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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.

Consolidated Financial Statements (unaudited)

Revenue:
License
Maintenance
Services and other
Total revenue
Cost of revenue:
License
Maintenance
Services and other
Total cost of revenue
Gross profit
Operating expenses:
Selling and marketing
Research and development
General and administrative
Total operating expenses
Income from operations
Interest income
Interest (expense)
Other income, net
Income before income taxes
Provision for income taxes

Net income

Net income per common share:

Basic
Diluted

Weighted average shares outstanding:

Basic
Diluted

ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

4

Three Months Ended
September 30,

2019

(Dollars in Thousands, Except per Share Data)

81,171 $ 63,755
43,574 43,039
9,346 7,375
134,091 114,169
1,660 1,665
4,977 3,993
8,581 7,569
15,218 13,227
118,873 100,942
29,192 26,812
22,493 21,056
19,884 16,084
71,569 63,952
47,304 36,990
7,976 7,069
(3,000) (1,814)
1,132 128
53,412 42,373
7,128 4,307
46,284 $ 38,066
068 $ 0.54
067 $ 0.53
68,441 70,988
69,317 72,015

See accompanying Notes to these unaudited consolidated financial statements.
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended
September 30,
2019 2018
(Dollars in Thousands)
Net income $ 46,284 $ 38,066
Other comprehensive (loss):
Foreign currency translation adjustments (3,102) (423)
Total other comprehensive (loss) (3,102) (423)
Comprehensive income $ 43,182 $ 37,643

See accompanying Notes to these unaudited consolidated financial statements.
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)
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September 30, June 30,
2019 2019
(Dollars in Thousands, Except
Share Data)
ASSETS
Current assets:
Cash and cash equivalents $ 57,943 $ 71,926
Accounts receivable, net 48,991 47,784
Current contract assets 286,644 294,193
Prepaid expenses and other current assets 12,603 12,628
Prepaid income taxes 1,269 2,509
Total current assets 407,450 429,040
Property, equipment and leasehold improvements, net 7,259 7,234
Computer software development costs, net 1,205 1,306
Goodwill 126,937 78,383
Intangible assets, net 60,955 33,607
Non-current contract assets 358,704 325,510
Contract costs 25,327 24,982
Operating lease right-of-use assets 29,842 —
Deferred tax assets 1,781 1,669
Other non-current assets 2,197 1,334
Total assets $ 1,021,657 $ 903,065
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 10,641  $ 5,891
Accrued expenses and other current liabilities 41,176 54,594
Current operating lease liabilities 6,462 —
Income taxes payable 13,348 14,952
Borrowings under credit agreement 320,000 220,000
Current deferred revenue 25,699 25,318
Total current liabilities 417,326 320,755
Non-current deferred revenue 17,349 19,573
Deferred income taxes 160,230 159,071
Non-current operating lease liabilities 28,765 —
Other non-current liabilities 4,704 10,381
Commitments and contingencies (Note 17)
Series D redeemable convertible preferred stock, $0.10 par value—
Authorized— 3,636 shares as of September 30, 2019 and June 30, 2019
Issued and outstanding— none as of September 30, 2019 and June 30, 2019 — —
Stockholders’ equity:
Common stock, $0.10 par value— Authorized—210,000,000 shares
Issued— 103,717,526 shares at September 30, 2019 and 103,642,292 shares at June 30, 2019
Outstanding— 68,317,521 shares at September 30, 2019 and 68,624,566 shares at June 30, 2019 10,372 10,365
Additional paid-in capital 745,908 739,099
Retained earnings 1,306,268 1,259,984
Accumulated other comprehensive (loss) income (2,766) 336
Treasury stock, at cost—35,400,005 shares of common stock at September 30, 2019 and 35,017,726 shares at June 30,
2019 (1,666,499) (1,616,499)
Total stockholders’ equity 393,283 393,285
Total liabilities and stockholders’ equity $ 1,021,657 $ 903,065

See accompanying Notes to these unaudited consolidated financial statements.
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June 30, 2019
Comprehensive income:

Net income

Other comprehensive (loss)

Issuance of shares of common stock
Issuance of restricted stock units and
net share settlement related to
withholding taxes

Repurchase of common stock
Stock-based compensation

September 30, 2019

June 30, 2018
Comprehensive income:

Net income

Other comprehensive (loss)

Issuance of shares of common stock

Issuance of restricted stock units and
net share settlement related to
withholding taxes

Repurchase of common stock
Stock-based compensation

September 30, 2018

ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(Unaudited)
Common Stock Additional Accumulated Other Treasury Stock Total
Number of $0.10 Par Paid-in Retained Comprehensive Number of Stockholders'
Shares Value Capital Earnings Income (Loss) Shares Cost Equity
(Dollars in Thousands, Except Share Data)
103,642,292 $ 10,365 $ 739,099 $ 1,259,984 $ 336 35,017,726 $ (1,616,499) $ 393,285
— — — 46,284 — — — 46,284
— — — — (3,102) (3,102)
17,783 2 933 — — — 935
57,451 5 (3,399) — — — — (3,394)
= = = = = 382,279 (50,000) (50,000)
— — 9,275 — — — — 9,275
103,717,526  $ 10,372 $ 745,908 $ 1,306,268 $ (2,766) 35,400,005 $ (1,666,499) $ 393,283
Common Stock Additional Accumulated Other Treasury Stock Total
Number of $0.10 Par Paid-in Retained Comprehensive Number of Stockholders'
Shares Value Capital Earnings Income Shares Cost Equity
(Dollars in Thousands, Except Share Data)
103,130,300 $ 10,313 $ 715,475 $ 997,250 $ 1,388 31,943,599 $ (1,316,499) $ 407,927
— — — 38,066 — — — 38,066
— — — — (423) (423)
90,009 9 3,702 = = = 3,711
58,829 6 (3,290) — — — — (3,284)
— — — — — 473,376 (50,000) (50,000)
— — 8,865 — — — — 8,865
103,279,138 $ 10,328 $ 724,752 $ 1,035,316 $ 965 32,416,975 $  (1,366,499) $ 404,862

See accompanying Notes to these unaudited consolidated financial statements.
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net income

(Unaudited)

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

Depreciation and amortization

Right-of-use asset amortization

Net foreign currency losses (gains)

Stock-based compensation

Deferred income taxes

Provision for bad debts

Other non-cash operating activities
Changes in assets and liabilities:

Accounts receivable

Contract assets

Contract costs

Lease liabilities

Prepaid expenses, prepaid income taxes, and other assets

Accounts payable, accrued expenses, income taxes payable and other liabilities

Deferred revenue
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property, equipment and leasehold improvements
Payments for business acquisitions, net of cash acquired
Payments for capitalized computer software costs
Net cash used in investing activities
Cash flows from financing activities:
Exercises of stock options
Repurchases of common stock
Payments of tax withholding obligations related to restricted stock
Proceeds from credit agreement
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Decrease in cash, cash equivalents, and restricted cash
Cash and cash equivalents, beginning of period
Cash, cash equivalents, and restricted cash, end of period
Supplemental disclosure of cash flow information:
Income taxes paid, net
Interest paid

