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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2012

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
Commission File Number: 0-20853

ANSYS, Inc.

(Exact name of registrant as specified in its charter)

Delaware 04-3219960
(State or other jurisdiction of incorporation or organization) (L.R.S. Employer Identification No.)
275 Technology Drive, Canonsburg, PA 15317
(Address of principal executive offices) (Zip Code)

724-746-3304
(Registrant s telephone number, including area code)
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 x No ~
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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 x No ~

Indicate by a check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company (as defined in Exchange Act Rule 12b-2). (Check one):

Large accelerated filer x Accelerated filer
Non-accelerated filer 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 x

The number of shares of the Registrant s Common Stock, par value $.01 per share, outstanding as of July 27, 2012 was 92,334,047 shares.
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PARTI UNAUDITED FINANCIAL INFORMATION

Item 1. Financial Statements:
ANSYS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, less allowance for doubtful accounts of $4,050 and $4,101, respectively
Other receivables and current assets

Deferred income taxes

Total current assets

Property and equipment, net

Goodwill

Other intangible assets, net

Other long-term assets

Deferred income taxes

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:

Current portion of long-term debt and capital lease obligations
Accounts payable

Accrued bonuses and commissions

Accrued income taxes

Deferred income taxes

Other accrued expenses and liabilities

Deferred revenue

Total current liabilities

Long-term liabilities:

Long-term debt and capital lease obligations, less current portion
Deferred income taxes

Other long-term liabilities

Total long-term liabilities

Commitments and contingencies

Stockholders equity:

Preferred stock, $.01 par value; 2,000,000 shares authorized; zero shares issued or outstanding
Common stock, $.01 par value; 300,000,000 shares authorized; 93,201,905 and 92,651,739 shares issued,
respectively

Additional paid-in capital

Retained earnings

Treasury stock, at cost: 880,347 and O shares, respectively
Accumulated other comprehensive income

Total stockholders equity

Total liabilities and stockholders equity

June 30,
2012
(Unaudited)

$ 551,484
468

83,935
187,240
18,026
841,153
51,659
1,228,068
348,723
31,942
11,677

$ 2,513,222

$ 79,724
3,892
24,148
7,874

45

54,671
293,563
463,917

26,574
94,959
106,923
228,456
0

0

932
934,976
931,809
(54,192)

7,324
1,820,849
$ 2,513,222

The accompanying notes are an integral part of the condensed consolidated financial statements.
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December 31,
2011
(Audited)

$ 471,828
576

84,602
163,296
19,731
740,033
45,638
1,225,375
383,420
46,942
7,062

$ 2,448,470

$ 74,423
6,987

36,164
6,213

0

55,809
259,155
438,751

53,149
101,618
100,479
255,246

0

0

927

905,662
836,008

0

11,876
1,754,473

$ 2,448,470
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ANSYS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
(in thousands, except per share data) 2012 2011 2012 2011
Revenue:
Software licenses $ 123,352 $ 97.436 $ 236,906 $ 193,303
Maintenance and service 71,664 64,822 143,455 127,002
Total revenue 195,016 162,258 380,361 320,305
Cost of sales:
Software licenses 6,289 3,030 12,285 5,924
Amortization 10,125 7,502 20,339 15,000
Maintenance and service 18,323 17,531 36,455 33,721
Total cost of sales 34,737 28,063 69,079 54,645
Gross profit 160,279 134,195 311,282 265,660
Operating expenses:
Selling, general and administrative 48,980 40,130 94,229 80,606
Research and development 33,415 25,182 64,916 49,880
Amortization 6,750 4,070 13,175 8,087
Total operating expenses 89,145 69,382 172,320 138,573
Operating income 71,134 64,813 138,962 127,087
Interest expense (723) (774) (1,541) (1,577)
Interest income 887 712 1,788 1,407
Other expense, net a9 (108) (655) (622)
Income before income tax provision 71,259 64,643 138,554 126,295
Income tax provision 20,997 19,212 42,753 38,623
Net income $ 50,262 $ 45431 $ 95,801 $ 87,672
Earnings per share basic:
Basic earnings per share $ 0.54 $ 0.49 $ 1.03 $ 0.95
Weighted average shares basic 92,626 91,940 92,722 91,854
Earnings per share diluted:
Diluted earnings per share $ 053 $ 048 $ 101 $ 093
Weighted average shares diluted 94,928 94,188 95,059 94,179

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ANSYS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30, June 30, June 30,
(in thousands) 2012 2011 2012 2011
Net income $ 50,262 $ 45,431 $ 95,801 $ 87,672
Other comprehensive (loss) income, net of tax:
Foreign currency translation adjustments (4,480) 3,229 (4,552) 6,368
Comprehensive income $45,782 $ 48,660 $91,249 $ 94,040

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ANSYS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(in thousands)
Cash flows from operating activities:
Net income

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

Depreciation and amortization

Deferred income tax (benefit) expense

Provision for bad debts

Stock-based compensation expense

Excess tax benefits from stock options

Other

Changes in operating assets and liabilities:
Accounts receivable

Other receivables and current assets

Other long-term assets

Accounts payable, accrued expenses and current liabilities
Accrued income taxes

Deferred revenue

Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Purchases of short-term investments

Maturities of short-term investments

Net cash used in investing activities

Cash flows from financing activities:

Principal payments on long-term debt

Principal payments on capital leases

Purchase of treasury stock

Proceeds from issuance of common stock under Employee Stock Purchase Plan
Proceeds from exercise of stock options

Excess tax benefits from stock options

Net cash used in financing activities

Effect of exchange rate fluctuations on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period
Supplemental disclosures of cash flow information:
Income taxes paid

Interest paid

Six Months Ended
June 30, June 30,
2012 2011
$ 95,801 $ 87,672
41,917 29,825
(5,896) 861
30 141
15,826 10,466
(5,943) (4,903)
11 113
355 9,628
(24,290) 14,754
5,490 391)
(15,981) (3,977)
7,123 1,735
36,115 26,882
7,908 (9,037)
158,466 163,769
(14,330) (7,605)
(165) (234)
241 141
(14,254) (7,698)
(21,260) (10,630)
(14 (55)
(61,591) (12,704)
1,116 938
13,694 12,557
5,943 4,903
(62,112) 4,991)
(2,444) 6,153
79,656 157,233
471,828 472,479
$ 551,484 $ 629,712
$ 52,029 $ 31,223
815 904

The accompanying notes are an integral part of the condensed consolidated financial statements.

Table of Contents



Edgar Filing: ANSYS INC - Form 10-Q

Table of Conten
ANSYS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

1. Organization

ANSYS, Inc. (hereafter the Company or ANSYS ) develops and globally markets engineering simulation software and technologies widely used

by engineers, designers, researchers and students across a broad spectrum of industries and academia, including aerospace, automotive,
manufacturing, electronics, biomedical, energy and defense.

In connection with its August 1, 2011 acquisition of Apache Design Solutions, Inc., which the Company subsequently renamed Apache Design,
Inc. ( Apache ), the Company has reviewed the accounting guidance issued for disclosures about segments of an enterprise. As defined by the
accounting guidance, the Company operates as two segments. However, the Company determined that its two operating segments are
sufficiently similar and should be aggregated under the criteria provided in the related accounting guidance.

Given the integrated approach to the multi-discipline problem-solving needs of the Company s customers, a single sale of software may contain
components from multiple product areas and include combined technologies. The Company also has a multi-year product and integration
strategy that will result in new combined products or changes to the historical product offerings. As a result, it is impracticable for the Company
to provide accurate historical or current reporting among its various product lines.

2. Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared by ANSYS in accordance with accounting
principles generally accepted in the United States for interim financial information for commercial and industrial companies and the instructions
to the Quarterly Report on Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, the accompanying statements do not include all of the
information and footnotes required by accounting principles generally accepted in the United States for complete financial statements. The
accompanying condensed consolidated financial statements should be read in conjunction with the Company s audited consolidated financial
statements (and notes thereto) included in the Company s Annual Report on Form 10-K for the year ended December 31, 2011. The condensed
consolidated December 31, 2011 balance sheet presented is derived from the audited December 31, 2011 balance sheet included in the most
recent Annual Report on Form 10-K. In the opinion of management, all adjustments considered necessary for a fair presentation of the financial
statements have been included, and all adjustments are of a normal and recurring nature. Operating results for the three and six months ended
June 30, 2012 are not necessarily indicative of the results that may be expected for any future period.
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Cash and Cash Equivalents

Cash and cash equivalents consist primarily of highly liquid investments such as deposits held at major banks and money market mutual funds.
Cash equivalents are carried at cost, which approximates fair value. The Company s cash and cash equivalent balances comprise the following:

June 30, 2012 December 31, 2011
% of % of
(in thousands, except percentages) Amount Total Amount Total
Cash accounts $ 288,540 52.3 $ 289,298 61.3
Money market mutual funds 262,944 47.7 181,198 384
Time deposits 0 0.0 1,332 0.3
Total $ 551,484 $471,828

The money market mutual fund balances reflected above are held in various funds of a single issuer.
3. Acquisitions
Esterel Technologies, S.A.

On May 29, 2012, the Company announced a definitive agreement to acquire Esterel Technologies, S.A. ( Esterel ), a leading provider of
embedded software simulation solutions for mission critical applications. On August 1, 2012, the Company completed its acquisition of Esterel.
Under the terms of the agreement, ANSYS acquired 100% of Esterel for a purchase price of approximately $59.5 million in cash. The agreement
also includes retention provisions for key members of management and employees. After the combination, the Company employs approximately
2,300 people. The Company funded the transaction entirely with existing cash balances. The complementary combination is expected to
accelerate development of new and innovative products to the marketplace while lowering design and engineering costs for customers.

The operating results of Esterel will be included in the Company s consolidated financial statements from the date of acquisition and,
accordingly, Esterel s operating results are not included in the financial results presented in this quarterly report on Form 10-Q. Because of the
timing of the acquisition with respect to the filing of this quarterly report on Form 10-Q, the Company has not yet completed the valuation of the
assets and liabilities of Esterel. As such, information concerning the amounts assigned to each major asset and liability, including amounts
assigned to intangible assets and goodwill, is not yet available.

The Company anticipates a significant reduction in the fair value of Esterel s deferred revenue, in accordance with the current accounting
principles regarding the valuation of acquired deferred revenue.

Table of Contents 10



Edgar Filing: ANSYS INC - Form 10-Q

Table of Conten
Apache Design, Inc.

On August 1, 2011, the Company completed its acquisition of Apache, a leading simulation software provider for advanced, low-power
solutions in the electronics industry. Under the terms of the merger agreement, ANSYS acquired 100% of the outstanding shares of Apache for a
purchase price of $314.0 million, which included $31.9 million in acquired cash and short-term investments on Apache s balance sheet, $3.2
million in ANSY'S replacement stock options issued to holders of partially-vested Apache stock options and $9.5 million in contingent
consideration that is based on the retention of a key member of Apache s management. The Company funded the transaction entirely with
existing cash balances. The operating results of Apache have been included in the Company s condensed consolidated financial statements since
the date of acquisition, August 1, 2011.

