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Payment of Filing Fee (Check the appropriate box):

X No fee required.

Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on which
the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:
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Fee paid previously with preliminary materials.

Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting fee
was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its filing.

(1)  Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:
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(4) Date Filed:
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Dear Stockholder:

We cordially invite you to attend our 2011 Annual Meeting of Stockholders on Tuesday, July 12, 2011 at 101 Main Street, Cambridge,
Massachusetts. The Annual Meeting will commence at 9:00 a.m., local time.

The following Notice of Annual Meeting of Stockholders and proxy statement describe the items to be considered by our stockholders and
contain certain information about Pegasystems and our officers and Directors.

Please vote your shares by submitting your proxy in the manner described herein so that your shares can be voted at the Annual Meeting in
accordance with your instructions. Even if you plan to attend the Annual Meeting, we urge you to vote your shares prior to the meeting. You can
revoke your proxy at any time before the Annual Meeting, or vote your shares personally if you attend the Annual Meeting.

We look forward to seeing you on July 12, 2011.

Sincerely,

Alan Trefler
Chairman and Chief Executive Officer

May 27, 2011
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PEGASYSTEMS INC.
101 Main Street
Cambridge, MA 02142
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on July 12, 2011
To our Stockholders:

The 2011 Annual Meeting of Stockholders of Pegasystems Inc. will be held at 101 Main Street, Cambridge, Massachusetts, on Tuesday, July 12,
2011 at 9:00 a.m., local time. At the meeting, stockholders will consider and vote on the following matters:

1. To elect the six members of the Board of Directors named in our proxy statement for a one-year term.

2. To conduct a non-binding advisory vote on the compensation of our named executive officers.

3. To conduct a non-binding advisory vote on the frequency of the stockholder advisory vote on the compensation of our named
executive officers.

4.  To approve the Pegasystems Inc. Amended and Restated 2004 Long-Term Incentive Plan.

5. To ratify the selection by the Audit Committee of our Board of Directors of Deloitte & Touche LLP as our independent
registered public accounting firm for the year ending December 31, 2011.
The stockholders will also act on any other business as may properly come before the meeting.

Stockholders of record at the close of business on May 16, 2011 are entitled to vote at the meeting.

We are pleased to comply with the Securities and Exchange Commission rules that direct companies to distribute their proxy materials over the
Internet, as we have done in past years. This process is often informally referred to as e-proxy. As aresult, we are mailing a Notice of Internet
Availability of Proxy Materials (the Notice ) instead of paper copies of this notice, our proxy statement, our proxy card, and our 2010 Annual
Report on Form 10-K, including as amended by our Amendment No. 1 on Form 10-K/A. The Notice contains instructions about how to access
these materials via the Internet and how to request paper copies of these materials if you prefer.

You are cordially invited to attend the meeting in person if possible. Whether you plan to attend the meeting or not, please vote your shares by
submitting your proxy via the Internet or by completing, signing, dating and returning a proxy card in the manner described in the proxy
statement. You can change your vote and revoke your proxy at any time before the polls close at the meeting by following the procedures
described in the proxy statement.

By Order of the Board of Directors,

Shawn Hoyt

General Counsel and Secretary
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Cambridge, Massachusetts

May 27, 2011
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PEGASYSTEMS INC.

101 Main Street
Cambridge, MA 02142
PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
To be held on July 12, 2011
This proxy statement contains information about the 2011 Annual Meeting of Stockholders of Pegasystems Inc. (the Annual Meeting ). The
Annual Meeting will be held on Tuesday, July 12, 2011, beginning at 9:00 a.m., local time, at 101 Main Street, Cambridge, Massachusetts.
Unless the context otherwise requires, references in this proxy statement to Pegasystems, the Company, we, us or our refer to Pegasystems I
This proxy statement is furnished in connection with the solicitation of proxies by our Board of Directors for use at the Annual Meeting and at
any adjournment of that meeting. All proxies will be voted in accordance with the instructions they contain. If no instruction is specified on a
proxy, it will be voted in favor of Proposals 1, 2, 3, 4 and 5 set forth in the notice of the Annual Meeting, except as otherwise noted below. A
stockholder may change any vote and revoke any proxy at any time before it is exercised by giving our Secretary written notice to that effect.
Pursuant to Rule 14a-16, our Annual Report on Form 10-K, including as amended by our Amendment No. 1 on Form 10-K/A for the year ended
December 31, 2010 ( Annual Report ) is being made available to stockholders along with these proxy materials on or about May 27, 2011 at the
following URL: www.edocumentview.com/pega. The Annual Report does not constitute any part of this proxy statement.
INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

What is the purpose of the Annual Meeting?

At the Annual Meeting, stockholders will consider and vote on the following matters:

1. To elect the six members of the Board of Directors named in this proxy statement for a one-year term.
Please see the discussion under the topic Election of Directors in this proxy statement for further information regarding Proposal 1 that our
stockholders should consider in determining their vote.

