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The undersigned Registrant hereby amends the following items, financial
statements, exhibits and other portions of its Current Report on Form 8-K dated
May 27, 1998, as set forth in the pages attached hereto:
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Item 5. Other Events.

On May 27, 1998, pursuant to an Agreement and Plan of Reorganization
dated as of April 28, 1998 among Aspen Technology, Inc. ("AspenTech"), AT
Acquisition Corp., a Delaware corporation and wholly owned subsidiary of
AspenTech, Chesapeake Decision Sciences, Inc., a New Jersey corporation
("Chesapeake"), and Dr. Thomas E. Baker, a stockholder of Chesapeake, AspenTech
acquired Chesapeake by means of a statutory merger (the "Merger") of Acquisition
Corp. into Chesapeake, with Chesapeake remaining as the surviving corporation in
the Merger. As a result of the Merger, Chesapeake became a wholly owned
subsidiary of AspenTech.

AspenTech accounted for the acquisition of Chesapeake under the
"pooling-of-interests" accounting method. AspenTech has included herein its
consolidated financial statements reflecting the combined operations of
AspenTech and Chesapeake as if the two entities had operated as one entity since
inception. These consolidated financial statements are substantially identical
to the supplemental consolidated financial statements initially filed with this
Form 8-K. The principal difference between the two is that the supplemental
consolidated financial statements are now the historical financial statements
for AspenTech due to AspenTech publishing post merger results. The disclosure
set forth under "Item 5. Other Events" in the Form 8-K as initially filed, other
than the consolidated financial statements included therein, has not been
restated, but shall continue to constitute a portion of this Form 8-K as
amended. All references to supplemental consolidated financial statements in
"Item 5. Other Events" of the Form 8-K as initially filed shall be deemed to



refer to the equivalent consolidated financial statements included herewith.
AspenTech has filed as Exhibit 99.1 hereto a copy of its press release

dated August 11, 1998, with respect to its financial results for the quarter and
year ended June 30, 1998.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON
CONSOLIDATED FINANCIAL STATEMENTS

To Aspen Technology, Inc.:

We have audited the accompanying consolidated balance sheets of Aspen
Technology, Inc. (a Delaware corporation) and subsidiaries as of June 30, 1996
and 1997, and the related consolidated statements of operations, stockholders'
equity and cash flows for each of the three years in the period ended June 30,
1997. The consolidated statements give retroactive effect to the merger with
Chesapeake Decision Sciences, Inc. and subsidiaries (CDI) on May 27, 1998, which
has been accounted for as a pooling of interests as described in Note 1. These
financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the supplemental financial statements are
free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, based upon our audit, the consolidated financial
statements referred to above present fairly, in all material respects, the
financial position of Aspen Technology, Inc. and subsidiaries as of June 30,
1996 and 1997, and the results of their operations and their cash flows for each
of the three years in the period ended June 30, 1997, after giving retroactive
effect to the merger with CDI as described in Note 1, all in conformity with
generally accepted accounting principles.



/s/ Arthur Andersen LLP

Boston, Massachusetts
May 29, 1998

ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

ASSETS
Current assets:
Cash and cash equivalents........iiiiiiiiiiininnennn
Short-term investments.......cviiiiii ittt
Accounts receivable, net of reserves of $731 in 1996,
$840 in 1997 and $1,429 in 1998........ i
Unbilled SErVICES. . ittt ittt ittt ittt eneenns
Current portion of long-term installments receivable,
net of unamortized discount of $930 in 1996, $815
in 1997 and $977 in 1998. ... . e
Prepaid expenses and other current assets............

Total current assetsS....vuii it nnnnnn

Long-term installments receivable, net of unamortized
discount of $5,027 in 1996, $7,386 in 1997 and $6,438

Property and leasehold improvements, at cost:

Building and improvements...........iiiiiiiiiiininen.
Computer equipment..... ...ttt enenns
Purchased software.......oii ittt ittt ennnnnn
Furniture and fixtures........ ..o
Leasehold improvementsS. . ..ot ii ittt enenns

Less —-- Accumulated depreciation and amortization......

Computer software development costs, net of accumulated
amortization of $3,908 in 1996, $5,051 in 1997 and
$5,832 dn 1998, ittt e e e

Intangible assets, net of accumulated amortization of
$819 in 1996, $3,347 in 1997 and $5,352 in 1998......

Other assets. . it it i i i i ettt i

JUNE 30,
———————————————————— MARCH 31,
1996 1997 1998

(UNAUDITED)
S 14,773 $ 18,284 $ 25,546
38,821 16,622 9,172
41,217 46,997 59,751
7,634 12,444 18,282
12,068 19,063 21,447
4,181 8,876 9,590
118,694 122,286 143,788
17,708 30,963 29,698
350 664 728
5,000 6,499 8,749
18,813 24,774 31,938
3,056 9,934 14,983
3,833 7,941 9,402
698 2,618 4,505
31,750 52,430 70,305
12,961 21,271 30,315
18,789 31,159 39,990
1,817 3,058 5,272
925 925 925
9,129 12,768 13,574
1,924 2,386 2,841
$168,986 $203,545 $236,088

of these

The accompanying notes are an integral part
consolidated financial statements.



ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

JUNE 30,
———————————————————— MARCH 31,
1996 1997 1998
(UNAUDITED)
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Current portion of long-term obligations............. S 425 S 288 $ 1,581
Accounts payable. ..ttt e e e e 6,584 7,442 5,541
ACCTUEA EXPEINSES e v et vt vttt et e oeeeasnsaseseeesenenenns 16,417 17,968 21,803
UNEATNEd FTEVENUE . ¢ v ot vttt et te e eeeeeeneeeneeeneeneenn 8,967 4,294 4,822
Deferred reVeNUE. v vttt n ettt teneeeneeeeeeneeennenns 10,943 16,730 21,861
Deferred 1NCOME LAXES .. i teeeteneeeeeeeeeeneeennenns 2,798 1,775 5,486
Total current liabilities........eeiiueeeennnnn 46,134 48,497 61,094
Long-term obligations, less current portion............ 706 462 3,315
Deferred revenue, less current portion................. 8,279 9,441 10,068
Other liabilities.... ..ttt iiniininnennnn 1,757 942 741
Deferred INCOME LAXES . vt uee e oo eeneeeneeeeeeneeennnens 7,633 6,789 9,893
Commitments and contingencies (Notes 10, 11 and 12)
Stockholders' equity:
Common stock, $.10 par value --
Authorized -- 40,000,000 shares
Issued -- 20,758,343 shares, 22,342,399 shares and
24,404,639 shares in 1996, 1997 and 1998,
respectively. ittt e e 2,076 2,235 2,440
Additional paid-in capital......c.oeiiiiiiniininnennnn 110,388 128,344 138,466
Retained earnings (Accumulated deficit).............. (7,121) 7,607 10,695
Cumulative translation adjustment.................... (362) (261) (100)
Treasury stock, at cost -- 230,396 shares, 230,330
shares and 230,330 shares of common stock in 1996,
1997 and 1998, respectively....veie i iniiininnnnnn (502) (502) (502)
Unrealized gain (loss) on investments................ (2) (9) (22)
Total stockholders' equity........cviivuinnn 104,477 137,414 150,977
$168,986 $203, 545 $236,088

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

ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

NINE MONTHS ENDED

YEARS ENDED JUNE 30, MARCH 31,
1995 1996 1997 1997 1998
(UNAUDITED)

Revenues:



Software 1iCensSesS....ueeeeeenenenennnn $49,479 $ 70,199 $103,179 S 71,741 $ 95,544
Service and other........... ... ... ... 16,540 44,619 90,891 65,858 82,500
66,019 114,818 194,070 137,599 178,044
Expenses:
Cost of software licensesS............. 3,080 3,992 5,539 4,090 4,964
Cost of service and other............. 10,052 27,220 54,006 39,315 48,342
Selling and marketing................. 24,276 36,610 56,034 40,223 52,683
Research and development.............. 12,652 22,310 33,580 23,686 31,519
General and administrative............ 5,679 10,715 17,072 12,854 14,650
Charge for in-process research and
development.....ooviiiiiininnennn. - 24,421 8,664 8,664 8,472
Costs related to acquisition.......... 950 - - -- 984
56,689 125,268 174,895 128,832 161,614
Income (loss) from operations...... 9,330 (10,450) 19,175 8,767 16,430
Foreign currency exchange gain (loss)... 34 (223) (236) (110) (365)
Income on equity in joint ventures...... 22 10 26 - 45
Interest income......oviiiiiiiininnnnns 3,138 3,745 5,556 3,984 4,305
Interest expense on subordinated notes
payable to a related party............ (369) (377) - - -=
Other interest expense...........coeveen. (192) (946) (151) (117) (147)
Income (loss) before provision for
income taxesS.....oeiieeneeeneennn 11,963 (8,241) 24,370 12,524 20,268
Provision for income taxes.............. 4,854 6,146 10,169 6,268 10,324
Net income (1OSS) vvvveeeeneenenennn $ 7,109 $(14,387) $ 14,201 S 6,256 $ 9,944
Net income (loss) per share:
Diluted. ..ottt $ 0.42 $ (0.83) $ 0.63 S 0.28 $ 0.41
BasSiC. ittt e e $ 0.46 $ (0.83) $ 0.66 S 0.30 $ 0.43
Weighted average shares outstanding:
Diluted. ...ttt ittt 17,113 17,432 22,707 22,596 24,432
BaSiC. ittt e e 15,321 17,432 21,368 21,190 23,101
The accompanying notes are an integral part of these
consolidated financial statements.
F-5
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(IN THOUSANDS, EXCEPT SHARE DATA)
CLASS A, CLASS B
AND SERIES C-1
CONVERTIBLE
PREFERRED STOCK COMMON STOCK
ADDITIONAL
NUMBER OF NUMBER OF $.10 PAR PAID-IN
SHARES PAR VALUE SHARES VALUE CAPITAL
Balance, June 30, 1994. . ..uuunutntene et 356,986 $ 177 8,339,148 834 $ 18,092
Issuance of common stock in a public offering, net of
issuance costs Of $1,223. ..ttt titti ittt - - 3,100,000 310 17,539
Issuance of common stock under employee stock purchase
= o= - - 72,064 7 238
Exercise of stock options and warrants. - - 688,462 69 1,113
Liquidation of fractional shares...........c.ciiviuiiininnnnn - - - -
Conversion of preferred stock to common stock (177) 4,709,580 471 (294)
Purchase of treasury stock..........oiiuiiiiiinnnnnnn. . - - - -
Repayment of receivable.......o.iieiieiiiineeneennennnn . - - - -
ESOP CONEribUtion. « ettt ittt et et eeenaaannnn . - 443,209 45 171
Translation adjustment...........iiiiuiniiinnnnnnnnn . - - - -
Unrealized market gain on investments................. . - - -— -
Tax benefit related to stock options.........oeeevviinnnan. - - - 486
Dividend distributions to stockholders relating to acquired
Subchapter S corporation, Net........oiieiiiiinnnennenn. - - - - -
Net dnCOmME. .ttt ittt i i ittt ii it ienenannanns - - - - -
Balance, June 30, 1995, ...ttt ennnnneeenennnnenennnnn - - 17,352,463 1,736 37,345
Issuance of common stock in a public offering, net of
issuance costs Of $4,239. ... ittt - - 2,907,820 291 68,166



Issuance of common stock in a private placement............
Issuance of common stock under employee stock purchase

ESOP contribution....
Retired stock......
Translation adjustment..
Realized gain on investment .
Unrealized market loss on investments..
Tax benefit related to stock options
Net loss

Balance, 1996 it ittt ittt e

June 30,
Issuance of common stock in a pooling..........coevvuvniuenn.
Issuance of common stock in the purchase of businesses.....
Issuance of common stock under employee stock purchase

Translation adjustment..
Issuance of treasury stock to charity
Unrealized market loss on investments..
Tax benefit related to stock options...
Net income..

