,640 4,395

12,339 12,161

13,760 9,287

848 —

82 224

801 5,434

(1,171 4,210 )
443 —

23,262 32,291

(3,891 2,315

5,614 (23,720 )
(10,844 5,755

2,225 6,630

53,689 89,043

(25,887 (64,525 )
44,855 21,827

225 6,200

(6,141 (8,494 )
(52 (888 )
13,000 (45,880 )
20,487 35,797

(2,452 (1,505 )
— (64,899 )
1,171 4,210

(286 (190 )
18,920 (26,587 )
(4,820 7,307

80,789 23,883

161,095 286,559
$241,884 $310,442
$12,558 $4,987
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Notes to Condensed Consolidated Financial Statements
Note 1: Nature of Business and Basis of Presentation
The Company

We are a global software company that simplifies and enables the development, deployment and management of
business applications on-premise or on any Cloud, on any platform and on any device with minimal IT complexity
and low total cost of ownership.

During the second quarter of fiscal 2012, we announced a new strategic plan (the "Plan"). Under the Plan, we will
combine our OpenEdge, DataDirect Connect and Decision Analytics (comprised of Apama, Corticon and the Progress
Control Tower) product lines ("Core" product lines) into a single, cohesive offering and provide a next generation
application development and deployment platform in the Application Platform-as-a-Service (aPaaS) market. Also as
part of the Plan, our Board of Directors approved the commencement of certain operational restructuring initiatives
and the divestiture of the ten non-core product lines: Actional, Artix, DataXtend, FuseSource, ObjectStore, Orbacus,
Orbix, Savvion, Shadow and Sonic ("non-Core" product lines).

As of May 31, 2012, we had not yet fully reorganized the management team and employee base nor restructured our
financial systems to report our operating results based on Core and non-Core reporting. As a result, our segment
reporting is consistent with how we have historically presented our segments (Note 15) and with our management
reporting through May 31, 2012. However, we intend to operate and report our business on a go forward basis as Core
and non-Core. In addition, as of May 31, 2012, we have not yet met the criteria for reporting any of the non-Core
product lines as either held for sale or as discontinued operations.

Basis of Presentation

We prepared the accompanying unaudited condensed consolidated financial statements pursuant to the rules and
regulations of the Securities and Exchange Commission (SEC) regarding interim financial reporting. Accordingly,
they do not include all of the information and footnotes required by accounting principles generally accepted in the
United States of America (GAAP) for complete financial statements and these unaudited financial statements should
be read in conjunction with the audited financial statements included in our Annual Report on Form 10-K for the
fiscal year ended November 30, 2011.

We made no significant changes in the application of our significant accounting policies that were disclosed in our
Annual Report on Form 10-K for the fiscal year ended November 30, 2011. We have prepared the accompanying
unaudited condensed consolidated financial statements on the same basis as the audited financial statements included
in our Annual Report on Form 10-K, and these financial statements include all adjustments, consisting only of normal
recurring adjustments, necessary for a fair presentation of the results of the interim periods presented. The operating
results for the interim periods presented are not necessarily indicative of the results expected for the full fiscal year.

Recent Accounting Pronouncements

In September 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
No. 2011-08, Intangibles — Goodwill and Other (Topic 350) — Testing Goodwill for Impairment (ASU 2011-08), to
allow entities to use a qualitative approach to determine whether it is more likely than not that the fair value of a
reporting unit is less than its carrying value. If after performing the qualitative assessment an entity determines it is
not more likely than not that the fair value of a reporting unit is less than its carrying amount, then performing the
two-step goodwill impairment test is unnecessary. However, if an entity concludes otherwise, then it is required to
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perform the first step of the two-step goodwill impairment test. ASU 2011-08 is effective for us in fiscal 2013 and
earlier adoption is permitted. The adoption of ASU 2011-08 is not anticipated to have any impact on our financial
position or results of operations.