2. To conduct a non-binding advisory vote on the compensation of our named executive officers (also referred to as Say on Pay ), as
described in the Compensation Discussion and Analysis section and elsewhere in this proxy statement.
Please see the discussion under the topics Advisory Vote on Executive Compensation, = Compensation Discussion and Analysis, = Executive
Compensation and the Report of the Compensation Committee on Executive Compensation in this proxy statement for further information
regarding Proposal 2 that our stockholders should consider in determining their vote.

3. To conduct a non-binding advisory vote on the frequency of the stockholder advisory vote on the compensation of our named
executive officers (also referred to as  Say on Frequency ).
Please see the discussion under the topic Frequency of Advisory Vote on Executive Compensation in this proxy statement for further
information regarding Proposal 3 that our stockholders should consider in determining their vote.
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4.  To approve the Pegasystems Inc. Amended and Restated 2004 Long-Term Incentive Plan (the Plan ).
Please see the discussion under the topic Approval of the Pegasystems Inc. Amended and Restated 2004 Long-Term Incentive Plan in this proxy
statement for further information regarding Proposal 4 that our stockholders should consider in determining their vote.

5. To ratify the selection by the Audit Committee of our Board of Directors of Deloitte & Touche LLP as our independent
registered public accounting firm for the year ending December 31, 2011.
Please see the discussion under the topic Ratification of the Selection Independent Registered Public Accounting Firm in this proxy statement
for further information regarding Proposal 5 that our stockholders should consider in determining their vote.

The stockholders will also act on any other business that may properly come before the Annual Meeting.
Who can vote?

To be able to vote, you must have been a stockholder of record at the close of business on May 16, 2011 (the record date ). This date is the record
date for the Annual Meeting. The number of outstanding shares of our common stock entitled to vote at the Annual Meeting is 37,365,199.

How many votes do I have?

Each share of our common stock that you owned on the record date entitles you to one vote on each matter that is before the stockholders at the
Annual Meeting.

Is my vote important?
Your vote is important regardless of how many shares you own. Please take the time to vote. Take a moment to read the instructions below.

Why did I receive a notice in the mail regarding the Internet availability of proxy materials this year instead of a full set of proxy
materials?

We are pleased to comply with the Securities and Exchange Commission, or SEC, rules that direct companies to distribute their proxy materials
over the Internet, as we have done in past years. As a result, we have sent our stockholders and beneficial owners a Notice of Internet
Availability of Proxy Materials (the Notice ) instead of paper copies of this proxy statement, our proxy card, and our Annual Report. Detailed
instructions on how to access these materials via the Internet may be found in the Notice.

How can I vote?

If you hold your shares of record, you may vote via the Internet or by mail, or you may vote in person at the Annual Meeting. If your shares are
held in street name by a bank or brokerage firm, please see the first sentence of the Can I vote if my shares are held in street name ? section
below for instructions regarding how to vote your shares.

Voting by Internet. You may submit your proxy via the Internet by following the instructions provided in the Notice and on the proxy card.

Voting by mail. You may vote by printing, completing, signing and dating the proxy card that accompanies this proxy statement and promptly
mailing it in accordance with the instructions provided on the proxy card.

Table of Contents 10



Edgar Filing: PEGASYSTEMS INC - Form DEF 14A

Table of Conten

The shares you own will be voted according to the instructions on the proxy you submit via the Internet or by mail, as applicable. If you return
the proxy but do not give any instructions on a particular matter described in this proxy statement, the shares you own will be voted in
accordance with the recommendations of our Board of Directors. The Board of Directors recommends a vote FOR Proposals 1, 2, 4, and 5 and
FOR a one-year frequency on Proposal 3.

Voting in person. If you attend the Annual Meeting, you may vote by delivering your completed proxy in person or you may vote by completing
a ballot. Ballots will be available at the Annual Meeting.

Can I vote my shares by filling out and returning the Notice of Internet Availability of Proxy Materials?

No. The Notice contains instructions on how to vote via the Internet, by requesting and returning a paper proxy card, or by submitting a ballot in
person at the Annual Meeting.

I prefer to read my proxy materials on paper. How do I get paper copies?

The Notice contains instructions on how to request paper copies by phone, email, or via the Internet. You will be sent the materials by first class
mail within three business days of your request, at no cost to you. If you receive your proxy materials by mail, you may vote your shares by
completing, signing and dating the proxy card that accompanies this proxy statement and promptly mailing it in the enclosed postage-prepaid
envelope. Once you request paper copies, you will continue to receive the materials in paper form until you instruct us otherwise. Please note,
however, that the online proxy materials will also be in a format suitable for printing on your own printer.

Can I change my vote after I have submitted my proxy?

Yes. You can change your vote and revoke your proxy at any time before the polls close at the Annual Meeting by doing any one of the
following things:

signing another proxy with a later date;

giving our Secretary a written notice before or at the Annual Meeting that you want to revoke your proxy; or

voting in person at the Annual Meeting.

Your attendance at the Annual Meeting alone will not revoke your proxy.

Can I vote if my shares are held in street name ?

If the shares you own are held in street name by a bank or brokerage firm, your bank or brokerage firm, as the record holder of your shares, is
required to vote your shares according to your instructions. To vote your shares, you will need to follow the directions your bank or brokerage
firm provides you. Many banks and brokerage firms also offer the option of voting over the Internet or by telephone, instructions for which
would be provided by your bank or brokerage firm on your vote instruction form.