1997
Issuance of common stock in poolings
Issuance of common stock under employee stock purchase

Balance, June 30,

Exercise of stock options and warrants
ESOP contribution
Retired stock
Translation adjustment..
Unrealized market loss on investments
Net income

Balance, March 31, 1998 (Unaudited)

Balance, June 30, 1994. . ... ...ttt ettt
Issuance of common stock in a public offering, net of
issuance costs Of $1,223. ...ttt it
Issuance of common stock under employee stock purchase

Exercise of stock options and warrants.
Liquidation of fractional shares............
Conversion of preferred stock to common stock
Purchase of treasury stock.........c.iiiuiiiiiiiiiinnnnnn.
Repayment of receivable..
ESOP contribution
Translation adjustment
Unrealized market gain on investments
Tax benefit related to stock options.......................
Dividend distributions to stockholders relating to acquired
Subchapter S corporation, net...
Net income

1995 it e
Issuance of common stock in a public offering, net of

Balance, June 30,

issuance costs Of $4,239. ... .ttt
Issuance of common stock in a private placement............
Issuance of common stock under employee stock purchase

Exercise of stock options and warrants.
ESOP contribution
Retired stock
Translation adjustment..
Realized gain on investments
Unrealized market loss on investments

- - 66,770 6 1,058

- - 50,220 5 469

- - 778,114 78 1,397

- - 514,807 51 199

- -- (911,851) (91) (353)

- - - - 2,107

- - 20,758,343 2,076 110,388

- - 104,162 10 165

- - 155,740 16 5,892

- - 210,085 21 3,549

- - 507,545 51 4,152

- - 696,154 70 268

- - (89, 630) (9) (33)

- - - - 3,963

- - 22,342,399 2,235 128,344

- - 626,443 63 2,046

- - 115,617 11 3,867

- - 340,728 34 3,830

- - 983,145 98 380

- - (3,693) () (1

- s - 24,404,639 $2,440 $138,466

RECEIVABLE
RETAINED FROM TREASURY STOCK
EARNINGS CUMULATIVE STOCKHOLDER = —————===———————————
(ACCUMULATED TRANSLATION FOR STOCK NUMBER OF

DEFICIT) ADJUSTMENT ISSUED SHARES AMOUNTS
s 1,084 $(390) $(15) 229,188 $(497)
_ _ . 64 .
- - - 1,144 (5)
_ _ 15 - -
- 87 _ - -
(927) - - - -
7,109 - - - -
7,266 (303) - 230,396 (502)

Balance, June 30, 1996. ...ttt iieaaaeaaaeann
Issuance of common stock in a pooling..........evuueennnnn.
Issuance of common stock in the purchase of businesses.....
Issuance of common stock under employee stock purchase

plans....
Exercise of stock options and warrants.
ESOP contribution..
Retired stock........
Translation adjustment
Issuance of treasury stock to charity
Unrealized market loss on investments
Tax benefit related to stock options
Net dnCome. ...t ittt i i e it i e

Balance, June 30, 1997
Issuance of common stock in poolings

Issuance of common stock under employee stock purchase

ESOP contribution....
Retired stock

(7,121)

(6,856)




Translation adjustment
Unrealized market loss on investments
Net nCOme. ..ttt it it et it iie e eainanns 9,944 - - -

Balance, March 31, 1998 (Unaudited) .....eeeeewvmeeernnnnnnnn

UNREALIZED
GAIN TOTAL
(LOSS) ON STOCKHOLDERS'
INVESTMENTS EQUITY
Balance, June 30, 10994, . ...t tienn i e neeaneanannann S - $ 19,285
Issuance of common stock in a public offering, net of
issuance costs Of $1,223. ... uiitiiiiiiii it - 17,849

Issuance of common stock under employee stock purchase

- 245
— 1,182
Conversion of preferred stock to common stock - -
Purchase of treasury stock - (5)
Repayment of receivable. - 15

ESOP contribution........ - 216
Translation adjustment
Unrealized market gain on investments
Tax benefit related to stock optionS.........c..oeiuieiuennnnn 486
Dividend distributions to stockholders relating to acquired

Subchapter S corporation, net...
Net income

Balance, June 30, 1905, ...ttt ennnnneeenennaeooennnns 282 45,824
Issuance of common stock in a public offering, net of

issuance costs of $4,239. ... .ttt it - 68,457
Issuance of common stock in a private placement............ - 1,064

Issuance of common stock under employee stock purchase

- 474
Exercise of stock options and warrants. - 1,475
ESOP contribution.... - 250

Retired stock........ e O e . - (444

)
Translation adjustment.. -= (59)
Realized gain on investments (282) (282)
Unrealized market loss on investments (2) (2)
Tax benefit related to stock options - 2,107
Net loss - (14,387)
Balance, June 30, 1996. ... tuiinietteennneeeeennneeenneannnns (2) 104,477
Issuance of common stock in a Pooling..........eeeeeennenn. - 702
Issuance of common stock in the purchase of businesses..... - 5,908
Issuance of common stock under employee stock purchase
- 3,570
— 4,203
ESOP contribution.... -= 338
Retired stock........ - (42)
Translation adjustment.. - 101
Issuance of treasury stock to charity - -
Unrealized market loss on investments (7 (7)
Tax benefit related to stock options - 3,963
DL S I o o) 1= - 14,201
Balance, June 30, 1997 (9) 137,414
Issuance of common stock in poolings - (4,747)
Issuance of common stock under employee stock purchase
- 3,878
-= 3,864
- 478
- (2)
Translation adjustment e . - 161
Unrealized market loss on investments.. (13) (13)
Net income.. - 9,944
Balance, March 31, 1998 (Unaudited)

S (22) $150,977

The accompanying notes are an integral part of these consolidated
financial statements.
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

YEARS ENDED JUNE 30,

NINE MONTHS
ENDED
MARCH 31,



1995 1996 1997 1997 1998

(UNAUDITED)

Cash flows from operating activities:
Net income (10OSS) vttt ettt ee et eeeeeeeeeeeeennn s 7,109 $(14,387) S 14,201 S 6,256 S 9,944
Adjustments to reconcile net income (loss) to
net cash provided by operating activities --

Depreciation and amortization................. 2,856 5,817 11,655 8,198 9,844
Charge for in-process research and
development .ottt e e e -—- 24,421 8,664 8,664 8,472
Deferred 1nNCOmME TaAXES .. i v ittt teeneeeeneennn 3,684 (295) (1,6406) 2,982 6,834
Changes in assets and liabilities --
Accounts receivable. ... .ttt i e (6,210) (11,930) (9,107) (8,622) (16,484)
Prepaid expenses and other current assets... (734) 215 (4,686) (2,040) 111
Long-term installments receivable........... (8,503) 1,790 (20,251) (8,325) (609)
Accounts payable and accrued expenses....... 2,697 7,615 4,513 (655) (3,249
Unearned TeVENUE . « v vt et eeteeneeeeneeeenenas 66 2,823 (7,835) (6,780) 527
Deferred revenNUEe. ...ttt it ittt teeeeeneas 3,953 3,596 7,597 4,458 4,785

Net cash provided by operating
activities. ...ttt i 4,918 19,665 3,105 4,136 20,175
Cash flows from investing activities:
Purchase of property and leasehold

IMPrOVemMEeNtES . v vttt it it it i e e (2,701) (7,926) (20,199) (15,973) (13,570)
Increase in computer software development
Lo = (1,026) (908) (2,384) (1,482) (2,923)
(Increase) decrease in other assets............. (154) 117 (549) (323) (445)
(Increase) decrease in short-term investments... (18,081) (20,221) 22,194 16,548 7,437
Increase (decrease) in other liabilities........ 401 955 (815) (2,281) (201)
Cash acquired in immaterial poolings............ -- - 792 - (778)
Cash used in the purchase of business, net of
cash acquired...... ... -- (44,723) (6,232) (5,307) (9,911)
Net cash used in investing activities.... (21,561) (72,706) (7,193) (8,818) (20,391)

Cash flows from financing activities:

Issuance of common StOCK....euweeeiweneeenennnnn 17,849 69,521 - -- -—
Issuance of common stock under employee stock

PUTChase PlansS. ...ttt ittt ineeeeeeeeeeenennn 245 474 3,570 381 3,878
Issuance of common stock under employee stock

ownership plan...... ... 216 250 338 339 478
Exercise of stock options and warrants.......... 1,182 925 4,203 2,299 3,864
Purchase of treasury stock......... ... . i (5) - -— - -
Repurchase of common stock.............c.oiuinnn. - (444) (42) (42) (2)
Repayment of receivable for stock issued........ 15 -= -= -= -=
Proceeds from subordinated note payable to

related Party. ... ittt it e e 2,000 -= -= -= -=
Payment of subordinated notes payable to related

S B i T -= (3,450) -— -= -=
Payments of long-term debt and capital lease

obligations....... it (661) (5,693) (571) (472) (907)
Dividend distributions to stockholders relating

to acquired Subchapter S corporation, net..... (927) -= -= -= -=

Net cash provided by financing
activities.... .ol i 19,914 61,583 7,498 2,505 7,311
Effect of exchange rate changes on cash and cash
equUIvAlentS. i e e e 87 (59) 101 50 167