In June 2011, the FASB issued ASU No. 2011-05, Comprehensive Income (Topic 220) — Presentation of
Comprehensive Income (ASU 2011-05), to require an entity to present the total of comprehensive income, the
components of net income, and the components of other comprehensive income either in a single continuous

statement of comprehensive income or in two separate but consecutive statements. ASU 2011-05 eliminates the option
to present the components of other comprehensive income as part of the statement of equity. In December 2011, the
FASB issued ASU No. 2011-12, Comprehensive Income (Topic 220) — Deferral of the Effective Date for Amendments
to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income in ASU 2011-05
(ASU 2011-12), which defers the effective date of only those changes in ASU 2011-05 that relate to the presentation
of reclassification adjustments. ASU 2011-05 is effective for us in our

6
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first quarter of fiscal 2013 and should be applied retrospectively. The adoption of ASU 2011-05 and ASU 2011-12 is
not anticipated to have any impact on our financial position or results of operations.

In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement (Topic 820) — Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs (ASU 2011-04), to provide
a consistent definition of fair value and ensure that the fair value measurement and disclosure requirements are similar
between GAAP and International Financial Reporting Standards. ASU 2011-04 changes certain fair value
measurement principles and enhances the disclosure requirements particularly for Level 3 fair value measurements.
We adopted ASU 2011-04 in our second quarter of fiscal 2012 and have applied the provisions prospectively. The
adoption of ASU 2011-04 did not have any impact on our financial position or results of operations, but increased the
disclosures included in the notes to the condensed consolidated financial statements.

Note 2: Cash, Cash Equivalents and Investments

A summary of our cash, cash equivalents and trading and available-for-sale investments at May 31, 2012 is as follows
(in thousands):

Unrealized Unrealized

Cost Basis . Fair Value
Gains Losses

Cash $211,052 $— $— $211,052
Money market funds 29,832 — — 29,832
State and municipal bond obligations 77,931 292 (8 ) 78,215
Auction rate securities — municipal bonds 27,175 — (3,804 ) 23,371
Auction rate securities — student loans 12,500 — (1,723 ) 10,777
Corporate bonds 6,455 — (6 ) 6,449
Total $364,945 $292 $(5,541 ) $359,696

A summary of our cash, cash equivalents and trading and available-for-sale investments at November 30, 2011 is as
follows (in thousands):

Cost Basis Un'realized Unrealized Fair Value
Gains Losses

Cash $134,890 $— $— $134,890
Money market funds 24,220 — — 24,220
State and municipal bond obligations 84,193 221 (16 ) 84,398
Brazilian mutual funds 15,346 — — 15,346
Auction rate securities — municipal bonds 27,200 — (4,269 ) 22,931
Auction rate securities — student loans 12,700 — (2,092 ) 10,608
Corporate bonds 2,562 — — 2,562
Total $301,111 $221 $(6,377 ) $294,955
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Such amounts are classified on our condensed consolidated balance sheets as follows (in thousands):

May 31, 2012 November 30, 2011
Cash and Short-Term  Long-Term  Cash and Short-Term  Long-Term
Equivalents Investments Investments Equivalents Investments Investments

Cash $211,052 $— $— $134,890 $— $—
Money market funds 29,832 — — 24,220 — —
State and municipal bond

.. 1,000 77,215 — 1,985 82,413 —
obligations
Brazilian mutual funds — — — — 15,346 —
Auct‘lo‘n rate securities — o 23,371 o o 22,931
municipal bonds
Auction rate securities — . 2,700 8.077 . . 10,608
student loans
Corporate bonds — 6,449 — — 2,562 —
Total $241,884 $86,364 $31,448 $161,095 $100,321 $33,539

As of May 31, 2012, we included in other accrued liabilities an amount of $2.0 million representing certain unsettled
trades of state and municipal bond obligations included in short-term investments.

For each of the auction rate securities (ARS), we evaluated the risks related to the structure, collateral and liquidity of
the investment, and forecasted the probability of issuer default, auction failure and a successful auction at par or a
redemption at par for each future auction period. The weighted average cash flow for each period was then discounted
back to present value for each security. Based on this methodology, we determined that the fair value of our ARS
investments is $34.1 million and $33.5 million at May 31, 2012 and November 30, 2011, respectively. The temporary
impairment recorded in accumulated other comprehensive loss to reduce the value of our available-for-sale ARS
investments was $5.5 million and $6.4 million at May 31, 2012 and November 30, 2011, respectively.

