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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 March 31, 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) (LR.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 ~

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).
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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 April 27, 2012 was 93,146,587 shares.
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PARTI UNAUDITED FINANCIAL INFORMATION

Item 1. Financial Statements:
ANSYS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
March 31, December 31,
2012 2011

(in thousands, except share and per share data) (Unaudited) (Audited)
ASSETS
Current assets:
Cash and cash equivalents $ 557,846 $ 471,828
Short-term investments 599 576
Accounts receivable, less allowance for doubtful accounts of $4,000 and $4,101, respectively 79,506 84,602
Other receivables and current assets 175,656 163,296
Deferred income taxes 17,195 19,731
Total current assets 830,802 740,033
Property and equipment, net 46,809 45,638
Goodwill 1,229,629 1,225,375
Other intangible assets, net 365,622 383,420
Other long-term assets 34,863 46,942
Deferred income taxes 9,333 7,062
Total assets $2,517,058 $ 2,448,470
LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Current portion of long-term debt and capital lease obligations $ 90355 $ 74,423
Accounts payable 5,572 6,987
Accrued bonuses and commissions 16,678 36,164
Accrued income taxes 7,669 6,213
Other accrued expenses and liabilities 55,053 55,809
Deferred revenue 281,689 259,155
Total current liabilities 457,016 438,751
Long-term liabilities:
Long-term debt and capital lease obligations, less current portion 26,574 53,149
Deferred income taxes 105,042 101,618
Other long-term liabilities 107,533 100,479
Total long-term liabilities 239,149 255,246
Commitments and contingencies 0 0
Stockholders equity:
Preferred stock, $.01 par value; 2,000,000 shares authorized; zero shares issued or outstanding 0 0
Common stock, $.01 par value; 300,000,000 shares authorized; 93,064,954 and 92,651,739 shares issued,
respectively 931 927
Additional paid-in capital 926,611 905,662
Retained earnings 881,547 836,008
Accumulated other comprehensive income 11,804 11,876
Total stockholders equity 1,820,893 1,754,473
Total liabilities and stockholders equity $ 2,517,058 $ 2,448,470

The accompanying notes are an integral part of the condensed consolidated financial statements.
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(in thousands, except per share data)
Revenue:

Software licenses

Maintenance and service

Total revenue

Cost of sales:

Software licenses

Amortization

Maintenance and service

Total cost of sales

Gross profit

Operating expenses:

Selling, general and administrative
Research and development
Amortization

Total operating expenses
Operating income

Interest expense

Interest income

Other expense, net

Income before income tax provision
Income tax provision

Net income

Earnings per share basic:

Basic earnings per share
Weighted average shares basic
Earnings per share diluted:
Diluted earnings per share
Weighted average shares diluted

ANSYS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

Three Months Ended
March 31, March 31,
2012 2011
$ 113,554 $ 95,867

71,791 62,180
185,345 158,047
5,996 2,894
10,214 7,498
18,132 16,190
34,342 26,582
151,003 131,465
45,249 40,476
31,501 24,698
6,425 4,017
83,175 69,191
67,828 62,274
(818) (803)
901 695
(616) (514)
67,295 61,652
21,756 19,411
$ 45,539 $ 42241
$ 0.49 $ 0.46
92,817 91,767
$ 0.48 $ 0.45
95,190 94,171

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
March 31, March 31,
2012 2011

(in thousands)

Net income

Other comprehensive (loss) income, net of tax:
Foreign currency translation adjustments
Comprehensive income

$45,539 $ 42,241
(72) 3,139

$45467 $ 45,380
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 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 provided by (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