The merger agreement includes a contingent consideration arrangement that requires additional payments of up to $12.0 million to be paid by
the Company in equal installments to the Apache stockholders and holders of vested Apache options on each of the first three anniversaries of
the closing of the acquisition. To receive these payments, a key member of Apache s management must remain an employee of ANSYS on each
of the first three anniversaries of the acquisition closing date. Management estimated that it was probable that all three payments would be made,
and recorded the fair value of the contingent payments as a liability on the date of acquisition. The portion of contingent payments attributable to
the key member of Apache management was determined to be compensation, and is accounted for outside of the business combination. The
portion of the contingent payments attributable to other shareholders was determined to be contingent purchase price consideration and was
estimated to be $9.5 million based on the net present value of the expected payments. Refer to Note 9 for a description of the valuation technique
and inputs used to estimate the fair value of the contingent consideration.

In accordance with the merger agreement, the Company granted performance-based restricted stock units to key members of Apache
management and employees, with a maximum value of $13.0 million to be earned annually over a three-fiscal-year period beginning January 1,
2012. Vesting of the full award or a portion thereof is determined discretely for each of the three fiscal years based on the achievement of certain
revenue and operating income targets by the Apache subsidiary, and the recipient s continued employment through the measurement period. The
value of each restricted stock unit on the August 1, 2011 grant date was $50.30, the closing price of ANSYS stock as of that date. Stock-based
compensation expense based on the fair value of the awards is being recorded from the January 1, 2012 service inception date through the
conclusion of the three-year measurement period based on management s estimates concerning the probability of vesting. As of June 30, 2012,
the Company had determined it was probable that at least a portion of these awards would vest, and recorded stock-based compensation expense
in the amount of $970,000 and $1.9 million for the three and six months ended June 30, 2012.
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Under the merger agreement, holders of partially-vested Apache options at the date of acquisition received options to purchase ANSYS shares of
common stock based on an agreed- upon conversion ratio ( the Replacement Awards ). The value of the Replacement Awards attributable to
pre-combination service was estimated to be $3.2 million at the acquisition date, and was included in consideration transferred. The value of the
Replacement Awards attributable to post-combination service is recognized as stock-based compensation in earnings during the post-acquisition
period.

In valuing deferred revenue on the Apache balance sheet as of the acquisition date, the Company applied the fair value provisions applicable to
the accounting for business combinations. Although this acquisition accounting requirement had no impact on the Company s business or cash
flow, the Company s reported revenue under accounting principles generally accepted in the United States, primarily for the first 12 months
post-acquisition, will be less than the sum of what would otherwise have been reported by Apache and ANSYS absent the acquisition. Acquired
deferred revenue of $10.1 million was recorded on the opening balance sheet. This amount was approximately $13.6 million lower than the
historical carrying value. The impact on reported revenue for the three and six months ended June 30, 2012 was $840,000 and $3.0 million,
respectively, primarily in lease license revenue. The expected impact on reported revenue is $290,000 and $3.4 million for the quarter ending
September 30, 2012 and the year ending December 31, 2012, respectively.

10
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The assets and liabilities of Apache have been recorded based on management s estimates of their fair market values as of the acquisition date.
The following tables summarize the fair value of consideration transferred and the preliminary fair values of identifiable assets acquired and
liabilities assumed at the acquisition date:

Fair Value of Consideration Transferred:

(in thousands)

Cash $ 301,306
Contingent consideration 9,501
ANSYS replacement stock options 3,170
Total consideration transferred at fair value $ 313,977

Recognized Amounts of Identifiable Assets Acquired and Liabilities Assumed:

(in thousands)

Cash and short-term investments $ 31,948
Accounts receivable and other tangible assets 6,011
Developed software (7-year life) 82,500
Customer relationships (15-year life) 36,100
Contract backlog (3-year life) 13,500
Platform trade names (indefinite-lives) 21,900
Apache trade name (6-year life) 2,100
Accounts payable and other liabilities (16,528)
Deferred revenue (10,100)
Net deferred tax liabilities (47,259)
Total identifiable net assets $ 120,172
Goodwill $ 193,805

The goodwill, which is not tax-deductible, is attributed to intangible assets that do not qualify for separate recognition, including the assembled
workforce of the acquired business and the synergies expected to arise as a result of the acquisition of Apache. The fair values of the assets
acquired and liabilities assumed that are listed above are based on preliminary calculations and the estimates and assumptions for these items are
subject to change as additional information is obtained during the measurement period (up to one year from the acquisition date). During the
measurement period since the Apache acquisition date, the Company increased the values of net deferred tax liabilities from $46.1 million to
$47.3 million, and identifiable intangible assets from $153.8 million to $156.1 million, with the offset recorded to goodwill. These adjustments
were based on refinements to assumptions used in the preliminary valuation of intangible assets and information about what was known and
knowable as of the acquisition date in the calculation of the net deferred tax liabilities.

11
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4. Other Current Assets

The Company reports accounts receivable, related to the portion of annual lease licenses and software maintenance that has not yet been
recognized as revenue, as a component of other receivables and current assets. These amounts totaled $118.6 million and $112.8 million as of
June 30, 2012 and December 31, 2011, respectively.

The Company reports income taxes receivable, including amounts related to overpayments and refunds, as a component of other receivables and
current assets. These amounts totaled $51.7 million and $36.0 million as of June 30, 2012 and December 31, 2011, respectively.

5. Uncertain Tax Positions

The Company reports reserves for uncertain tax positions, including estimated penalties and interest, as a component of other long-term
liabilities. These amounts totaled $35.8 million and $35.5 million as of June 30, 2012 and December 31, 2011, respectively.

6. Earnings Per Share

Basic earnings per share ( EPS ) amounts are computed by dividing earnings by the weighted average number of common shares outstanding
during the period. Diluted EPS amounts assume the issuance of common stock for all potentially dilutive equivalents outstanding. To the extent
stock options are anti-dilutive, they are excluded from the calculation of diluted EPS. The details of basic and diluted EPS are as follows:

Three Months Ended Six Months Ended

June 30, June 30, June 30, June 30,
(in thousands, except per share data) 2012 2011 2012 2011
Net income $ 50,262 $45,431 $ 95,801 $ 87,672
Weighted average shares outstanding  basic 92,626 91,940 92,722 91,854
Dilutive effect of stock plans 2,302 2,248 2,337 2,325
Weighted average shares outstanding  diluted 94,928 94,188 95,059 94,179
Basic earnings per share $ 054 $ 049 $ 103 $ 095
Diluted earnings per share $ 0.53 $ 048 $ 1.01 $ 093
Anti-dilutive options 1,128 1,168 1,329 1,172

12
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7. Long-Term Debt

Borrowings consist of the following:

June 30, December 31,
(in thousands) 2012 2011
Term loan payable in quarterly installments with a final maturity of July 31, 2013 $ 106,297 $ 127,557
Capitalized lease obligations 1 15
Total 106,298 127,572
Less current portion (79,724) (74,423)
Long-term debt and capital lease obligations, net of current portion $ 26,574 $ 53,149

On July 31, 2008, ANSYS borrowed $355.0 million from a syndicate of banks. The interest rate on the indebtedness provides for tiered pricing
with the initial rate at the prime rate + 0.50%, or the LIBOR rate + 1.50%, with step downs permitted after the initial six months under the credit
agreement down to a flat prime rate or the LIBOR rate + 0.75%. Such tiered pricing is determined by the Company s consolidated leverage ratio.
The Company s consolidated leverage ratio has been reduced to the lowest pricing tier in the debt agreement. During the six months ended

June 30, 2012, the Company made the required quarterly principal payments of $21.3 million in the aggregate.

For the three and six months ended June 30, 2012, the Company recorded interest expense related to the term loan at interest rates of 1.22% and
1.28%, respectively. For the three and six months ended June 30, 2011, the Company recorded interest expense related to the term loan at
interest rates of 1.06% and 1.05%, respectively. The interest expense on the term loan and amortization related to debt financing costs were as
follows:

Three Months Ended
June 30, 2012 June 30, 2011
Interest Interest
(in thousands) Expense Amortization Expense Amortization
July 31, 2008 term loan $360 $ 189 $412 $ 244
Six Months Ended
June 30, 2012 June 30, 2011
Interest Interest
(in thousands) Expense Amortization Expense Amortization
July 31, 2008 term loan $ 788 $ 393 $ 831 $ 496

13
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The interest rate on the outstanding term loan balance of $106.3 million is set for the quarter ending September 30, 2012 at 1.21%, which is
based on LIBOR + 0.75%. The required future principal payments on the Company s term loan as of June 30, 2012 are scheduled as follows:

(in thousands)

September 30, 2012 $ 26,575
December 31, 2012 26,574
March 31, 2013 26,574
July 31, 2013 (maturity) 26,574
Term loan balance payable as of June 30, 2012 $ 106,297

The credit agreement includes covenants related to the consolidated leverage ratio and the consolidated fixed charge coverage ratio, as well as
certain restrictions on additional investments and indebtedness.

8. Goodwill and Intangible Assets

During the first quarter of 2012, the Company completed the annual impairment test for goodwill and intangible assets with indefinite lives and
determined that these assets had not been impaired as of the test date, January 1, 2012. The Company performed a qualitative assessment and as
of the test date, there was sufficient evidence that it was not more likely than not that the fair values of its reporting units were less than their
carrying amounts. The application of a qualitative assessment requires the Company to assess and make judgments regarding a variety of factors
which potentially impact the fair value of a reporting unit including general economic conditions, industry and market-specific conditions,
customer behavior, cost factors, the Company s financial performance and trends, the Company s strategies and business plans, capital
requirements, management and personnel issues, and the Company s stock price, among others. The Company then considers the totality of these
and other factors, placing more weight on the events and circumstances that are judged to most affect a reporting unit s fair value or the carrying
amount of its net assets, to reach a qualitative conclusion regarding whether it is more likely than not that the fair value of a reporting unit is less
than its carrying amount. No events occurred or circumstances changed during the six months ended June 30, 2012 that would indicate that the
fair values of the Company s reporting units are below their carrying amounts.

14
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As of June 30, 2012 and December 31, 2011, the Company s intangible assets and estimated useful lives are classified as follows:

June 30, 2012

Gross

Carrying Accumulated
(in thousands) Amount Amortization
Amortized intangible assets:
Developed software and core technologies (7 10 years) $287,399 $ (160,352)
Customer lists and contract backlog (3 15 years) 220,740 (88,508)
Trade names (6 10 years) 102,592 (35,405)
Total $ 610,731 $ (284,265)
Unamortized intangible assets:
Trade names $ 22,257

December 31, 2011
Gross
Carrying Accumulated
Amount Amortization

$287,392 $ (144,836)
223,037 (76,630)
102,580 (30,380)

$613,009 $ (251,846)

$ 22,257

Amortization expense for the intangible assets reflected above was $16.9 million and $11.6 million for the three months ended June 30, 2012
and 2011, respectively. Amortization expense for the intangible assets reflected above was $33.5 million and $23.1 million for the six months

ended June 30, 2012 and 2011, respectively.

As of June 30, 2012, estimated future amortization expense for the intangible assets reflected above is as follows:

(in thousands)
Remainder of 2012
2013

2014

2015

2016

2017

Thereafter

Total intangible assets subject to amortization
Indefinite-lived trade names

Other intangible assets, net

The changes in goodwill during the six months ended June 30, 2012 are as follows:

(in thousands)
Beginning balance January 1, 2012
Currency translation and other

Ending balance June 30, 2012

$ 33,208
58,280
51,697
47,699
40,194
36,247
59,141

326,466
22,257

$ 348,723

$ 1,225,375
2,693

$ 1,228,068

The 2012 change in goodwill above includes a $3.0 million increase to the net deferred tax liabilities of Apache recorded as of the August 1,
2011 acquisition date. These measurement period adjustments were based on information about what was known and knowable at the

acquisition date in the calculation of the net deferred tax liabilities.