If your shares are held in street name, you must bring an account statement or letter from your brokerage firm or bank showing that you are the
beneficial owner of the shares as of the record date in order to be admitted to the Annual Meeting on July 12, 2011. To be able to vote your
shares held in street name at the Annual Meeting, you will need to obtain a proxy card from the holder of record.
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What will happen if I do not give my bank or brokerage firm instructions on how to vote my shares?

If you do not give your bank or broker instructions as to how to vote on Proposal 1 (Election of Directors), Proposal 2 (Advisory Vote on

Executive Compensation, Say on Pay ), Proposal 3 (Frequency of Advisory Vote on Executive Compensation, Say on Frequency ), or Proposal 4
(Approval of the Pegasystems Inc. Amended and Restated 2004 Long-Term Incentive Plan) described in this proxy statement, your shares will

not be voted as to that Proposal at the Annual Meeting. This is due to recent rule changes approved by the SEC, under which banks and brokers

are no longer permitted to vote shares in such elections without express instruction from the beneficial owners of those shares. Therefore, your
broker may not vote with respect to these items and those unvoted shares will be counted as broker non-votes, which are described in the section
below. If you do not give your bank or broker instructions as to how to vote on Proposal 5 (Ratification of Independent Registered Public

Accounting Firm) described in this proxy statement, however, your bank or broker may be entitled to use its discretion in voting your shares as

to that Proposal in accordance with industry practice.

What constitutes a quorum?

For business to be conducted at the Annual Meeting with respect to a particular matter, a quorum must be present for that particular matter. For
each of the Proposals described in this proxy statement, a quorum consists of the holders of a majority of the votes entitled to be cast on the
matter (including shares as to which a nominee has no voting authority) at the Annual Meeting, or at least 18,682,600 shares of our common
stock.

Shares of common stock represented in person or by proxy (including shares that abstain or do not vote with respect to one or more of the
matters to be voted upon) will be counted for the purpose of determining whether a quorum exists. A share once represented for any purpose at
the Annual Meeting is deemed present for quorum purposes for the remainder of the meeting and for any adjournment of the meeting unless

(1) the stockholder attends solely to object to lack of notice, defective notice or the conduct of the meeting on other grounds and does not vote
the shares or otherwise consent that they are to be deemed present, or (2) in the case of an adjournment, a new record date is or will be set for
that adjourned meeting. Shares of stock represented by broker non-votes will also be treated as present for purposes of determining whether a
quorum exists. Broker non-votes are shares of stock held in record name by brokers or nominees as to which:

instructions have not been received from the beneficial owners or persons entitled to vote;

the broker or nominee does not have discretionary voting power under applicable rules or the instrument under which it serves in
such capacity; and

the record holder has indicated on the proxy card or has executed a proxy and otherwise notified us that it does not have authority to
vote such shares on that matter.
What vote is required for each item?

Election of Directors. With respect to each of the six nominees for Director, the number of votes cast at the Annual Meeting in favor of such
nominee must represent a majority of the votes entitled to be cast in an Election of Directors by all issued and outstanding shares of common
stock. This means that if any nominee is one of the six nominees receiving the highest number of votes cast at the Annual Meeting, but the
number of votes cast for such nominee does not represent a majority of the votes entitled to be cast in an Election of Directors by all issued and
outstanding shares, such nominee will not be elected as a Director.

Advisory Vote on Executive Compensation, Say on Pay ; and, Frequency of Advisory Vote on Executive Compensation, Say on Frequency.
The Company is seeking a non-binding advisory vote regarding the compensation of our named executive officers. The affirmative vote of the
holders of shares representing a majority of the votes entitled to be cast at the Annual Meeting is required to approve this matter. The Company
is also seeking a non-binding advisory vote regarding whether stockholders prefer to vote on the compensation of our named executive officers
and our executive compensation program each year, every two years, or every three
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years. While both of these votes are non-binding and advisory in nature, our Board of Directors and Compensation Committee will consider the
outcome of the votes when determining executive compensation arrangements. In the case of the Say on Frequency vote, although the Board is
recommending annual frequency, the Company will consider adopting the frequency which receives the greatest number of stockholder votes.

Other Matters. The other matters to be voted on at the Annual Meeting, including the approval of the Pegasystems Inc. Amended and Restated
2004 Long-Term Incentive Plan and the ratification of our independent registered public accounting firm, will be approved if the votes cast at
the Annual Meeting in favor of the matter exceed the votes cast opposing the matter.

How will votes be counted?

Each share of common stock will be counted as one vote according to the instructions contained on a proper proxy card, whether executed by

you directly or on a ballot voted in person at the Annual Meeting. Shares will not be voted in favor of a matter, and will not be counted as voting
on a matter, if they either, (1) abstain from voting on a particular matter, or (2) are broker non-votes. Banks and brokers that do not receive
instructions with respect to Proposals 1, 2, 3, and 4 will not be allowed to vote these shares, which will then be counted as broker non-votes
instead of votes for or against. Accordingly, abstentions and broker non-votes will not be counted as votes in favor of a proposal and will also
not be counted as votes cast or shares voted on such proposal.

