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Item 2.02. Results of Operations and Financial Condition.
 
On November 1, 2012 the Registrant issued a press release, a copy of which is attached hereto as Exhibit 99.1 and is incorporated herein by reference, as well
as a Prepared Remarks document, a copy of which is also attached hereto as Exhibit 99.2.
 
Item 9.01. Financial Statements and Exhibits.
 
 Exhibit 99.1. Press release dated November 1, 2012
 Exhibit 99.2. Prepared Remarks dated November 1, 2012
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NEWS RELEASE Media: Jackie Mavin
724.514.3053

FOR IMMEDIATE RELEASE  jackie.mavin@ansys.com
 

ANSYS, INC. REPORTS RECORD THIRD QUARTER RESULTS THAT
HIGHLIGHT STRONG MARGINS AND EPS OVERPERFORMANCE

 
Company Updates 2012 Guidance and Provides Preliminary 2013 Outlook

 
Highlights
 · GAAP revenue of $196.9 million and non-GAAP revenue of $199.8 million
 · GAAP diluted earnings per share of $0.54 and non-GAAP diluted earnings per share of $0.74  
 · Operating cash flows of $70.4 million
 · GAAP operating profit margin of 37.4% and non-GAAP operating profit margin of 51.0%
 
PITTSBURGH, PA., November 1, 2012 /PR NEWSWIRE/ — ANSYS, Inc. (NASDAQ: ANSS) today announced third quarter 2012 results with total non-
GAAP revenue up 12% as compared to Q3 2011, while non-GAAP net income increased 13% compared to Q3 2011. Year-to-date non-GAAP revenue and
net income increased 17% and 16%, respectively, compared to the first nine months of 2011. Non-GAAP earnings per share increased 12% for the quarter
and 15% for the first nine months of 2012, each as compared to the same period in 2011.
 
“We continue to have tremendous opportunity as demonstrated by these third quarter record results. However, we are facing a challenging and uncertain
environment, which has led to a noticeable lengthening of procurement cycles,” stated Jim Cashman, ANSYS president & CEO. “In spite of these realities,
our business model provided strong earnings, which exceeded the guidance range, and revenues in the mid-range of our guidance. Customer interest remains
strong, but we expect these macro-economic challenges and longer sales cycles to continue through the remainder of the year and into the next. At the core of
the business, the long-term remains driven by customer reliance on our solutions to help fuel their internal innovation, while a strong balance sheet, cash
flows, margins and recurring revenue base provide stability through the short-term economic ripples. With the upcoming release of ANSYS® 14.5, the
breadth and depth of our engineering simulation portfolio continues to expand. We are well-positioned to continue to deliver long-term value to our customers
and stockholders.”
 
ANSYS' third quarter and year-to-date 2012 financial results are presented below. The 2012 non-GAAP results exclude the income statement effects of
acquisition accounting adjustments to deferred revenue, as well as the impact of stock-based compensation, acquisition-related amortization of intangible
assets and transaction costs related to the acquisition of Esterel Technologies, Inc. The 2011 non-GAAP results exclude the income statement effects of
acquisition accounting adjustments to deferred revenue, as well as the impact of stock-based compensation, acquisition-related amortization of intangible
assets and transaction costs related to the acquisition of Apache Design, Inc.
 
GAAP and non-GAAP results reflect:
 

· Total GAAP revenue of $196.9 million in the third quarter of 2012 as compared to $172.9 million in the third quarter of 2011; total GAAP revenue
of $577.3 million in the first nine months of 2012 as compared to $493.2 million in the first nine months of 2011; total non-GAAP revenue of
$199.8 million in the third quarter of 2012 as compared to $177.9 million in the third quarter of 2011; total non-GAAP revenue of $583.2 million in
the first nine months of 2012 as compared to $498.2 million in the first nine months of 2011;
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· A GAAP operating profit margin of 37.4% in the third quarter of 2012 as compared to 37.8% in the third quarter of 2011; a GAAP operating profit
margin of 36.8% in the first nine months of 2012 as compared to 39.0% in the first nine months of 2011; a non-GAAP operating profit margin of
51.0% in the third quarter of 2012 as compared to 50.6% in the third quarter of 2011; a non-GAAP operating profit margin of 50.4% in the first nine
months of 2012 as compared to 50.7% in the first nine months of 2011;
 

· GAAP net income of $51.6 million in the third quarter of 2012 as compared to $45.5 million in the third quarter of 2011; GAAP net income of
$147.4 million in the first nine months of 2012 as compared to $133.2 million in the first nine months of 2011; non-GAAP net income of $70.4
million in the third quarter of 2012 as compared to $62.1 million in the third quarter of 2011; non-GAAP net income of $201.5 million in the first
nine months of 2012 as compared to $174.1 million in the first nine months of 2011;
 

· GAAP diluted earnings per share of $0.54 in the third quarter of 2012 as compared to $0.48 in the third quarter of 2011; GAAP diluted earnings per
share of $1.55 in the first nine months of 2012 as compared to $1.41 in the first nine months of 2011; non-GAAP diluted earnings per share of $0.74
in the third quarter of 2012 as compared to $0.66 in the third quarter of 2011; non-GAAP diluted earnings per share of $2.12 in the first nine months
of 2012 as compared to $1.85 in the first nine months of 2011; and
 

· Operating cash flows of $70.4 million in the third quarter of 2012 as compared to $66.3 million in the third quarter of 2011; operating cash flows of
$228.8 million in the first nine months of 2012 as compared to operating cash flows of $230.0 million in the first nine months of 2011.
 

The Company's GAAP results reflect stock-based compensation charges of approximately $8.1 million ($6.0 million after tax) or $0.06 diluted earnings per
share for the third quarter of 2012 and approximately $23.9 million ($17.6 million after tax) or $0.19 diluted earnings per share for the first nine months of
2012. The non-GAAP financial results highlighted above, and the non-GAAP financial outlook for 2012 and 2013 discussed below, represent non-GAAP
financial measures. Reconciliations of these measures to the appropriate GAAP measures for the three and nine months ended September 30, 2012 and 2011,
and for the 2012 and 2013 financial outlook, are included in the condensed financial information included in this release.
 