Increase (decrease) in cash and cash

equivalents. vt e e e 3,358 8,483 3,511 (2,127) 7,262
Cash and cash equivalents, beginning of period.... 2,932 6,290 14,773 14,773 18,284
Cash and cash equivalents, end of period.......... $ 6,290 $ 14,773 $ 18,284 $ 12,646 $ 25,546

Supplemental disclosure of cash flow information:
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS -- (CONTINUED)



NINE MONTHS
ENDED
YEARS ENDED JUNE 30, MARCH 31,

(UNAUDITED)

Cash paid for incCome taXeS.....eeewueuenenenennn S 621 $ 3,080 S 4,074 $ 1,526

S 1,143

Cash paid for interest.......uiiieinnenenenennn $ 524 $ 1,363 $ 199 $ 92

$ 109

Supplemental schedule of noncash investing and
financing activities:
Increase in equipment under capital lease
ObLligationsS . vttt ittt e e e e e S - $ 105 S - S -=

Increase in additional paid-in capital and
decrease in accrued expenses relating to the
tax benefit of exercise of nonqualified stock
L3 5 o = S 486 $ 2,107 S 3,963 S -—

Increase in common stock and additional paid-in
capital and decrease in subordinated notes
payable to a related party relating to the
exercise Of WArTantsS.......ouuiieeunnneennnn.. $ - S 550 S -- $ -

Supplemental disclosure of cash flows related to

acquisitions:

During 1996, 1997 and the nine months ended
March 31, 1998, the Company acquired certain
companies as described in Note 3. These
acquisitions are summarized as follows --
Fair value of assets acquired, excluding

L= o $ -- $ 47,919 $ 15,469 $ 15,982

Issuance of common stock related to

acquisitions. ... .t e e -= -— (5,908) (6,4906)

Payments in connection with the acquisitions,

net of cash acquired.............iiinn - (44,723) (6,232) (5,307)

Liabilities assumed.......uueeeenennnnn. S - $ 3,196 $ 3,329 S 4,179

$ 11,316

During the fiscal year 1995, the Company acquired Industrial Systems, Inc.,
which was accounted for as a pooling of interests. During the fiscal year 1997,
the Company acquired B-JAC International, Inc., which was accounted for as a
pooling of interests. During the fiscal year 1998, the Company acquired
NeuralWare, Inc., The SAST Corporation Limited, Cimtech S.A./N.V., Contas
Process Control S.r.L. and Zygad Limited, which were accounted for as poolings
of interests.

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

11
ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 1997
(INCLUDING DATA APPLICABLE TO UNAUDITED PERIODS)

(1) OPERATIONS

Aspen Technology, Inc. and subsidiaries (the Company) 1is a supplier of
software and service solutions that companies in the process industries use to
design, operate and manage their manufacturing processes. The process industries
include manufacturers of chemicals, petrochemicals, petroleum products,
pharmaceuticals, pulp and paper, electric power, food and beverages, consumer
products, and metals and minerals. The Company offers a comprehensive,
integrated suite of process manufacturing optimization solutions that help
process manufacturers enhance profitability by improving efficiency,
productivity, capacity utilization, safety and environmental compliance
throughout the entire manufacturing life-cycle, from research and development to



engineering, planning and scheduling, procurement, production and distribution.
In addition to its broad range of software solutions, the Company offers system
implementation, advanced process control, real-time optimization and other
consulting services through its staff of project engineers. The Company has
operations and customers worldwide.

On May 27, 1998, the Company acquired Chesapeake Decision Sciences, Inc.
and subsidiaries (CDI), a provider of software and services for the supply chain
management market. The Company exchanged 2,961,959 shares of common stock for
all the outstanding shares of CDI. The Company placed 296,196 of these shares
into escrow as security for indemnification obligations of CDI relating to
representation, warranties and tax matters. This merger was accounted for as
a pooling of interests. Accordingly, the consolidated financial statements have
been retroactively restated to reflect the transaction as if the Company and CDI
had operated as one entity since inception.
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The following information details the results of operations of the Company

and CDI for the periods before the pooling of interests combination was
consummated:

NINE MONTHS ENDED

YEARS ENDED JUNE 30, MARCH 31,
1995 1996 1997 1997 1998
(UNAUDITED)

Revenue --

The COmMPany.....eouveeueeenennenns $57,498 $103,609 $180,299 $127,045 $164,481

[ 8 8,521 11,209 13,771 10,554 13,563

Combined.....ovveneinennennenn. $66,019 $114,818 $194,070 $137,599 $178,044
Net income (loss) --

The COmMPany.....eueeeeeenennenns $ 5,416 $(15,185) $ 13,155 $ 5,076 $ 8,497

[ 8 1,693 798 1,046 1,180 1,447

Combined.....ouvineinennennenn. $ 7,109 $(14,387) $ 14,201 S 6,256 $ 9,944
Net income (loss) per share --

Diluted --

The COMPANY . vt v e s eeeeeeeeeeennn S 0.35 S (0.96) S 0.63 $ 0.24 S 0.39

[ 8 $ 1.09 $ 0.51 $ 0.60 $ 0.71 $ 0.59

Combined.....ovviviiniinnnenn. $ 0.42 $  (0.83) $ 0.63 $ 0.28 $ 0.41
Net income (loss) per share --

Basic --

The COMPANY .t v euneeeenneneennnn $ 0.39 S (0.96) S 0.67 S 0.26 S 0.41

[ $ 1.09 $ 0.51 $ 0.60 $ 0.71 $ 0.59

Combined.....ovviiiiniinennenns $ 0.46 $  (0.83) $ 0.66 $ 0.30 $ 0.43

The Company has incurred approximately $4.0 million of merger-related
costs, which will be included in the 1998 consolidated statement of operations
during the period in which the merger was completed.

(2) SIGNIFICANT ACCOUNTING POLICIES
(a) PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statements include the results of
operations of the Company, CDI and their wholly owned subsidiaries. All material



intercompany balances and transactions have been eliminated in consolidation.
(b) INTERIM FINANCIAL STATEMENTS

The accompanying consolidated financial statements as of March 31, 1998 and
for the nine months ended March 31, 1997 and 1998 are unaudited, but in the
opinion of management, include all adjustments, consisting only of normal
recurring adjustments, necessary for a fair presentation of results for the
interim periods. Certain information and footnote disclosures normally included
in financial statements prepared in accordance with generally accepted
accounting principles have been omitted, although the Company believes that the
disclosures included are adequate to make the information presented not
misleading. Results for the nine months ended
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March 31, 1998 are not necessarily indicative of the results that may be
expected for the year ending June 30, 1998.

(c) CASH AND CASH EQUIVALENTS

Cash and cash equivalents are stated at cost, which approximates market,
and consist of short-term, highly liquid investments with original maturities of
less than three months.

(d) SHORT-TERM INVESTMENTS

The Company accounts for its short-term investments in accordance with
Statement of Financial Accounting Standards (SFAS) No. 115, Accounting for
Certain Investments in Debt and Equity Securities. Under SFAS No. 115,
securities purchased to be held for indefinite periods of time, and not intended
at the time of purchase to be held until maturity, are classified as
available-for-sale securities. Securities classified as available-for-sale are
required to be recorded at market value in the accompanying consolidated
financial statements. Unrealized gains and losses have been accounted for as a
separate component of stockholders' equity.

Available-for-sale investments as of June 30, 1996 and 1997 and March 31,
1998 are as follows (in thousands) :

MARKET VALUE AT

CONTRACTED JUNE 30, JUNE 30, MARCH 31,
DESCRIPTION MATURITY 1996 1997 1998

Commercial paper........eeeeeen.. 1-11 months $38,559 S 2,150 S -—
Money market funds.............. N/A 34 189 2,886
Stocks and mutual funds......... N/A 120 -- 757
Certificate of deposit.......... 1-11 months -- 475 -=
Corporate and foreign bonds..... 1-12 months 108 3,145 122
Corporate and foreign bonds..... 1-5 years -= 10,663 5,407

$38,821 $16,622 $9,172

The Company had no realized gains or losses for the years ended June 30,
1995 and 1997 and had realized gains (losses) of $282,000 and $(3,000) for the
year ended June 30, 1996 and the nine months ended March 31, 1998, respectively.
The amortized cost of these investments does not differ significantly from their
stated market value for all periods presented.

(e) DEPRECIATION AND AMORTIZATION

The Company provides for depreciation and amortization, computed using the



straight-line and declining balance methods, by charges to operations in amounts
estimated to allocate the cost of the assets over their estimated useful lives,
as follows:

ESTIMATED

ASSET CLASSIFICATION USEFUL LIFE
Building and improvements...... .ot tniieeeennnnnn 7-30 years
Computer equipment.......oiiiiii e eeeeennnnnnn 3-10 years
Purchased software...... ...ttt iiiieeennn 3 years
Furniture and fixtures.........ooiiiiiiiiiiinneeennnn 3-10 years
Leasehold ImprovementsS. .« vt i it ittt eeeeennnnnnn Life of lease

F-11
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(f) LAND
In connection with the acquisition of Setpoint, Inc. (see Note 3(a)), the

Company acquired land that is being held for investment purposes. The land was
recorded at its appraised value at the date of acquisition.

(g) REVENUE RECOGNITION

The Company recognizes revenue from software licenses upon the shipment of
its products, pursuant to a signed noncancelable license agreement. In the case
of license renewals, revenue is recognized upon execution of the renewal license
agreement. The Company has no other significant vendor obligations or
collectibility risk associated with its product sales. The Company recognizes
revenue from postcontract customer support ratably over the period of the
postcontract arrangement. The Company accounts for insignificant vendor
obligations by deferring a portion of the revenue and recognizing it either
ratably as the obligations are fulfilled or when the related services are
performed. If significant application development services are required as part
of a software license, the license fees are recognized as the application
development services are performed.

Service revenues from fixed-price contracts are recognized using the
percentage-of-completion method, measured by the percentage of costs (primarily
labor) incurred to date as compared to the estimated total costs (primarily
labor) for each contract. When a loss is anticipated on a contract, the full
amount thereof is provided currently. Service revenues from time and expense
contracts and consulting and training revenue are recognized as the related
services are performed. Services that have been performed but for which billings
have not been made are recorded as unbilled services, and billings that have
been recorded before the services have been performed are recorded as unearned
revenue in the accompanying consolidated balance sheets.

Installments receivable represent the present value of future payments
related to the financing of noncancelable term license agreements that provide
for payment in installments over a one- to five-year period. A portion of each
installment agreement is recognized as interest income in the accompanying
consolidated statements of operations. The interest rates in effect for the
years ended June 30, 1995, 1996 and 1997 and the nine months ended March 31,
1998 were 11% to 12%, 11% to 12%, 8.5% to 11% and 8.5%, respectively.