Supplemental disclosure of non-cash activities:

Change in purchases of property, equipment and leasehold improvements included in accounts payable and accrued expenses

Change in repurchases of common stock included in accounts payable and accrued expenses

Lease liabilities arising from obtaining right-of-use assets

Reconciliation to amounts within the unaudited consolidated balance sheets:

Three Months Ended
September 30,
2019 2018
(Dollars in Thousands)
$ 46,284 § 38,066
2,036 2,000
1,887 —
721 (200)
9,275 8,865
(182) (44,670)
982 34
107 107
(1,945) (12,394)
(25,440) (30,914)
(345) (796)
(1,932) -
(2,092) (855)
(12,741) 34,924
(1,355) 11,403
15,260 5,570
(600) (96)
(74,219) —
) (90)
(74,828) (186)
1,018 4,054
(50,848) (49,977)
(3,166) (3,179)
100,000 =
47,004 (49,102)
(729) (399)
(13,293) (44,117)
71,926 96,165
$ 58,633 § 52,048
$ 10,284  $ 2,755
2,801 1,538
$ 160 $ 11)
(848) 23
3,272 —
September 30, June 30,
9 2019
(Dollars in Thousands)



Table of Contents

Cash and cash equivalents $ 57,943 $ 71,926
Restricted cash included in other non-current assets 690 —
Cash, cash equivalents, and restricted cash, end of period $ 58,633 $ 71,926

See accompanying Notes to these unaudited consolidated financial statements.
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ASPEN TECHNOLOGY, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Interim Unaudited Consolidated Financial Statements

The accompanying interim unaudited consolidated financial statements of Aspen Technology, Inc. and its subsidiaries have been prepared on the same
basis as our annual consolidated financial statements. We have omitted certain information and footnote disclosures normally included in our annual
consolidated financial statements. Such interim unaudited consolidated financial statements have been prepared in conformity with U.S. Generally Accepted
Accounting Principles (GAAP), as defined in the Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic
270, Interim Reporting, for interim financial information and with the instructions to Rule 10-01 of Regulation S-X. Accordingly, they do not include all of
the information and footnotes required by GAAP for complete financial statements. It is suggested that these unaudited consolidated financial statements be
read in conjunction with the audited consolidated financial statements for the year ended June 30, 2019, which are contained in our Annual Report on
Form 10-K, as previously filed with the U.S. Securities and Exchange Commission (SEC). In the opinion of management, all adjustments, consisting of
normal and recurring adjustments, considered necessary for a fair presentation of the financial position, results of operations, and cash flows at the dates and
for the periods presented have been included and all intercompany accounts and transactions have been eliminated in consolidation. The results of operations
for the three months ended September 30, 2019 are not necessarily indicative of the results to be expected for the subsequent quarter or for the full fiscal year.

The preparation of financial statements in conformity with GAAP 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 revenue and expenses during the reporting period. Actual results could differ from those estimates.

Unless the context requires otherwise, references to we, our and us refer to Aspen Technology, Inc. and its subsidiaries.

2. Significant Accounting Policies

(a) Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Aspen Technology, Inc. and our wholly owned subsidiaries. All
intercompany balances and transactions have been eliminated in consolidation.

(b) Significant Accounting Policies

Our significant accounting policies are described in Note 2 to the consolidated financial statements included in our Annual Report on Form 10-K for the
fiscal year ended June 30, 2019. We adopted Accounting Standards Update (ASU) No. 2016-02, Leases ("Topic 842") effective July 1, 2019. Refer to Note 2
(g), “New Accounting Pronouncements Adopted in Fiscal 2020,” for further information regarding the adoption of Topic 842. There were no other material
changes to our significant accounting policies during the three months ended September 30, 2019.

(c) Loss Contingencies

We accrue estimated liabilities for loss contingencies arising from claims, assessments, litigation and other sources when it is probable that a liability has
been incurred and the amount of the claim, assessment or damages can be reasonably estimated. We believe that we have sufficient accruals to cover any

obligations resulting from claims, assessments or litigation that have met these criteria.

(d) Foreign Currency Transactions

Foreign currency exchange gains and losses generated from the settlement and remeasurement of transactions denominated in currencies other than the
functional currency of our subsidiaries are recognized in our results of operations as incurred as a component of other income, net. Net foreign currency
exchange gains were $1.1 million and $0.1 million during the three months ended September 30, 2019 and 2018, respectively.

11
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(e) Research and Development Expense

We charge research and development expenditures to expense as the costs are incurred. Research and development expenses consist primarily of
personnel expenses related to the creation of new products, enhancements and engineering changes to existing products and costs of acquired technology
prior to establishing technological feasibility.

() Restricted Cash

As of September 30, 2019, our restricted cash balance of $0.7 million related to funds subject to contractual restrictions. We did not have a restricted
cash balance as of June 30, 2019.

(@) New Accounting Pronouncements Adopted in Fiscal 2020

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). Under the amendment, lessees are required to recognize virtually all of their
leases on the balance sheet, by recording a right-of-use asset and lease liability. The ASU is effective for annual periods, including interim periods within
those annual periods, beginning after December 15, 2018. We adopted Topic 842 effective July 1, 2019 using the effective date method with a modified
retrospective transition approach. Results for reporting periods beginning on or after July 1, 2019 are presented under ASC 842, while prior period amounts
were not adjusted and continue to be reported in accordance with the Company’s historic accounting under ASC 840 “Leases.” We elected the package of
practical expedients permitted under the transition guidance within the new standard, which allowed the carry forward of historical assessments of whether a
contract contains a lease, lease classification and initial direct costs. The most significant impact of the adoption of Topic 842 was the recognition of operating
lease right-of-use assets of $28.5 million and current and non-current operating lease liabilities of $7.4 million and $26.5 million, respectively, and the
reversal of deferred rent of $6.5 million as of July 1, 2019. The adoption of Topic 842 did not have a material impact on our operating results or cash flows,
and there was no impact on our debt covenants. See Note 4, "Leases," to our Unaudited Consolidated Financial Statements for more information on the
impact of adopting Topic 842.

(h) Recently Issued Accounting Pronouncements

None.

12
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3. Revenue from Contracts with Customers

In accordance with Topic 606, we account for a customer contract when both parties have approved the contract and are committed to perform their
respective obligations, each party’s rights can be identified, payment terms can be identified, the contract has commercial substance, and it is probable that we
will collect substantially all of the consideration to which we are entitled. Revenue is recognized when, or as, performance obligations are satisfied by
transferring control of a promised product or service to a customer.