Table of Contents

17



Table of Contents

Edgar Filing: ANSYS INC - Form 10-Q

15

18



Edgar Filing: ANSYS INC - Form 10-Q

Table of Conten

9. Fair Value Measurement

The valuation hierarchy for disclosure of assets and liabilities reported at fair value prioritizes the inputs for such valuations into three broad

levels:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: quoted prices for similar assets and liabilities in active markets or inputs that are observable for the asset or liability, either
directly or indirectly through market corroboration, for substantially the full term of the financial instrument; or

Level 3: unobservable inputs based on the Company s own assumptions used to measure assets and liabilities at fair value.
A financial asset or liability s classification within the hierarchy is determined based on the lowest level input that is significant to the fair value

measurement.

The following tables provide the assets and liabilities carried at fair value and measured on a recurring basis:

(in thousands)
Assets
Cash equivalents

Short-term investments

Liabilities
Contingent consideration

Deferred compensation

(in thousands)
Assets
Cash equivalents

Short-term investments

Liabilities
Contingent consideration

Deferred compensation

Table of Contents

$

$

$

$

June 30,
2012

262,944

468

(9,657)

(2,091)

December 31,

$

$

$

2011

182,530

576

(9,571)

(2,073)

Fair Value Measurements at

Reporting Date Using:
Quoted Pricesin  Significant Other Significant
Active Observable Unobservable
Markets Inputs Inputs
(Level 1) (Level 2) (Level 3)
$262,944 $ 0 $ 0
$ 0 $ 468 $ 0
$ 0 $ 0 $ (9,657)
$ 0 $ 0 $ (2,091)

Fair Value Measurements at

Reporting Date Using:
Quoted Prices in Significant Other Significant
Active Observable Unobservable
Markets Inputs Inputs
(Level 1) (Level 2) (Level 3)
$ 181,198 $ 1,332 $ 0
$ 0 $ 576 $ 0
$ 0 $ 0 $  9571)
$ 0 $ 0 $ (2,073)
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The cash equivalents in the preceding tables represent money market mutual funds.

The short-term investments in the preceding tables represent deposits held by certain foreign subsidiaries of the Company. The deposits have
fixed interest rates with maturity dates ranging from three months to one year. There were no unrealized gains or losses associated with these
deposits for the three and six months ended June 30, 2012 and 2011.

In January 2012, the Company entered into a foreign currency future contract with a third-party U.S. financial institution, which was settled in
June 2012. The purpose of this contract was to mitigate the Company s exposure to foreign exchange risk arising from intercompany receivables
from a Japanese subsidiary. The foreign exchange future was measured at fair value each reporting period, with gains or losses recognized in
earnings.

On August 1, 2011, the Company completed its acquisition of Apache, a leading simulation software provider for advanced, low-power
solutions in the electronics industry. The merger agreement includes a contingent consideration arrangement that requires additional payments of
up to $12.0 million to be paid by the Company in equal installments to the Apache stockholders and holders of vested Apache options on each of
the first three anniversaries of the closing of the acquisition. To receive these payments, a key member of Apache s management must remain an
employee of ANSYS on each of the first three anniversaries of the acquisition closing date. Management estimated that it was probable that all
three payments would be made, and recorded the fair value of the contingent payments as a liability on the date of acquisition. The portion of
contingent payments attributable to the key member of Apache management was determined to be deferred compensation, and is accounted for
outside of the business combination. A liability of $2.1 million for deferred compensation was recorded as of June 30, 2012 based on the net
present value of the expected payments. The portion of the contingent payments attributable to other shareholders was determined to be
contingent purchase price consideration and was estimated to be $9.7 million based on the net present value of the expected payments as of

June 30, 2012. The net present value calculations for the deferred compensation and contingent consideration include a significant unobservable
input in the assumption that all three payments will be made, and therefore the liabilities were classified as Level 3 in the fair value hierarchy.
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The following table presents the changes during the six months ended June 30, 2012 in the Company s Level 3 liabilities for contingent
consideration and deferred compensation that are measured at fair value on a recurring basis:

Fair Value Measurement Using

Three and Six Months Ended June 30, 2012 Significant Unobservable Inputs

Contingent Deferred
(in thousands) Consideration Compensation
Balance as of January 1, 2012 $9,571 $ 2,073
Interest expense included in earnings 43 9
Balance as of March 31, 2012 $9,614 $ 2,082
Interest expense included in earnings 43 9
Balance as of June 30, 2012 $9,657 $ 2,091

The Company had no transfers of amounts in or out of Level 1 or Level 2 fair value measurements during the six months ended June 30, 2012.

The carrying values of cash, accounts receivable, accounts payable, accrued expenses, other accrued liabilities and short-term obligations
approximate their fair values because of their short-term nature. The carrying value of long-term debt approximates its fair value due to the
variable interest rate underlying the Company s credit facility.

10. Geographic Information

Revenue to external customers is attributed to individual countries based upon the location of the customer. Revenue by geographic area is as
follows:

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,

(in thousands) 2012 2011 2012 2011

United States $ 66,467 $ 48,404 $ 130,062 $ 97,510
Japan 29,619 25,503 59,174 52,428
Germany 19,912 17,006 40,453 33,966
Canada 3,130 2,540 6,268 5,490
Other European 42,284 40,856 84,140 80,061
Other international 33,604 27,949 60,264 50,850
Total revenue $ 195,016 $ 162,258 $ 380,361 $ 320,305
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Property and equipment by geographic area is as follows:

June 30, December 31,
(in thousands) 2012 2011
United States $ 37,119 $ 30,917
United Kingdom 2,928 3,077
India 2,887 3,092
Germany 2,087 1,843
France 2,136 2,388
Japan 1,345 1,447
Canada 893 938
Other European 1,273 957
Other international 991 979
Total property and equipment $ 51,659 $ 45,638

11. Stock Repurchase Program

In February 2012, ANSYS announced that its Board of Directors approved an increase to its authorized stock repurchase program. Under the
Company s stock repurchase program, ANSYS repurchased 1.0 million shares during the six months ended June 30, 2012 at an average price per
share of $61.59, for a total cost of $61.6 million. During the six months ended June 30, 2011, the Company repurchased 247,443 shares at an
average price per share of $51.34, for a total cost of $12.7 million. As of June 30, 2012, 2.0 million shares remained authorized for repurchase
under the program.

12. Stock-based Compensation

Total stock-based compensation expense, and its net impact on basic and diluted earnings per share, is as follows:

Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
(in thousands) 2012 2011 2012 2011
Cost of sales:
Software licenses $ 402 $ 37 $ 770 $ 73
Maintenance and service 563 461 1,122 921
Operating expenses:
Selling, general and administrative 3,763 2,995 7,402 5,951
Research and development 3,296 1,826 6,532 3,521
Stock-based compensation expense before taxes 8,024 5,319 15,826 10,466
Related income tax benefits (2,023) (1,333) (4,268) (2,504)
Stock-based compensation expense, net of taxes $ 6,001 $ 3,986 $ 11,558 $ 7,962
Net impact on earnings per share
Basic earnings per share $ (0.06) $ (004 $ (0.12) $ (0.09
Diluted earnings per share $ 0060 $ 004 $ (012) $ (0.08
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13. Contingencies and Commitments

The Company is subject to various investigations, claims and legal proceedings that arise in the ordinary course of business, including alleged
infringement of intellectual property rights, commercial disputes, labor and employment matters, tax audits and other matters. In the opinion of
the Company, the resolution of pending matters is not expected to have a material, adverse effect on the Company s consolidated results of
operations, cash flows or financial position. However, each of these matters is subject to various uncertainties and it is possible that an
unfavorable resolution of one or more of these proceedings could materially affect the Company s results of operations, cash flows or financial
position.

An Indian subsidiary of the Company has received a formal inquiry related to a recent service tax audit. The service tax issues raised in the
Company s notice are very similar to the case, M/s Microsoft Corporation (I) (P) Ltd. Vs Commissions of Service Tax, currently being appealed
to the Delhi Customs, Excise and Service Tax Appellate Tribunal (CESTAT). If the ruling is in favor of Microsoft, the Company expects a
similar outcome for its audit. If the ruling is unfavorable, the Company could incur tax charges and related liabilities of up to $6 million. Of the
two judicial members assigned to the Microsoft appeal, one member has ruled in favor of Microsoft and one has ruled in favor of the
Commission. A third deciding judge will be appointed for a final decision. The Company can provide no assurances as to the outcome of the
Microsoft appeal or to the impact of the Microsoft appeal on the Company s audit. The Company is uncertain as to when the service tax audit
will be completed.

The Company sells software licenses and services to its customers under proprietary software license agreements. Each license agreement
contains the relevant terms of the contractual arrangement with the customer, and generally includes certain provisions for indemnifying the
customer against losses, expenses and liabilities from damages that are incurred by or awarded against the customer in the event the Company s
software or services are found to infringe upon a patent, copyright or other proprietary right of a third party. To date, the Company has not had
to reimburse any of its customers for any losses related to these indemnification provisions and no material claims asserted under these
indemnification provisions are outstanding as of June 30, 2012. For several reasons, including the lack of prior material indemnification claims,
the Company cannot determine the maximum amount of potential future payments, if any, related to such indemnification provisions.

14. New Accounting Guidance

Fair Value Measurements: In May 2011, new accounting guidance was issued to provide a consistent definition of fair value and to ensure that
the fair value measurement and disclosure requirements are similar between generally accepted accounting principles in the United States and
International Financial Reporting Standards. The guidance changes certain fair value measurement principles and enhances the disclosure
requirements, particularly for Level 3 fair value measurements. This guidance was adopted by the Company effective January 1, 2012, and it did
not have any impact on the Company s financial position, results of operations or cash flows.
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Presentation of Comprehensive Income: In June 2011, new accounting guidance was issued regarding the presentation of comprehensive
income in consolidated financial statements. This guidance requires that all non-owner changes in stockholders equity be presented either in a
single continuous statement of comprehensive income or in two separate but consecutive statements. This guidance was retrospectively adopted
by the Company effective January 1, 2012, and all non-owner changes in stockholders equity were presented in a separate statement.

Testing Goodwill for Impairment: In September 2011, new accounting guidance was issued regarding the requirement to test goodwill for
impairment on at least an annual basis. Existing guidance requires that this test be performed by comparing the fair value of a reporting unit with
its carrying amount, including goodwill (step one). If the fair value of a reporting unit is less than its carrying amount, then the second step of the
test must be performed to measure the amount of the impairment loss, if any. Under the new guidance, an entity has the option to first assess
qualitative factors to determine whether the existence of events or circumstances leads to a determination that it is more likely than not that the
fair value of a reporting unit is less than its carrying amount. If, after assessing the totality of events or circumstances, 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 impairment test is
unnecessary. However, if an entity concludes otherwise, then it is required to perform the first step of the two-step impairment test. This
guidance was adopted by the Company effective January 1, 2012, and it did not have any impact on the Company s financial position, results of
operations or cash flows.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

ANSYS, Inc.