(h) COMPUTER SOFTWARE DEVELOPMENT COSTS

In compliance with SFAS No. 86, Accounting for the Costs of Computer
Software To Be Sold, Leased or Otherwise Marketed, certain computer software
development costs are capitalized in the accompanying consolidated balance
sheets. Capitalization of computer software development costs begins upon the
establishment of technological feasibility. Amortization of capitalized computer
software development costs is provided on a product-by-product basis using the
straight-1line method over the remaining estimated economic life of the product,



not to exceed three years. Total amortization expense charged to operations was
approximately $630,000, $735,000, $1,143,000, $738,000 and $709,000 in fiscal
1995, 1996 and 1997 and for the nine months ended March 31, 1997 and 1998,
respectively.

(1) FOREIGN CURRENCY TRANSLATION

The financial statements of the Company's foreign subsidiaries are
translated in accordance with SFAS No. 52, Foreign Currency Translation. The
determination of functional currency is based on the subsidiaries' relative
financial and operational independence from the Company. Foreign currency
exchange and translation gains or losses for certain wholly owned subsidiaries
are
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credited or charged to the accompanying consolidated statements of operations
since the functional currency of the subsidiaries is the U.S. dollar. Gains and
losses from foreign currency translation related to entities whose functional
currency is their local currency are credited or charged to the cumulative
translation adjustment account, included in stockholders' equity in the
accompanying consolidated balance sheets.

At June 30, 1996 and 1997 and March 31, 1998, the Company had long-term
installments receivable of approximately $7,301,000, $8,987,000 and $5,810,000
denominated in foreign currencies. The March 1998 installments receivable mature
through October 2002 and have been hedged with specific foreign currency
contracts. There have been no material gains or losses recorded relating to
hedge contracts for the periods presented.

(j) NET INCOME (LOSS) PER SHARE

In March 1997, the Financial Accounting Standards Board (FASB) issued SFAS
No. 128, Earnings per Share. This statement established standards for computing
and presenting earnings per share and applies to entities with publicly traded
common stock or potential common stock. This statement is effective for periods
ending after December 15, 1997. The prior years' earnings per share have been
retroactively restated to reflect the adoption of SFAS No. 128.

Basic earnings per share was determined by dividing net income by the
weighted average common shares outstanding during the period. Diluted earnings
per share was determined by dividing net income by diluted weighted average
shares outstanding. Diluted weighted average shares reflects the dilutive
effect, if any, of common equivalent shares. Common equivalent shares include
common stock options to the extent their effect is dilutive, based on the
treasury stock method.

The calculations of basic and diluted weighted average shares outstanding
are as follows (in thousands) :

NINE MONTHS ENDED

YEAR ENDED JUNE 30, MARCH 31,
1995 1996 1997 1997 1998
Basic weighted average common shares
outstanding. . ...ttt i e 15,321 17,432 21,368 21,190 23,101
Weighted average common equivalent shares...... 1,792 - 1,339 1,406 1,331
Diluted weighted average shares outstanding.... 17,113 17,432 22,707 22,596 24,432

(k) MANAGEMENT ESTIMATES

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and



assumptions. These estimates and assumptions affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those
estimates.

(1) CONCENTRATION OF CREDIT RISK

SFAS No. 105, Disclosure of Information About Financial Instruments with
Off-Balance-Sheet Risk and Financial Instruments with Concentrations of Credit
Risk, requires disclosure of any significant off-balance-sheet and credit risk
concentrations. Financial instruments that potentially subject the Company to
concentrations of credit risk are principally cash and cash equivalents,
investments,
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accounts receivable and installments receivable. The Company places its cash and
cash equivalents and investments in highly rated institutions. Concentration of
credit risk with respect to receivables is limited to certain customers (end
users and distributors) to which the Company makes substantial sales. To reduce
risk, the Company routinely assesses the financial strength of its customers,
hedges specific foreign receivables and routinely sells its receivables to
financial institutions with and without recourse. As a result, the Company
believes that its accounts and installments receivable credit risk exposure is
limited. The Company maintains an allowance for potential credit losses but
historically has not experienced any significant losses related to individual
customers or groups of customers in any particular industry or geographic area.

(m) FINANCIAL INSTRUMENTS

SFAS No. 107, Disclosures About Fair Value of Financial Instruments,
requires disclosure about fair value of financial instruments. Financial
instruments consist of cash and cash equivalents, short-term investments,
accounts receivable and installments receivable. The estimated fair value of
these financial instruments approximates their carrying value and, except for
accounts receivable and installments receivable, 1is based primarily on market
quotes.

(n) INTANGIBLE ASSETS

Intangible assets consist of goodwill, existing products, trade names and
assembled work force of certain acquired entities. Intangible assets are being
amortized on a straight-line basis over estimated useful lives of five to twelve
years. At each balance sheet date, the Company evaluates the realizability of
intangible assets based on profitability and cash flow expectations for the
related asset or subsidiary. Based on its most recent analysis, the Company
believes that no impairment of intangible assets exists at March 31, 1998.
Goodwill (net of accumulated amortization) was approximately $4,497,000 at March
31, 1998. Amortization of goodwill was approximately $40,000, $279,000 and
$337,000 for the years ended June 30, 1996 and 1997 and the nine months ended
March 31, 1998, respectively.

(o) NEW ACCOUNTING STANDARDS

In June 1997, the FASB issued SFAS No. 130, Reporting Comprehensive Income.
SFAS No. 130 requires disclosure of all components of comprehensive income on an
annual and interim basis. Comprehensive income is defined as the change in
equity of a business enterprise during a period from transactions and other
events and circumstances from nonowner sources. SFAS No. 130 is effective for
fiscal years beginning after December 15, 1997.

In July 1997, the FASB issued SFAS No. 131, Disclosures About Segments of
an Enterprise and Related Information. SFAS No. 131 requires certain financial
and supplementary information to be disclosed on an annual and interim basis for
each reportable segment of an enterprise. SFAS No. 131 is effective for fiscal
years beginning after December 15, 1997. Unless impracticable, companies would
be required to disclose similar prior period information upon adoption.



In March 1998, the American Institute of Certified Public Accountants
(AICPA) issued Statement of Position 98-1, Accounting for the Costs of Computer
Software Developed or Obtained for Internal Use (SOP 98-1). SOP 98-1 requires
computer software costs associated with internal use software to be charged to
operations as incurred until certain capitalization criteria are met. SOP 98-1
is effective beginning January 1, 1999. The Company does not expect adoption of
this statement to have a material impact on its consolidated financial position
or results of operations.
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(3) ACQUISITIONS
(a) DYNAMIC MATRIX CONTROL CORPORATION (DMCC) AND SETPOINT, INC. (SETPOINT)

During the quarter ended March 31, 1996, the Company acquired 100% of the
outstanding shares of common stock of DMCC and Setpoint for purchase prices of
$20,139,000 and $27,780,000, respectively, in cash and the assumption of certain
expenses related to the acquisitions. DMCC and Setpoint were suppliers of
on-line automation and information management software and services to companies
in process manufacturing industries.

These acquisitions were accounted for as purchase transactions, and
accordingly, their results of operations from the date of acquisitions forward
are included in the Company's consolidated statements of operations. The fair
market value of assets acquired and liabilities assumed was based on an
independent appraisal. The portion of the purchase price allocated to in-process
research and development represents projects that had not yet reached
technological feasibility and had no alternative future.

The purchase price was allocated to the fair value of assets acquired and
liabilities assumed as follows (in thousands):

DESCRIPTION DMCC SETPOINT LIFE

Purchased in-process research and

developmMent . v vttt ettt ettt $ 9,521 $14,900 ——
Existing technology.......ovvivo... 1,740 3,308 5 years
Other intangibles.........ciiiiii.. 1,066 1,709 5-10 years
2 B 0 i o e 627 - 30 years
[ YT &7 I -= 1,418 10 years
Uncompleted contracts...........ooo. 596 504 Life of contracts
13,550 21,839
Net book value of tangible assets
acquired, less liabilities assumed.. 8,080 7,984
21,630 29,823
Less -- Deferred taxes.......cuouieuue.n. 1,491 2,043
$20,139 $27,780

For tax purposes, these acquisitions were accounted for as purchases of
stock, and due to the different basis in assets for book and tax purposes,
deferred taxes were provided for as part of the purchase price allocation in
accordance with SFAS No. 1009.

(b) ACQUISITIONS DURING FISCAL YEAR 1997
During fiscal year 1997, the Company acquired B-JAC International, Inc.

(B-JAC), the Process Control Division of Cambridge Control Limited (the
Cambridge Control Division), the PIMS Division of Bechtel Corporation and Basil



Joffe Associates, Inc.

The Company exchanged 104,162 shares of its common stock valued at
approximately $3,400,000 for all outstanding shares of B-JAC, a major supplier
of detailed heat exchanger modeling software. The acquisition has been accounted
for as a pooling of interests and as a result of its immateriality as compared
to the Company's financial position and results of operations, the historical
financial statements were not restated.
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The Company's acquisitions of the Cambridge Control Division, the PIMS
Division and Basil Joffe Associates, Inc. were all accounted for as purchase
transactions. Total purchase price for these acquisitions was approximately
$12,217,000 plus approximately $3,011,000 in assumed liabilities and acquisition
related costs. The Cambridge Control Division specialized in advanced process
control solutions, specifically aimed toward process manufacturing controls
applications for the refining, petrochemical and pulp and paper industries. The
PIMS Division and a related software development organization, Basil Joffe
Associates, Inc., developed and sold proprietary PIMS software used by companies
in process industries for economic planning and scheduling based on linear
programming models.

The results of operations of these companies from the dates of acquisition
forward are included in the Company's consolidated statements of operations. The
fair market value of assets acquired and liabilities assumed was based on an
independent appraisal. The portion of the purchase price allocated to in-process
research and development represents projects that had not yet reached
technological feasibility and had no alternative future use. The purchase price
was allocated to the fair value of assets acquired and liabilities assumed as
follows (in thousands) :

DESCRIPTION AMOUNT LIFE
Purchased in-process research and development......... $ 8,664 -
Existing technology. oottt ittt ittt et iiieeee e 600 5 years
Intangible assSetS ...ttt ittt ittt ittt 5,530 5-12 years
14,794
Net book value of tangible assets acquired,
less liabilities assumed. ... ..ttt ettt eeeenenennn (2,429)
12,365
Less —— Deferred taXesS ... i i ittt ennneeennn 148
$12,217

(c) ACQUISITIONS DURING THE FIRST THREE QUARTERS OF FISCAL YEAR 1998

During the first three quarters of fiscal year 1998, the Company acquired
100% of the outstanding shares of NeuralWare, Inc., The SAST Corporation,
Limited, Cimtech S.A./N.V., Contas Process Control S.r.L. and Zygad Limited. The
Company exchanged 626,443 shares of its common stock and paid approximately
$841,000 in cash for all outstanding shares of the acquired companies. These
acquisitions were accounted for as poolings of interests, and none of them were
material to the Company's financial position or results of operations.
Accordingly, the historical financial statements of the Company have not been
restated.