Nature of Products and Services

We generate revenue from the following sources: (1) License revenue; (2) Maintenance revenue; and (3) Services and other revenue. We sell our software
products to end users primarily under fixed-term licenses. We license our software products primarily through a subscription offering which we refer to as our
aspenONE licensing model, which includes software maintenance and support, known as our Premier Plus SMS offering, for the entire term. Our aspenONE
products are organized into three suites: 1) engineering; 2) manufacturing and supply chain; and 3) asset performance management. The aspenONE licensing
model provides customers with access to all of the products within the aspenONE suite(s) they license. We refer to these arrangements as token arrangements.
Tokens are fixed units of measure. The amount of software usage is limited by the number of tokens purchased by the customer.

We also license our software through point product term arrangements, which include our Premier Plus SMS offering for the entire term.

We determine revenue recognition through the following steps:

. Identification of the contract, or contracts, with a customer;

. Identification of the performance obligations in the contract;

. Determination of the transaction price;

. Allocation of the transaction price to the performance obligations in the contract; and
. Recognition of revenue when, or as, we satisfy a performance obligation.

Term-based Arrangements: Term-based arrangements consist of on-premise term licenses as well as maintenance.
License
License revenue consists primarily of product and related revenue from our aspenONE licensing model and point product arrangements.

When a customer elects to license our products under our aspenONE licensing model, the customer receives, for the term of the arrangement, the right to
all software products in the licensed aspenONE software suite. When a customer elects to license point products, the customer receives, for the term of the
arrangement, the right to license specified products in the licensed aspenONE software suite. Revenue from initial product licenses is recognized upfront upon
delivery.

Maintenance

When a customer elects to license our products under our aspenONE licensing model, our Premier Plus SMS offering is included for the entire term of
the arrangement and the customer receives, for the term of the arrangement, the right to any updates that may be introduced into the licensed aspenONE
software suite. When a customer elects to license point products, our Premier Plus SMS offering is included for the entire term of the arrangement and the
customer receives, for the term of the arrangement, the right to any updates that may be introduced related to the specified products licensed. Maintenance
represents a stand-ready obligation and, due to our obligation to provide unspecified future software updates on a when-and-if available basis as well as
telephone support services, we are required to recognize revenue ratably over the term of the arrangement.
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Services and Other Revenue
Professional Services Revenue

Professional services are provided to customers on a time-and-materials ("T&M") or fixed-price basis. The obligation to provide professional services is
generally satisfied over time, with the customer simultaneously receiving and consuming the benefits as we satisfy our performance obligation. For
professional services, revenue is recognized by measuring progress toward the completion of our obligations. We recognize professional services fees for our
T&M contracts based upon hours worked and contractually agreed-upon hourly rates. Revenue from fixed-price engagements is recognized using the
proportional performance method based on the ratio of costs incurred to the total estimated project costs. The use of the proportional performance method is
dependent upon our ability to reliably estimate the costs to complete a project. We use historical experience as a basis for future estimates to complete current
projects. Additionally, we believe that costs are the best available measure of performance. Out-of-pocket expenses which are reimbursed by customers are
recorded as revenue.

Training Revenue

We provide training services to our customers, including on-site, Internet-based, public and customized training. The obligation to provide training
services is generally satisfied over time, with the customer simultaneously receiving and consuming the benefits as we satisfy our performance obligation.
Revenue is recognized in the period in which the services are performed.

Contracts with Multiple Performance Obligations

Our contracts generally contain more than one of the products and services listed above, each of which is separately accounted for as a distinct
performance obligation.

Allocation of consideration: We allocate total contract consideration to each distinct performance obligation in an arrangement on a relative standalone
selling price basis. The standalone selling price reflects the price we would charge for a specific product or service if it was sold separately in similar
circumstances and to similar customers.

If the arrangement contains professional services and other products or services, we allocate to the professional service obligation a portion of the total
contract consideration based on the standalone selling price of professional services that is observed from consistently priced standalone sales.

The standalone selling price for term licenses, which are always sold with maintenance, is the price for the combined license and maintenance bundle.
The amount assigned to the license and maintenance bundle is separated into license and maintenance amounts using the respective standalone selling prices
represented by the value relationship between the software license and maintenance.

When two or more contracts are entered into at or near the same time with the same customer, we evaluate the facts and circumstances associated with
the negotiation of those contracts. Where the contracts are negotiated as a package, we will account for them as a single arrangement and allocate the
consideration for the combined contracts among the performance obligations accordingly.

Standalone selling price: When available, we use directly observable transactions to determine the standalone selling prices for performance obligations.
Generally, directly observable data is not available for term licenses and maintenance. When term licenses are sold together with maintenance in a bundled
arrangement, we estimate a standalone selling price for these distinct performance obligations using relevant information, including our overall pricing
objectives and strategies and historical pricing data, and taking into consideration market conditions and other factors.

Other policies and judgments

Payment terms and conditions vary by contract type, although terms generally include a requirement of payment annually over the term of the license
arrangement. Therefore, we generally receive payment from a customer after the performance obligation related to the license has been satisfied, and
therefore, our contracts generally contain a significant financing component. The significant financing component is calculated utilizing an interest rate that
derives the net present value of the performance obligations delivered on an upfront basis based on the allocation of consideration. We have instituted a
customer portfolio approach in assigning interest rates. The rates are determined at contract inception and are based on the credit characteristics of the
customers within each portfolio.
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Contract modifications

We sometimes enter into agreements to modify previously executed contracts, which constitute contract modifications. We assess each of these contract
modifications to determine (i) if the additional products and services are distinct from the products and services in the original arrangement; and (ii) if the
amount of consideration expected for the added products and services reflects the stand-alone selling price of those products and services, as adjusted for
contract-specific circumstances. A contract modification meeting both criteria is accounted for as a separate contract. A contract modification not meeting
both criteria is considered a change to the original contract and is accounted for on either (i) a prospective basis as a termination of the existing contract and
the creation of a new contract; or (ii) a cumulative catch-up basis. Generally, our contract modifications meet both criteria and are accounted for as a separate
contract, as adjusted for contract-specific circumstances.

Disaggregation of Revenue

We disaggregate our revenue by region, type of performance obligation, timing of revenue recognition, and segment as follows:

Three Months Ended
September 30,
2019 2018
(Dollars in Thousands)

Revenue by region:
United States $ 58,187 $ 39,228
Europe 37,492 28,946
Other (1) 38,412 45,995

$ 134,091 $ 114,169
Revenue by type of performance obligation:
Term licenses $ 81,171 $ 63,755
Maintenance 43,574 43,039
Professional services and other 9,346 7,375

$ 134,091 $ 114,169
Revenue by segment:
Subscription and software $ 124,745 $ 106,794
Services and other 9,346 7,375

$ 134,091 $ 114,169

(1) Other consists primarily of Asia Pacific, Canada, Latin America and the Middle East.
Contract Balances

The difference in the opening and closing balances of our contract assets and deferred revenue primarily results from the timing difference between our
performance and the customer’s payment. We fulfill our obligations under a contract with a customer by transferring products and services in exchange for
consideration from the customer. We recognize a contract asset when we transfer products or services to a customer and the right to consideration is
conditional on something other than the passage of time. Accounts receivable are recorded when the customer has been billed or the right to consideration is
unconditional. We recognize deferred revenue when we have received consideration or an amount of consideration is due from the customer and we have a
future obligation to transfer products or services.