Canonsburg, Pennsylvania

We have reviewed the accompanying condensed consolidated balance sheet of ANSYS, Inc. and subsidiaries (the Company ) as of June 30,
2012, and the related condensed consolidated statements of income and comprehensive income for the three-month and six-month periods ended
June 30, 2012 and 2011, and of cash flows for the six-month periods ended June 30, 2012 and 2011. These interim financial statements are the
responsibility of the Company s management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board (United States). A review of
interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the objective of which is the expression of an opinion regarding the financial statements taken as a whole.

Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to such condensed consolidated interim financial
statements for them to be in conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheet of ANSYS, Inc. and subsidiaries as of December 31, 2011, and the related consolidated statements of income,
stockholders equity, and cash flows for the year then ended (not presented herein); and in our report dated February 23, 2012, we expressed an
unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in the accompanying condensed
consolidated balance sheet as of December 31, 2011 is fairly stated, in all material respects, in relation to the consolidated balance sheet from
which it has been derived.

[s/ Deloitte & Touche LLP
Pittsburgh, Pennsylvania

August 2, 2012
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Overview:

ANSYS, Inc. s results for the three months ended June 30, 2012 reflect growth in revenues of 20.2%, operating income of 9.8% and diluted
earnings per share of 10.4% as compared to the three months ended June 30, 2011. The Company s results for the six months ended June 30,
2012 reflect growth in revenues of 18.7%, operating income of 9.3% and diluted earnings per share of 8.6% as compared to the six months
ended June 30, 2011. The Company experienced higher revenues in 2012 from growth in both license and maintenance revenue, and from the
August 1, 2011 acquisition of Apache. Revenue was adversely impacted by the overall strengthening of the U.S. Dollar against the Company s
primary foreign currencies. The net overall strengthening decreased revenue by $5.6 million and $6.5 million for the three and six months ended
June 30, 2012, as compared to the same periods in 2011. The growth in revenue was partially offset by increased operating expenses and
additional amortization from intangible assets related to the Apache acquisition. The net overall strengthening of the U.S. Dollar reduced
operating income during the three and six months ended June 30, 2012 by $2.5 million and $2.4 million, respectively, as compared to the same
periods in 2011.

The Company s non-GAAP results for the three months ended June 30, 2012 reflect increases in revenue of 20.7%, operating income of 16.7%
and diluted earnings per share of 16.1% as compared to the three months ended June 30, 2011. The Company s non-GAAP results for the six
months ended June 30, 2012 reflect increases in revenue of 19.7%, operating income of 18.1% and diluted earnings per share of 16.0% as
compared to the six months ended June 30, 2011. The non-GAAP results exclude the income statement effects of the acquisition accounting
adjustment to deferred revenue, stock-based compensation, acquisition-related amortization of intangible assets and transaction costs related to
business combinations. For further disclosure regarding non-GAAP results, see the section titled Non-GAAP Results immediately preceding the
section titled Liquidity and Capital Resources .

In valuing deferred revenue on the Apache balance sheet as of the acquisition date, the Company applied the fair value provisions applicable to
the accounting for business combinations. Although this acquisition accounting requirement had no impact on the Company s business or cash
flow, the Company s reported revenue under accounting principles generally accepted in the United States, primarily for the first 12 months
post-acquisition, will be less than the sum of what would otherwise have been reported by Apache and ANSYS absent the acquisition. Acquired
deferred revenue of $10.1 million was recorded on the opening balance sheet. This amount was approximately $13.6 million lower than the
historical carrying value. The impact on reported revenue for the three and six months ended June 30, 2012 was $840,000 and $3.0 million,
respectively, primarily in lease license revenue. The expected impact on reported revenue is $290,000 and $3.4 million for the quarter ending
September 30, 2012 and the year ending December 31, 2012, respectively.
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Under the Company s stock repurchase program, ANSYS repurchased 1.0 million shares during the three and six months ended June 30, 2012 at
an average price per share of $61.59. The Company s financial position includes $552.0 million in cash and short-term investments, and working
capital of $377.2 million as of June 30, 2012. The Company has outstanding borrowings under its term loan of $106.3 million.

ANSYS develops and globally markets engineering simulation software and services widely used by engineers, designers, researchers and
students across a broad spectrum of industries and academia, including aerospace, automotive, manufacturing, electronics, biomedical, energy
and defense. Headquartered south of Pittsburgh, Pennsylvania, the Company and its subsidiaries employed approximately 2,200 people as of
June 30, 2012 and focus on the development of open and flexible solutions that enable users to analyze designs directly on the desktop,
providing a common platform for fast, efficient and cost-conscious product development, from design concept to final-stage testing and
validation. The Company distributes its ANSYS suite of simulation technologies through a global network of independent channel partners and
direct sales offices in strategic, global locations. It is the Company s intention to continue to maintain this hybrid sales and distribution model.

The Company licenses its technology to businesses, educational institutions and governmental agencies. Growth in the Company s revenue is
affected by the strength of global economies, general business conditions, currency exchange rate fluctuations, customer budgetary constraints
and the competitive position of the Company s products. The Company believes that the features, functionality and integrated multiphysics
capabilities of its software products are as strong as they have ever been. However, the software business is generally characterized by long sales
cycles. These long sales cycles increase the difficulty of predicting sales for any particular quarter. The Company makes many operational and
strategic decisions based upon short- and long-term sales forecasts that are impacted not only by these long sales cycles but by current global
economic conditions. As a result, the Company believes that its overall performance is best measured by fiscal year results rather than by
quarterly results.

The Company s management considers the competition and price pressure that it faces in the short- and long-term by focusing on expanding the
breadth, depth, ease of use and quality of the technologies, features, functionality and integrated multiphysics capabilities of its software
products as compared to its competitors; investing in research and development to develop new and innovative products and increase the
capabilities of its existing products; supplying new products and services; focusing on customer needs, training, consulting and support; and
enhancing its distribution channels. From time to time, the Company also considers acquisitions to supplement its global engineering talent,
product offerings and distribution channels.
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Geographic Trends:

During the three and six months ended June 30, 2012, North America contributed consistent and strong revenue growth. In addition, despite the
ongoing macroeconomic concerns in Europe, the renewal rates and customer engagements remained intact. While overall, the Company s
General International Area, which includes all geographies other than North America and Europe, has continued to show improvement, the
Company s growth in the Japan market has slowed due to the strength of the Japanese Yen and a general weakness in consumer electronics.
Japan is the Company s second largest market and, as such, sales execution in Japan will be an ongoing focus for the remainder of 2012.

Industry Highlights:

During the quarter ended June 30, 2012, the Company had growth from a combination of large, accounts, multi-nationals, emerging markets and
industry verticals with time-sensitive, complex, multiphysics challenges. The Company s revenue is derived from customers in many different
industries, with no industry accounting for more than 20% of the Company s sales. Although customers from all industries contributed to the
2012 second quarter results, there were a few sectors where the activity was more notable than the others, as explained below.

Automotive

The Company experienced automotive growth, particularly in North America. A variety of factors are positively affecting the automotive sector
from a simulation perspective, including rising gas prices and government regulations. These factors are causing increased technology
development for higher mileage cars, including suppliers speeding up electric vehicle and hybrid electric vehicle component development. In
addition, customers are making investments in high growth product areas such as wireless connectivity, smart products, systems design, engine
and transmission improvement, hybridization and hydraulics, all of which are areas requiring the breadth and depth of the Company s product
portfolio.

Aerospace and Defense

While record production of large aircraft engines has been reported, the necessity for efficient next generation configurations and reliability
challenges are being identified, all requiring the need for more robust simulation. Despite uncertainty around the future size of the U.S.
Department of Defense budget, aerospace and defense remained strong across most regions. Commercial space exploration provided
opportunities for the Company s portfolio of solutions, as well as the defense sector s focus on advancement in intelligence, surveillance and
reconnaissance, despite anxiety over sequestration. Environmental performance management is also driving commercial investment in
aerospace.

Materials and Chemicals

Recent advances in modeling capabilities, combined with scalable, low-cost, high-performance hardware contributed to growth in the materials
and chemicals sector.

From equipment and processes, to chemical and petrochemical refining, to glass and metals manufacturing, customers are using ANSYS
simulation technologies to reduce overall costs, conserve energy, minimize environmental impacts, meet higher regulatory standards and
streamline operations through a range of initiatives. Customers are using ANSY'S software to understand and address specific engineering
challenges relating to various areas, including but not limited to fluid dynamics, thermal management, structural analysis and reaction
engineering.
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The following discussion should be read in conjunction with the accompanying unaudited condensed consolidated financial statements and notes
thereto for the three and six months ended June 30, 2012, and with the Company s audited consolidated financial statements and notes thereto for
the year ended December 31, 2011 filed on the Annual Report on Form 10-K with the Securities and Exchange Commission. The Company s
discussion and analysis of its financial condition and results of operations are based upon the Company s condensed consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States of America. The
preparation of these financial statements requires the Company to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. On an ongoing basis, the Company evaluates its
estimates, including those related to fair value of stock awards, bad debts, contract revenue, valuation of goodwill, valuation of intangible assets,
contingent consideration, deferred compensation, income taxes, and contingencies and litigation. The Company bases its estimates on historical
experience, market experience, estimated future cash flows and on various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily
available from other sources. Actual results may differ from these estimates.

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934, including, but not limited to, the following statements, as well as statements that contain
such words as anticipates, intends, believes, plans and other similar expressions:

The Company s expectation that it will continue to make targeted investments in its global sales and marketing organization and its
global business infrastructure to enhance major account sales activities and to support its worldwide sales distribution and marketing
strategies, and the business in general.

The Company s intentions related to investments in research and development, particularly as it relates to expanding the capabilities
of its flagship products and other products within its broad portfolio of simulation software, evolution of its ANSYS® Workbench™
platform, HPC capabilities, robust design and ongoing integration.

The Company s plans related to future capital spending.

The Company s intentions regarding its hybrid sales and distribution model.

The sufficiency of existing cash and cash equivalent balances to meet future working capital, capital expenditure and debt service
requirements.

Management s assessment of the ultimate liabilities arising from various investigations, claims and legal proceedings.

The Company s statement regarding the competitive position and strength of its software products.

The Company s statement regarding increased exposure to volatility of foreign exchange rates.
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The Company s intentions related to investments in complementary companies, products, services and technologies.

The Company s expectations regarding the impact of the merger of its Japan subsidiaries on future income tax expense and cash
flows from operations.

The Company s estimates regarding the expected impact on reported revenue related to the acquisition accounting treatment of
deferred revenue.

Management s estimation that it is probable the key member of Apache s management will remain an employee of ANSYS on each of
the first three anniversaries of the acquisition closing date.

The Company s anticipation that Apache will achieve certain revenue and operating income targets whereby it is probable that at least
a portion of the performance-based restricted stock units will vest and that the recipients continue employment through the
measurement period.