Three Months Ended
March 31, March 31,
2012 2011
$ 45,539 $ 42241
20,712 14,831

1,789 3,038
3 94
7,802 5,147
3,872) (1,712)
13 1
5,632 6,804
(14,129) 1,391
5,365 (341)
(22,054) (10,596)
6,955 (675)
28,916 23,945
926 691
83,597 84,859
4,743) (3,341)
(69) (114)
68 37
4,744) (3,418)
(10,630) (5,315)
()] (32)
0 (12,704)
1,116 938
8,053 6,172
3,872 1,712
2,402 (9,229)
4,763 5,243
86,018 77,455
471,828 472,479
$ 557,846 $ 549,934
$ 13,023 $ 8,769
452 489

The accompanying notes are an integral part of the condensed consolidated financial statements.
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ANSYS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 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 months ended March 31,
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:

March 31, December 31,
2012 2011

% of % of
(in thousands, except percentages) Amount Total Amount Total
Cash accounts $ 279,961 50.2 $ 289,298 61.3
Money market mutual funds 274,068 49.1 181,198 38.4
Time deposits 3,817 0.7 1,332 0.3
Total $ 557,846 $471,828

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

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 ANSYS replacement stock option awards 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 included 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.
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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 will be 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 March 31, 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 $980,000 for the three months ended March 31, 2012.

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 months ended March 31, 2012 was $2.2 million, primarily in lease license
revenue. The expected impact on reported revenue is $840,000 and $3.4 million for the quarter ending June 30, 2012 and the year ending
December 31, 2012, respectively.
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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 preliminary fair value of consideration transferred and the 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 (16,038)
Deferred revenue (10,100)
Net deferred tax liabilities (48,833)
Total identifiable net assets $ 119,088
Goodwill $ 194,889

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
$48.8 million, and identifiable finite-lived intangible assets from $151.7 million to $154.0 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.

10

Table of Contents 11



Edgar Filing: ANSYS INC - Form 10-Q

Table of Conten
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 $116.5 million and $112.8 million as of
March 31, 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 $39.2 million and $36.0 million as of March 31, 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 $35.9 million and $35.5 million as of March 31, 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

March 31, March 31,
(in thousands, except per share data) 2012 2011
Net income $ 45,539 $ 42,241
Weighted average shares outstanding  basic 92,817 91,767
Dilutive effect of outstanding stock options and deferred stock units 2,373 2,404
Weighted average shares outstanding  diluted 95,190 94,171
Basic earnings per share $ 049 $ 046
Diluted earnings per share $ 048 $ 045
Anti-dilutive options 1,530 1,176

11
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7. Long-Term Debt

Borrowings consist of the following:

March 31, December 31,
(in thousands) 2012 2011
Term loan payable in quarterly installments with a final maturity of July 31, 2013 $ 116,927 $ 127,557
Capitalized lease obligations 2 15
Total 116,929 127,572
Less current portion (90,355) (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. On March 31, 2012, the Company
made the required quarterly principal payment of $10.6 million.

For the three months ended March 31, 2012 and 2011, the Company recorded interest expense related to the term loan at interest rates of 1.33%
and 1.05%, respectively. The interest expense on the term loan and amortization related to debt financing costs were as follows:

Three Months Ended
March 31, 2012 March 31, 2011
Interest Interest
(in thousands) Expense Amortization Expense Amortization
July 31, 2008 term loan $ 428 $ 204 $ 420 $ 252

12
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The interest rate on the outstanding term loan balance of $116.9 million is set for the quarter ending June 30, 2012 at 1.22%, which is based on
LIBOR + 0.75%. The required future principal payments on the Company s term loan as of March 31, 2012 are scheduled as follows:

(in thousands)

June 30, 2012 $ 10,631
September 30, 2012 26,574
December 31, 2012 26,574
March 31, 2013 26,574
July 31, 2013 (maturity) 26,574
Term loan balance payable as of March 31, 2012 $ 116,927

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
exceeds its carrying amount. No events occurred or circumstances changed during the three months ended March 31, 2012 that would indicate
that the fair values of the Company s reporting units are below their carrying amounts.