Our contract assets and deferred revenue were as follows as of September 30, 2019 and June 30, 2019:
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September 30, 2019 June 30, 2019

(Dollars in Thousands)
Contract assets $ 645,348 $ 619,703
Deferred revenue (43,048) (44,891)
$ 602,300 $ 574,812

Contract assets and deferred revenue are presented net at the contract level for each reporting period.

The change in deferred revenue in the three months ended September 30, 2019 was primarily due to an increase in new billings in advance of revenue
recognition, partially offset by $10.7 million of revenue recognized that was included in deferred revenue at June 30, 2019.

Contract Costs

We pay commissions for new product sales as well as for renewals of existing contracts. Commissions paid to obtain renewal contracts are not
commensurate with the commissions paid for new product sales and therefore, a portion of the commissions paid for new contracts relate to future renewals.

We account for new product sales commissions using a portfolio approach and allocate the cost of commissions in proportion to the allocation of
transaction price of license and maintenance performance obligations, including assumed renewals. Commissions allocated to the license and license renewal
components are expensed at the time the license revenue is recognized. Commissions allocated to maintenance are capitalized and amortized on a straight-line
basis over a period of four years to eight years for new contracts, reflecting our estimate of the expected period that we will benefit from those commissions.

Amortization of capitalized contract costs is included in sales and marketing expenses in our Unaudited Consolidated Statement of Operations.

Transaction Price Allocated to Remaining Performance Obligations

The following table includes the aggregate amount of the transaction price allocated as of September 30, 2019 to the performance obligations that are
unsatisfied (or partially unsatisfied) at the end of the reporting period:

Year Ended June 30,
2020 2021 2022 2023 2024 Thereafter
(Dollars in Thousands)
License $ 32209 $ 46445 $ 9,734 $ 3,844 $ 1,634 $ 720
Maintenance 125,330 133,907 97,321 65,241 40,725 19,681
Services and other 44,632 1,427 677 431 149 12
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4. Leases

We have operating leases primarily for corporate offices, and other operating leases for data centers and certain equipment. We determine whether an
arrangement is or contains a lease based on facts and circumstances present at the inception of the arrangement. We recognize lease expense on a straight-line
basis over the lease term. Our leases have remaining lease terms of less than one year to approximately eight years, some of which may include options to
extend the leases for up to five years, and some of the leases include the option to terminate the leases upon advanced notice of 90 days. If we are reasonably
certain we will exercise an option to extend or terminate the lease, the time period covered by the extension or termination option is included in the lease
term.

Operating leases liabilities and their corresponding right-of-use assets are recorded based on the present value of lease payments over the expected lease
term. The interest rate implicit in the lease contracts is typically not readily determinable. As such, we utilize the appropriate incremental borrowing rate,
which is the rate incurred to borrow on a collateralized basis over a similar term at an amount equal to the lease payments in a similar economic environment.
Certain adjustments to the right-of-use asset may be required for items such as incentives received. We have lease agreements with lease and non-lease
components, which are accounted for separately.

The components of lease expenses for the three months ended September 30, 2019 were as follows:

Three Months Ended
September 30, 2019

(Dollars in Thousands)

Operating lease costs (1) $ 2,183
Variable lease costs 1
Total lease costs $ 2,184

(1) Operating lease costs include rent and fixed fees

The following table represents the weighted-average remaining lease term and discount rate information related to our operating leases:

September 30, 2019
Weighted average remaining lease term 5.7 years
Weighted average discount rate 4.4%

The following table represents the maturities of our operating lease liabilities as of September 30, 2019 and June 30, 2019:

September 30, 2019 June 30, 2019 (1)

(Dollars in Thousands)
Year Ending June 30,

2020 $ 6,849 $ 8,399
2021 7,725 7,820
2022 6,258 6,514
2023 6,059 5,862
2024 6,173 4,932
Thereafter 8,147 3,307
Total lease payments 41,211 36,834
Less: imputed interest (5,984) —
$ 35,227 $ 36,834

(1) As previously disclosed in our 2019 Annual Report on Form 10-K under the previous lease accounting standard, Topic 840, Leases.
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5. Fair Value

We determine fair value by utilizing a fair value hierarchy that ranks the quality and reliability of the information used in its determination. Fair values
determined using “Level 1 inputs” utilize unadjusted quoted prices in active markets for identical assets or liabilities that we have the ability to access. Fair
values determined using “Level 2 inputs” utilize data points that are observable, such as quoted prices, interest rates and yield curves for similar assets and
liabilities.

Cash equivalents of $1.0 million as of September 30, 2019 and June 30, 2019, respectively, were reported at fair value utilizing quoted market prices in
identical markets, or “Level 1 inputs.” Our cash equivalents consist of short-term money market instruments.

Financial instruments not measured or recorded at fair value in the accompanying unaudited consolidated financial statements consist of accounts
receivable, accounts payable and accrued liabilities. The estimated fair value of these financial instruments approximates their carrying value. The estimated
fair value of the borrowings under the Credit Agreement (described below in Note 12, Credit Agreement) approximates its carrying value due to the floating
interest rate.

6. Accounts Receivable, Net

Our accounts receivable, net of the related allowance for doubtful accounts, were as follows as of September 30, 2019 and June 30, 2019:

September 30, June 30,
2019 2019
(Dollars in Thousands)
Accounts receivable, gross $ 52,188 $ 51,133
Allowance for doubtful accounts (3,197) (3,349)
Accounts receivable, net $ 48,991 $ 47,784

As of September 30, 2019 and June 30, 2019, we had no customer receivable balances that individually represented 10% or more of our net accounts
receivable.

7. Property and Equipment

Property, equipment and leasehold improvements consisted of the following as of September 30, 2019 and June 30, 2019:

September 30, June 30,
2019 2019
(Dollars in Thousands)
Property, equipment and leasehold improvements, at cost:
Computer equipment $ 6,796 $ 6,642
Purchased software 22,827 22,793
Furniture & fixtures 7,023 6,794
Leasehold improvements 12,410 12,232
Property, equipment and leasehold improvements, at cost 49,056 48,461
Accumulated depreciation (41,797) (41,227)
Property, equipment and leasehold improvements, net $ 7259 $ 7,234

8. Acquisitions
Sabisu Ltd.
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On June 12, 2019, we completed the acquisition of all the outstanding shares of Argent & Waugh Limited and Sabisu Ltd. (“Sabisu”), a provider of a
flexible enterprise visualization and workflow solution to deliver real-time decision support, for a total cash consideration of $7.6 million. The purchase price
consisted of $6.1 million of cash paid at closing and an additional $1.5 million to be held back until June 2021 as security for certain representations,
warranties, and obligations of the sellers. The holdback is recorded in other non-current liabilities in our consolidated balance sheet.