Management's Remaining 2012 and Preliminary 2013 Financial Outlook
The Company is providing its 2012 revenue and earnings per share guidance below, as well as its preliminary outlook for 2013. The earnings per share
guidance is provided on both a GAAP and a non-GAAP basis. Non-GAAP revenue and non-GAAP diluted earnings per share exclude charges for stock-
based compensation, the income statement effects of acquisition accounting for deferred revenue, acquisition-related amortization of intangible assets and
acquisition-related expenses.
 
Fourth Quarter 2012 Guidance
The Company currently expects the following for the quarter ending December 31, 2012:

· GAAP revenue in the range of $211.3 - $218.3 million
· Non-GAAP revenue in the range of $215.0 - $222.0 million
· GAAP diluted earnings per share of $0.49 - $0.55
· Non-GAAP diluted earnings per share of $0.71 - $0.74

 
Fiscal Year 2012 Guidance
The Company currently expects the following for the fiscal year ending December 31, 2012:

· GAAP revenue in the range of $788.6 - $795.6 million
· Non-GAAP revenue in the range of $798.2 - $805.2 million
· GAAP diluted earnings per share of $2.04 - $2.10
· Non-GAAP diluted earnings per share of $2.83 - $2.86

 
Fiscal Year 2013 Preliminary Outlook
The Company currently expects the following for the fiscal year ending December 31, 2013:

 
· GAAP revenue in the range of $880.6 - $905.6 million
· Non-GAAP revenue in the range of $885.0 - $910.0 million
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· GAAP diluted earnings per share of $2.29 - $2.43
· Non-GAAP diluted earnings per share of $3.00 - $3.12

 
These statements are forward-looking and actual results may differ materially. Non-GAAP diluted earnings per share is a supplemental financial measure and
should not be considered as a substitute for, or superior to, diluted earnings per share determined in accordance with GAAP.
 
Conference Call Information
ANSYS will hold a conference call at 10:30 a.m. Eastern Time on November 1, 2012 to discuss third quarter results. To participate in the live conference call,
dial 800-860-2442 (US) or 412-858-4600 (Canada & Int’l). The call will be recorded and a replay will be available approximately two hours after the call
ends. The replay will be available for ten days by dialing 877-344-7529 (US) or 412-317-0088 (Canada and Int’l) and entering the pass code 10019986. The
archived webcast can be accessed, along with other financial information, on ANSYS' website at http://investors.ansys.com.
 

ANSYS, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets

(in thousands)
(Unaudited)

 

  
September 30, 

2012   
December 31,

2011  
ASSETS:         
         
Cash & short-term investments  $ 555,341  $ 472,404 
Accounts receivable, net   77,861   84,602 
Goodwill   1,252,706   1,225,375 
Other intangibles, net   368,980   383,420 
Other assets   303,416   282,669 
         

Total assets  $ 2,558,304  $ 2,448,470 
         
LIABILITIES & STOCKHOLDERS' EQUITY:         
         
Deferred revenue  $ 273,636  $ 259,155 
Long-term debt (including current portion)   79,723   127,572 
Other liabilities   308,455   307,270 
Stockholders' equity   1,896,490   1,754,473 
         

Total liabilities & stockholders' equity  $ 2,558,304  $ 2,448,470 
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ANSYS, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Income

(in thousands, except per share data)
(Unaudited)

 
  Three Months Ended   Nine Months Ended  

  
September 30, 

2012   
September 30, 

2011   
September 30, 

2012   
September 30, 

2011  
Revenue:                 

Software licenses  $ 123,027  $ 104,477  $ 359,933  $ 297,780 
Maintenance and service   73,882   68,458   217,337   195,460 

                 
Total revenue   196,909   172,935   577,270   493,240 

                 
Cost of sales:                 

Software licenses   5,473   4,220   17,758   10,144 
Amortization   10,244   8,993   30,583   23,993 
Maintenance and service   18,039   17,814   54,494   51,535 

Total cost of sales   33,756   31,027   102,835   85,672 
                 
Gross profit   163,153   141,908   474,435   407,568 
                 
Operating expenses:                 

Selling, general and administrative   49,195   43,180   143,424   123,786 
Research and development   33,506   28,899   98,422   78,779 
Amortization   6,800   4,500   19,975   12,587 

Total operating expenses   89,501   76,579   261,821   215,152 
                 
Operating income   73,652   65,329   212,614   192,416 
                 
Interest expense   (632)   (753)   (2,173)   (2,330)
Interest income   774   789   2,562   2,196 
Other (expense) income, net   (355)   78   (1,010)   (544)
                 
Income before income tax provision   73,439   65,443   211,993   191,738 
                 
Income tax provision   21,820   19,897   64,573   58,520 
                 
Net income  $ 51,619  $ 45,546  $ 147,420  $ 133,218 
                 
Earnings per share – basic:                 

Basic earnings per share  $ 0.56  $ 0.49  $ 1.59  $ 1.45 
Weighted average shares – basic   92,448   92,277   92,631   91,995 

                 
                 
Earnings per share - diluted:                 

Diluted earnings per share  $ 0.54  $ 0.48  $ 1.55  $ 1.41 
Weighted average shares – diluted   94,755   94,445   94,958   94,268 
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ANSYS, INC. AND SUBSIDIARIES
Reconciliation of Non-GAAP Measures

(Unaudited)
(in thousands, except percentages and per share data)

 
  Three Months Ended  
  September 30, 2012   September 30, 2011  

  
As

Reported   Adjustments  

Non-
GAAP
Results   

As
Reported   Adjustments  

Non-
GAAP
Results  

Total revenue  $ 196,909  $ 2,923(1) $ 199,832  $ 172,935  $ 4,925(4) $ 177,860 
Operating income   73,652   28,265(2)  101,917   65,329   24,665(5)  89,994 
Operating profit margin   37.4%      51.0%  37.8%      50.6%
Net income  $ 51,619  $ 18,815(3) $ 70,434  $ 45,546  $ 16,557(6) $ 62,103 
Earnings per share – diluted:                         

Diluted earnings per share  $ 0.54      $ 0.74  $ 0.48      $ 0.66 
Weighted average shares - diluted   94,755       94,755   94,445       94,445 

 
(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 $17.0 million of amortization expense associated with intangible assets acquired in business combinations, $8.1 million of
stock-based compensation expense, the $2.9 million adjustment to revenue as reflected in (1) above and $0.2 million 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 $9.5
million.
 

(4) 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.
 