13
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As of March 31, 2012 and December 31, 2011, the Company s intangible assets and estimated useful lives are classified as follows:

March 31, 2012

Gross

Carrying Accumulated
(in thousands) Amount Amortization
Amortized intangible assets:
Developed software and core technologies (7 10 years) $287,756 $ (152,999)
Customer lists and contract backlog (3 15 years) 220,990 (82,089)
Trademarks (6 10 years) 102,613 (32,906)
Total $611,359 $ (267,994)
Unamortized intangible assets:
Trademarks $ 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 $16.6 million and $11.5 million for the three months ended March 31, 2012

and 2011, respectively.

As of March 31, 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 trademarks

Other intangible assets, net

The changes in goodwill during the three months ended March 31, 2012 are as follows:

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

Ending balance March 31, 2012

$ 50,106
58,316
51,731
47,718
40,178
36,232
59,084

343,365
22,257

$ 365,622

$ 1,225,375
4,254

$ 1,229,629

The first quarter 2012 change in goodwill above includes a $4.6 million increase to the net deferred tax liabilities of Apache 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.
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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:

Fair Value Measurements at

Reporting Date Using:
Quoted Prices in  Significant Other Significant
Active Observable Unobservable
March 31, Markets Inputs Inputs
(in thousands) 2012 (Level 1) (Level 2) (Level 3)
Assets
Cash equivalents $ 277,885 $ 274,068 $ 3,817 $ 0
Short-term investments $ 599 $ 0 $ 599 $ 0
Foreign currency future $ 705 $ 0 $ 705 $ 0
Liabilities
Contingent consideration $ (9,614) $ 0 $ 0 $ (9,614
Deferred compensation $ (2,082) $ 0 $ 0 $ (2,082
Fair Value Measurements at
Reporting Date Using:
Quoted Prices in  Significant Other Significant
Active Observable Unobservable
December 31, Markets Inputs Inputs

(in thousands) 2011 (Level 1) (Level 2) (Level 3)
Assets
Cash equivalents $ 182,530 $ 181,198 $ 1,332 $ 0
Short-term investments $ 576 $ 0 $ 576 $ 0
Liabilities
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The cash equivalents in the preceding tables represent money market mutual funds and time deposits.

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 months ended March 31, 2012 and 2011.

In January 2012, the Company entered into a foreign currency futures contract with a third-party U.S. financial institution, which will be settled
in June 2012. The purpose of this contract is to mitigate the Company s exposure to foreign exchange risk arising from intercompany receivables
from a Japanese subsidiary. As of March 31, 2012, the Company s foreign exchange future is in an asset position of $705,000. The foreign
exchange futures are 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 included 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 March 31, 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 $9.6 million based on the net present value of the expected payments as of
March 31, 2012. The net present value calculations for the deferred compensation and contingent consideration included 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 three months ended March 31, 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
Significant Unobservable Inputs

Contingent Deferred
(in thousands) Consideration Compensation
Beginning balance January 1, 2012 $9,571 $ 2,073
Interest expense included in earnings 43 9
Ending balance March 31, 2012 $9,614 $ 2,082

The Company had no transfers of amounts in or out of Level 1 or Level 2 fair value measurements during the three months ended March 31,
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
March 31, March 31,

(in thousands) 2012 2011
United States $ 63,595 $ 49,106
Japan 29,555 26,925
Germany 20,541 16,960
Canada 3,138 2,950
Other European 41,856 39,205
Other international 26,660 22,901
Total revenue $ 185,345 $ 158,047
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Property and equipment by geographic area is as follows:

March 31, December 31,
(in thousands) 2012 2011
United States $ 32,051 $ 30,917
United Kingdom 3,153 3,077
India 3,051 3,092
Germany 2,386 1,843
France 2,237 2,388
Japan 1,251 1,447
Canada 877 938
Other European 930 957
Other international 873 979
Total property and equipment $ 46,809 $ 45,638