The Company s expectations regarding the accelerated development and delivery of new and innovative products to the marketplace
while lowering design and engineering costs for customers as a result of the Esterel acquisition.
Forward-looking statements should not be unduly relied upon because they involve known and unknown risks, uncertainties and other factors,
some of which are beyond the Company s control. The Company s actual results could differ materially from those set forth in forward-looking
statements. Certain factors, among others, that might cause such a difference include risks and uncertainties disclosed in the Company s most
recent Annual Report on Form 10-K, Part I, Item 1A. Information regarding new risk factors or material changes to these risk factors have been
included within Part II, Item 1A of this Quarterly Report on Form 10-Q.
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Results of Operations

Three Months Ended June 30, 2012 Compared to Three Months Ended June 30, 2011

Revenue:
Three Months Ended
June 30, Change

(in thousands, except percentages) 2012 2011 Amount %
Revenue:

Lease licenses $ 69,192 $ 50,725 $18,467 36.4
Perpetual licenses 54,160 46,711 7,449 15.9
Software licenses 123,352 97,436 25,916 26.6
Maintenance 67,279 60,530 6,749 11.1
Service 4,385 4,292 93 2.2
Maintenance and service 71,664 64,822 6,842 10.6
Total revenue $195,016 $162,258 $32,758 20.2

The Company s revenue in the quarter ended June 30, 2012 increased 20.2% as compared to the quarter ended June 30, 2011, including increases
in all major revenue categories. This growth was partially influenced by $15.8 million in Apache-related revenue and benefits from the

Company s continued investment in its global sales and marketing organization. Revenue from lease licenses increased 36.4% as compared to the
quarter ended June 30, 2011, due to growth in sales of lease licenses and the addition of Apache-related lease license revenue of $15.3 million.
Perpetual license revenue, which is derived entirely from new sales during the quarter, increased 15.9% as compared to the prior year quarter.
Annual maintenance contracts that were sold with new perpetual licenses, along with maintenance contracts sold with new perpetual licenses in
previous quarters, contributed to maintenance revenue growth of 11.1%.

With respect to revenue, on average for the quarter ended June 30, 2012, the U.S. Dollar was approximately 5.4% stronger, when measured
against the Company s primary foreign currencies, than for the quarter ended June 30, 2011. The net overall strengthening resulted in decreased
revenue and operating income of approximately $5.6 million and $2.5 million, respectively, during the quarter ended June 30, 2012, as
compared with the same quarter of 2011.

A substantial portion of the Company s license and maintenance revenue is derived from annual lease and maintenance contracts. These contracts
are generally renewed on an annual basis and typically have a high rate of customer renewal. In addition to the recurring revenue base associated
with these contracts, a majority of customers purchasing new perpetual licenses also purchase related annual maintenance contracts. As a result

of the significant recurring revenue base, the Company s license and maintenance revenue growth rate in any period does
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not necessarily correlate to the growth rate of new license and maintenance contracts sold during that period. To the extent the rate of customer
renewal for lease and maintenance contracts is high, incremental lease contracts, and maintenance contracts sold with new perpetual licenses,
will result in license and maintenance revenue growth. Conversely, if the rate of renewal for these contracts is adversely affected by economic or
other factors, the Company s license and maintenance growth will be adversely affected over the term that the revenue for those contracts would
have otherwise been recognized.

As of June 30, 2012, the Company has a $25.1 million backlog of orders received but not invoiced, primarily as a result of the August 1, 2011
acquisition of Apache.

International and domestic revenues, as a percentage of total revenue, were 65.9% and 34.1%, respectively, during the quarter ended June 30,
2012, and 70.2% and 29.8%, respectively, during the quarter ended June 30, 2011. The Company derived 25.3% and 27.8% of its total revenue
through the indirect sales channel for the quarters ended June 30, 2012 and 2011, respectively.

In valuing deferred revenue on the Apache balance sheet as of the acquisition date, the Company applied the fair value provisions applicable to
the accounting for business combinations. The impact on reported revenue for the three months ended June 30, 2012 was $840,000, primarily in
lease license revenue.
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Cost of Sales and Gross Profit:

Three Months Ended June 30,

2012 2011 Change
% of % of

(in thousands, except percentages) Amount Revenue Amount Revenue Amount %
Cost of sales:

Software licenses $ 6,289 32 $ 3,030 1.9 $ 3,259 107.6
Amortization 10,125 5.2 7,502 4.6 2,623 35.0
Maintenance and service 18,323 94 17,531 10.8 792 4.5
Total cost of sales 34,737 17.8 28,063 17.3 6,674 23.8
Gross profit $ 160,279 82.2 $ 134,195 82.7 $ 26,084 194

Software Licenses: The increase in software license costs was primarily due to Apache-related cost of sales of $2.8 million and increased
stock-based compensation of $400,000.

Amortization: The increase in amortization expense was primarily a result of $3.3 million in amortization of acquired Apache software, partially
offset by a $700,000 decrease in amortization of other acquired software.

Maintenance and Service: The increase in maintenance and service costs is primarily due to the following:

Increased incentive compensation and headcount-related costs of $600,000.

Increased depreciation expense of $200,000.
The improvement in gross profit was a result of the increase in revenue offset by a smaller increase in related cost of sales.
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Operating Expenses:

Three Months Ended June 30,

2012 2011 Change
% of % of

(in thousands, except percentages) Amount Revenue Amount Revenue Amount %
Operating expenses:

Selling, general and administrative $ 48,980 25.1 $40,130 24.7 $ 8,850 22.1
Research and development 33,415 17.1 25,182 15.5 8,233 32.7
Amortization 6,750 3.5 4,070 2.5 2,680 65.8
Total operating expenses $ 89,145 457 $69,382 42.8 $19,763 28.5

Selling, General and Administrative: The increase in selling, general and administrative costs was primarily due to the following:

Apache-related selling, general and administrative expenses of $3.6 million.

Increased salaries and headcount-related costs of $2.6 million.

Increased third-party commissions of $1.4 million.

Increased stock-based compensation expense of $300,000.

Decreased professional fees of $1.0 million.
The Company anticipates that it will continue to make targeted investments in its global sales and marketing organization and its global business
infrastructure to enhance major account sales activities and to support its worldwide sales distribution and marketing strategies, and the business
in general.

Research and Development: The increase in research and development costs was primarily due to the following:

Apache-related research and development expenses of $3.8 million.

Increased salaries and headcount-related costs, including incentive compensation, of $2.0 million.

Increased stock-based compensation expense of $1.5 million.
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The Company has traditionally invested significant resources in research and development activities and intends to continue to make investments
in this area, particularly as it relates to expanding the capabilities of its flagship products and other products within its broad portfolio of
simulation software, evolution of its ANSYS® Workbench™ platform, HPC capabilities, robust design and ongoing integration.

Amortization: The increase in amortization expense was primarily the result of $2.9 million of amortization associated with acquired Apache
intangible assets, including customer lists, contract backlog and a trade name.

Interest Expense: The Company s interest expense consists of the following:

Three Months Ended

June 30, June 30,
(in thousands) 2012 2011
Term loan $ 360 $ 412
Amortization of debt financing costs 189 244
Discounted obligations 162 109
Other 12 9
Total interest expense $ 723 $ 774

Interest Income: Interest income for the quarter ended June 30, 2012 was $887,000 as compared to $712,000 during the quarter ended June 30,
2011. Interest income increased as a result of an increase in the rate of return on cash and cash equivalent balances.

Income Tax Provision: The Company recorded income tax expense of $21.0 million and had income before income taxes of $71.3 million for
the quarter ended June 30, 2012. This represents an effective tax rate of 29.5% in the second quarter of 2012. During the quarter ended June 30,
2011, the Company recorded income tax expense of $19.2 million and had income before income taxes of $64.6 million. The Company s
effective tax rate was 29.7% in the second quarter of 2011.

When compared to the federal and state combined statutory rate, these rates are favorably impacted by lower statutory tax rates in many of the
Company s foreign jurisdictions, domestic manufacturing deductions, research and experimentation credits and tax benefits associated with the
merger of the Company s Japan subsidiaries in the third quarter of 2010. In the U.S., which is the largest jurisdiction for which the Company
receives such a tax credit, the availability of the research and development credit expired in December 2011 and it is uncertain whether the U.S.
Congress will reinstate this credit or the amount of the credit available if it is reinstated for 2012 or future periods. These rates are also impacted
by charges or benefits associated with the Company s uncertain tax positions.

As aresult of the 2010 subsidiary merger in Japan, the Company realized a reduction in its second quarter 2012 income tax expense of $2.3
million related to tax credits in the U.S.
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associated with foreign taxes paid in Japan. The Company also expects the 2010 Japan subsidiary merger will reduce future income tax expense
by the following amounts:

Estimated Reduction in

Income Tax Expense

Q32012 $2.2 - $2.3 million
Q42012 $2.2 - $2.3 million
FY 2013 $8.9 - $9.1 million
FY 2014 $8.9 - $9.1 million
FY 2015 $6.7 - $6.9 million

Refer to the section titled, Liquidity and Capital Resources for the estimated impact of the Japan subsidiary merger on future cash flows.

Net Income: The Company s net income in the second quarter of 2012 was $50.3 million as compared to net income of $45.4 million in the
second quarter of 2011. Diluted earnings per share was $0.53 in the second quarter of 2012 and $0.48 in the second quarter of 2011. The
weighted average shares used in computing diluted earnings per share were 94.9 million in the second quarter of 2012 and 94.2 million in the
second quarter of 2011.
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Results of Operations

Six Months Ended June 30, 2012 Compared to Six Months Ended June 30, 2011

Revenue:
Six Months Ended
June 30, Change

(in thousands, except percentages) 2012 2011 Amount %
Revenue:

Lease licenses $135,975 $100,274 $35,701 35.6
Perpetual licenses 100,931 93,029 7,902 8.5
Software licenses 236,906 193,303 43,603 22.6
Maintenance 133,395 118,321 15,074 12.7
Service 10,060 8,681 1,379 15.9
Maintenance and service 143,455 127,002 16,453 13.0
Total revenue $ 380,361 $320,305 $60,056 18.7

The Company s revenue in the six months ended June 30, 2012 increased 18.7% as compared to the six months ended June 30, 2011, including
increases in all major revenue categories. This growth was partially influenced by $29.3 million in Apache-related revenue and benefits from the
Company s continued investment in its global sales and marketing organization. Revenue from lease licenses increased 35.6% as compared to the
six months ended June 30, 2011, due to growth in sales of lease licenses and the addition of Apache-related lease license revenue of $28.4
million. Annual maintenance contracts that were sold with new perpetual licenses, along with maintenance contracts sold with new perpetual
licenses in previous quarters, contributed to maintenance revenue growth of 12.7%. Perpetual license revenue, which is derived entirely from

new sales during the period, increased 8.5% as compared to the six months ended June 30, 2012. Service revenue increased 15.9% as compared

to the six months ended June 30, 2012, primarily the result of increased revenue from engineering consulting services.

With respect to revenue, on average for the six months ended June 30, 2012, the U.S. Dollar was approximately 3.2% stronger, when measured
against the Company s primary foreign currencies, than for the six months ended June 30, 2011. The net overall strengthening resulted in
decreased revenue and operating income of approximately $6.5 million and $2.4 million, respectively, during the six months ended June 30,
2012, as compared to the six months ended June 30, 2011.