Additionally, the Company acquired 100% of the outstanding shares of IISYS,
Inc. for an aggregate purchase price of approximately $8,400,000 in cash and the
assumption of approximately $1,600,000 in debt. For financial statement
purposes, this acquisition was accounted for as a purchase, and accordingly, the



results of operations from the date of acquisition are included in the Compan

y's

consolidated statements of operations. The fair market value of assets acquired

and liabilities assumed was based on an independent appraisal. The portion of
the purchase price allocated to in-process research and development represent
projects that had not
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yet reached technological feasibility and had no alternative future use. The

purchase price was allocated to the fair market value of assets acquired and
liabilities as follows (in thousands) :

DESCRIPTION AMOUNT LIFE
Purchased in process research and development........... $ 8,472 -=
ExXisting £eChnology . v vttt i ettt ittt e et eaaeeeeeeens 2,178 5 years
Intangible assetsS. .ttt ittt e e 392 5 years
11,042
Net book value of tangible assets acquired, less
liabilities asSsUmMEed. .« v ittt ittt ettt ee et eneeeneenn (321)
10,721
Less —— Deferred LaXesS ...ttt iiiiieeeieinnnneeennns 800
$ 9,921

(d) SUBSEQUENT ACQUISITION

On May 29, 1998, the Company acquired 100% of the outstanding shares of
Treiber Controls Inc. (Treiber). The Company exchanged 140,000 shares of its
common stock for all outstanding shares of Treiber. Treiber specializes in

S

advanced process control and optimization solutions, specifically in petroleum
refining, petrochemical and chemical industries. The Company intends to account

for this acquisition as a pooling of interests. The Company expects this
transaction will be immaterial to the Company's financial position and result
of operations and accordingly the historical financial statements will not be
restated.

(e) UNAUDITED PRO FORMA COMBINED RESULTS

The following table represents selected unaudited pro forma combined

S

financial information for the Company, DMCC and Setpoint, assuming the companies

had combined at the beginning of fiscal 1995 (in thousands, except per share
data) :

YEAR ENDED
JUNE 30, JUNE 30,
1995 1996 (1)
Pro fOIMaA FTOVENUE s v i ittt et ettt ettt ettt et e e e e e eeeeeneeeenn $123,251 $153,877
Pro fOrma Net InCOmME . & v v v ittt it ettt ettt e et e ettt e $ 5,936 s 9,397
Pro forma net income per share -- diluted................... $ 0.35 S 0.50
Pro forma weighted average shares outstanding -- diluted.... 17,113 18,873

(1) Does not reflect the charge for in-process research and development and



nonrecurring acquisition charges.

Pro forma results are not necessarily indicative of either actual results
of operations that would have occurred had the acquisitions been made at the
beginning of fiscal 1995 or of future results. The pro forma effect of the
acquisitions during fiscal year 1997 and 1998, except for CDI (see Note 1), has
not been presented, as they are immaterial.

(4) LINE OF CREDIT

The Company has a revolving line-of-credit agreement with a bank, which
provides for borrowings up to $30,000,000, subject to existing limitations. The
commitment fee for the unused
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portion of the revolving line of credit ranges from .25% to .50%, based on the
financial position of the Company, as defined, and is payable quarterly. At the
Company's election, borrowings bear interest on the basis of the applicable
LIBOR, as defined (5.69% as of March 31, 1998), or at the bank's prime rate
(8.5% as of March 31, 1998). The line is subject to certain covenants, including
profitability and operating ratios, as defined. As of March 31, 1998 no amounts
were outstanding under this line and approximately $29,359,000 was available for
future borrowings as approximately $641,000 was reserved for certain performance
bonds relating to service contracts. The line of credit expires on December 31,
1998.

(5) LONG-TERM OBLIGATIONS

Long-term obligations consist of the following at June 30, 1996 and 1997
and March 31, 1998 (in thousands) :

JUNE 30, JUNE 30, MARCH 31,
1996 1997 1998
Credit arrangement of subsidiary with a bank......... S - $ —- $1,540
Mortgage payable due in annual installments of
approximately $101,000. ...ttt nennennennenns - - 1,279
Non-interest bearing note payable due in annual
installments of approximately $67,000.............. - - 1,000
Convertible Debenture due in 2000, interest is
payable at an annual rate of 6%. This note is
convertible into approximately 7,500 shares of the
Company's common stock at the option of the
holder. o e e e - -- 393
Note payable due in annual installments of $125,000
plus interest at 9.5% per vear.......oieiiiinrnenn 671 547 454
Other obligations. ...ttt ittt iiininenenenns 460 203 230
1,131 750 4,896
Less —- Current maturitiesS. .. ..ottt inneennennnn 425 288 1,581
$ 706 $462 $3,315

Maturities of these long term obligations are as follows (in thousands):

AMOUNT

Years Ending June 30,



1900 e e e e e e e e e e e e 618
7280 O 409
20 474
2002 e e e e e e e e e e e e e e e e e e e e 379
B TS o Y= T = 1,519
5,017

Less -- Amount representing interest................ . ... 121
—— Current MatuUrities. . u ..t ittt ittt et e it e 1,581
$3,315

(6) SUBORDINATED NOTES PAYABLE TO A RELATED PARTY

At June 30, 1995, the Company had $4,000,000 of outstanding subordinated
notes payable to an outside investor, of which a director of the Company is an
officer. The notes were repayable

21
ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)

$2,000,000 on April 30, 1997 and $2,000,000 on April 30, 1998, with interest at
9.6%, payable quarterly.

In December 1995 and June 1996, the lender exercised warrants to purchase
77,500 and 60,000 shares of common stock, respectively. The total proceeds due
to the Company relating to the exercise of the warrants of $550,000 were
recognized as a reduction of principal on the notes. The Company paid the
remaining balance of $3,450,000 on June 27, 1996.

(7) PREFERRED STOCK

The Company's Board of Directors is authorized, subject to any limitations
prescribed by law, without further stockholder approval, to issue, from time to
time, up to an aggregate of 10,000,000 shares of preferred stock in one or more
series. Each such series of preferred stock shall have such number of shares,
designations, preferences, voting powers, qualifications and special or relative
rights or privileges, which may include, among others, dividend rights, voting
rights, redemption and sinking fund provisions, liquidation preferences and
conversion rights, as shall be determined by the Board of Directors in a
resolution or resolutions providing for the issuance of such series. Any such
series of preferred stock, if so determined by the Board of Directors, may have
full voting rights with the common stock or superior or limited voting rights
and may be convertible into common stock or another security of the Company.

(8) COMMON STOCK
(a) AUTHORIZED AND OUTSTANDING SHARES

On November 11, 1996, the Company increased its authorized shares of $.10
par value common stock from 30,000,000 to 40,000,000. On February 14, 1997, the
Company effected a two for one stock split through the issuance of a stock
dividend. All share and per share amounts affected by this split have been
retroactively adjusted for all periods presented.

(b) WARRANTS

During fiscal 1990, the Company issued warrants to purchase 255,000 shares
of common stock to the holder of the subordinated notes payable to a related
party (see Note 6). In February 1995, warrants to purchase 100,000 shares were
exercised and sold as part of the Company's second public offering of stock. The
remaining warrants to purchase 155,000 shares of common stock were exercised in
December 1995. During 1991, the Company issued an additional warrant to purchase
120,000 shares of common stock to the holder of the subordinated notes payable
(see Note 6). These warrants were exercised in June 1996.



During fiscal 1992, the Company issued warrants to purchase 60,000 shares
of common stock to a research consultant at an exercise price of $3.34 per
share. In February 1995, warrants to purchase 27,000 shares were exercised and
sold as part of the Company's offering of common stock. In 1996, warrants to
purchase 1,150 shares were exercised. In 1997, warrants to purchase 5,700 shares
were exercised and warrants to purchase 774 shares were terminated. In the nine
month period ended March 31, 1998, warrants to purchase 3,513 shares were
exercised and warrants to purchase 283 shares were terminated. The remaining
warrants to purchase 21,580 shares of common stock are exercisable through June
30, 2001.

During fiscal 1993, the Company issued warrants to purchase 12,000 shares
of common stock to two research consultants at an exercise price of $2.67 per
share. In 1997, warrants to purchase 2,250 shares were exercised. In the nine
month period ended March 31, 1998, warrants to purchase
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750 shares were exercised. The remaining warrants to purchase 9,000 shares of
common stock are currently exercisable and expire June 10, 1998.

In connection with the August 1997 acquisition of NeuralWare, Inc. the
Company converted warrants and options to purchase NeuralWare common stock into
warrants and options to purchase 10,980 and 6,618 shares of the Company's common
stock, respectively, of which 13,290 shares are currently exercisable and the
remainder vest over three years. The warrants have exercise prices that range
between $61.73 and $135.80 per share.

(c) STOCK OPTIONS

In July 1987 and August 1988, the Company entered into stock option
agreements covering 120,000 shares of common stock. The purchase price under the
options is $0.93 to $1.05 based on the fair market value of the common stock on
the date of grant. In fiscal 1995, options covering 90,000 shares of common
stock at $1.05 per share were exercised. During fiscal 1997, options covering
the remaining 30,000 shares of common stock at an exercise price of $0.93 were
exercised.