We will not be able to access the funds associated with our ARS investments until a future auction for these ARS is
successful, we sell the securities in a secondary market, or they are redeemed by the issuer. As such, these remaining
investments currently lack short-term liquidity and are therefore classified as long-term investments on the condensed
consolidated balance sheets at May 31, 2012 and November 30, 2011, with the exception of one ARS with a fair value
of $2.7 million which was redeemed by the issuer in the third quarter of fiscal 2012 which we classified as short-term
investments on the condensed consolidated balance sheet at May 31, 2012.

Based on our cash, cash equivalents and short-term investments balance of $328.2 million, expected operating cash
flows and the availability of funds under our revolving credit facility, we do not anticipate that the lack of liquidity
associated with our ARS will adversely affect our ability to conduct business and believe we have the ability to hold
the affected securities throughout the currently estimated recovery period. Therefore, the impairment of these
securities is considered only temporary in nature. If the credit rating of either the security issuer or the third-party
insurer underlying the investments deteriorates significantly, we may be required to adjust the carrying value of the
ARS through an other-than-temporary impairment charge to earnings.

The fair value of debt securities by contractual maturity is as follows (in thousands):

May 31, November 30,
2012 2011
Due in one year or less (1) $79,024 $104,620
Due after one year 39,788 31,225

10
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Total $118,812 $135,845

Includes ARS which are tendered for interest-rate setting purposes periodically throughout the year. Beginning in
(1)February 2008, auctions for these securities began to fail, and therefore these investments currently lack short-term
liquidity. The remaining contractual maturities of these securities range from 12 to 31 years.

11
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Investments with continuous unrealized losses and their related fair values are as follows at May 31, 2012 (in
thousands):

Less Than 12 Months 12 Months or Greater Total
Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized
Losses Losses Losses

StaFe agd municipal bond $15.613 $(8 ) $— $— $15.613 $(8 )
obligations
Auction rate securities = _ — 23,371 (3804 ) 23371 (3804 )
municipal bonds
Auction rate securities —
student loans — — 8,077 (1,723 ) 8,077 (1,723 )
Corporate bonds 2,626 (6 ) — — 2,626 (6 )
Total $18,239 $(14 ) $31,448 $(5,527 ) $49,687 $(5,541 )

Investments with continuous unrealized losses and their related fair values are as follows at November 30, 2011 (in
thousands):

Less Than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
StaFe agd municipal bond $24.585 $(16 ) $— $— $24.585 $(16 )
obligations
Auction rate securities = _ — 22,931 4260 ) 22931 4269 )
municipal bonds
Auction rate securities — . o 10,608 (2,092 ) 10.608 (2,092 )
student loans
Total $24,585 $(16 ) $33,539 $(6,361 ) $58,124 $(6,377 )

The unrealized losses associated with state and municipal bond obligations and corporate bonds are attributable to
changes in interest rates. The unrealized losses associated with ARS are discussed above. Management does not
believe any unrealized losses represent other-than-temporary impairments based on our evaluation of available
evidence as of May 31, 2012.

Note 3: Derivative Instruments

We generally use foreign currency option contracts that are not designated as hedging instruments to hedge
economically a portion of forecasted international cash flows for up to one year in the future. All foreign currency
option contracts are recorded at fair value in other current assets on the condensed consolidated balance sheets at the
end of each reporting period and expire within one year. In the three and six months ended May 31, 2011,
mark-to-market losses of $0.1 million and $0.5 million, respectively, on foreign currency option contracts were
recorded in other income in the condensed consolidated statements of income. We did not hold any option contracts in
the first or second quarters of fiscal 2012.

We also use forward contracts that are not designated as hedging instruments to hedge economically the impact of the
variability in exchange rates on accounts receivable and collections denominated in certain foreign currencies. We
generally do not hedge the net assets of our international subsidiaries. All forward contracts are recorded at fair value
in other current assets on the condensed consolidated balance sheets at the end of each reporting period and expire
within 90 days. In the three and six months ended May 31, 2012 and 2011, realized and unrealized gains (losses) of

12
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$2.5 million, $0.3 million, $(1.4) million and $(2.0) million, respectively, from our forward contracts were recognized
in other income in the condensed consolidated statements of income. These losses were substantially offset by realized
and unrealized gains on the offsetting positions.