Abstentions and broker non-votes will have no effect on the outcome of voting with respect to Proposals 4 (Approval of the Pegasystems Inc.
Amended and Restated 2004 Long-Term Incentive Plan) and 5 (Ratification of Independent Registered Public Accounting Firm), because these
Proposals will be approved if the votes cast at the Annual Meeting in favor of the Proposal exceed the votes cast opposing the Proposal.
Abstentions and broker non votes, however, will have the effect of negative votes with respect to Proposal 1 (Election of Directors) because, as
described above, each nominee for Director must receive the affirmative vote of the holders of a majority of the votes entitled to be cast in an
Election of Directors by all issued and outstanding shares of common stock.

Who will count the votes?

The votes will be counted, tabulated and certified by our transfer agent and registrar, Computershare Investor Services, and Shawn Hoyt, our
General Counsel and Secretary, will serve as the inspector of elections at the Annual Meeting.

How does the Board of Directors recommend that I vote on the Proposals?

The Board of Directors recommends that you vote:

FOR the election of the six members of the Board of Directors named in this proxy statement to hold office for one year (Proposal
L);

FOR the approval by non-binding advisory vote of the compensation of our named executive officers (Proposal 2);

FOR holding the non-binding advisory vote on the compensation of our named executive officers every year beginning with the
2011 Annual Meeting of Stockholders (Proposal 3);

FOR the approval of the Pegasystems Inc. Amended and Restated 2004 Long-Term Incentive Plan (Proposal 4); and

FOR the ratification of the selection by the Audit Committee of our Board of Directors of Deloitte & Touche LLP as our independent
registered public accounting firm for the year ending December 31, 2011 (Proposal 5).
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Will any other business be conducted at the Annual Meeting or will other matters be voted on?

The Board of Directors does not know of any other matters that may come before the Annual Meeting. If any matter properly comes before the
Annual Meeting, the persons named in the proxy card will exercise their judgment in deciding how to vote, or otherwise act, at the Annual
Meeting with respect to that matter or proposal.

Where can I find the voting results?
We will report the voting results in a Current Report on Form 8-K, which will be filed within four business days after the Annual Meeting.
How and when may I submit a stockholder proposal for the 2012 annual meeting?

If you are interested in submitting a proposal for inclusion in the proxy statement for the 2012 annual meeting, you need to follow the
procedures outlined in Rule 14a-8 under the Securities Exchange Act of 1934 and in the Company s Amended and Restated Bylaws. To be
eligible for inclusion, we must receive your stockholder proposal intended for inclusion in the proxy statement for the 2012 Annual Meeting of
Stockholders at our principal corporate offices in Cambridge, Massachusetts as set forth below no earlier than March 14, 2012 and no later than
April 13, 2012.

If a stockholder wishes to present a proposal before the 2012 Annual Meeting of Stockholders, but does not wish to have the proposal considered
for inclusion in the proxy statement and proxy card, the stockholder must also give written notice to us at the address noted below and follow the
procedures outlined in the Company s Amended and Restated Bylaws. The required notice must be received by us no earlier than March 14, 2012
and no later than April 13, 2012.

Any proposals or notices should be sent to:
Pegasystems Inc.

101 Main Street

Cambridge, MA 02142-1590

Attention: General Counsel and Secretary

Who will bear the costs of soliciting these proxies?

We will bear the costs of solicitation of proxies. Brokers, custodians and fiduciaries will be requested to forward proxy soliciting material to the
owners of shares of our common stock they hold in their names. We will reimburse banks and brokers for their reasonable out-of-pocket
expenses incurred in connection with the distribution of proxy materials.

How can I obtain an Annual Report on Form 10-K?

Our Annual Report is available on or about May 27, 2011 at the following URL: www.edocumentview.com/pega. If you would like a copy of
this document, we will send it to you without charge. Please contact:

Pegasystems Inc.

101 Main Street

Cambridge, MA 02142-1590

Attention: General Counsel and Secretary

Telephone: (617) 374-9600
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Whom should I contact if I have any questions?

If you have any questions about the Annual Meeting or your ownership of our common stock, please contact Shawn Hoyt, our General Counsel
and Secretary, at the address or telephone number listed above.

Householding of Annual Meeting Materials

Some banks, brokers and other nominee record holders may be participating in the practice of householding proxy statements and annual reports.
This means that only one copy of our proxy statement and Annual Report to stockholders may have been sent to multiple stockholders in your
household. We will promptly deliver a separate copy of either document to you if you contact us at the following address or telephone number:

Pegasystems Inc.

101 Main Street

Cambridge, MA 02142-1590

Attention: General Counsel and Secretary
Telephone: (617) 374-9600

If you want to receive separate copies of the proxy statement or Annual Report to stockholders in the future, or if you are receiving multiple
copies and would like to receive only one copy per household, you should contact your bank, broker, or other nominee record holder, or you
may contact us at the above address or telephone number.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information, which, except as otherwise noted below, is as of January 31, 2011, with respect to the
beneficial ownership of our common stock by:

the stockholders we know to beneficially own more than 5% of our outstanding common stock;

each Director;

each executive officer named in the Summary Compensation Table included below in this proxy statement; and

all of our executive officers and Directors as a group.
Unless otherwise indicated, the address of each person listed below is c/o Pegasystems Inc., 101 Main Street, Cambridge, MA 02142.