(5) Amount represents $13.5 million of amortization expense associated with intangible assets acquired in business combinations, $6.1 million of
stock-based compensation expense, the $4.9 million adjustment to revenue as reflected in (4) above and $0.2 million of transaction expenses
related to the Apache acquisition.
 

(6) Amount represents the impact of the adjustments to operating income referred to in (5) above, adjusted for the related income tax impact of $8.1
million.
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ANSYS, INC. AND SUBSIDIARIES
Reconciliation of Non-GAAP Measures

(Unaudited)
(in thousands, except percentages and per share data)

 
  Nine Months Ended  
  September 30, 2012   September 30, 2011  

  
As 

Reported   Adjustments   

Non-
GAAP 
Results   

As
Reported   Adjustments   

Non-
GAAP 
Results  

Total revenue  $ 577,270  $ 5,916(1) $ 583,186  $ 493,240  $ 4,925(4) $ 498,165 
Operating income   212,614   81,264(2)  293,878   192,416   60,072(5)  252,488 
Operating profit margin   36.8%      50.4%  39.0%      50.7%
Net income  $ 147,420  $ 54,040(3) $ 201,460  $ 133,218  $ 40,917(6) $ 174,135 
Earnings per share – diluted:                         

Diluted earnings per share  $ 1.55      $ 2.12  $ 1.41      $ 1.85 
Weighted average shares - diluted   94,958       94,958   94,268       94,268 

 
(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 $50.6 million of amortization expense associated with intangible assets acquired in business combinations, $23.9 million of
stock-based compensation expense, the $5.9 million adjustment to revenue as reflected in (1) above and $0.9 million 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 $27.2

million.
 

(4) 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.
 

(5) Amount represents $36.6 million of amortization expense associated with intangible assets acquired in business combinations, $16.6 million of
stock-based compensation expense, the $4.9 million adjustment to revenue as reflected in (4) above and $2.0 million of transaction expenses
related to the Apache acquisition.

 
(6) Amount represents the impact of the adjustments to operating income referred to in (5) above, adjusted for the related income tax impact of $19.2

million.
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ANSYS, INC. AND SUBSIDIARIES
Reconciliation of Forward-Looking Guidance

Quarter Ending December 31, 2012
 

  
Earnings Per Share Range

– Diluted  
     
U.S. GAAP expectation  $ 0.49 - $0.55 
Adjustment to exclude acquisition accounting adjustment to deferred revenue  $ 0.02 - $0.03 
Adjustment to exclude acquisition–related amortization  $ 0.11 - $0.12 
Adjustment to exclude stock–based compensation  $ 0.06 - $0.07 
    
Non-GAAP expectation  $ 0.71 - $0.74 

 
ANSYS, INC. AND SUBSIDIARIES

Reconciliation of Forward-Looking Guidance
Year Ending December 31, 2012

 

  
Earnings Per Share Range 

– Diluted  
    
U.S. GAAP expectation  $ 2.04 - $2.10 
Adjustment to exclude acquisition accounting adjustment to deferred revenue  $ 0.06 - $0.07 
Adjustment to exclude acquisition–related amortization  $ 0.44 - $0.45 
Adjustment to exclude acquisition-related transaction costs  $ 0.01 
Adjustment to exclude stock–based compensation  $ 0.25 - $0.26 
    
Non-GAAP expectation  $ 2.83 - $2.86 

 
ANSYS, INC. AND SUBSIDIARIES

Reconciliation of Forward-Looking Guidance
Year Ending December 31, 2013

 

  
Earnings Per Share Range 

– Diluted  
    
U.S. GAAP expectation  $ 2.29 - $2.43 
Adjustment to exclude acquisition accounting adjustment to deferred revenue  $ 0.03 
Adjustment to exclude acquisition–related amortization  $ 0.39 - $0.40 
Adjustment to exclude stock–based compensation  $ 0.27 - $0.28 
     
Non-GAAP expectation  $ 3.00 - $3.12 

 
Use of Non-GAAP Measures
 
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 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 of each of the adjustments to such financial
measures is described below. This press release also contains a reconciliation of each of these non-GAAP financial measures to its most comparable GAAP
financial measure.
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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 our Company focus on and publish both historical results and future
projections based on non-GAAP financial measures. We believe that it is in the best interest of our 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.
 
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 the
Company’s 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
acquisition 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. 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.
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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.
 
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.
 
Pursuant to the requirements of Regulation G, 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
 
About ANSYS, Inc.
 
ANSYS brings clarity and insight to customers' most complex design challenges through fast, accurate and reliable engineering simulation. Our technology
enables organizations ― no matter their industry ― to predict with confidence that their products will thrive in the real world. Customers trust our software to
help ensure product integrity and drive business success through innovation. Founded in 1970, ANSYS employs approximately 2,400 professionals, many of
them experts in engineering fields such as finite element analysis, computational fluid dynamics, electronics and electromagnetics, and design optimization.
Headquartered south of Pittsburgh, Pennsylvania, U.S.A., ANSYS has more than 65 strategic sales locations throughout the world with a network of channel
partners in 40+ countries. Visit www.ansys.com for more information.
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Forward-Looking Information
 