The table below details outstanding foreign currency forward contracts where the notional amount is determined using
contract exchange rates (in thousands):

May 31, 2012 November 30, 2011

Notional Value Fair Value Notional Value Fair Value
Forward contracts to sell U.S. dollars $4,717 $20 $2,180 $(54 )
Forward contracts to purchase U.S. dollars 42,890 (192 ) 36,275 106
Total $47,607 $(172 ) $38,455 $52

9
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Note 4: Fair Value Measurements

The following table details the fair value measurements within the fair value hierarchy of our financial assets at
May 31, 2012 (in thousands):

Fair Value Measurements Using
Total Fair

Level 1 Level 2 Level 3

Value
Money market funds $29.832 $29.832 $— $—
State and municipal bond obligations 78,215 — 78,215 —
Auction rate securities — municipal bonds 23,371 — — 23,371
Auction rate securities — student loans 10,777 — 2,700 8,077
Corporate bonds 6,449 — 6,449 —
Foreign exchange derivatives (172 ) — (172 ) —

The following table details the fair value measurements within the fair value hierarchy of our financial assets at
November 30, 2011 (in thousands):

Fair Value Measurements Using

Total Fair Level 1 Level 2 Level 3

Value
Money market funds $24.220 $24,220 $— $—
State and municipal bond obligations 84,398 — 84,398 —
Brazilian mutual funds 15,346 15,346 — —
Auction rate securities — municipal bonds 22,931 — — 22,931
Auction rate securities — student loans 10,608 — — 10,608
Corporate bonds 2,562 — 2,562 —
Foreign exchange derivatives 52 — 52 —

When developing fair value estimates, we maximize the use of observable inputs and minimize the use of
unobservable inputs. When available, we use quoted market prices to measure fair value. If market prices are not
available, the fair value measurement is based on models that use primarily market based parameters including yield
curves, volatilities, credit ratings and currency rates. In certain cases where market rate assumptions are not available,
we are required to make judgments about assumptions market participants would use to estimate the fair value of a
financial instrument.

The valuation technique used to measure fair value for our Level 1 and Level 2 assets is a market approach, using
prices and other relevant information generated by market transactions involving identical or comparable assets.

The valuation technique used to measure fair value for our Level 3 assets, which consists of our ARS, is an income
approach, where the expected weighted average future cash flows are discounted back to present value for each asset.
The significant unobservable inputs used in the fair value measurement of our ARS are the probability of earning the
maximum rate until maturity, the probability of principal return prior to maturity, the probability of default, the
liquidity risk premium and the recovery rate in default. Changes in the underlying assumptions used to value the ARS
could significantly impact the fair value estimates recorded in the condensed consolidated balance sheets.

10
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The following table reflects the activity for our financial assets measured at fair value using Level 3 inputs for each
period presented (in thousands):

Three Months Ended Six Months Ended

May 31, May 31, May 31, May 31,

2012 2011 2012 2011
Balance, beginning of period $33,343 $39,839 $33,539 $39,643
Redemptions and repurchases — (6,000 ) (225 ) (6,200 )
Transfer to Level 2 fair value measurement (2,700 ) — (2,700 ) —
Unrealized gams included in accumulated other 205 945 834 1341
comprehensive loss
Balance, end of period $31,448 $34,784 $31,448 $34,784

During the second quarter of fiscal 2012, we received a redemption notice for one of our ARS at par value. We
transferred the ARS to a Level 2 fair value measurement, as the value at May 31, 2012 is based on observable inputs.

Note 5: Goodwill and Intangible Assets

Goodwill

During the first quarter of fiscal 2012, we completed our annual testing for impairment of goodwill and, based on
those tests, concluded that no impairment of goodwill existed as of December 15, 2011. For purposes of the annual
impairment test, we assigned goodwill of $61.1 million to the Application Development Platforms segment, $96.3
million to the Enterprise Business Solutions segment and $100.4 million to the Enterprise Data Solutions segment. We
valued our reporting units for purposes of the goodwill impairment test using a market and income approach, and all
of our reporting units had an estimated fair value that was in excess of the carrying value.