NAME OF

BENEFICIAL OWNER
5% Stockholders

Alan Trefler (3)
FMR, LLC (4)

82 Devonshire Street,
Boston, MA

BAMCO INC/NY (5)
767 Fifth Avenue,
New York, NY

Directors
Alan Trefler

Craig Conway
Peter Gyenes
Richard Jones (6)
Steven Kaplan
James O Halloran
William Wyman (7)

Named Executive Officers
Alan Trefler

Craig Dynes

Douglas Kra

Michael Pyle

Leon Trefler

All executive officers and Directors as
a group (8)
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NUMBER OF
SHARES
OWNED

20,053,069
3,768,259

2,231,854

See 5%

Stockholders Above
2,673
6,270
535,654
22,167
65,193

22,167

See 5%

Stockholders Above
2,951
5,998
5,302

434

20,722,179

NUMBER OF
NUMBER OF RESTRICTED
OPTIONS STOCK
EXERCISABLE UNITS VESTING
See 5% See 5%
Stockholders Above Stockholders Above
1,329
1,451
90,000
64,953
65,000
See 5% See 5%

Stockholders Above Stockholders Above

38,712 903
59,212 895
83,686 2,707
6,068 1,731
411,767 9,668

TOTAL SHARES
BENEFICIALLY
OWNED (1)

20,053,069
3,768,259

2,231,854

See 5%

Stockholders Above
4,002
7,721
625,654
87,120
65,193
87,167

See 5%

Stockholders Above
42,566
66,105
91,695
8,233

21,143,614

PERCENTAGE
OF SHARES
BENEFICIALLY
OWNED (2)

53.82%
10.11%

5.99%

See 5%

Stockholders Above

*
1.68%
*

*

See 5%

Stockholders Above

*
*
*

*

56.12%
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Represents beneficial ownership of less than 1% of our outstanding common stock.

The number of shares of common stock beneficially owned by each person is determined under rules promulgated by the SEC. Under these rules, a person is
deemed to have beneficial ownership of any shares over which that person has or shares voting or investing power, plus any shares that the person has the
right to acquire within 60 days, including through the exercise of stock options. To our knowledge, unless otherwise indicated, all of the persons listed above
have sole voting and investment power with respect to their shares of common stock, except to the extent authority is shared by spouses under applicable law.
The percent ownership for each stockholder is calculated by dividing the total number of shares beneficially owned by the stockholder by 37,257,476 shares
(the number of shares of our common stock outstanding on January 31, 2011) plus any shares acquirable (including pursuant to stock options exercisable and
RSUs vesting) by the stockholder within 60 days after January 31, 2011, and multiplying the result by 100.

Includes 42,000 shares of common stock held by the Trefler Foundation, of which Alan Trefler is a trustee. Mr. Trefler has voting and dispositive power over
such shares, but has no pecuniary interest with respect to such shares. Mr. Trefler maintains margin securities accounts at one or more brokerage firms, and
the positions held in such accounts, which may from time to time include shares of our common stock, may be used as collateral security for the repayment of
any debit balances in those accounts, if any. As of January 31, 2011, Mr. Trefler held 795,000 shares of our common stock in these accounts.

As reported in the Schedule 13G/A filed by FMR LLC and Edward C. Johnson 3rd with the SEC on March 10, 2011.

As reported in the Schedule 13G filed by BAMCO, Inc., Baron Capital Group, Inc., Baron Capital Management, Inc., Baron Small Cap Fund and Ronald
Baron on February 14, 2011.

Includes 54,577 shares of common stock held by a grantor retained annuity trust, of which Mr. Jones is a trustee. Mr. Jones has voting and dispositive power
over such shares, but has no pecuniary interest with respect to such shares. Mr. Jones maintains margin securities accounts at one or more brokerage firms,
and the positions held in such accounts, which may from time to time include shares of our common stock, may be used as collateral security for the
repayment of any debit balances in those accounts, if any. As of January 31, 2011, Mr. Jones held 235,000 shares of our common stock in these accounts.

Mr. Wyman maintains margin securities accounts at one or more brokerage firms, and the positions held in such accounts, which may from time to time
include shares of our common stock, may be used as collateral security for the repayment of any debit balances in those accounts, if any. As of January 31,
2011, Mr. Wyman held 22,167 shares of our common stock in these accounts.

Includes all persons who were Directors or executive officers of the Company (12 persons) on January 31, 2011.
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ELECTION OF DIRECTORS
(Proposal 1 of Notice)

There are currently seven members of our Board of Directors, each of whom serves for a one-year term expiring at each annual meeting of
stockholders. This year, upon the recommendation of the Nominating Committee of our Board of Directors, the Board has nominated Peter
Gyenes, Richard Jones, Steven Kaplan, James O Halloran, Alan Trefler and William Wyman for re-election to the Board of Directors.