11. Stock Repurchase Program

In February 2012, the Company announced that its Board of Directors approved an increase to its authorized share repurchase program. Under
the Company s stock repurchase program, the Company repurchased no shares during the three months ended March 31, 2012. During the three
months ended March 31, 2011, ANSYS repurchased 247,443 shares at an average price per share of $51.34. As of March 31, 2012, 3.0 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

March 31, March 31,
(in thousands) 2012 2011
Cost of sales:
Software licenses $ 368 $ 36
Maintenance and service 559 460
Operating expenses:
Selling, general and administrative 3,639 2,956
Research and development 3,236 1,695
Stock-based compensation expense before taxes 7,802 5,147
Related income tax benefits (2,245) (1,171)
Stock-based compensation expense, net of taxes $ 5,557 $ 3,976
Net impact on earnings per share:
Basic earnings per share $ (0.06) $ (0.04)
Diluted earnings per share $ (0.06) $  (0.04)
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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.

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 March 31, 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.

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 adopted by the
Company effective January 1, 2012, and all non-owner changes in stockholders equity were presented in a separate statement.
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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 March 31,
2012, and the related condensed consolidated statements of income, comprehensive income and cash flows for the three-month periods ended

March 31, 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

May 3, 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 March 31, 2012 reflect growth in revenues of 17.3%, operating income of 8.9% and diluted
earnings per share of 6.7% as compared to the three months ended March 31, 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. These contributions were partially offset
by increased operating expenses and additional amortization from intangible assets related to the Apache acquisition.

The Company s non-GAAP results for the three months ended March 31, 2012 reflect increases in revenue of 18.6%, operating income of 19.6%
and diluted earnings per share of 15.8% as compared to the three months ended March 31, 2011. The non-GAAP results exclude the income
statement effects of the acquisition accounting adjustment to deferred revenue, stock-based compensation and acquisition-related amortization of
intangible assets. 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 months ended March 31, 2012 was $2.2 million, primarily in lease license
revenue. The expected impact on reported revenue is $840,000 and $3.4 million for the quarter ending June 30, 2012 and the year ending
December 31, 2012, respectively.

The Company s financial position includes $558.4 million in cash and short-term investments, and working capital of $373.8 million as of
March 31, 2012. The Company has outstanding borrowings under its term loan of $116.9 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
March 31, 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
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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.

The following discussion should be read in conjunction with the accompanying unaudited condensed consolidated financial statements and notes
thereto for the three months ended March 31, 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.
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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, High Performance Computing ( HPC ) capabilities 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.

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.
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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.
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 March 31, 2012 Compared to Three Months Ended March 31, 2011

Revenue:
Three Months Ended
March 31, Change

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

Lease licenses $ 66,783 $ 49,549 $17,234 34.8
Perpetual licenses 46,771 46,318 453 1.0
Software licenses 113,554 95,867 17,687 18.4
Maintenance 66,116 57,791 8,325 14.4
Service 5,675 4,389 1,286 29.3
Maintenance and service 71,791 62,180 9,611 15.5
Total revenue $185,345 $158,047 $27,298 17.3

The Company s revenue in the quarter ended March 31, 2012 increased 17.3% as compared to the quarter ended March 31, 2011, including
increases in all major revenue categories. This growth was partially influenced by $13.5 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 34.8% as compared to the
quarter ended March 31, 2011, due to growth in sales of lease licenses and the addition of Apache-related lease license revenue of $13.1 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 14.4%. Perpetual license revenue, which is derived entirely from new sales
during the quarter, increased 1.0% as compared to the prior year quarter. Service revenue increased 29.3% as compared to the prior year.

With respect to revenue, on average for the quarter ended March 31, 2012, the U.S. Dollar was approximately 0.9% stronger, when measured
against the Company s primary foreign currencies, than for the quarter ended March 31, 2011. The net overall strengthening resulted in decreased
revenue of approximately $900,000 and increased operating income of approximately $100,000 during the quarter ended March 31, 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 maintena