Certain statements contained in this press release regarding matters that are not historical facts, including, but not limited to, statements regarding our
projections for revenue and earnings per share for the fourth quarter, fiscal year 2012 and 2013 outlook (both GAAP and non-GAAP, as applicable, to exclude
purchase accounting for deferred revenue, acquisition-related amortization and stock-based compensation expense), statements about management's views
concerning the Company's prospects and outlook for 2013, including statements and projections relating to the impact of stock-based compensation,
statements regarding management's use of non-GAAP financial measures, statements regarding the Company’s fourth quarter and beyond visibility,
statements regarding the Company continuing to have tremendous opportunity, statements regarding facing a challenging and uncertain environment and
lengthening procurement cycles, statements regarding the Company’s customers’ interest level, statements regarding expecting macro-economic challenges
and longer sales cycles to continue through the remainder of the year and into the next, statements regarding the long-term remaining driven by customer
reliance on the Company’s solutions and the cause of that reliance, statements regarding the strength of the Company’s balance sheet, cash flows, margins and
recurring revenue base and their impact on the Company in the short term, statements regarding the upcoming release of ANSYS 14.5, statements regarding
the breadth and depth of our engineering simulation portfolio continuing to expand, and statements regarding the Company being well-positioned to continue
to deliver long-term value to our customers and stockholders, are "forward-looking" statements (as defined in the Private Securities Litigation Reform Act of
1995). Because such statements are subject to risks and uncertainties, actual results may differ materially from those expressed or implied by such forward-
looking statements. All forward-looking statements in this press release are subject to risks and uncertainties including, but not limited to, the risk that adverse
conditions in the global economy and financial markets will significantly affect ANSYS’ customers’ ability to make new purchases from the Company or to
pay for prior purchases, the risk of declines in the economy of one or more of ANSYS’ primary geographic regions, the risk that ANSYS’ operating results
will be adversely affected by changes in currency exchange rates, the risk that the assumptions underlying ANSYS' anticipated revenues and expenditures
will change or prove inaccurate, the risk that ANSYS has overestimated its ability to maintain growth and profitability and control costs, uncertainties
regarding the demand for ANSYS' products and services in future periods, the risk that ANSYS has overestimated the strength of the demand among its
customers for its products, uncertainties regarding customer acceptance of new products, including the upcoming release of ANSYS 14.5, the risk that
ANSYS' operating results will be adversely affected by possible delays in developing, completing, or shipping new or enhanced products, the risk that
enhancements to the Company's products may not produce anticipated sales, the risk that third parties may misappropriate the Company’s proprietary
technology or develop similar technology independently, the risk of difficulties in the relationship with ANSYS’ independent regional channel partners, the
risk that the expected income tax impacts of the merger of the Company’s Japan subsidiaries will not be realized in one or more future periods, the risk that
ANSYS may not achieve the perceived benefits of the Esterel acquisition or that the integration of Esterel may not be successful, and other factors that are
detailed from time to time in reports filed by ANSYS, Inc. with the Securities and Exchange Commission, including ANSYS, Inc.'s 2011 Annual Report and
Form 10-K. We undertake no obligation to publicly update or revise any forward-looking statements, whether changes occur as a result of new information or
future events, after the date they were made.
 
ANSYS and any and all ANSYS, Inc. brand, product, service and feature names, logos and slogans are registered trademarks or trademarks of ANSYS, Inc.
or its subsidiaries in the United States or other countries.  All other brand, product, service and feature names or trademarks are the property of their
respective owners.
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ANSYS, INC. THIRD QUARTER and YTD 2012

EARNINGS ANNOUNCEMENT
PREPARED REMARKS

November 1, 2012
 
ANSYS is providing a copy of its prepared remarks in combination with its earnings announcement. This process and these remarks are offered to provide
stockholders and analysts with additional time and detail for analyzing our Q3 and YTD 2012 results in advance of our quarterly conference call. As
previously scheduled, the conference call will begin today, November 1, 2012, at 10:30 a.m. Eastern Time and will include only brief overview comments
followed by questions and answers. These prepared remarks will not be read on the call.
 
To access the live broadcast, please visit the Investor Relations section of ANSYS’ Web site at http://investors.ansys.com and click on audio webcasts. The
call can also be heard by dialing (800) 860-2442 (US) or (412) 858-4600 (CAN & INT’L) at least five minutes prior to the call and referencing conference
code “ANSYS”. A replay will be available within two hours of the call’s completion at http://investors.ansys.com or at (877) 344-7529 (US) or (412) 317-
0088 (CAN and INT’L) and referencing the access code 10019986.
 

Non-GAAP SUPPLEMENTAL INFORMATION
 
In addition to our GAAP information, ANSYS has historically provided non-GAAP supplemental information. Our reasons for providing this information are
described later in this document as well as in our Q3 2012 earnings press release, which can be found on our Web site in the press release section.
Reconciliations of GAAP to non-GAAP information are also provided. In line with our historical practice, the financial information below is presented on a
supplemental, non-GAAP basis unless otherwise indicated.
 

THIRD QUARTER 2012 OVERVIEW
 

The third quarter results validated that we are committed to execute and deliver on our goals. We delivered consolidated non-GAAP revenue of $199.8
million, an increase of 16% in constant currency (12% in reported currency), in the mid-range of our guidance. We finished ahead of the high end of our third
quarter guidance on non-GAAP EPS at $0.74, a 12% increase over the third quarter of 2011. Both software license and maintenance grew in double digits and
all three of our major geographies delivered double digit revenue growth in constant currency. That being said, there were the usual pockets of strength and
weakness in our Q3 revenue results that largely are reflective of the uncertain macroeconomic and political environments that continue to weigh on customer
sentiment and the predictability around the closing of deals. Additionally, our key metrics and the long-term fundamentals of the ANSYS business remain
intact. We continue to have a solid balance sheet, strong cash flows, and industry-leading margins.
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· We experienced growth in each major product line and continued sales expansion in many of our major accounts, supplemented by the addition of

new customers. This is reflected in the combined 17% constant currency (14% reported currency) growth in software license revenues in Q3 2012 as
compared to last year’s Q3.
 

· Equally as important, our combined maintenance revenue grew 14% in constant currency (11% in reported currency) over Q3 2011 and our
recurring revenue base continued to be strong at 71% of Q3 2012 consolidated non-GAAP revenues. There was progress in portfolio sales efforts,
cross-selling and customer engagement activities to continue building the pipeline.
 

· Our direct and indirect businesses provided 75% and 25%, respectively, of total third quarter revenue.
 

· During Q3 2012, we had 14 customers with orders in excess of $1 million. These orders included elements of both new and renewal business. This
compares to 14 customers with orders in excess of $1 million in Q3 2011.

 
· As we discussed on the last earnings call, we have been and will continue to make judicious investments across many elements of our business.

These investments will continue to be balanced against the realities of the ongoing macroeconomic challenges facing both ANSYS and our
customers. The non-GAAP operating margin for the third quarter was 51.0%, ahead of our target range. The strong margin performance was driven
by a combination of our continued challenges in locating and hiring unique talent to fill planned and open positions and our own ongoing internal
discipline around discretionary spending. The GAAP operating margin was also strong at 37.4%.

 
· During Q3, ANSYS entered into a lease agreement for its new headquarters in Southpointe II, located less than a mile from its current headquarters.

The new 186,000 square-foot facility is scheduled to be ready in the fourth quarter of 2014. The new ANSYS headquarters will be larger than its
current 107,000 square-foot headquarters location, providing room for consolidation and future growth. As part of the move, ANSYS will also
relocate employees from offices currently located in a separate, 28,000 square-foot facility at Station Square in downtown Pittsburgh.