On May 4, 2011, Craig Conway informed the Company that he will not stand for re-election as Director of the Company. Mr. Conway has been

a Director of the Company since 2009 and is currently serving as a member of the Compensation Committee. Mr. Conway s decision not to stand
for re-election was due to other business commitments, including travel and time demands, and not due to a disagreement with the Company. He
will continue to serve as a Director of the Company until the Company s Annual Meeting.

The persons named in the proxy card as proxies will vote to elect each of the nominees, unless you vote against the election of one or more
nominees or abstain from voting on the election of one or more nominees, in each case, by marking the proxy card to that effect. If any of the
nominees shall become unable or unwilling to serve, the proxies, unless authority has been withheld as to such nominee, may be voted for
election of a substitute nominee designated by our Board of Directors, or the Board of Directors may reduce the number of Directors. Proxies
may not be voted for more than six persons.

There are no family relationships among any of our executive officers or Directors, with the exception of Alan Trefler, whose brother, Leon
Trefler, became the Senior Vice President, Sales, in January 2010, and an executive officer of the Company at that time.

The Board of Directors recommends that you vote FOR the election of the nominees as Directors, and proxies solicited by the Board will
be voted in favor thereof unless a stockholder has indicated otherwise on the proxy.

The following information is furnished with respect to each of our Directors, which information is as of January 31, 2011. The information
presented details the characteristics, qualifications, attributes and skills that led to the Board s conclusion that each of our Directors is qualified to
serve on the Board, including significant professional experience and service on the boards of other companies. It includes information each
Director has given us about his age, all positions he holds with us, his principal occupation and business experience during at least the past five
years, and the names of other publicly-held companies of which he serves as a Director. Additionally, it is our view that each Director exhibits
integrity and high ethical standards, as well as sound business judgment and acumen, which are valued and expected characteristics for our
Directors. Information about the number of shares of common stock beneficially owned by each Director, directly and indirectly, appears above
under the heading Security Ownership of Certain Beneficial Owners and Management.

Nominees for Election for a Term of One Year Expiring in 2012

Peter Gyenes, 65, has been a Director of Pegasystems since March 2009. He also serves on our Audit and Nominating Committees. Mr. Gyenes
has four decades of experience in global technical, sales, marketing, and general management positions within the software and computer
systems industries. He is currently the Non-Executive Chairman of Sophos plc, a global security software company. He is an active investor and
board member focusing on technology market opportunities. Mr. Gyenes also serves on the board of Lawson Software, Inc., a global provider of
enterprise software solutions, VistaPrint Limited, a global e-commerce provider of marketing services to small businesses, IntraLinks, Inc., a
global provider of virtual data rooms, RealPage, Inc., a provider of web-based property management software, as well as a number of privately
held technology companies, and is a Trustee Emeritus of the Massachusetts Technology Leadership Council. Mr. Gyenes served on the board of
Netezza Corporation (until 2010), Bladelogic, Inc. (until 2008), webMethods, Inc. (until 2007)
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and Applix, Inc. (until 2007). He served as Chairman and CEO of Ascential Software, as well as of its predecessor companies VMark Software,
Ardent Software and Informix, and led its growth into the data integration market leader, from 1996 until it was acquired by IBM in 2005.
Previously, Mr. Gyenes served as President and CEO of Racal InterLan, Inc., and in executive positions at Data General Corporation, Encore
Computer Corporation and Prime Computer, Inc. Earlier in his career, he held sales and technical positions at Xerox Data Systems and IBM. He
is a graduate of Columbia University where he received both his B.A. in mathematics and his M.B.A. degree. Mr. Gyenes was awarded the 2005
New England Region Ernst & Young Entrepreneur of the Year award in Software. We believe Mr. Gyenes qualifications to serve on our Board
of Directors include his four decades of leadership roles for global technology companies, including his positions as a chief executive officer and
director, as well as his proven ability to bridge strategy with operational excellence and his experience with mergers and acquisitions.

Richard Jones, 59, joined Pegasystems in October 1999, serving as President and Chief Operating Officer until September 2002. Mr. Jones was
a part-time employee of Pegasystems from July 2002 to July 2007. He was elected a Director of Pegasystems in November 2000, and became
Vice Chairman in September 2002. From 1995 to 1997, he served as a Chief Asset Management Executive and member of the Operating
Committee at Barnett Banks, Inc., which at the time was among the nation s 25 largest banks. He served as Chief Executive Officer of Fleet
Investment Services, a brokerage and wealth management organization from 1991 to 1995. His prior experience also includes serving as
Executive Vice President with Fidelity Investments, an international provider of financial services and investment resources, and as a principal
with the consulting firm of Booz, Allen & Hamilton. Since June 1995, Mr. Jones has served as Chairman of Jones Boys Ventures, a retailer.

Mr. Jones serves as a Director of Buyers Access, LLC, a purchasing and cost control specialist for the housing market, as well as Colo5, LLC,
an independent data center operator and is currently a Trustee of Episcopal High School in Jacksonville, Florida. Mr. Jones holds an
undergraduate degree from Duke University, with majors in both economics and management science. He also holds an M.B.A. degree from the
Wharton School of the University of Pennsylvania. We believe Mr. Jones qualifications to serve on our Board of Directors include his financial
expertise and business acumen, as well as his experience gained while serving as Pegasystems President and Chief Operating Officer.