The following allocation of the initial purchase price includes a preliminary valuation of the acquired intangible assets and deferred revenue:

Amount

(Dollars in Thousands)

Tangible assets acquired, net $ 355
Identifiable intangible assets:
Technology-related 1,525
Customer relationships 1,525
Goodwill 4,783
Deferred tax liabilities (564)
Total assets acquired, net $ 7,624

The goodwill reflects the value of the assembled workforce and the company-specific synergies we expect to realize by selling Sabisu products and
services to our existing customers. The results of operations of Sabisu have been included prospectively in our results of operations since the date of
acquisition.

Mnubo, Inc.

On July 12, 2019, we completed the acquisition of all the outstanding shares of Mnubo Inc. (“Mnubo”), a Canada-based provider of purpose-built
artificial intelligence and analytics infrastructure for the internet of things, for a total cash consideration of $78.3 million (102.3 million CAD). The purchase
price of $78.3 million includes $7.9 million (10.3 million CAD) paid into an escrow account to be held back until January 2021 as security for certain
representations, warranties, and obligations of the sellers.

The following allocation of the initial purchase price includes a preliminary valuation of the acquired intangible assets and deferred revenue:

Amount

(Dollars in Thousands)

Tangible assets acquired, net $ 43
Identifiable intangible assets:
Technology-related 19,890
Customer relationships 9,360
Goodwill 50,155
Deferred tax liabilities (1,185)
Total assets acquired, net $ 78,263

The goodwill reflects the value of the assembled workforce and the company-specific synergies we expect to realize by selling Mnubo products and
services to our existing customers. The results of operations of Mnubo have been included prospectively in our results of operations since the date of
acquisition.

9. Intangible Assets

We include in our amortizable intangible assets those intangible assets acquired in our business and asset acquisitions. We amortize acquired intangible
assets with finite lives over their estimated economic lives, generally using the straight-line method. Each period, we evaluate the estimated remaining useful
lives of acquired intangible assets to determine whether events or changes in circumstances warrant a revision to the remaining period of amortization.
Acquired intangibles are removed from the accounts when fully amortized and no longer in use.
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Intangible assets consisted of the following as of September 30, 2019 and June 30, 2019:

Effect of Currency
Gross Carrying Amount Accumulated Amortization Translation Net Carrying Amount

(Dollars in Thousands)

September 30, 2019:

Technology $ 56,797 $ 9,844) $ (291) $ 46,662
Customer relationships 15,740 (1,210) (252) 14,278
Non-compete agreements 553 (538) — 15

Total $ 73,000 $ (11,592) $ (543) $ 60,955

June 30, 2019:

Technology $ 37,168 $ (8,868) $ (118) $ 28,182
Customer relationships 6,503 (1,039) (100) 5,364
Non-compete agreements 553 (492) — 61

Total $ 44,224  $ (10,399) $ (218) $ 33,607

Total amortization expense related to intangible assets is included in cost of license revenue and operating expenses and amounted to approximately
$1.2 million and $1.1 million for the three months ended September 30, 2019 and 2018, respectively.

Future amortization expense as of September 30, 2019 is expected to be as follows:

Year Ended June 30, Amortization Expense

(Dollars in Thousands)
2020 $ 6,863
2021 9,237
2022 9,176
2023 9,092
2024 8,399
Thereafter 18,188
Total $ 60,955

10. Goodwill

The changes in the carrying amount of goodwill for our subscription and software reporting segment during the three months ended September 30, 2019
were as follows:

Gross Carrying Accumulated Effect of Currency
Amount Impairment Losses Translation Net Carrying Amount

(Dollars in Thousands)

June 30, 2019:

$ 145,572 $ (65,569) $ (1,620) $ 78,383
Goodwill from acquisitions 50,155 — — 50,155
Foreign currency translation — — (1,601) (1,601)
September 30, 2019: $ 195,727  $ (65,569) $ (3,221) $ 126,937

No triggering events indicating goodwill impairment occurred during the three months ended September 30, 2019.
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11. Accrued Expenses and Other Liabilities

Accrued expenses and other current liabilities consisted of the following as of September 30, 2019 and June 30, 2019:

September 30, June 30,
2019 2019
(Dollars in Thousands)
Compensation-related $ 18,477 $ 27,147
Deferred acquisition payments 4,600 4,600
Uncertain tax positions 1,064 3,751
Royalties and outside commissions 3,734 3,665
Share repurchases 1,584 2,432
Professional fees 2,375 3,053
Deferred rent — 1,331
Other 9,342 8,615
Total accrued expenses and other current liabilities $ 41,176  $ 54,594
Other non-current liabilities consisted of the following as of September 30, 2019 and June 30, 2019:
September 30, June 30,
2019 2019
(Dollars in Thousands)
Deferred rent $ — % 5,187
Uncertain tax positions 2,267 2,274
Deferred acquisition payments 1,475 1,524
Asset retirement obligations 907 914
Other 55 482
Total other non-current liabilities $ 4704 $ 10,381

12. Credit Agreement

On February 26, 2016, we entered into a $250.0 million Credit Agreement (the “Credit Agreement”) with JPMorgan Chase Bank, N.A., as administrative
agent, Silicon Valley Bank, as syndication agent, and the lenders and other parties named therein (the “Lenders”). On August 9, 2017, we entered into an
Amendment to increase the Credit Agreement to $350.0 million. The indebtedness evidenced by the Credit Agreement matures on February 26, 2021. Prior to
the maturity of the Credit Agreement, any amounts borrowed may be repaid and, subject to the terms and conditions of the Credit Agreement, borrowed again
in whole or in part without penalty. We had $320.0 million and $220.0 million in outstanding borrowings under the Credit Agreement as of September 30,
2019 and June 30, 2019, respectively. In October 2019, we borrowed an additional $15.0 million under the Credit Agreement.

Borrowings under the Credit Agreement bear interest at a rate equal to either, at our option, the sum of (a) the highest of (1) the rate of interest publicly
announced by JPMorgan Chase Bank, N.A. as its prime rate in effect, (2) the Federal Funds Effective Rate plus 0.5%, and (3) the one-month Adjusted LIBO
Rate plus 1.0%, plus (b) a margin initially of 0.5% for the first full fiscal quarter ending after the date of the Credit Agreement and thereafter based on our
Leverage Ratio; or the Adjusted LIBO Rate plus a margin initially of 1.5% for the first full fiscal quarter ending after the date of the Credit Agreement and
thereafter based on our Leverage Ratio. We must also pay, on a quarterly basis, an unused commitment fee at a rate of between 0.2% and 0.3% per annum,
based on our Leverage Ratio. The interest rates as of September 30, 2019 were 3.54% on $80.0 million of our outstanding borrowings, 3.56% on $20.0
million of our outstanding borrowings, 3.57% on $61.0 million of our outstanding borrowings, and 3.55% on $159.0 million of our outstanding borrowings.