International and domestic revenues, as a percentage of total revenue, were 65.8% and 34.2%, respectively, during the six months ended
June 30, 2012, and 69.6% and 30.4%, respectively, during the six months ended June 30, 2011. The Company derived 25.5% and 26.8% of its
total revenue through the indirect sales channel for the six months ended June 30, 2012 and 2011, respectively.
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In valuing deferred revenue on the Apache balance sheet as of the acquisition date, the Company applied the fair value provisions applicable to

the accounting for business combinations. The impact on reported revenue for the six months ended June 30, 2012 was $3.0 million, primarily in
lease license revenue.
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Cost of Sales and Gross Profit:

Six Months Ended June 30,
2012 2011 Change
% of % of

(in thousands, except percentages) Amount Revenue Amount Revenue Amount %
Cost of sales:

Software licenses $ 12,285 32 $ 5924 1.8 $ 6,361 107.4
Amortization 20,339 53 15,000 4.7 5,339 35.6
Maintenance and service 36,455 9.6 33,721 10.5 2,734 8.1
Total cost of sales 69,079 18.2 54,645 17.1 14,434 26.4
Gross profit $ 311,282 81.8 $ 265,660 82.9 $45,622 17.2

Software Licenses: The increase in software license costs was primarily due to Apache-related cost of sales of $5.4 million and increased
stock-based compensation of $700,000.

Amortization: The increase in amortization expense was primarily a result of $6.7 million in amortization of acquired Apache software, partially
offset by a net $1.4 million decrease in amortization of other acquired software and trade names.

Maintenance and Service: The increase in maintenance and service costs is primarily due to the following:

Increased salaries and headcount-related costs of $1.4 million.

Increased depreciation expense of $300,000.
The improvement in gross profit was a result of the increase in revenue offset by a smaller increase in related cost of sales.
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Operating Expenses:

Six Months Ended June 30,
2012 2011 Change
% of % of

(in thousands, except percentages) Amount Revenue Amount Revenue Amount
Operating expenses:

Selling, general and administrative $ 94,229 248 $ 80,606 252  $13,623
Research and development 64,916 17.1 49,880 15.6 15,036
Amortization 13,175 3.5 8,087 2.5 5,088
Total operating expenses $172,320 453 $138,573 433 $33,747

Selling, General and Administrative: The increase in selling, general and administrative costs was primarily due to the following:

Apache-related selling, general and administrative expenses of $6.6 million.

Increased salaries and headcount-related costs of $4.3 million.

Increased stock-based compensation expense of $1.5 million.
Research and Development: The increase in research and development costs was primarily due to the following:

Apache-related research and development expenses of $7.6 million.

Increased stock-based compensation expense of $3.0 million.

Increased salaries and headcount-related costs of $3.1 million.

%

16.9
30.1
62.9
244

Amortization: The increase in amortization expense was primarily the result of $5.5 million of amortization associated with acquired Apache

intangible assets, including a trade name, customer lists and contract backlog.
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Interest Expense: The Company s interest expense consists of the following:

Six Months Ended
June 30, June 30,
(in thousands) 2012 2011

Term loan

$ 788 $ 831

Amortization of debt financing costs 393 496
Discounted obligations 320 190
Other 40 60

Total interest expense

$1,541 $ 1,577

Interest Income: Interest income for the six months ended June 30, 2012 was $1.8 million as compared to $1.4 million during the six months
ended June 30, 2011. Interest income increased as a result of an increase in the rate of return on cash and cash equivalent balances.

Other Expense. net: The Company recorded other expense of $655,000 during the six months ended June 30, 2012 as compared to other expense
of $622,000 during the six months ended June 30, 2011. The activity for both six-month periods was primarily composed of net foreign currency
transaction losses.

Income Tax Provision: The Company recorded income tax expense of $42.8 million and had income before income taxes of $138.6 million for
the six months ended June 30, 2012. This represents an effective tax rate of 30.9% for the six months ended June 30, 2012. During the six
months ended June 30, 2011, the Company recorded income tax expense of $38.6 million and had income before income taxes of $126.3
million. The Company s effective tax rate was 30.6% for the six months ended June 30, 2011.

As a result of the 2010 subsidiary merger in Japan, the Company realized a reduction in its income tax expense of $4.5 million for the six

months ended June 30, 2012 related to tax credits in the U.S. associated with foreign taxes paid in Japan. Refer to the section titled, Liquidity

and Capital Resources for the estimated impact on future cash flows and the discussion titled, Income Tax Provision in the three-month quarterly
comparative analysis within Results of Operations for the estimated impact on future income tax expense.

Net Income: The Company s net income for the six months ended June 30, 2012 was $95.8 million as compared to net income of $87.7 million
for the six months ended June 30, 2011. Diluted earnings per share was $1.01 for the six months ended June 30, 2012 and $0.93 for the six
months ended June 30, 2011. The weighted average shares used in computing diluted earnings per share were 95.1 million and 94.2 million
during the six-month periods ended June 30, 2012 and 2011, respectively.
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Non-GAAP Results

The Company provides non-GAAP revenue, non-GAAP operating income, non-GAAP operating profit margin, non-GAAP net income and
non-GAAP diluted earnings per share as supplemental measures to GAAP measures regarding the Company s operational performance. These

financial measures exclude the impact of certain items and, therefore, have not been calculated in accordance with GAAP. A detailed

explanation and a reconciliation of each non-GAAP financial measure to its most comparable GAAP financial measure are described below.

(in thousands, except percentages and per share
data)

Total revenue

Operating income

Operating profit margin

Net income

Earnings per share diluted:

Diluted earnings per share

Weighted average shares diluted

Three Months Ended
June 30, 2012
As Non-GAAP As
Reported Adjustments Results Reported
$ 195,016 $ 841(1) $ 195,857 $ 162,258
71,134 26,406(2) 97,540 64,813
36.5% 49.8% 39.9%
$ 50,262 $ 17,8293) $ 68,091 $ 45431
$ 0.53 $ 0.72 $ 0.48
94,928 94,928 94,188

June 30, 2011

Adjustments
$ 0
18,745(4)
$ 13,129(5)

Non-GAAP
Results
$ 162,258
83,558
51.5%
$ 58,560
$ 0.62
94,188

(1) Amount represents the revenue not reported during the period as a result of the acquisition accounting adjustment associated with
accounting for deferred revenue in business combinations.

(2) Amount represents $16.9 million of amortization expense associated with intangible assets acquired in business combinations, $8.0 million
of stock-based compensation expense, the $840,000 adjustment to revenue as reflected in (1) above and $670,000 of transaction expenses

related to the Esterel acquisition.

(3) Amount represents the impact of the adjustments to operating income referred to in (2) above, adjusted for the related income tax impact

of $8.6 million.

(4)  Amount represents $11.6 million of amortization expense associated with intangible assets acquired in business combinations, $5.3 million
of stock-based compensation expense and $1.9 million of transaction expenses related to the Apache acquisition.

(5) Amount represents the impact of the adjustments to operating income referred to in (4) above, adjusted for the related income tax impact

of $5.6 million.
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Six Months Ended

June 30, 2012 June 30, 2011
(in thousands, except percentages and per share As Non-GAAP As Non-GAAP
data) Reported Adjustments Results Reported Adjustments Results
Total revenue $ 380,361 $  29931) $ 383,354 $ 320,305 $ 0 $ 320,305
Operating income 138,962 52,999(2) 191,961 127,087 35,407(4) 162,494
Operating profit margin 36.5% 50.1% 39.7% 50.7%
Net income $ 95,801 $ 35,2253) $ 131,026 $ 87,672 $ 24360(5) $ 112,032
Earnings per share diluted:
Diluted earnings per share $ 1.01 $ 1.38 $ 0.93 $ 1.19
Weighted average shares diluted 95,059 95,059 94,179 94,179

(1) Amount represents the revenue not reported during the period as a result of the acquisition accounting adjustment associated with
accounting for deferred revenue in business combinations.

(2)  Amount represents $33.5 million of amortization expense associated with intangible assets acquired in business combinations, $15.8
million of stock-based compensation expense, the $3.0 million adjustment to revenue as reflected in (1) above and $670,000 of transaction
expenses related to the Esterel acquisition.

(3) Amount represents the impact of the adjustments to operating income referred to in (2) above, adjusted for the related income tax impact
of $17.8 million.

(4)  Amount represents $23.1 million of amortization expense associated with intangible assets acquired in business combinations, $10.5
million of stock-based compensation expense and $1.9 million of transaction expenses related to the Apache acquisition.

(5) Amount represents the impact of the adjustments to operating income referred to in (4) above, adjusted for the related income tax impact
of $11.0 million.
Non-GAAP Measures

Management uses non-GAAP financial measures (a) to evaluate the Company s historical and prospective financial performance as well as its
performance relative to its competitors, (b) to set internal sales targets and spending budgets, (c) to allocate resources, (d) to measure operational
profitability and the accuracy of forecasting, (e) to assess financial discipline over operational expenditures and (f) as an important factor in
determining variable compensation for management and its employees. In addition, many financial analysts that follow the Company focus on
and publish both historical results and future projections based on non-GAAP financial measures. The Company believes that it is in the best
interest of its investors to provide this information to analysts so that they accurately report the non-GAAP financial information. Moreover,
investors have historically requested and the Company has historically reported these non-GAAP financial measures as a means of providing
consistent and comparable information with past reports of financial results.
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While management believes that these non-GAAP financial measures provide useful supplemental information to investors, there are limitations
associated with the use of these non-GAAP financial measures. These non-GAAP financial measures are not prepared in accordance with
GAAP, are not reported by all of the Company s competitors and may not be directly comparable to similarly titled measures of the Company s
competitors due to potential differences in the exact method of calculation. The Company compensates for these limitations by using these
non-GAAP financial measures as supplements to GAAP financial measures and by reviewing the reconciliations of the non-GAAP financial
measures to their most comparable GAAP financial measures.

The adjustments to these non-GAAP financial measures, and the basis for such adjustments, are outlined below:

Acquisition accounting for deferred revenue and its related tax impact. Historically, the Company has consummated acquisitions in order to
support its strategic and other business objectives. In accordance with the fair value provisions applicable to the accounting for business
combinations, acquired deferred revenue is often recorded on the opening balance sheet at an amount that is lower than the historical carrying
value. Although this purchase accounting requirement has no impact on the Company s business or cash flow, it adversely impacts the Company s
reported GAAP revenue in the reporting periods following an acquisition. In order to provide investors with financial information that facilitates
comparison of both historical and future results, the Company provides non-GAAP financial measures which exclude the impact of the

acquisition accounting adjustment. The Company believes that this non-GAAP financial adjustment is useful to investors because it allows
investors to (a) evaluate the effectiveness of the methodology and information used by management in its financial and operational
decision-making and (b) compare past and future reports of financial results of the Company as the revenue reduction related to acquired

deferred revenue will not recur when related annual lease licenses and software maintenance contracts are renewed in future periods.

Amortization of intangibles from acquisitions and its related tax impact. The Company incurs amortization of intangibles, included in its
GAAP presentation of amortization expense, related to various acquisitions it has made in recent years. Management excludes these expenses
and their related tax impact for the purpose of calculating non-GAAP operating income, non-GAAP operating profit margin, non-GAAP net
income and non-GAAP diluted earnings per share when it evaluates the continuing operational performance of the Company because these costs
are fixed at the time of an acquisition, are then amortized over a period of several years after the acquisition and generally cannot be changed or
influenced by management after the acquisition. Accordingly, management does not consider these expenses for purposes of evaluating the
performance of the Company during the applicable time period after the acquisition, and it excludes such expenses when making decisions to
allocate resources.
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The Company believes that these non-GAAP financial measures are useful to investors because they allow investors to (a) evaluate the
effectiveness of the methodology and information used by management in its financial and operational decision-making and (b) compare past
reports of financial results of the Company as the Company has historically reported these non-GAAP financial measures.