   
· No share repurchases occurred during the third quarter.
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REVENUE

 
ANSYS, Inc.

Q3 2012 vs. Q3 2011 REVENUE COMPARISON
(Unaudited)

 

                 

Q3 12 vs. 
Q3 11 

% Growth  

  Q3 2012 Non-GAAP Revenue   Q3 2011 Non-GAAP Revenue   Q3 12 vs. Q3 11 % Growth   
In Constant 
Currency  

($ in thousands)  Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined  
                               
Total Lease  $ 70,882  $ 55,066  $ 15,816  $ 60,484  $ 51,456  $ 9,028   17.19%   7.02%   75.19%   20.77%
                                         
Total Paid-Up  $ 54,005  $ 53,869  $ 136  $ 48,838  $ 48,783  $ 55   10.58%   10.43%   147.27%   13.26%
                                         
Total Maintenance  $ 70,273  $ 69,955  $ 318  $ 63,362  $ 63,204  $ 158   10.91%   10.68%   101.27%   14.47%
                                         
Total Service  $ 4,672  $ 4,572  $ 100  $ 5,176  $ 5,061  $ 115   -9.74%   -9.66%   -13.04%   -5.76%
                                         

Total Q3: $ 199,832  $ 183,462  $ 16,370  $ 177,860  $ 168,504  $ 9,356   12.35%  8.88%  74.97%  15.69%
 

Esterel Revenue: The Company completed its acquisition of Esterel Technologies, S.A. (“Esterel”) on August 1, 2012. The Q3 2012 “ANSYS” results
immediately above and the Q3 YTD 2012 “ANSYS” results immediately below include non-GAAP revenue from the Esterel acquisition as follows (in
thousands): lease revenue of $167, paid-up revenue of $1,807, maintenance revenue of $1,166 and service revenue of $169.
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ANSYS, Inc.

Q3 YTD 2012 vs. Q3 YTD 2011 REVENUE COMPARISON
(Unaudited)

 

                 

Q3 YTD 12 vs. 
Q3 YTD 11 % 

Growth  

  Q3 YTD 2012 Non-GAAP Revenue   Q3 YTD 2011 Non-GAAP Revenue   Q3 YTD 12 vs. Q3 YTD 11 % Growth   
In Constant 

Currency  
($ in thousands)  Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined  
                               
Total Lease  $ 209,738  $ 162,592  $ 47,146  $ 160,758  $ 151,730  $ 9,028   30.47%   7.16%   422.22%   33.08%
                                         
Total Paid-Up  $ 154,937  $ 154,554  $ 383  $ 141,867  $ 141,812  $ 55   9.21%   8.99%   596.36%   11.74%
                                         
Total Maintenance  $ 203,780  $ 202,890  $ 890  $ 181,683  $ 181,525  $ 158   12.16%   11.77%   463.29%   14.42%
                                         
Total Service  $ 14,731  $ 14,484  $ 247  $ 13,857  $ 13,742  $ 115   6.31%   5.40%   114.78%   10.14%
                                         

Total Q3: $ 583,186  $ 534,520  $ 48,666  $ 498,165  $ 488,809  $ 9,356   17.07%  9.35%  420.16%  19.56%

 
In constant currency, total consolidated non-GAAP revenue increased 16% in Q3 2012 as compared to Q3 2011 and 20% for Q3 2012 YTD. Overall, our
revenues continue to be fairly consistently spread, with 35% lease, 27% paid-up licenses, 35% maintenance and 2% service for Q3 2012 (sums to 99% due to
rounding) and 36% lease, 27% paid-up licenses, 35% maintenance and 3% service for YTD (sums to 101% due to rounding). We saw double digit increases
in both lease and paid-up licenses in Q3. Total lease licenses grew 21% in constant currencies (17% in reported currency) and total paid-up licenses grew 13%
in constant currency (11% in reported currency). Our maintenance business also continued to grow double digits in both constant and reported currency, with
our overall renewal rates continuing to remain strong.
 

DEFERRED REVENUE
 
Deferred revenue, including the long-term portion of $32 million, was $306 million as of September 30, 2012. This represents a 30% increase over Q3 2011
and a new, record high for Q3.
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GEOGRAPHIC HIGHLIGHTS

 
ANSYS, Inc.

Q3 2012 vs. Q3 2011 GEOGRAPHIC COMPARISON
(Unaudited)

 

                 
Q3 12 vs. Q3 11 

% Growth  

  Q3 2012 Non-GAAP Revenue   Q3 2011 Non-GAAP Revenue   Q3 12 vs. Q3 11 % Growth   
In Constant 

Currency  
($ in thousands)  Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined  

North America $ 68,521  $ 58,693  $ 9,828  $ 59,969  $ 54,326  $ 5,643   14.26%   8.04%   74.16%   14.29%
                                         
Germany  $ 20,435  $ 20,102  $ 333  $ 18,560  $ 18,488  $ 72   10.10%   8.73%   362.50%   19.25%
United Kingdom  $ 8,716  $ 8,194  $ 522  $ 7,797  $ 7,512  $ 285   11.79%   9.08%   83.16%   14.15%
Other Europe  $ 33,568  $ 32,041  $ 1,527  $ 32,508  $ 31,565  $ 943   3.26%   1.51%   61.93%   13.66%

Total Europe $ 62,719  $ 60,337  $ 2,382  $ 58,865  $ 57,565  $ 1,300   6.55%   4.82%   83.23%   15.49%
                                         
Japan  $ 31,740  $ 30,102  $ 1,638  $ 30,209  $ 29,172  $ 1,037   5.07%   3.19%   57.96%   5.71%
Other Gen. Int'l Area  $ 36,852  $ 34,330  $ 2,522  $ 28,817  $ 27,441  $ 1,376   27.88%   25.10%   83.28%   29.52%

Total Gen. Int'l Area $ 68,592  $ 64,432  $ 4,160  $ 59,026  $ 56,613  $ 2,413   16.21%   13.81%   72.40%   17.33%
                                         

Total Q3: $ 199,832  $ 183,462  $ 16,370  $ 177,860  $ 168,504  $ 9,356   12.35%  8.88%  74.97%  15.69%
 
North America delivered double digit, consolidated revenue growth of 14% in Q3. While the sales pipelines and customer engagement activities in North
America remain strong, we did experience pockets of the typical summer slow-down. We also noted, particularly in the last month of the quarter, an increase
in cautious customer sentiment due to the various uncertainties in their own businesses.
 