All borrowings under the Credit Agreement are secured by liens on substantially all of our assets. The Credit Agreement contains affirmative and
negative covenants customary for facilities of this type, including restrictions on: incurrence of additional debt; liens; fundamental changes; asset sales;
restricted payments; and transactions with affiliates. The Credit Agreement contains financial covenants regarding maintenance as of the end of each fiscal
quarter, commencing with the
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quarter ending June 30, 2016, of a maximum Leverage Ratio of 3.0 to 1.0 and a minimum Interest Coverage Ratio of 3.0 to 1.0. As of September 30, 2019,
we were in compliance with these covenants.

13. Stock-Based Compensation
Stock Compensation Accounting

The weighted average estimated fair value of option awards granted was $33.15 and $31.70 during the three months ended September 30, 2019 and 2018,
respectively.

We utilized the Black-Scholes option valuation model with the following weighted average assumptions:

Three Months Ended
September 30,
2019 2018
Risk-free interest rate 1.5% 2.8%
Expected dividend yield 0.0% 0.0%
Expected life (in years) 4.5 4.6
Expected volatility factor 26.8% 26.6%

The stock-based compensation expense under all equity plans and its classification in the unaudited consolidated statements of operations for the three
months ended September 30, 2019 and 2018 are as follows:

Three Months Ended
September 30,
2019 2018
(Dollars in Thousands)
Recorded as expenses:
Cost of maintenance $ 398 $ 146
Cost of services and other 543 319
Selling and marketing 1,547 1,331
Research and development 2,102 2,295
General and administrative 4,685 4,774
Total stock-based compensation $ 9,275 $ 8,865

A summary of stock option and restricted stock unit ("RSU") activity under all equity plans for the three months ended September 30, 2019 is as follows:

Stock Options Restricted Stock Units
‘Weighted
Average
Weighted Remaining Weighted
Average Contractual Aggregate Average
Exercise Term Intrinsic Value Grant Date
Shares Price (Years) (in 000’s) Shares Fair Value
Outstanding at June 30, 2019 1,304,017 $ 60.33 6.94 $ 83,388 793,718 $ 98.38

Granted 292,790 133.15 247,823 133.15

Settled (RSUs) — (85,033) 90.72

Exercised (17,783) 52.58 —

Cancelled / Forfeited (4,836) 73.94 (63,619) 91.58
Outstanding at September 30, 2019 1,574,188  $ 73.92 711 $ 80,332 892,889 §$ 108.12
Vested and exercisable at September 30, 2019 907,522 $ 52.41 579 $ 64,385 —

Vested and expected to vest as of
September 30, 2019 1,460,388  $ 73.73 728 $ 74,736 842,490 $ 108.31
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The weighted average grant-date fair value of RSUs granted was $133.15 and $115.17 during the three months ended September 30, 2019 and 2018,
respectively. The total fair value of shares vested from RSU grants was $10.5 million and $9.9 million during the three months ended September 30, 2019 and
2018, respectively.

At September 30, 2019, the total future unrecognized compensation cost related to stock options was $16.1 million and is expected to be recorded over a
weighted average period of 3.1 years. At September 30, 2019, the total future unrecognized compensation cost related to RSUs was $53.3 million and is
expected to be recorded over a weighted average period of 3.1 years.

The total intrinsic value of options exercised was $1.3 million and $6.1 million during the three months ended September 30, 2019 and 2018,
respectively. We received cash proceeds from option exercises of $1.0 million and $4.1 million during the three months ended September 30, 2019 and 2018,
respectively. We withheld withholding taxes on vested RSUs of $3.4 million and $3.3 million during the three months ended September 30, 2019 and 2018,
respectively.

At September 30, 2019, common stock reserved for future issuance or settlement under equity compensation plans was 9.6 million shares.
Performance Awards

Beginning in fiscal 2019, we granted performance-based long-term incentive awards (“performance awards”) to certain of our executives, including our
named executive officers. The performance period for each performance award is either of the following two-year periods: (i) fiscal year 2019 - fiscal year
2020, or (ii) fiscal year 2020 - fiscal year 2021. Participants receive RSUs on the grant date associated with achievement of all performance targets. The
performance targets for the performance awards are based on meeting double digit growth in annual spend, defined as an estimate of the annualized value of
our portfolio of term license arrangements, as of a specific date, and the performance goals set out in the executive bonus plan for each fiscal year, such as
free cash flow. If the performance targets are met during one of the two performance periods and the participant remains actively employed by us, the RSUs
convert to time-based vesting wherein fifty percent of the awards immediately vest, and the remaining fifty percent are subject to additional service vesting
over a three-year period. In general, if the performance targets are not met, or if the participant is no longer actively employed by us prior to the performance
targets being met, the participant forfeits all of the RSUs.

We record compensation expense for the performance awards based on the fair value of the awards, in an amount proportionate to the service time
rendered by the participant, when it is probable that the achievement of the goals will be met. The total fair value of the performance awards was estimated
using the closing price on the date of grant as well as the estimated probable achievement levels of the performance metrics. If the performance-based
conditions are not met, no compensation cost is recognized and any recognized compensation cost is reversed.

As of September 30, 2019, we have granted 403,770 RSUs in connection with the performance awards. As of September 30, 2019, all of the RSUs
issued in connection with the performance awards are unvested and outstanding. No compensation expense was recognized during the three months ended
September 30, 2019 and 2018.

On August 2, 2019, 60,680 RSUs in connection with the performance awards were forfeited associated with the departure of an executive.
Employee Stock Purchase Plan

On July 26, 2018, our Board of Directors approved the Aspen Technology, Inc. 2018 Employee Stock Purchase Plan (the "ESPP"), which provides for
the issuance of up to 250,000 shares of common stock to participating employees. The ESPP is intended to be a qualified employee stock purchase plan under
Section 423 of the Internal Revenue Code of 1986, or the IRC. The ESPP was approved at our Annual Meeting of Stockholders on December 7, 2018. The
ESPP currently provides for a purchase price equal to 85% of the lower of (a) the fair market value of the common stock on the first trading day of each ESPP
offering period and (b) the fair market value of the common stock on the last day of the offering period. Our initial offering period was January 1, 2019
through June 30, 2019, and our current offering period is July 1, 2019 through December 31, 2019.

During the three months ended September 30, 2019, we recorded stock-based compensation expense of approximately $0.1 million associated with the
ESPP. As of September 30, 2019, there were 236,961 shares of common stock available for issuance under the ESPP.
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14. Stockholders’ Equity
Stock Repurchases

On January 22, 2015, our Board of Directors approved a share repurchase program (the "Share Repurchase Program") for up to $450.0 million worth of
our common stock. The Share Repurchase Program was announced on January 28, 2015, and expires at the end of each fiscal year unless extended. On April
26, 2016, June 8, 2017, April 18, 2018, December 6, 2018, and April 17, 2019, the Board of Directors approved a $400.0 million, $200.0 million, $200.0
million, $100.0 million, and $200.0 million increase in the Share Repurchase Program, respectively. The timing and amount of any shares repurchased are
based on market conditions and other factors. All shares of our common stock repurchased have been recorded as treasury stock under the cost method.