Prior to November 1995, options were granted under the 1988 Nonqualified
Stock Option Plan (the 1988 Plan), which provided for the issuance of
nonqualified stock options. In November 1995, the Board of Directors approved
the establishment of the 1995 Stock Option Plan (the 1995 Plan) and the 1995
Directors Stock Option Plan (the 1995 Directors Plan), which provided for the
issuance of incentive stock options and nonqualified options. Under these plans,
the Board of Directors may grant stock options to purchase up to an aggregate of
3,827,687 (as adjusted) shares of common stock. Shares available for grant under
these plans were increased on July 1, 1996 and 1997 by an amount equal to 5% of
the outstanding shares as of the preceding June 30. As a result of the adoption
of the 1995 Plan, no additional options may be granted pursuant to the 1988
Plan. In December 1997 the shareholders approved an amendment to the 1995 Plan.
The amendment provides for three annual increases to the number of shares for
which options may be granted, beginning July 1, 1999 by an amount equal to 5% of
the outstanding shares on the preceding June 30. In December 1996, the
shareholders of the Company approved the establishment of the 1996 Special Stock
Option Plan (the 1996 Plan). This plan provides for the issuance of incentive
stock options and nonqualified options to purchase up to 500,000 shares of
common stock. The exercise price of options are granted at a price not less than
100% of the fair market value of the common stock on the date of grant. Stock
options become exercisable over varying periods and expire no later than 10
years from the date of grant.
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The following is a summary of stock option activity under the 1988 Plan,
the 1995 Plan, the 1995 Directors Plan and the 1996 Plan:

WEIGHTED

AVERAGE

NUMBER OF EXERCISE
OPTIONS PRICE
Outstanding, June 30, 1994... ... ..ttt iinnennnnn 1,912,876 S 2.13
Options granted. .. ...ttt ittt ettt ettt 270,000 8.45
Options exercised. . ...ttt ittt ettt (357,368) 2.22
Options terminated...... ..ottt iennneenn (145,336) 2.16
Outstanding, June 30, 1995. ... ... .ttt iiinennnn. 1,680,172 3.12
Options granted. . ...ttt ittt ittt ennneens 1,772,000 17.08
Options exercised. . ...ttt ittt ettt et (460,114) 1.90
Options terminated. . ... ...ttt ttnnnnnnn. (51,300) 10.04
Outstanding, June 30, 1996. ... .t ennnnnnnenn 2,940,758 11.65
Options granted. .. ...ttt ittt ettt et 680,000 31.30
OpPLions exerCised. . in ittt iniee et enneeeeeenneens (484,205) 8.21
Options terminated. . ... ..ttt ennnnnnnn (157,616) 16.61
Outstanding, June 30, 1997 ... ...ttt innneeennnn 2,978,937 16.44
Options granted....... .ttt 2,014,637 30.02
Options exercised. ...ttt ittt ettt et (329,679) 12.55
Options terminated...... ...ttt (71,714) 16.10
Outstanding, March 31, 1998. ... ... iiinnnnnn. 4,592,181 $22.66

As of March 31, 1998, there were 166,144 and 78,500 shares of common stock
available for grant under the 1995 and 1996 plans, respectively.

In connection with the 1995 acquisition of Industrial Systems, Inc. (ISI),
the Company assumed the ISI option plan (the ISI Plan). Under the ISI Plan, the
Board of Directors of ISI was entitled to grant either incentive or nonqualified
stock options for a maximum of 197,548 shares of common stock (as converted to
reflect the pooling of interests and conversion to options to purchase Aspen
common stock) to eligible employees, as defined.

Activity under the ISI Plan is as follows:

WEIGHTED
AVERAGE
NUMBER OF EXERCISE
OPTIONS PRICE
Outstanding, June 30, 1994. ... .. ...ttt innnnnnnn. 131,174 S .45
g et = Y I (105,094) .38
Outstanding, June 30, 1995. ... ... it iinnnnnnnn 26,080 .76
S e ol = =Y (13,040) .25
Outstanding, June 30, 1996. ... ..ttt nnnnnnnnn 13,040 1.26
ST o ol = =Y (13,040) 1.26
Outstanding, June 30, 1997 ... ...ttt ennneennn. -— s --

No future grants are available under the ISI Plan.
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The following tables summarize information about stock options outstanding

and exercisable at March 31,

1998:

WEIGHTED

OPTIONS AVERAGE WEIGHTED
OUTSTANDING REMAINING AVERAGE

AT MARCH 31, CONTRACTUAL EXERCISE
RANGE OF EXERCISE PRICES 1998 LIFE PRICE
STt R 1 Y 158,898 2.2 $ 1.05
1837200 e ettt ettt 197,588 3.8 2.64
3.33-4.00. .ttt e e e 246,764 6.1 3.42
8.06=10.25 .t ittt ittt e e e 80,700 7.0 9.97
G T 7 R T 1,202,163 7.7 16.43
25.00=32.50 .ttt ittt e e e e 2,387,568 8.9 29.33
38.00-40.018 i iiiine ittt 318,500 9.3 37.48
4,592,181 $22.66

OPTIONS WEIGHTED
EXERCISABLE AVERAGE

AT MARCH 31, EXERCISE
RANGE OF EXERCISE PRICES 1998 PRICE
Lo O 158,898 $ 1.05
N e 197,588 2.64
30337400 ¢ ittt et e e e e e e e e e e e e 240,764 3.40
B.500=10.25 i ittt e e e e e e e e e e e 38,700 9.84
G T 37 L T 505,142 16.29
25 .00732 .50t ittt e e e e e e e e e e e e 556,915 29.65
3800t i it et e e e e e e e e e e e e e e e e e 43,256 38.00
Exercisable, March 31, 1998. .. ...ttt enennennennn 1,741,263 $16.24
Exercisable, June 30, 1997 .. .. it etnnennnnan 1,160,258 $ 9.47
Exercisable, June 30, 1996. . ...ttt eneeeneennnn 962,990 S 4.58
Exercisable, June 30, 1995. ... .ttt nnennennnnnn 1,046,572 $ 2.07

(d) FAIR VALUE OF STOCK OPTIONS

In October 1995, the FASB issued SFAS No. 123, Accounting for Stock-Based
Compensation. SFAS No. 123 requires the measurement of the fair value of stock
options to be included in the statement of income or disclosed in the notes to
financial statements. The Company has determined that it will continue to
account for stock-based compensation for employees under Accounting Principles
Board Opinion No. 25, Accounting for Stock Issued to Employees, and elect the
disclosure-only alternative under SFAS No. 123.
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Had compensation cost for the Company's option plan been determined based
on the fair value at the grant dates, as prescribed in SFAS No. 123, the
Company's net income (loss) (in thousands) and net income (loss) per share would
have been as follows:

1996 1997
Net (loss) income (in thousands) --
PN ST oy =Y oY B ot =Y $(14,387) $14,201
oo T @ e 1= (15,623) 9,520
Net (loss) income per share --
Diluted --
AS TePOTrEEd. v v ittt et e e e e e e e e S (0.83) S 0.63
= oo T o o 11 S (0.90) 0.42
Basic --
AS FePOTEEd. v ittt ittt et e e e e e e e e e e S (0.83) S 0.66
= oo T i o 1= (0.90) 0.45

The fair value of each option grant is estimated on the date of grant using
the Black-Scholes option pricing model with the following assumptions used for
grants during the applicable period: no dividend yield and volatility of 58% for
all periods; risk-free interest rates of 5.54% to 6.83% for options granted
during fiscal 1996 and 6.42% to 6.76% for options granted during fiscal 1997;
and a weighted average expected option term of 7.5 years for all periods. The
weighted average fair value per share of options granted during 1996 and 1997
was $12.83 and $23.49, respectively.

(e) EMPLOYEE STOCK PURCHASE PLANS

In February 1986, the Company's Board of Directors approved the 1986
Employees' Stock Purchase Plan, under which the Board of Directors could grant
stock purchase rights for a maximum of 1,1400,000 shares through November 1995.
In December 1995, the Company's Board of Directors approved the 1995 Employees'
Stock Purchase Plan, under which the Board of Directors may grant stock purchase
rights for a maximum of 500,000 shares through November 2005. In October 1997,
the Company's Board of Directors approved the 1998 Employee Stock Purchase Plan,
under which the Board of Directors may grant stock purchase rights for a maximum
of 1,000,000 shares through September 30, 2007.

Participants are granted options to purchase shares of common stock on the
last business day of each semiannual payment period for 85% of the market price
of the common stock on the first or last business day of such payment period,
whichever is less. The purchase price for such shares is paid through payroll
deductions, and the current maximum allowable payroll deduction is 10% of each
eligible employee's compensation. Under the plans, the Company issued 72,064
shares, 50,220 shares, 81,586 shares and 127,547 shares during fiscal 1995, 1996
and 1997 and the nine months ended March 31, 1998, respectively. As of March 31,
1998, there were 1,000,000 shares available for future issuance under the 1998
Employee Stock Purchase Plan. No shares of common stock were available for
future issuance under the 1986 Employee Stock Purchase Plan or the 1995
Employees' Stock Purchase Plan.

(f) STOCKHOLDER RIGHTS PLAN

During fiscal 1998, the Board of Directors of the Company adopted a
Stockholder Rights Agreement (the "Rights Plan") and distributed one Right for
each outstanding share of Common Stock. The Rights were issued to holders of
record of Common Stock outstanding on March 12, 1998. Each share of Common Stock
issued after March 12, 1998 will also include one Right, subject

26
ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONTINUED)



to certain limitations. Each Right when it becomes exercisable will initially
entitle the registered holder to purchase from the Company one one-hundredth

(1/100(th)) of a share of Series A Preferred Stock at a price of $175.00 (the
"Purchase Price").

The Rights will become exercisable and separately transferable when the
Company learns that any person or group has acquired beneficial ownership of 15%
or more of the outstanding Common Stock or on such other date as may be
designated by the Board of Directors following the commencement of, or first
public disclosure of an intent to commence, a tender or exchange offer for
outstanding Common Stock that could result in the offeror becoming the
beneficial owner of 15% or more of the outstanding Common Stock. In such
circumstances, holders of the Rights will be entitled to purchase, for the
Purchase Price, a number of hundredths of a share of Series A Preferred Stock
equivalent to the number of shares of Common Stock (or, in certain
circumstances, other equity securities) having a market value of twice the
Purchase Price. Beneficial holders of 15% or more of the outstanding Common
Stock, however, would not be entitled to exercise their Rights in such
circumstances. As a result, their voting and equity interests in the Company
would be substantially diluted if the Rights were to be exercised.

The Rights expire in March 2008, but may be redeemed earlier by the Company
at a price of $.01 per Right, in accordance with the provisions of the Rights
Plan.

(g) EMPLOYEE STOCK OWNERSHIP PLAN

In January 1987, CDI established an Employee Stock Ownership Plan and Trust
(the Plan) which covers substantially all employees who have attained the age of
21, completed 1,000 hours of service during the initial plan year in which they
have their first hour of service and are not covered by any collective
bargaining agreement. CDI makes discretionary contributions to the Plan on an
annual basis based on 10% of all eligible employees' base salaries. The common
stock shares are then allocated based on a formula determined by management.
CDI's discretionary contributions for the years ended June 30, 1996 and 1997 and
the nine months ended March 31, 1998 were approximately $250,000, $338,000 and
$478,000, respectively. The Plan also provides for the repurchase of common
stock upon the employee's termination of employment. In connection with the
merger between the Company and CDI, contributions to this Plan ceased as of May
27, 1998.