Despite the long summer break, coupled with the widespread macroeconomic concerns, Europe on whole delivered 15% consolidated growth in constant
currency in Q3. Particularly notable was the double digit revenue growth in Germany and the UK, in both constant and reported currency. The volatility and
macroeconomic issues, combined with prolonged customer procurement processes, continued to impact the closing of Q3 business. However, the overall
sales pipeline, renewal rates and customer engagements in Europe remained intact.
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Our General International Area (GIA) showed improvement over the first half of 2012, growing double digits in both constant and reported currency.
Consistent with the previous quarters of 2012, the Japan economy continues to struggle with its own macroeconomic issues, particularly around the relative
strength of the Japanese Yen and a general weakness in consumer electronics. During the quarter, we continued to focus on and make progress in our Japan
organizational recovery plan. In Q3, China, South Korea and Taiwan were notable areas of sales strength across our broad portfolio.
 

ANSYS, Inc.
Q3 YTD 2012 vs. Q3 YTD 2011 GEOGRAPHIC COMPARISON

(Unaudited)
 

                 

Q3 YTD 12 vs. 
Q3 YTD 11 % 

Growth  

  Q3 YTD 2012 Non-GAAP Revenue   Q3 YTD 2011 Non-GAAP Revenue   Q3 YTD 12 vs. Q3 YTD 11 % Growth   
In Constant 

Currency  
($ in thousands)  Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined   ANSYS   Apache   Combined  

North America $ 206,412  $ 176,961  $ 29,451  $ 162,969  $ 157,326  $ 5,643   26.66%   12.48%   421.90%   26.73%
                                         
Germany  $ 60,906  $ 59,945  $ 961  $ 52,526  $ 52,454  $ 72   15.95%   14.28%   1234.72%   23.80%
United Kingdom  $ 25,149  $ 23,721  $ 1,428  $ 22,697  $ 22,413  $ 284   10.80%   5.84%   402.82%   15.47%
Other Europe  $ 101,414  $ 96,967  $ 4,447  $ 97,668  $ 96,725  $ 943   3.84%   0.25%   371.58%   11.18%

Total Europe $ 187,469  $ 180,633  $ 6,836  $ 172,891  $ 171,592  $ 1,299   8.43%   5.27%   426.25%   15.58%
                                         
Japan  $ 91,228  $ 86,739  $ 4,489  $ 82,637  $ 81,600  $ 1,037   10.40%   6.30%   332.88%   8.40%
Other Gen. Int'l Area  $ 98,077  $ 90,187  $ 7,890  $ 79,668  $ 78,291  $ 1,377   23.11%   15.19%   472.98%   25.11%

Total Gen. Int'l Area $ 189,305  $ 176,926  $ 12,379  $ 162,305  $ 159,891  $ 2,414   16.64%   10.65%   412.80%   16.60%
                                         

Total Q3: $ 583,186  $ 534,520  $ 48,666  $ 498,165  $ 488,809  $ 9,356   17.07%  9.35%  420.16%  19.56%
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INDUSTRY HIGHLIGHTS

 
From our global list of Q3 orders, ANSYS’ software continues to grow in importance, as customers increasingly benefit from the strategic business value of
simulation. During Q3 2012, we continued to see growth from a combination of large accounts, multi-nationals, emerging markets and industry verticals with
time-sensitive, complex, multiphysics challenges. While many industry sectors showed growth, there were a few sectors which we wanted to highlight:
 
Automotive:
During Q3 2012, we experienced continued automotive growth across all major geographies, but particularly in North America and GIA. Despite Europe
being in the midst of an auto sales slump, the auto industry overall is upbeat about innovation and continuing investment in R&D in all areas, including
hybrid vehicles. A variety of factors continue to positively affect the automotive sector from a simulation perspective. Two of the most pronounced drivers,
rising gas prices and government regulations, are causing increased technology development for higher mileage cars, including suppliers rapidly ramping up
electric vehicle and hybrid electric vehicle component development. ANSYS is well poised to take advantage of new developments in the industry, such as
the rapid growth in vehicle connectivity, the continued emphasis on sustainability in the off-highway sector and the improving health of the automakers in
general. Investments in high-growth product areas, such as wireless connectivity, smart products, systems design, engine and transmission efficiency
improvements, emissions reductions and hydraulics are all areas requiring the breadth and depth of ANSYS’ expanding product portfolio.
 
Aerospace and Defense:
Despite uncertainty around the future size of the U.S. Department of Defense budget, aerospace and defense continued to remain strong across most regions
during Q3. Shrinking defense spending, volatile security environments, fuel cost spikes and increased regulations are driving systems engineering, green
product development and operational cost reduction initiatives. The new era of commercial space exploration also provided opportunities for our broad
portfolio of solutions, as well as the defense sector’s focus on advancements in Intelligence, Surveillance & Reconnaissance (ISR). Engine and aerodynamic
efficiency, the development of bio-fuels, the validation of design processes for new lightweight materials, the development of electronic systems, noise
control technologies and quality control all require the need for more robust simulation.
 
Electronics and Semiconductors:
We saw some recovery in the electronics and semiconductor segments during Q3, with a variety of market trends and initiatives driving the need for systems
simulation. Increasing product complexity, emerging product segments in mobility and smart products, as well as the increased adaptation of electronics and
software in other industries are all creating a technology convergence. Higher signal speed and bandwidth create increased electromagnetic interference,
while expanding wireless and product mobility trends are driving more complex radio frequency and microwave designs. Mechatronics and software
integration are also increasing, whereby electrical, electronics, mechanical and software sub-systems are being integrated in order to adapt a system design
approach to optimize product requirements by using simulation earlier in the design cycle. Smart wireless devices with 3-D integrated circuit technology are
driving hardware and software co-simulation. Chip-Package-System (CPS) solution initiatives continue to create significant opportunities, driven by today’s
designs of high performance electronics that only a comprehensive suite of multiphysics tools like those of ANSYS can truly address.
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INCOME STATEMENT HIGHLIGHTS

 
Q3 2012 MARGINS AND OUTLOOK: The non-GAAP gross and operating margins were 88.7% and 51.0% for the quarter and 88.1% and 50.4% for the
first nine months of 2012.
 