During the three months ended September 30, 2019, we repurchased 382,279 shares of our common stock in the open market for $50.0 million. As of
September 30, 2019, the total remaining value under the Share Repurchase Program was approximately $296.3 million.

Accumulated Other Comprehensive Income

As of September 30, 2019 and June 30, 2019, accumulated other comprehensive income was comprised of foreign currency translation adjustments of
$1.8 million and $(0.3) million, respectively.

15. Net Income Per Share

Basic income per share is determined by dividing net income by the weighted average common shares outstanding during the period. Diluted income per
share is determined by dividing net income by diluted weighted average shares outstanding during the period. Diluted weighted average shares reflect the
dilutive effect, if any, of potential common shares. To the extent their effect is dilutive, employee equity awards and other commitments to be settled in
common stock are included in the calculation of diluted net income per share based on the treasury stock method.

The calculations of basic and diluted net income per share and basic and dilutive weighted average shares outstanding for the three months ended
September 30, 2019 and 2018 are as follows:

Three Months Ended
September 30,
2019 2018
(Dollars and Shares in Thousands, Except per Share Data)
Net income $ 46,284 $ 38,066
Weighted average shares outstanding 68,441 70,988
Dilutive impact from:
Employee equity awards
876 1,027
Dilutive weighted average shares outstanding 69,317 72,015
Income per share
Basic $ 0.68 $ 0.54
Dilutive $ 067 $ 0.53

For the three months ended September 30, 2019 and 2018, certain employee equity awards were anti-dilutive based on the treasury stock method. The
following employee equity awards were excluded from the calculation of dilutive weighted average shares outstanding because their effect would be anti-
dilutive as of September 30, 2019 and 2018:
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Three Months Ended
September 30,

2019 2018

(Shares in Thousands)

Employee equity awards 689 850

Included in the table above are options to purchase 292,503 shares of our common stock during the three months ended September 30, 2019, which were
not included in the computation of dilutive weighted average shares outstanding, because their exercise prices ranged from $132.63 per share to $137.99 per
share and were greater than the average market price of our common stock during the period then ended. These options were outstanding as of September 30,
2019 and expire at various dates through September 2, 2029.

16. Income Taxes

The effective tax rate for the periods presented is primarily the result of income earned in the U.S. taxed at U.S. federal and state statutory income tax
rates, income earned in foreign tax jurisdictions taxed at the applicable rates, as well as the impact of permanent differences between book and tax income,
primarily the Foreign Derived Intangible Income (“FDII”) deduction. Assuming certain requirements are met, the FDII deduction is a benefit for U.S.
companies that sell their products or services to customers outside the U.S.

Our effective tax rate increased to 13.3% during the three months ended September 30, 2019 compared to 10.2% for the corresponding period of the prior
fiscal year due to the increase in estimated annual effective tax rate offset by the tax benefit from the release of uncertain tax position due to the completion of
the IRS audit.

During the three months ended September 30, 2019, our income tax expense was driven primarily by pre-tax profitability in our domestic and foreign
operations and the impact of permanent items. The permanent items are predominantly the FDII deduction and tax credits for research expenditures.

Deferred income taxes are recognized based on temporary differences between the financial statement and tax bases of assets and liabilities. Deferred tax
assets and liabilities are measured using the statutory tax rates and laws expected to apply to taxable income in the years in which the temporary differences
are expected to reverse. Valuation allowances are provided against net deferred tax assets if, based upon the available evidence, it is more likely than not that
some or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income and the timing of the temporary differences becoming deductible. Management considers, among other available information, scheduled reversals of
deferred tax liabilities, projected future taxable income, limitations of availability of net operating loss carryforwards, and other matters in making this
assessment.

17. Commitments and Contingencies

Standby letters of credit for $2.2 million and $3.9 million secured our performance on professional services contracts, certain facility leases and potential
liabilities as of September 30, 2019 and June 30, 2019, respectively. The letters of credit expire at various dates through fiscal 2025.

18. Segment Information

Operating segments are defined as components of an enterprise that engage in business activities for which discrete financial information is available and
regularly reviewed by the chief operating decision maker in deciding how to allocate resources and to assess performance. Our chief operating decision maker
is our President and Chief Executive Officer.

The subscription and software segment is engaged in the licensing of process optimization and asset performance management software solutions and
associated support services, and includes our license and maintenance revenue. The services and other segment includes professional services and training,
and includes our services and other revenue. We do not track assets or capital expenditures by operating segments. Consequently, it is not practical to present
assets, capital expenditures, depreciation or amortization by operating segments.
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The following table presents a summary of our reportable segments’ profits:

Subscription and Software Services and Other Total
(Dollars in Thousands)
Three Months Ended September 30, 2019
Segment revenue $ 124,745  $ 9,346 $ 134,091
Segment expenses (1) (58,322) (8,581) (66,903)
Segment profit $ 66,423 $ 765 $ 67,188
Three Months Ended September 30, 2018
Segment revenue $ 106,794 $ 7375 $ 114,169
Segment expenses (1) (53,526) (7,569) (61,095)
Segment profit (loss) $ 53,268 $ 194) $ 53,074

(1) Ourreportable segments’ operating expenses include expenses directly attributable to the segments. Segment expenses include selling and

marketing and research and development expenses. Segment expenses do not include allocations of general and administrative expense; interest income, net;
and other (expense), net.

Reconciliation to Income before Income Taxes

The following table presents a reconciliation of total segment profit to income before income taxes for the three months ended September 30, 2019 and
2018:

Three Months Ended
September 30,

2019 2018

(Dollars in Thousands)

Total segment profit for reportable segments $ 67,188 $ 53,074
General and administrative expense (19,884) (16,084)
Interest income, net 4,976 5,255
Other income, net 1,132 128
Income before income taxes $ 53,412 $ 42,373
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion in conjunction with our unaudited consolidated financial statements and related notes thereto contained in this
report. In addition to historical information, this discussion contains forward-looking statements that involve risks and uncertainties. You should read “Item
1A. Risk Factors” of Part II for a discussion of important factors that could cause our actual results to differ materially from our expectations.

Our fiscal year ends on June 30, and references in this Quarterly Report to a specific fiscal year are to the twelve months ended June 30" of such year
(for example, “fiscal 2020” refers to the year ending on June 30, 2020).

Business Overview

We are a leading global supplier of asset optimization solutions that optimize asset design, operations and maintenance in complex, industrial
environments. We combine decades of process modeling and operations expertise with big data machine-learning and analytics. Our purpose-built software
solutions improve the competitiveness and profitability of our customers by increasing throughput, energy efficiency, and production, reducing unplanned
downtime, enhancing capital efficiency, and decreasing working capital requirements over the entire asset lifecycle to support operational excellence.