(h) RESTRICTED STOCK

CDI has stockholders agreements with all existing stockholders that provide
for the repurchase of common stock upon their termination of employment.

(9) INCOME TAXES

The Company accounts for income taxes under the provisions of SFAS No. 109,
Accounting for Income Taxes. Under the liability method specified by SFAS No.
109, a deferred tax asset or liability is measured based on the difference

between the financial statement and tax bases of assets and liabilities, as
measured by the enacted tax rates.
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The provisions for income taxes shown in the accompanying consolidated
statements of operations are composed of the following (in thousands):

YEARS ENDED JUNE 30,



Federal --

[ o o o $1,713 $4,933 S 7,174

Deferred. i vttt ittt e e e e e e e e e e e e e e e e 2,327 (264) 1,092
State --

[ o o o 103 966 1,011

Deferred. vttt i e e et e et e e 552 6 198
Foreign --

[ o o o 159 505 692

$4,854 $6,146 $10,169

The provision for income taxes differs from the federal statutory rate due
to the following:

YEARS ENDED JUNE 30,

1995 1996 (1) 1997 (1)

Federal tax at statutory rate...............oo.. 34.0% 34.5% 34.5%
State income tax, net of federal tax benefit........ 5.7 5.5 5.6
B ot T e o B i - (2.1) 1.2 (0.9)
Tax credits generated....... ottt nnnneennn (1.1) (5.0) (4.1)
Permanent differences, nNet........uiiiiiiteieennennn 2.8 2.2 1.3
Valuation allowance and Oother.......ou it eennnn 1.3 (0.4) (0.5)
Provision for income taxesS........iiuiuiiiiiiiiennn 40.6% 38.0% 35.9%

(1) Calculated based on pretax income, before nondeductible charges for
in-process research and development, of $14,850,000 and $26,704,000 for 1996
and 1997, respectively.

The components of the net deferred tax liability recognized in the
accompanying consolidated balance sheets are as follows (in thousands):

JUNE 30,
1996 1997
Deferred taX 8SSeE S . i i ittt ittt ittt e eeeeee et s 7,418 S 6,344
Deferred tax 1iabilitieS .. .ueeee e et e enneenennnn (16,424) (14,908)
(9,006) (8,564)
Valuation alloWanCe . v v vttt i ittt ettt eeeeeneneens (1,425) -—
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The approximate tax effect of each type of temporary difference and
carryforwards is as follows (in thousands):



1996 1997
RevenuUe related. .o ittt ittt et e et ittt ettt ieen $(6,974) $(8,430)
Foreign operating losses.......uiiiiiiiiiieeeennnn. 1,425 1,063
Nondeductible reserves and accrualsS.....o.eueeeeeeneeenn. 1,523 1,118
Intangible assetsS. .ttt ittt e et e e e e (3,819) (2,241)
Accounting methods. ... ... i ittt (1,235) (143)
Other temporary differences..........iiiiiiiiiiineennnn 74 69

The decrease in valuation allowance during 1997 resulted from the
utilization of previously reserved tax assets. The foreign operating loss
carryforwards expire at various dates through 2011.

(10) OPERATING LEASES

The Company leases its facilities and various office equipment under
noncancelable operating leases with terms in excess of one year. Rent expense
charged to operations was approximately $2,227,000, $3,418,000, $5,017,000,
$3,762,000 and $4,692,000 for the years ended June 30, 1995, 1996 and 1997 and
the nine months ended March 31, 1997 and 1998, respectively. Future minimum
lease payments under these leases as of June 30, 1997 are as follows (in
thousands) :

AMOUNT
Year Ending June 30,

1908 e ittt i e e e e e e e e e e e e e e e S 4,440
1900 . ittt e e e e e e e e e e e 4,027
2000 e e e e e e e e e e e e e e e e e e e e e e 3,830
200 L e e e e e e e e e e e e e e e e e e e e e e e e 3,498
2002 e e e e e e e e e e e e e e e e e e e e e e e 3,476
B0 o T ot Y= i = Y 4,001

$23,272

(11) SALE OF INSTALLMENTS RECEIVABLE

The Company sold, with limited recourse, certain of its installment
contracts to two financial institutions for $28,895,000, $30,210,000 and
$44,063,000 during fiscal 1996 and 1997 and the nine months ended March 31,
1998, respectively. The financial institutions have partial recourse to the
Company only upon nonpayment by the customer under the installments receivable.
The amount of recourse is determined pursuant to the provisions of the Company's
contracts with the financial institutions and varies depending on whether the
customers under the installment contracts are foreign or domestic entities.
Collections of these receivables reduce the Company's recourse obligation, as
defined. The Company records these transactions as sales of financial assets in
accordance with SFAS No. 125, Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities, as it surrenders control to
these receivables upon transfer.

At March 31, 1998, the balance of the uncollected principal portion of the
contracts sold with partial recourse was approximately $87,659,000. The
Company's potential recourse obligations
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related to these contracts is approximately $5,000,000. In addition, the Company
is obligated to pay additional costs to the financial institutions in the event
of default by the customer.

(12) COMMITMENTS

The Company has entered into agreements with six executive officers
providing for the payment of cash and other benefits in certain events of their
voluntary or involuntary termination within three years following a change in
control. Payment under these agreements would consist of a lump sum equal to
approximately three years of each executive's annual taxable compensation. The
agreements also provide that the payment would be increased in the event that it
would subject the officer to excise tax as a parachute payment under the federal
tax code. The increase would be equal to the additional tax liability imposed on
the executive as a result of the payment.

(13) RETIREMENT PLAN

The Company maintains a defined contribution retirement plan under Section
401 (k) of the Internal Revenue Code covering all eligible employees, as defined.
Under the plan, a participant may elect to defer receipt of a stated percentage
of his or her compensation, subject to limitation under the Internal Revenue
Code, which would otherwise be payable to the participant for any plan year. The
Company may make discretionary contributions to this Plan. No such contributions
were made during 1995 or 1996. During 1997, the plan was modified to provide,
among other changes, for the Company to make matching contributions equal to 25%
of pretax employee contributions up to a maximum of 6% of an employee's salary.
During the fiscal year ended June 30, 1997 and the nine months ended March 31,
1997 and 1998, the Company made matching contributions of approximately
$385,000, $175,000 and $598,000, respectively.

CDI also maintains a deferred contribution (401k) profit sharing plan
covering all full-time employees. Under the plan, a participant may elect to
defer receipt of a stated percentage of his or her compensation, subject to
limitation under the Internal Revenue Code, which would otherwise be payable to
the participant for any plan year. The plan provides for CDI to make matching
contributions equal to 50% of pretax employee contributions up to a maximum of
6% of an employee's salary. In addition, CDI may make discretionary
contributions to the plan determined annually by management. During the fiscal
year ended June 30, 1997 and the nine months ended March 31, 1998, CDI made
matching contributions of approximately $183,000 and $314,000, respectively.

The Company does not provide postretirement benefits to any employees as
defined under SFAS No. 106, Employers' Accounting for Postretirement Benefits
Other Than Pensions.

(14) JOINT VENTURES

In May 1993, the Company entered into an Equity Joint Venture agreement
with China Petrochemical Technology Company to form a limited liability company
governed by the laws of the People's Republic of China. This company has the
nonexclusive right to distribute the Company's products within the People's
Republic of China. The Company invested $300,000 on August 6, 1993, which
represents a 30% equity interest in the joint venture.

In November 1993, the Company invested approximately $100,000 in a
Cyprus-based corporate joint venture, representing approximately a 14% equity
interest. The Company had a two-year option to purchase additional shares in the
joint venture corporation, which would increase its equity interest to 22.5%. In
December 1995, the Company exercised its option to acquire these additional
shares for approximately $125,000.
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The Company is accounting for these investments using the equity method.



The net investments are included in other assets in the accompanying
consolidated balance sheets. In the accompanying consolidated statements of
operations for the years ended June 30, 1995, 1996 and 1997 and the nine months
ended March 31, 1997 and 1998, the Company has recognized approximately $22,000,
$10,000, $26,000, $O and $45,000, respectively, as its portion of the income
from these joint ventures.

(15) ACCRUED EXPENSES

Accrued expenses in the accompanying consolidated balance sheets consist of
the following (in thousands) :

JUNE 30,
—————————————————— MARCH 31,
1996 1997 1998
INCOME LAXES e ittt et ettt et eeteeeeeeneeeeennn S 2,728 S 6,711 $ 9,172
Payroll and payroll-related................. 5,672 3,713 5,432
Royalties and outside commissions........... 4,437 2,168 2,321
Lo L 3,580 5,376 4,878
$16,417 $17,968 $21,803

(16) RELATED PARTY TRANSACTION

Smart Finance & Co., a company of which a director of the Company is the
President, provides advisory services to the Company from time to time. In
fiscal 1996 and 1997 and the nine months ended March 31, 1998, payments of
approximately $72,000, $222,000 and $43,000, respectively, were made by the
Company to Smart Finance & Co. as compensation for services rendered.