Steven Kaplan, 55, has been a Director of Pegasystems since August 1999. In December 2000, he was elected a member of our Audit
Committee, and in April 2004, he was elected a member of our Nominating Committee. Mr. Kaplan has served as a general partner of Riverside
Partners, LLC, a private equity firm, since October 2006. He has been President of Kaplan Advisors LLC, a financial and strategy consulting
firm, since January 2004. He was a Managing Director of The Audax Group, a private equity and venture capital firm, from January 2000 until
December 2003. From 1998 to 2000, Mr. Kaplan was affiliated with Texas Pacific Group, a private equity firm, and he served as President,
Chief Operating Officer and Chief Financial Officer of Favorite Brands International Holding Corp., a confectionery company controlled by
Texas Pacific Group. From 1996 to 1997, Mr. Kaplan was Executive Vice President and Chief Financial Officer of the Coleman Company, Inc.,
an international manufacturer of camping, outdoor recreation and hardware equipment. Mr. Kaplan holds an M.S. in management, a B.S. in
electrical engineering and, computer science and a B.S. in management science from the Massachusetts Institute of Technology. We believe
Mr. Kaplan s qualifications to serve on our Board of Directors include his significant business and operational experience, including positions as
a chief financial officer and director for several companies, as well as his experience with mergers and acquisitions.

James O Halloran, 79, has been a Director of Pegasystems since 1999. In November of 2004, he was elected a member of our Audit and
Nominating Committees, and he was elected a member of our Compensation Committee in April of 2005. From June 1999 to August 2001, he
was the Senior Vice President, Chief Financial Officer, Treasurer, and Secretary of Pegasystems. From 1991 to 1999 he served as President of G
& J Associates, Ltd., a financial consulting firm. From 1956 to 1990, he was with the international accounting firm of Arthur Andersen LLP,
serving as an audit partner from 1967 to his retirement in 1990. From August 2002 to February 2004, Mr. O Halloran served as President and
Chief Operating Officer of FabTech Industries of Brevard, Inc., a certified supplier of precision components for the aerospace, defense, medical,
fuel cell and high tech industries.
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From 2004 to 2009, he served as a director of Omtool, Ltd., a software firm focusing on electronic business document exchange systems.

Mr. O Halloran holds degrees in business administration and accounting from Boston College. We believe Mr. O Halloran s qualifications to serve
on our Board of Directors include his extensive experience with public and financial accounting matters for global organizations, including his

past service as Pegasystems Chief Financial Officer and as an audit partner for more than two decades with Arthur Andersen LLP.

Alan Trefler, 55, a founder of Pegasystems, has served as Chief Executive Officer and Chairman of the Board of Directors since Pegasystems
was organized in 1983. Prior to 1983, he managed an electronic funds transfer product for TMI Systems Corporation, a software and services
company. Mr. Trefler holds a B.A. degree in economics and computer science from Dartmouth College. We believe Mr. Trefler s qualifications
to serve on our Board of Directors include his extensive experience in the software industry, including as our founder, Chief Executive Officer
and Chairman of our Board of Directors since the Company s inception in 1983.

William Wyman, 73, has been a Director of Pegasystems since June 2000. In December 2000, he was elected a member of our Audit Committee
and served until June of 2010. In April 2004 he was elected a member of our Nominating Committee, and in June 2006 he was elected a member
of our Compensation Committee. In 2001, Mr. Wyman served as the Chief Executive Officer of Predictive Systems, Inc., which was a systems
consulting and installation company. In 1984, Mr. Wyman co-founded Oliver Wyman and Company, a management consulting firm serving
large financial institutions. He served as Managing Partner until 1995, when he became a counselor to chief executives of several companies,
and a director for a number of companies in the technology and financial sectors. Mr. Wyman serves as a director of Dice Holdings Inc. a
company that operates an online job board, Castle Harlan, a private equity firm, Sprout Group, a private equity firm and Allston Holding LLC, a
private proprietary trading firm. He also served from 2005 to 2009 as a director of Datascope Corp., a public company that manufactures
medical devices. Prior to 1984, Mr. Wyman was a senior partner at Booz, Allen & Hamilton, where he served as President of the Management
Consulting Group and head of the Financial Industries Practice. Mr. Wyman holds a degree in economics with honors from Colgate University
and an M.B.A. degree from the Harvard Business School. We believe Mr. Wyman s qualifications to serve on our Board of Directors include his
extensive experience as a strategic advisor to technology companies and his executive leadership roles, as well as his service on several other
boards.
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CORPORATE GOVERNANCE
General

We believe that good corporate governance is important to ensure that Pegasystems is managed for the long-term benefit of its stockholders and
are committed to maintaining sound corporate governance principles. During the past year, we continued to review our corporate governance
policies and practices and to compare them to those suggested by various authorities in corporate governance and the practices of other public
companies. We have also continued to review the provisions of the Sarbanes-Oxley Act of 2002, the existing and proposed rules of the SEC and
the listing standards of the NASDAQ Global Select Market ( Nasdaq ). Our corporate governance principles are described on the Governance
section of our website at www.pega.com.