Stock-based compensation expense and its related tax impact. The Company incurs expense related to stock-based compensation included in
its GAAP presentation of cost of software licenses; cost of maintenance and service; research and development expense and selling, general and
administrative expense. Although stock-based compensation is an expense of the Company and viewed as a form of compensation, management
excludes these expenses for the purpose of calculating non-GAAP operating income, non-GAAP operating profit margin, non-GAAP net income
and non-GAAP diluted earnings per share when it evaluates the continuing operational performance of the Company. Specifically, the Company
excludes stock-based compensation during its annual budgeting process and its quarterly and annual assessments of the Company s and
management s performance. The annual budgeting process is the primary mechanism whereby the Company allocates resources to various
initiatives and operational requirements. Additionally, the annual review by the board of directors during which it compares the Company s
historical business model and profitability to the planned business model and profitability for the forthcoming year excludes the impact of
stock-based compensation. In evaluating the performance of senior management and department managers, charges related to stock-based
compensation are excluded from expenditure and profitability results. In fact, the Company records stock-based compensation expense into a
stand-alone cost center for which no single operational manager is responsible or accountable. In this way, management is able to review, on a
period-to-period basis, each manager s performance and assess financial discipline over operational expenditures without the effect of
stock-based compensation. The Company believes that these non-GAAP financial measures are useful to investors because they allow investors
to (a) evaluate the Company s operating results and the effectiveness of the methodology used by management to review the Company s operating
results, and (b) review historical comparability in its financial reporting as well as comparability with competitors operating results.

Transaction costs related to business combinations. The Company incurs expenses for professional services rendered in connection with
business combinations, which are included in its GAAP presentation of selling, general and administrative expense. These expenses are

generally not tax-deductible. Management excludes these acquisition-related transaction costs for the purpose of calculating non-GAAP

operating income, non-GAAP operating profit margin, non-GAAP net income and non-GAAP diluted earnings per share when it evaluates the
continuing operational performance of the Company, as it generally would not have otherwise incurred these expenses in the periods presented

as a part of its continuing operations. The Company believes that these non-GAAP financial measures are useful to investors because they allow
investors to (a) evaluate the Company s operating results and the effectiveness of the methodology used by management to review the Company s
operating results, and (b) review historical comparability in its financial reporting as well as comparability with competitors operating results.
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Non-GAAP financial measures are not in accordance with, or an alternative for, generally accepted accounting principles in the United States.
The Company s non-GAAP financial measures are not meant to be considered in isolation or as a substitute for comparable GAAP financial
measures, and should be read only in conjunction with the Company s consolidated financial statements prepared in accordance with GAAP.

The Company has provided a reconciliation of the non-GAAP financial measures to the most directly comparable GAAP financial measures as
listed below:

GAAP Reporting Measure Non-GAAP Reporting Measure

Revenue Non-GAAP Revenue

Operating Income Non-GAAP Operating Income

Operating Profit Margin Non-GAAP Operating Profit Margin

Net Income Non-GAAP Net Income

Diluted Earnings Per Share Non-GAAP Diluted Earnings Per Share
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Liquidity and Capital Resources

Cash, cash equivalents and short-term investments: As of June 30, 2012, the Company had cash, cash equivalents and short-term investments
totaling $552.0 million and working capital of $377.2 million as compared to cash, cash equivalents and short-term investments of $472.4
million and working capital of $301.3 million at December 31, 2011.

Cash and cash equivalents consist primarily of highly liquid investments such as money market mutual funds and deposits held at major banks.
Short-term investments consist primarily of deposits held by certain foreign subsidiaries of the Company with original maturities of three
months to one year. Cash, cash equivalents and short-term investments include $199.2 million held by the Company s foreign subsidiaries as of
June 30, 2012. If these foreign balances were repatriated to the U.S., they would be subject to domestic tax, resulting in a tax obligation in the
period of repatriation. The amount of cash, cash equivalents and short-term investments held by these subsidiaries is subject to translation
adjustments caused by changes in foreign currency exchange rates as of the end of each respective reporting period, the offset to which is
recorded in accumulated other comprehensive income on the Company s condensed consolidated balance sheet.

Cash flows from operating activities: The Company s operating activities provided cash of $158.5 million for the six months ended June 30,
2012 and $163.8 million for the six months ended June 30, 2011. The net $5.3 million decrease in operating cash flows in the six months ended
June 30, 2012 as compared to the six months ended June 30, 2011 was primarily related to:

A $22.9 million decrease in cash flows from operating assets and liabilities whereby these fluctuations produced a net cash inflow of
$16.7 million during the six months ended June 30, 2012 as compared to $39.6 million during the six months ended June 30, 2011.

An increase in other non-cash operating adjustments of $9.4 million from $36.5 million for the six months ended June 30, 2011 to
$45.9 million for the six months ended June 30, 2012.

An increase in net income of $8.1 million from $87.7 million for the six months ended June 30, 2011 to $95.8 million for the six
months ended June 30, 2012.
Cash flows from investing activities: The Company s investing activities used net cash of $14.3 million and $7.7 million for the six months
ended June 30, 2012 and June 30, 2011, respectively. Total capital spending was $14.3 million and $7.6 million for the six months ended
June 30, 2012 and June 30, 2011, respectively. In May 2012, the Company acquired an office building adjacent to its Canonsburg headquarters
in order to provide flexibility for future expansion and the growing employee population. The cost of this property was $4.8 million. The
Company currently plans capital spending of approximately $27.0 million to $32.0 million during fiscal year 2012 as compared to $22.1 million
of capital spending during fiscal year 2011. However, the level of spending will be dependent upon various factors, including growth of the
business and general economic conditions.
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Cash flows used in financing activities: Financing activities used cash of $62.1 million and $5.0 million for the six months ended June 30, 2012
and 2011, respectively. This change of $57.1 million was primarily the result of an increase in cash used for treasury stock repurchases of $48.9
million and a $10.6 million increase in principal payments on long-term debt during the 2012 period as compared to the 2011 period.

The Company s term loan includes covenants related to the consolidated leverage ratio and the consolidated fixed charge coverage ratio, as well
as certain restrictions on additional investments and indebtedness. As of June 30, 2012, the Company is in compliance with all financial
covenants as stated in the credit agreement.

The Company believes that existing cash and cash equivalent balances of $551.5 million, together with cash generated from operations, will be
sufficient to meet the Company s working capital, capital expenditure and debt service requirements through the next twelve months. The
Company s cash requirements in the future may also be financed through additional equity or debt financings. There can be no assurance that
such financings can be obtained on favorable terms, if at all.

As of June 30, 2012, 2.0 million shares remain authorized for repurchase under the Company s stock repurchase program.

The Company continues to generate positive cash flows from operating activities and believes that the best use of its excess cash is to repay its
long-term debt, to invest in the business and, under certain favorable conditions, to repurchase stock. Additionally, the Company has in the past,
and expects in the future, to acquire or make investments in complementary companies, products, services and technologies. Any future
acquisitions may be funded by available cash and investments, cash generated from operations, existing or additional credit facilities, or from the
issuance of additional securities.

On May 29, 2012, the Company announced a definitive agreement to acquire Esterel Technologies, S.A., a leading provider of embedded
software simulation solutions for mission critical applications. On August 1, 2012, the Company completed its acquisition of Esterel. Under the
terms of the agreement, ANSYS acquired 100% of Esterel for a purchase price of approximately $59.5 million in cash. The agreement also
included retention provisions for key members of management and employees. After the combination, the Company employs 2,300 people. The
Company funded the transaction entirely with existing cash balances. The complementary combination is expected to accelerate development of
new and innovative products to the marketplace while lowering design and engineering costs for customers.

The operating results of Esterel will be included in the Company s consolidated financial statements from the date of acquisition and,
accordingly, Esterel s operating results are not included in the financial results presented in this quarterly report on Form 10-Q.

The Company has a $3.1 million line of credit available on a purchase card.
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The Company s operating cash flow was favorably impacted by approximately $4.1 million and $10.0 million during the six months ended
June 30, 2012 and 2011, respectively, as a result of the 2010 merger of the Company s Japan subsidiaries. This merger is expected to favorably
impact the Company s cash flow from operations in future periods as follows:

Estimated Future Cash Flow Savings

Fiscal year 2012 - 2013 $8 - $9 million per year
Fiscal year 2014 - 2015 $9 - $10 million per year
Fiscal year 2016 - 2017 $10 - $11 million per year
Fiscal year 2018 $4 - $5 million
Uncertain timing $26 million

Total future benefits $84 - $91 million

With respect to the amounts in the preceding table whereby the timing is listed as uncertain, the realization of these benefits is affected by the
resolution of an audit of the Company s amended tax return refund claims, which the Internal Revenue Service ( IRS ) began in the second quarter
of 2012. The Company continues to expect that it will realize these cash flow benefits.

Off-Balance Sheet Arrangements

The Company does not have any special purpose entities or off-balance sheet financing.
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Contractual Obligations

There were no material changes to the Company s significant contractual obligations during the six months ended June 30, 2012 as compared to
those previously reported in Management s Discussion and Analysis of Financial Condition and Results of Operations within the Company s most
recent Annual Report on Form 10-K.

Critical Accounting Policies and Estimates

No significant changes have occurred to the Company s critical accounting policies and estimates as previously reported within Management s
Discussion and Analysis of Financial Condition and Results of Operations in the Company s most recent Annual Report on Form 10-K.

During the first quarter of 2012, the Company completed the annual impairment test for goodwill and intangible assets with indefinite lives and
determined that these assets had not been impaired as of the test date, January 1, 2012. As of the test date, there was sufficient evidence that it
was not more likely than not that the fair values of the Company s reporting units were less than their carrying values. No events occurred or
circumstances changed during the six months ended June 30, 2012 that would indicate that the fair values of the Company s reporting units are
below their carrying amounts.

47

Table of Contents 51



Edgar Filing: ANSYS INC - Form 10-Q

Table of Conten

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Income Rate Risk. Changes in the overall level of interest rates affect the interest income that is generated from the Company s cash and
short-term investments. For the three and six months ended June 30, 2012, total interest income was $887,000 million and $1.8 million,
respectively. Cash and cash equivalents consist primarily of highly liquid investments such as money market mutual funds and deposits held at
major banks.

Interest Expense Rate Risk. The Company entered into a $355.0 million term loan with variable interest rates as of July 31, 2008. The term loan
is scheduled to mature on July 31, 2013 and provides for tiered pricing with the initial rate at the prime rate + 0.50%, or the LIBOR rate +

1.50%, with step downs permitted after the initial six months under the credit agreement down to a flat prime rate or the LIBOR rate + 0.75%.
Such tiered pricing is determined by the Company s consolidated leverage ratio. The Company s consolidated leverage ratio has been reduced to
the lowest pricing tier in the credit agreement. The credit agreement includes quarterly financial covenants, requiring the Company to maintain
certain financial ratios and, as is customary for facilities of this type, certain events of default that permit the acceleration of the loan.

Borrowings outstanding under this facility totaled $106.3 million as of June 30, 2012.