Looking ahead into Q4 2012, on a consolidated basis, we are targeting a non-GAAP gross profit margin of approximately 88% and an operating margin of
approximately 46% - 47%. As compared to other quarters, the non-GAAP operating margin in the fourth quarter is expected to be lower, primarily as a result
of higher incentive compensation costs associated with commission accelerators that are typically achieved by sales personnel in the fourth quarter. For the
Apache and Esterel businesses, these higher commissions are typically not associated with a significant corresponding revenue increase due to a substantial
portion of the revenue in these businesses being spread over the license term.
 
Our preliminary outlook for 2013 assumes a non-GAAP gross profit margin of 87% - 88% and a non-GAAP operating margin of 47% - 48%.
 
Q3 2012 TAX RATE AND OUTLOOK: Our Q3 non-GAAP effective tax rate was 30.7% and our GAAP rate was 29.7%. Our YTD non-GAAP effective
tax rate was 31.3% and the YTD GAAP rate was 30.5%. Looking ahead into Q4 2012, we are currently forecasting an effective tax rate of approximately
31.5% - 32.5%, excluding non-recurring items.
 
Our preliminary outlook for 2013 assumes an effective tax rate of 30.5% - 32.5%.
 

BALANCE SHEET AND CASH FLOW HIGHLIGHTS
 

· Cash and short-term investments totaled $555 million as of September 30, 2012, of which 68% was held domestically.
· The Company completed the acquisition of Esterel for $59.5 million, which included $13.1 million of acquired cash. The net cash outlay related to

the acquisition was $46.4 million.
· Cash flows from operations were $70.4 million for the third quarter of 2012 as compared to $66.3 million in the third quarter of 2011.
· Consolidated net DSO of 38 days.
· In Q3, we made the quarterly contractual principal payment of $26.6 million on our long-term debt. The total remaining debt balance of $79.7

million carries an effective interest rate of 1.11% for Q4.
· Capital expenditures totaled $3.6 million for the third quarter and $17.9 million for the first nine months of 2012. We are currently planning for total

2012 capital expenditures in the range of $23 - $28 million.
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SHARE COUNT AND SHARE REPURCHASE

 
We had 94.8 million fully diluted weighted average shares outstanding in Q3. The Company currently has 2.0 million shares remaining in its authorized share
repurchase program. We are currently expecting approximately 95.0 – 95.5 million fully diluted shares outstanding in Q4 and for FY 2012, and 96.0 million
outstanding for 2013.
 

STOCK-BASED COMPENSATION EXPENSE
 

  Three Months Ended   Year-to-Date  
($ in thousands)  9/30/2012   9/30/2011   9/30/2012   9/30/2011  
Cost of sales:             

Software licenses  $ 369  $ 197  $ 1,139  $ 270 
Maintenance & service  $ 558  $ 486  $ 1,680  $ 1,407 

                 
Operating expenses:                 

SG&A  $ 3,873  $ 3,211  $ 11,275  $ 9,162 
R&D  $ 3,304  $ 2,214  $ 9,836  $ 5,735 

                 
Total expense before taxes  $ 8,104  $ 6,108  $ 23,930  $ 16,574 
Related Income tax benefits  $ (2,062)  $ (1,293) $ (6,330) $ (3,797)
Expense, net of taxes  $ 6,042  $ 4,815  $ 17,600  $ 12,777 
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CURRENCY

 
CURRENCY IMPACT COMPARED TO Q3 2011: The 2012 third quarter revenue and operating income were unfavorably impacted by currency
fluctuations of $5.9 million and $3.1 million, respectively. The 2012 YTD revenue and operating income were unfavorably impacted by currency fluctuations
of $12.4 million and $5.5 million, respectively.
 
CURRENCY OUTLOOK: As we saw in the Q3 and YTD 2012 reported results, we will be impacted by currency fluctuations, particularly by rate
movements in the Euro, British Pound and Japanese Yen. In our current outlook, we are adjusting our currency rate assumptions to the following for Q4 and
for FY 2013: average rates in the range of 1.29 - 1.32 for the Euro, 1.60 - 1.63 for the British Pound and 78 – 81 for the Japanese Yen. This compares to our
previous Q4 and FY 2012 guidance rate assumptions of 1.22 - 1.25 for the Euro, 1.55 - 1.58 for the British Pound and 76 - 80 for the Japanese Yen.
 

M&A
 
ACQUISITION OF ESTEREL TECHNOLOGIES:
As we have consistently articulated and demonstrated over many years, we view mergers and acquisitions as a strategic element of our long-term plan. As
previously announced, on August 1, 2012, ANSYS successfully completed its acquisition of Esterel Technologies. Esterel designs and delivers a complete
suite of critical system and software development products that address the requirements of high integrity control, graphics and interactive systems for
industries like aerospace, defense, railways and energy. These critical industries are seeking integrated development solutions, spanning complete systems,
multiphysics engineering and software engineering. This acquisition accomplishes all of these tasks. The new products and solutions we will develop with
Esterel will enable our customers to further optimize their designs, verification and lifecycle processes by providing solutions that will remain modular, open
and efficient. The combined solutions further enhance our systems-level simulation strategy and offer customers the highest quality and fidelity, meeting
mission-critical industries’ most stringent certification standards. Integrating the two solutions will address key customer requirements being driven by the
strong market trend of increasing Mechatronics and embedded software content in today’s products.
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OUTLOOK

 
Q4 and FISCALYEAR 2012 UPDATED OUTLOOK:
Based on the first nine months’ performance, our current visibility, a general slowdown in customer procurement cycles, increased customer caution across
pockets of all three major geographies, updates in currency rate assumptions and the inclusion of a full quarter of Esterel’s operations, we are updating our
fourth quarter and 2012 full year guidance. For Q4 2012, we are providing non-GAAP revenue guidance in the range of $215.0 - $222.0 million and GAAP
revenue guidance in the range of $211.3 - $218.3 million; non-GAAP diluted EPS in the range of $0.71 - $0.74 and GAAP diluted EPS in the range of $0.49 -
$0.55. We are revising our previous outlook for the full year of 2012. As a result of factoring in all of the aforementioned changes, our outlook for FY 2012
non-GAAP revenues is in the range of $798.2 - $805.2 million, or top line consolidated growth in the 14% to 15% range, and GAAP revenue guidance in the
range of $788.6 - $795.6 million. Our non-GAAP diluted EPS outlook for FY 2012 is $2.83 - $2.86 and we expect GAAP diluted EPS in the range of $2.04 -
$2.10.
 