We have adopted a written Code of Conduct that applies to our Board of Directors and all of our employees, including our principal executive
officer, principal financial officer and principal accounting officer, or persons performing similar functions.

You can access our current committee charters and Code of Conduct in the Governance section of our website_at www.pega.com or by
contacting:

Shawn Hoyt

General Counsel and Secretary
Pegasystems Inc.

101 Main Street

Cambridge, MA 02142-1590
Phone: (617) 374-9600
Determination of Independence

Our Board of Directors has determined that none of Messrs. Conway, Gyenes, Jones, Kaplan, O Halloran or Wyman has a material relationship

with us (either directly or as a partner, stockholder or officer of an organization that has a relationship with us) and that each of these Directors is
independent within the meaning of Nasdaq s director independence standards. Mr. Jones, who formerly served as Pegasystems President, as well

as Vice Chairman of our Board of Directors, has been deemed to be independent as of July 2010 since he resigned from his role as Vice

Chairman in July 2007. Our Board of Directors has further determined that each of the members of our Audit Committee, Compensation

Committee and Nominating Committee has no material relationship with us (either directly or as a partner, stockholder or officer of an

organization that has a relationship with us) and is independent within the meaning of Nasdaq s director independence standards. There were no

other transactions, relationships or arrangements not disclosed in this proxy statement that were relevant to the independence of the persons

serving as members of our Board of Directors in 2010.

Board Leadership Structure and Risk Oversight

Since our inception in 1983, Mr. Trefler, the Company s founder, has served as Chairman of our Board of Directors and as our Chief Executive
Officer. We believe our leadership structure, which is often adopted by other public companies in the United States, has been effective for the
Company, as evidenced by our solid performance and continued growth. Having a combined Chairman and Chief Executive Officer, along with
independent Board committees and a largely independent Board, provides balanced leadership for the Company.

In his dual capacity as both Chairman and Chief Executive Officer, Mr. Trefler provides a strong vision and voice for leading and representing
the Company to others, which provides cohesive management and reduces risk of confusion or redundant undertakings or messages. Mr. Trefler
effectively serves as a bridge between our Board of Directors and the Company. As our founder, Mr. Trefler has guided the Company during
almost three decades of growth. As such, he is most familiar with the Company s operations and best suited to lead it into the future.
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As part of our corporate governance process, our Board of Directors oversees the risk management process for the Company, which provides
further checks and balances to our leadership structure. The Board receives reports from members of senior management on the functional areas
for which they are responsible. Such reports may include operational, financial, sales, competitive, legal and regulatory, strategic and other risks,
as well as any related management and mitigation. In addition, as part of its core functions, the Audit Committee reviews our internal audit,
business and financial controls in collaboration with our senior management, including our Chief Compliance Officer, who reports directly to
the Committee.

Director Candidates

Our stockholders may recommend Director candidates for inclusion by the Board of Directors in the slate of nominees which the Board
recommends to our stockholders for election. The qualifications of recommended candidates will be reviewed by our Nominating Committee. If
the Board determines to nominate a stockholder-recommended candidate and recommends his or her election as a Director by the stockholders,
the name will be included in our proxy card for the stockholders meeting at which his or her election is recommended.

Stockholders may recommend individuals for the Nominating Committee to consider as potential Director candidates by submitting their names
and background to the Pegasystems Inc. Nominating Committee c/o Pegasystems Inc., 101 Main Street, Cambridge, MA 02142-1590, Attention:
General Counsel and Secretary. The Nominating Committee will consider a recommendation only if appropriate biographical information and
background material is provided on a timely basis. The process followed by the Nominating Committee to identify and evaluate candidates
includes requests to Board members and others for recommendations, meetings from time to time to evaluate biographical information and
background material relating to potential candidates and interviews of selected candidates by members of the Nominating Committee and the
Board. Assuming that appropriate biographical and background material is provided for candidates recommended by stockholders, the

Nominating Committee will evaluate those candidates by following substantially the same process, and applying the same criteria, as for new
candidates submitted by Board members.

In considering whether to recommend any candidate for inclusion in the Board s slate of recommended Director nominees, including candidates
recommended by stockholders, the Nominating Committee will apply the criteria appended to the Nominating Committee s charter. These
criteria include the candidate s integrity, business acumen, experience, commitment, diligence, conflicts of interest and the ability to act in the
interest of all stockholders. Although the Company does not have a formal policy regarding diversity, the value of diversity is also considered,
and the Nominating Committee charter specifically dictates that nominees shall not be discriminated against on the basis of race, religion,
national origin, sex, sexual orientation, disability or any other basis proscribed by law. The Nominating Committee considers diversity in the
broadest sense, encompassing also director experience, professions, skills, and background.

The Nominating Committee does not assign specific weights to particular criteria and no particular criterion is necessarily applicable to all
prospective nominees. We believe that the backgrounds and qualifications of the Directors, considered as a group, should provide a significant
composite mix of experience, knowledge and abilities that will allow the Board to fulfill its responsibilities. More specific information regarding
each Director nominee s qualifications can be found in th