(17) FINANCIAL INFORMATION BY GEOGRAPHIC AREA

Domestic and export sales as a percentage of total revenues are as follows:

NINE MONTHS ENDED

YEARS ENDED JUNE 30, MARCH 31,
1995 1996 1997 1997 1998
United States.......cuuvunennn.. 52.2% 58.0% 50.0% 51.6% 54.7%
BULOP .t v vttt ettt ittt teeeeaennn 27.7 24.4 30.6 23.8 27.8
JAPAN e 4 v e ettt ettt e 11.4 9.0 8.7 15.3 10.8
Other. ...ttt it i 8.7 8.6 10.7 9.3 6.7
100.0% 100.0% 100.0% 100.0% 100.0%

Revenues, income (loss) from operations and identifiable assets for the
Company's United States, European and Asian operations are as follows (in
thousands). The Company has intercompany distribution arrangements with its
subsidiaries. The basis for these arrangements, disclosed below as transfers
between geographic locations, is cost plus a specified percentage for services
and a commission rate for sales generated in the geographic region.
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UNITED STATES EUROPE ASTIA ELIMINATIONS CONSOLIDATED

Year ended June 30, 1995 --

REVENUES . v v vt vt ettt teeeeennnnn $ 64,819 $ 1,200 S - S -= $ 66,019
Transfers between geographic

locationsS.....euveinnnen.. -- 10,912 4,463 (15,375) --

Total revenues........ S 64,819 $12,112 $4,463 $(15,375) $ 66,019

Income from operations.......... S 7,904 $ 1,113 $ 313 S - $ 9,330

Identifiable assets............. $ 78,555 $ 4,237 $ 416 $ 51 $ 83,259

Year ended June 30, 1996 --

REVENUES . v vttt et eeeeeeneennnn $111,304 $ 3,506 S 8 S - $114,818
Transfers between geographic

locations.....ovvviinnnennnn - 13,771 4,645 (18,416) -

Total revenues........ $111,304 $17,277 $4,653 $(18,416) $114,818

Income (loss) from operations... $(10,363) S (102) s 15 S - $(10,450)

Identifiable assets............. $192,016 $11,391 S 414 $(45,814) $158,007

Year ended June 30, 1997 --

REVENUES .+ vttt veieeeeeeneenn $184,193 $ 9,833 $ 44 $ -— $194,070

Transfers between geographic
locations...ee e ineeennnn -— 23,588 8,099 (31,687) --
Total revenues........ $184,193 $33,421 $8,143 $(31,687) $194,070
Income from operations.......... $ 15,959 $ 2,622 $ 594 S -— $ 19,175
Identifiable assets............. $232,599 S 7,493 $1,1091 $(53,564) $187,719
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ITEM 7. FINANCIAL STATEMENTS, PRO FORMA FINANCIAL INFORMATION AND EXHIBITS.
(a) Financial Statements of Business Acquired.

Because the impact of the acquired business does not meet the minimum
materiality threshold of Rule 3-05(b) (2) (i) of Regulation S-X, financial
information of the acquired business is not required to be filed pursuant to
Item 7(a) of this Form 8-K.

(b) Pro Forma Financial Information.

Because (1) separate financial statements of the acgquired business are
not required to be included in this filing and (ii) the acquisition of
Chesapeake does not constitute a significant business combination under Rule
11-01(b) (1) of Regulation S-X, pro forma financial information is not required
to be filed pursuant to Item 7(b) of this Form 8-K.

(c) Exhibits.

EXHIBIT
NUMBER DESCRIPTION
2.1%* Agreement and Plan of Reorganization dated as of April 28, 1998,
among Aspen Technology, Inc., AT Acquisition Corp., Chesapeake
Decision Sciences, Inc. and Dr. Thomas E. Baker
23.1 Consent of Arthur Andersen LLP, Independent Public Accountants

99.1 Press release of Aspen Technology dated August 11, 1998



* Filed previously with Current Report on Form 8-K of Aspen Technology, Inc.
dated May 27, 1998.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this amendment to be signed on its behalf by the
undersigned hereunto duly authorized.

ASPEN TECHNOLOGY, INC.

Date: September 17, 1998 By: /s/ LISA W. ZAPPALA

Lisa W. Zappala
Chief Financial Officer
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2.1% Agreement and Plan of Reorganization dated as of April 28, 1998,
among Aspen Technology, Inc., AT Acquisition Corp., Chesapeake
Decision Sciences, Inc. and Dr. Thomas E. Baker
23.1 Consent of Arthur Andersen LLP, Independent Public Accountants
99.1 Press release of Aspen Technology dated April 11, 1998

* Filed previously with Current Report on Form 8-K of Aspen Technology, Inc.
dated May 27, 1998.



EXHIBIT 23.1

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the inclusion in this
Form 8-K of our report dated May 29, 1998 on our audit of the consolidated
financial statements of Aspen Technology, Inc. and subsidiaries.

/s/ ARTHUR ANDERSEN LLP

September 14, 1998



EXHIBIT 99.1

ASPENTECH ANNOUNCES FOURTH QUARTER AND FISCAL 1998 YEAR END RESULTS

FOURTH QUARTER REVENUES ROSE 32%

CAMBRIDGE, MA, August 11, 1998 -- Aspen Technology, Inc. (NASDAQ: AZPN), the
leading supplier of enterprise manufacturing optimization solutions for the
process industries, today announced results for its fourth quarter and fiscal
year ended June 30, 1998.

For the fourth fiscal quarter, total revenues increased 32% to $74.5 million,
compared with $56.5 million in the fourth quarter of fiscal 1997. For the three
months ended June 30, 1998, software license revenue grew 39% to $43.8 million,
while services revenue rose 22% to $30.7 million. Net income for the 1998
fourth quarter, excluding one-time acquisition-related charges, totaled

$8.7 million or $0.33 per share.

For the full 1998 fiscal year, total revenues grew 30% to $252.6 million from
$194.1 million for fiscal 1997. Net income for fiscal 1998, excluding one-time
charges, rose 31% to $27.7 million. Earnings per share, excluding one-time
charges, grew 19% to $1.11 versus the $0.93 earned in fiscal 1997, while
weighted average shares outstanding increased 10% year-over-year. All per share
amounts have been adjusted to reflect a two-for-one stock split effected
February 29, 1997.

"License revenue growth was outstanding in the fourth quarter, important
evidence of good market demand for AspenTech solutions, and strong industry
leadership," commented Larry Evans, Chairman and Chief Executive Officer.
"However, project services execution challenges and unbudgeted expenses
combined to reduce our profitability to levels below our expectations. To
address these issues, we are implementing a number of organizational changes
that we believe will better focus senior management on execution, and will
significantly strengthen AspenTech's infrastructure to streamline our
operations and support our growth." In a SEPARATE RELEASE today, AspenTech
announced a realignment of management duties.

One of the most significant transactions during the fourth quarter was the
expansion of a license agreement by Lyondell Petrochemical to implement
AspenTech's Plantelligence solution at as many as nine additional production
sites in addition to the Matagorda, Texas facility already using AspenTech's
technology. Other noteworthy fourth quarter customers include Buckeye Cellulose
Corporation, Cabot Corporation, Daicel Chemical Industries, Ltd., Fluor Daniel,
Inc., Hercules, Inc., Kyowa Hakko Kogyo Co., Ltd., NOVA Chemicals, Ltd.,
Raytheon Engineers & Constructors, Inc., Samsung Data Systems Co., Ltd.,
Statoil (the Norwegian state-owned oil company), and Union Carbide Corporation.

The fourth paragraph of this press release contains forward-looking statements
that involve a number of risks and uncertainties. Although the Company believes
that the assumptions underlying the forward-looking statements are reasonable,
any of the assumptions could be inaccurate and there can be no assurance that
actual results will be the same as those indicated by the forward-looking
statements, that the license revenue growth is evidence of good market demand,
or that the organizational changes will significantly strengthen the Company's
operation or infrastructure. Additional factors that could cause actual results
to differ materially from those indicated by such forward-looking statements
include the risks set forth under the caption "Risk Factors" in Aspen
Technology's Form 8-K filed June 3, 1998, which factors are incorporated herein
by reference.

ABOUT ASPENTECH

Aspen Technology, Inc., is a leading supplier of software and services for the
analysis, design and automation of process manufacturing plants in industries
such as chemical, petroleum, pharmaceuticals, electric power, pulp and paper,
and metals. Process manufacturers use AspenTech's solutions to improve the way
they design, operate and manage their plants. These solutions enable customers
to reduce their raw material, energy, and capital expenses, meet environmental
and safety regulations, improve product quality, and shorten the time required
to get new production processes on stream. AspenTech is headquartered in
Cambridge, Massachusetts, with offices in 21 countries worldwide. AspenTech and



the AspenTech logo are registered trademarks of Aspen Technology,

REVENUES :
Software licenses
Maintenance and other services
Total revenues

EXPENSES:
Cost of software licenses
Cost of maintenance and other services
Selling and marketing
Research and development
General and administrative

Charge for in-process research & development

One-time acquisition costs
Total costs and expenses

Income from operations

Other expense, net
Interest income, net

Income before provision for
income taxes

Provision for income taxes
Net income

Diluted earnings per share

Weighted average shares outstanding-diluted

Basic earnings per share
Weighted average shares outstanding-basic

PRO FORMA EXCLUDING ONE-TIME ACQUISITION
COSTS AND CHARGE FOR IN-PROCESS Ré&D:
Operating income

Net income

Diluted earnings per share
Weighted average shares outstanding-diluted

ASSETS

Current Assets:

Cash, cash equivalents and short-term investments
Accounts receivable and unbilled services,

Three Months Ended

June 30,
1998

543,846
30,665
74,511

3,214
20,148
22,243
12,034

5,558

4,000
67,197

7,314
(78)

1,181

8,417

3,725
$ 4,692

$ 0.18
26,206

$ 0.19
24,354

$11,314
8,692

$ 0.33
26,206
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Current portion of long-term installments receivable, net

Prepaid expenses and other current assets
Total current assets

Long-term installments receivable, net
Equipment and leasehold improvements, net
Computer software development costs, net
Intangible assets, net

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Current portion of long-term debt
Accounts payable and accrued expenses
Unearned revenue
Deferred revenue
Deferred income taxes
Total current liabilities

Long-term debt, less current maturities
Deferred revenue, less current portion
Other liabilities

Deferred income taxes

Total stockholders' equity

Total liabilities and stockholders' equity

June 30,
1997

$31,438
25,033
56,471

1,449
14,691
15,811

9,894

4,218

46,063
10,408

(100)
1,538

11,846

3,901
$ 7,945

$ 0.34
23,225

$ 0.36
22,020

$10,408
7,945

$ 0.34
23,225

Year End
June 30, 1998

$113, 681
89,880
23,643
10,831

238,035

36,203
42,736
5,696
12,857
7,355

$342,882

$ 2,187
38,545
6,008
17,888
541
65,169

90, 635
15,074

914
6,074

165,016
$342,882

June 30,
1998

$139,390
113,165
252,555

8,178
68,490
74,926
43,553
20,208

8,472

4,984

228,811

23,744

(398)

5,339

28,685

14,049
14,636

o

0

0.59
24,883

S 0.63
23,415

0

37,200
27,731

$ 1.11
24,883

Inc.

Year Ended

Year End

June 30,

$ 34,906
59,441
19,063

8,876

122,286

30,963
31,159
3,058
12,768
3,311

$203,545

$ 288
25,410
4,294
16,730
1,775
48,497

462

9,441

942

6,789

137,414
$203,545

1997

June 30,

$

0

0

o

1997

103,179
90,891
194,070

5,539
54,006
56,034
33,580
17,072

8,664

174,895

19,175

(210)

5,405

24,370

10,169
14,201

0.63
22,707

0.66
21,368

27,839
21,165

$ 0.93
22,707
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