For the three and six months ended June 30, 2012, the Company recorded interest expense related to the term loan at interest rates of 1.22% and
1.28%, respectively. For the three and six months ended June 30, 2011, the Company recorded interest expense related to the term loan at
interest rates of 1.06% and 1.05%, respectively. The interest expense on the term loan and amortization related to debt financing costs were as
follows:

Three Months Ended
June 30, 2012 June 30, 2011
Interest Interest
(in thousands) Expense Amortization Expense Amortization
July 31, 2008 term loan $360 $ 189 $412 $ 244
Six Months Ended
June 30, 2012 June 30, 2011
Interest Interest
(in thousands) Expense Amortization Expense Amortization
July 31, 2008 term loan $ 788 $ 393 $ 831 $ 496

Based on the effective interest rates and remaining outstanding borrowings at June 30, 2012, a 0.50% increase in interest rates would not impact
the Company s interest expense for the quarter ending September 30, 2012. Based on the effective interest rates and remaining outstanding
borrowings at June 30, 2012, assuming contractual quarterly principal payments are made, a 0.50% increase in interest rates would increase the
Company s interest expense by approximately $100,000 for the year ending December 31, 2012.
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The interest rate on the outstanding term loan balance is set for the quarter ending September 30, 2012 at 1.21%, which is based on LIBOR +
0.75%. As of June 30, 2012, the fair value of the debt approximated the recorded value.

Foreign Currency Transaction Risk. As the Company continues to expand its business presence in international regions, the portion of its
revenue, expenses, cash, accounts receivable and payment obligations denominated in foreign currencies continues to increase. As a result,
changes in currency exchange rates will affect the Company s financial position, results of operations and cash flows. The Company is most
impacted by movements in and among the British Pound, Euro, Japanese Yen, Canadian Dollar, Indian Rupee, Chinese Renminbi, Korean Won,
Taiwan Dollar and the U.S. Dollar.

With respect to revenue, on average for the quarter ended June 30, 2012, the U.S. Dollar was approximately 5.4% stronger, when measured
against the Company s primary foreign currencies, than for the quarter ended June 30, 2011. The net overall strengthening resulted in decreased
revenue and operating income of approximately $5.6 million and $2.5 million, respectively, during the quarter ended June 30, 2012, as
compared with the same quarter of 2011.

With respect to revenue, on average for the six months ended June 30, 2012, the U.S. Dollar was approximately 3.2% stronger, when measured
against the Company s primary foreign currencies, than for the six months ended June 30, 2011. The net overall strengthening resulted in
decreased revenue and operating income of approximately $6.5 million and $2.4 million, respectively, during the six months ended June 30,
2012, as compared to the six months ended June 30, 2011.

In January 2012, the Company entered into a foreign currency future contract with a third-party U.S. financial institution, which was settled in
June 2012. The purpose of this contract was to mitigate the Company s exposure to foreign exchange risk arising from intercompany receivables
from a Japanese subsidiary. The foreign exchange future was measured at fair value each reporting period, with gains or losses recognized in
earnings.
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The most significant currency impacts on revenue and operating income were primarily attributable to U.S. Dollar exchange rate changes against

the Euro, British Pound and Japanese Yen as reflected in the charts below:

As of

June 30, 2011
December 31, 2011
June 30, 2012

Three Months Ended

March 31, 2011

June 30, 2011

September 30, 2011

December 31, 2011

March 31, 2012

June 30, 2012

No other material change has occurred in the Company s market risk subsequent to December 31, 2011.
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Period End Exchange Rates

EUR/USD

1.450
1.296
1.266

GBP/USD

1.605
1.554
1.570

USD/JPY
80.567
76.917
79.815

Average Exchange Rates

EUR/USD

1.368
1.440
1.413
1.348
1.312
1.283

GBP/USD

1.603
1.631
1.599
1.572
1.572
1.562

USD/JPY
82.280
81.556
77.702
77.343
79.275
80.087
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. As required by Rules 13a-15 and 15d-15 of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, the Company has evaluated, with the participation of management, including the Chief Executive Officer and the
Chief Financial Officer, the effectiveness of the design and operation of its disclosure controls and procedures as of the end of the period
covered by this report. Based on such evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that such disclosure
controls and procedures are effective, as defined in Rule 13a-15(e) of the Exchange Act.

The Company has a Disclosure Review Committee to assist in the quarterly evaluation of the Company s internal disclosure controls and
procedures and in the review of the Company s periodic filings under the Exchange Act. The membership of the Disclosure Review Committee
consists of the Company s Chief Executive Officer, Chief Financial Officer, Apache President, Global Controller, General Counsel, Investor
Relations and Global Insurance Officer, Vice President of Worldwide Sales and Support, Vice President of Human Resources, Vice President of
Marketing and Business Unit General Managers. This committee is advised by external counsel, particularly on SEC-related

matters. Additionally, other members of the Company s global management team advise the committee with respect to disclosure via a
sub-certification process.

The Company believes, based on its knowledge, that the financial statements and other financial information included in this report fairly
present, in all material respects, the financial condition, results of operations and cash flows of the Company as of and for the periods presented
in this report. The Company is committed to both a sound internal control environment and to good corporate governance.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with policies or procedures may deteriorate.

From time to time, the Company reviews the disclosure controls and procedures, and may from time to time make changes to enhance their
effectiveness and to ensure that the Company s systems evolve with its business.

Changes in Internal Control. The Company is in the process of extending its internal controls to the business operations of Apache. There were
no changes in the Company s internal control over financial reporting that occurred during the three months ended June 30, 2012 that materially
affected, or were reasonably likely to materially affect, the Company s internal control over financial reporting.
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PARTII OTHER INFORMATION

Item 1. Legal Proceedings

The Company is subject to various investigations, claims and legal proceedings that arise in the ordinary course of business, including alleged
infringement of intellectual property rights, commercial disputes, labor and employment matters, tax audits and other matters. In the opinion of
the Company, the resolution of pending matters is not expected to have a material, adverse effect on the Company s consolidated results of
operations, cash flows or financial position. However, each of these matters is subject to various uncertainties and it is possible that an
unfavorable resolution of one or more of these proceedings could in the future materially affect the Company s results of operations, cash flows
or financial position.

Item 1A.  Risk Factors

The Company cautions investors that its performance (and, therefore, any forward-looking statement) is subject to risks and uncertainties.
Various important factors may cause the Company s future results to differ materially from those projected in any forward-looking statement.
These factors were disclosed in, but are not limited to, the items within the Company s most recent Annual Report on Form 10-K, Part I,

Item 1A. Any material changes which occurred during the six months ended June 30, 2012 to the risk factors previously presented are discussed
below.

On August 1, 2012, the Company completed its acquisition of Esterel. Under the terms of the agreement, ANSYS acquired 100% of Esterel for a
purchase price of approximately $59.5 million in cash, subject to certain working capital adjustments at close. The agreement also included
retention provisions for key members of management and employees. After the combination, the Company employs 2,300 people. The Company
funded the transaction entirely with existing cash balances. The complementary combination is expected to accelerate development of new and
innovative products to the marketplace while lowering design and engineering costs for customers. As a result of the acquisition, the Company
has been or may be exposed to the following additional risks:

Challenges of the Acquisition.

The Company will need to meet significant challenges to realize the expected benefits and synergies of the acquisition. These challenges
include:

integrating the management teams, strategies, cultures and operations of the two companies

retaining and assimilating the key personnel of each company

integrating sales and business development operations

retaining existing customers of each company
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developing new products and services that utilize the technologies and resources of both companies

creating uniform standards, controls, procedures, policies and information systems

realizing the anticipated cost savings in the combined company

combining the businesses of the Company and Esterel in a manner that does not materially disrupt Esterel s existing customer
relationships nor otherwise result in decreased revenues and that allows the Company to capitalize on Esterel s growth opportunities
The accomplishment of these post-acquisition objectives will involve considerable risks, including:

the loss of key employees that are critical to the successful integration and future operations of the companies

the potential disruption of each company s ongoing business and distraction of their respective management teams

the difficulty of incorporating acquired technology and rights into the Company s products and services

unanticipated expenses related to technology integration

potential disruptions in each company s operations, loss of existing customers, loss of key information, expertise or know-how, and
unanticipated additional recruitment and training costs

possible inconsistencies in standards, controls, procedures and policies that could adversely affect the Company s ability to maintain
relationships with customers and employees or to achieve the anticipated benefits of the acquisition

potential unknown liabilities associated with the acquisition
If the Company does not succeed in addressing these challenges or any other problems encountered in connection with the acquisition, its
operating results and financial condition could be adversely affected.

Market Price of the Company s Common Stock.

The market price of the Company s common stock may decline as a result of the acquisition for a number of reasons, including:

the integration of Esterel by the Company may be unsuccessful
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the Company may not achieve the perceived benefits of the acquisition as rapidly as, or to the extent, anticipated by financial or
industry analysts

the effect of the acquisition on the Company s financial results may not be consistent with the expectations of financial or industry

analysts
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(©) Issuer Purchases of Equity Securities
Total Number of Maximum
Shares Purchased Number of Shares
Total Average as Part of Publicly that May Yet Be
Number of Price Paid Announced Purchased
Shares per Plans Under
Period Purchased Share or Programs Plans or Programs
April 1 April 30, 2012 3,000,000(1)
May 1 May 31,2012 1,000,000 $ 61.59 1,000,000 2,000,000
June 1 June 30, 2012 2,000,000
Total 1,000,000 $ 61.59 1,000,000 2,000,000
1) The Company initially announced its stock repurchase program in February 2000, and subsequently announced various
amendments to the program. In February 2012, the Company s Board of Directors approved the repurchase of up to a total
of 3,000,000 shares under the program, which does not have an expiration date.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item S. Other Information
None.
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Item 6. Exhibits
(a) Exhibits.
Exhibit No. Exhibit
3.1 Certificate of Amendment to the Company s Restated Certificate of Incorporation as filed with the Secretary of State of the State
of Delaware (filed as Exhibit 3.1 to the Company s Current Report on Form 8-K, filed May 21, 2012, and incorporated herein by
reference).
10.1 Form of Employee Non-Qualified Stock Option Agreement under the Fourth Amended and Restated ANSYS, Inc. 1996 Stock
Option and Grant Plan.*
10.2 Form of Non-Employee Director Non-Qualified Stock Option Agreement under the Fourth Amended and Restated ANSYS,
Inc. 1996 Stock Option and Grant Plan.*
15 Independent Registered Public Accountant s Letter Regarding Unaudited Financial Information.
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS XBRL Instance Document**
101.SCH XBRL Taxonomy Extension Schema**
101.CAL XBRL Taxonomy Extension Calculation Linkbase™**
101.DEF XBRL Taxonomy Extension Definition Linkbase**
101.LAB XBRL Taxonomy Extension Label Linkbase™**
101.PRE XBRL Taxonomy Extension Presentation Linkbase**
* Indicates management contract or cr)mpensamry plan, contract or armngement.

**  Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed not filed or part of a registration statement or prospectus
for purposes of Sections 11 or 12 of the Securities Act of 1933 or Section 18 of the Securities Exchange Act of 1934 and otherwise are not
subject to liability.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned, thereunto duly authorized.

Date: August 2, 2012

Date: August 2, 2012
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ANSYS, Inc.

By: /s! James E. Cashman 111
James E. Cashman III
President and Chief Executive Officer

By: /s! Maria T. Shields

Maria T. Shields
Chief Financial Officer
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