FISCALYEAR 2013 PRELIMINARY OUTLOOK:
We are providing a preliminary non-GAAP revenue outlook in the range of $885.0 - $910.0 million, or 10% - 14% top line growth, and GAAP revenue in the
range of $880.6 - $905.6 million. Initially, our non-GAAP diluted EPS outlook for 2013 is $3.00 - $3.12 and our GAAP diluted EPS outlook is in the range of
$2.29 - $2.43.
 
This preliminary outlook factors in updated currency rate assumptions, planned increases in sales capacity and other headcount additions, our current
visibility around sales pipelines and forecasts, and the inclusion of Esterel for a full year in FY 2013. However, as we have said in the past, there are many
things that we have no control over, such as the macro-economic environment, government and tax policies, and currency volatility. We have the benefit of a
solid, repeatable business base; a diversified, geographic and industry footprint; and a world-class customer base.
 

CLOSING COMMENTS
 
As always, as we head into finishing out 2012 and entering into 2013, the emphasis will be a continued focus on execution and technological differentiation.
Customer acceptance of our long-term vision and unique value proposition, coupled with the investments we are making in the business and in the expansion
of our systems approach to simulation, make us very optimistic about our long-term opportunity. We continue to be propelled by a strong combination of a
solid business model, loyal customers, dedicated channel partners, great technology and talented, committed employees across the globe, all of which will
now be supplemented by the many positive elements that the Esterel business brings to ANSYS.
 

FORWARD-LOOKING STATEMENTS AND RISK FACTORS
 
Information provided by the Company or its spokespersons, including the above statements and any others in this document that refer to plans and
expectations for the fourth quarter of 2012, FY 2012, FY 2013 and the future are forward-looking statements. The Company cautions investors that its
performance (and, therefore, any forward-looking statement) is subject to risks and uncertainties. A detailed discussion of these risks and other factors
that could affect ANSYS’ results is included in ANSYS’ SEC filings, including the report on Form 10-K for the year ended December 31, 2011, filed on
February 23, 2012.
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RECONCILIATION OF GAAP TO NON-GAAP MEASURES

 
ANSYS, INC. AND SUBSIDIARIES

Reconciliation of Non-GAAP Measures
(Unaudited)

(in thousands, except percentages and per share data)
 
  Three Months Ended  
  September 30, 2012   September 30, 2011  
  As      Non-GAAP   As      Non-GAAP  
  Reported   Adjustments   Results   Reported   Adjustments   Results  
                   
Total revenue  $ 196,909  $ 2,923(1) $ 199,832  $ 172,935  $ 4,925(4) $ 177,860 
                         
Operating income   73,652   28,265(2)  101,917   65,329   24,665(5)  89,994 
                         
Operating profit margin   37.4%    51.0%  37.8%      50.8%
                         
Net income  $ 51,619  $ 18,815(3) $ 70,434  $ 45,546  $ 16,557(6) $ 62,103 
                         
Earnings per share - diluted:                         

Diluted earnings per share  $ 0.54      $ 0.74  $ 0.48      $ 0.66 
Weighted average shares - diluted   94,755       94,755   94,445       94,445 

 
(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 $17.0 million of amortization expense associated with intangible assets acquired in business combinations, $8.1 million of
stock-based compensation expense, the $2.9 million adjustment to revenue as reflected in (1) above and $0.2 million 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 $9.5
million.
 

(4) 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.
 

(5) Amount represents $13.5 million of amortization expense associated with intangible assets acquired in business combinations, $6.1 million of
stock-based compensation expense, the $4.9 million adjustment to revenue as reflected in (4) above and $0.2 million of transaction expenses
related to the Apache acquisition.

 
(6) Amount represents the impact of the adjustments to operating income referred to in (5) above, adjusted for the related income tax impact of $8.1

million.
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ANSYS, INC. AND SUBSIDIARIES

Reconciliation of Non-GAAP Measures
(Unaudited)

(in thousands, except percentages and per share data)
 
  Nine Months Ended  
  September 30, 2012   September 30, 2011  
  As      Non-GAAP   As      Non-GAAP  
  Reported   Adjustments   Results   Reported   Adjustments   Results  
Total revenue  $ 577,270  $ 5,916(1) $ 583,186  $ 493,240  $ 4,925(4) $ 498,165 
                         
Operating income   212,614  $ 81,264(2)  293,878   192,416  $ 60,072(5)  252,488 
                         
Operating profit margin   36.8%    50.4%  39.0%      50.7%
                         
Net income  $ 147,420  $ 54,040(3) $ 201,460  $ 133,218  $ 40,917(6) $ 174,135 
                         
Earnings per share - diluted:                         

Diluted earnings per share  $ 1.55      $ 2.12  $ 1.41      $ 1.85 
Weighted average shares - diluted   94,958       94,958   94,268       94,268 

 
(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 $50.6 million of amortization expense associated with intangible assets acquired in business combinations, $23.9 million of
stock-based compensation expense, the $5.9 million adjustment to revenue as reflected in (1) above and $0.9 million 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 $27.2
million.
 

(4) 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.
 

(5) Amount represents $36.6 million of amortization expense associated with intangible assets acquired in business combinations, $16.6 million of
stock-based compensation expense, the $4.9 million adjustment to revenue as reflected in (4) above and $2.0 million of transaction expenses
related to the Apache acquisition.
 

(6) Amount represents the impact of the adjustments to operating income referred to in (5) above, adjusted for the related income tax impact of $19.2
million.
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USE OF NON-GAAP MEASURES

 
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 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 of each of the adjustments to such financial
measures is described below. This press release also contains a reconciliation of each of these non-GAAP financial measures to its most comparable GAAP
financial measure.
 
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 our Company focus on and publish both historical results and future
projections based on non-GAAP financial measures. We believe that it is in the best interest of our 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.
 
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 the
Company’s 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
acquisition 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. 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.
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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.
 
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.
 
Pursuant to the requirements of Regulation G, 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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