During the second quarter of fiscal 2012, as a result of continued declines in certain reporting units and in connection
with the announcement of the Plan, we determined an impairment triggering event occurred that required us to
perform an interim goodwill impairment test. We utilized the same methodology and valuation techniques employed
in our annual testing as of December 15, 2011. The test indicated that our reporting units had an estimated fair value
that was in excess of their carrying values, and thus, no impairment was present. However, the difference between the
carrying value and fair value of our Enterprise Business Solutions reporting unit has decreased since the annual test as
a result of updates to our internal forecasts and projected cash flows.

During the third quarter of fiscal 2012 we expect to test our goodwill for impairment in connection with the
reassignment of goodwill to our anticipated new reporting units (Note 1). Through the date and time our condensed

consolidated financial statements were issued, we have not commenced this test.

The change in value of our goodwill since November 30, 2011 is the result of foreign currency translations and the
finalization of purchase accounting measurement period adjustments (Note 6).

Intangible Assets

In addition to testing goodwill for impairment in the second quarter of fiscal 2012, we also performed an impairment
test of our intangible assets. Our tests were primarily based on an income approach and resulted in a fair value which
was in excess of the carrying value, indicating no impairment existed as of May 31, 2012.

Note 6: Business Combinations

15
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On October 26, 2011, we acquired all of the equity interests in Corticon Technologies, Inc. (Corticon), a privately held
business enterprise software company based in Redwood City, California, for $23.0 million. Corticon is a business
rules management system vendor that enables organizations to make better, faster decisions by automating business
rules. The Corticon products became part of our Enterprise Business Solutions segment. The purpose of the
acquisition was to expand the product offerings within the Enterprise Business Solutions segment. The acquisition
was accounted for as a purchase, and accordingly, the results of operations of Corticon are included in our operating
results from the date of acquisition. We paid the purchase price in cash from available funds.
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The allocation of the purchase price is as follows (in thousands):

Preliminary Final Life
Allocation Allocation
Accounts receivable $835 $835
Property and equipment 112 112
Other assets 125 125
Acquired intangible assets 4,910 4,910 3 to 7 years
Deferred taxes (1,814 ) 4,033
Goodwill 24,842 19,427
Accounts payable and other liabilities (2,471 ) (2,903 )
Deferred revenue (3,639 ) (3,639 )
Net cash paid $22.900 $22,900

We recorded the excess of the purchase price over the identified tangible and intangible assets as goodwill. We
believe that the investment value of the future enhancement of our product and solution offerings created as a result of
this acquisition has principally contributed to a purchase price that resulted in the recognition of $19.4 million of
goodwill, which is not deductible for tax purposes. The allocation of the purchase price was completed in the second
quarter of fiscal 2012, upon the finalization of our valuation of acquired deferred tax assets and liabilities.

We have not disclosed the amount of revenues and earnings of Corticon since acquisition, nor pro forma financial
information, as those amounts are not significant to our condensed consolidated financial statements.

Note 7: Line of Credit

Our credit facility provides for a revolving line of credit in the amount of $150.0 million, with a sublimit for the
issuance of standby letters of credit in a face amount up to $25.0 million and swing line loans up to $20.0 million. The
credit facility also permits us to increase the revolving line of credit by up to an additional $75.0 million subject to
receiving further commitments from lenders and certain other conditions. As of May 31, 2012, there were no amounts
outstanding under the revolving line and $0.2 million of letters of credit.

Note 8: Contingencies

We are subject to various legal proceedings and claims, either asserted or unasserted, which arise in the ordinary
course of business. While the outcome of these claims cannot be predicted with certainty, management does not
believe that the outcome of any of these other legal matters will have a material effect on our financial position or
results of operations.

On January 21, 2010, JuxtaComm-Texas Software, LLC (JuxtaComm) filed a complaint in the Eastern District of
Texas against Progress Software, two of our subsidiaries and 19 other defendants, alleging infringement of
JuxtaComm’s U.S. patent 6,195,662 (“System for Transforming and Exchanging Data Between Distributed
Heterogeneous Computer Systems”). In its amended complaint, JuxtaComm alleg