Our software incorporates our proprietary mathematical and empirical models of manufacturing and planning processes and reflects the deep domain
expertise we have amassed from focusing on solutions for the process and other capital-intensive industries for over 35 years. We have developed our
applications to design and optimize processes across three principal business areas: engineering, manufacturing and supply chain, and asset performance
management. We are a recognized market and technology leader in providing process optimization and asset performance management software solutions for
each of these business areas.

We have established sustainable competitive advantages based on the following strengths:
+ Innovative products that can enhance our customers' profitability and productivity;

+ Long-term customer relationships;

+ Large installed base of users of our software; and

* Long-term license contracts.

We have approximately 2,300 customers globally. Our customers consist of companies engaged in the process and other capital-intensive industries
such as energy, chemicals, engineering and construction, as well as pharmaceuticals, transportation, power, metals and mining, pulp and paper, and consumer
packaged goods.

Business Segments

We have two operating and reportable segments, which are consistent with our reporting units: i) subscription and software and ii) services and other.
The subscription and software segment is engaged in the licensing of process optimization and asset performance management software solutions and
associated support services, and includes our license and maintenance revenue. The services and other segment includes professional services and training,
and includes our services and other revenue.

Key Components of Operations

Revenue
We generate revenue primarily from the following sources:

License Revenue. We sell our software products to end users, primarily under fixed-term licenses, through a subscription offering which we refer to as
our aspenONE licensing model. The aspenONE licensing model includes software maintenance and support, known as our Premier Plus SMS offering, for
the entire term. Our aspenONE products are organized into three suites: 1) engineering; 2) manufacturing and supply chain; and 3) asset performance
management. The aspenONE licensing model provides customers with access to all of the products within the aspenONE suite(s) they license. Customers can
change or alternate the use of multiple products in a licensed suite through the use of exchangeable units of measurement, called tokens, licensed in quantities
determined by the customer. This licensing system enables customers to use products as needed and to experiment with different products to best solve
whatever critical business challenges they face. Customers can increase their usage of our software by purchasing additional tokens as business needs evolve.
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We also license our software through point product arrangements with our Premier Plus SMS offering included for the contract term.

Maintenance Revenue. We provide customers technical support, access to software fixes and updates and the right to any new unspecified future
software products and updates that may be introduced into the licensed aspenONE software suite. Our technical support services are provided from our
customer support centers throughout the world, as well as via email and through our support website.

Services and Other Revenue. We provide training and professional services to our customers. Our professional services are focused on implementing our
technology in order to improve customers' plant performance and gain better operational data. Customers who use our professional services typically engage
us to provide those services over periods of up to 24 months. We charge customers for professional services on a time-and-materials or fixed-price basis. We
provide training services to our customers, including on-site, Internet-based and customized training.

Cost of Revenue

Cost of License. Our cost of license revenue consists of (i) royalties, (ii) amortization of capitalized software and intangibles, and (iii) distribution fees.

Cost of Maintenance. Our cost of maintenance revenue consists primarily of personnel-related costs of providing Premier Plus SMS bundled with our
aspenONE licensing and point product arrangements.

Cost of Services and Other. Our cost of services and other revenue consists primarily of personnel-related and external consultant costs associated with
providing customers professional services and training.

Operating Expenses

Selling and Marketing Expenses. Selling expenses consist primarily of the personnel and travel expenses related to the effort expended to license our
products and services to current and potential customers, as well as for overall management of customer relationships. Marketing expenses include expenses
needed to promote our company and our products and to conduct market research to help us better understand our customers and their business needs.

Research and Development Expenses. Research and development expenses consist primarily of personnel expenses related to the creation of new
software products, enhancements and engineering changes to existing products.

General and Administrative Expenses. General and administrative expenses include the costs of corporate and support functions, such as executive
leadership and administration groups, finance, legal, human resources and corporate communications, and other costs, such as outside professional and
consultant fees and provision for bad debts.

Other Income and Expenses

Interest Income. Interest income is recorded for financing components under Accounting Standards Update (ASU) No. 2014-09, Revenue from
Contracts with Customers ("Topic 606"). When a contract includes a significant financing component, we generally receive the majority of the customer
consideration after the recognition of a substantial portion of the arrangement fee as license revenue. As a result, we decrease the amount of revenue
recognized and increase interest income by a corresponding amount. Interest income also includes the accretion of interest on investments in short-term
money market instruments.

Interest (Expense). Interest (expense) is primarily related to our Credit Agreement.

Other Income (Expense), Net. Other income (expense), net is comprised primarily of foreign currency exchange gains (losses) generated from the
settlement and remeasurement of transactions denominated in currencies other than the functional currency of our operating units.

Provision for (Benefit From) Income Taxes. Provision for (benefit from) income taxes is comprised of domestic and foreign taxes. We record interest
and penalties related to income tax matters as a component of income tax expense. Our effective income tax rate may fluctuate between fiscal years and from
quarter to quarter due to items arising from discrete events, such as tax benefits from the disposition of employee equity awards, settlements of tax audits and
assessments and tax law changes. Our effective income tax rate is also impacted by, and may fluctuate in any given period because of, the composition of
income in foreign jurisdictions where tax rates differ.
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Key Business Metrics

Background

We utilize key business measures to track and assess the performance of our business. We have identified the following set of appropriate business
metrics in the context of our evolving business:

*  Annual spend
»  Total contract value
*  Bookings
We also use the following non-GAAP business metrics in addition to GAAP measures to track our business performance:
»  Free cash flow
*  Non-GAAP operating income

We make these measures available to investors and none of these metrics should be considered as an alternative to any measure of financial performance
calculated in accordance with GAAP.

Annual Spend

Annual spend is an estimate of the annualized value of our portfolio of term license arrangements, as of a specific date. Management believes that this
measure is a useful metric to investors as it provides insight into the growth component of license bookings during a fiscal period. Annual spend is calculated
by summing the most recent annual invoice value of each of our active term license contracts. Annual spend also includes the annualized value of standalone
SMS agreements purchased in conjunction with term license agreements. Comparing annual spend for different dates can provide insight into the growth and
retention rates of our business, and since annual spend represents the estimated annualized billings associated with our active term license agreements, it
provides insight into the future value of subscription and software revenue.

Annual spend increases as a result of new term license agreements with new or existing customers, renewals or modifications of existing term license
agreements that result in higher license fees due to price escalation or an increase in the number of tokens (units of software usage) or products licensed, and

escalation of annual payments in our active term license contracts.

Annual spend is adversely affected by term license and standalone SMS agreements that are renewed at a lower entitlement level or not renewed and, to a
lesser extent, by customer contracts that are terminated during the contract term due to the customer’s business ceasing operations.

We estimate that annual spend grew by approximately 1.3% during the first quarter of fiscal 2020, from $541.0 million at June 30, 2019 to $548.1 million
at September 30, 2019.

Total Contract Value

Total Contract Value ("TCV") is the aggregate value of all payments received or to be received under all active term license agreements, including
maintenance and escalation. TCV was $2.6 billion as of June 30, 2019. TCV is an annual metric and will be included in our Annual Report on Form 10-K for
the fiscal year ended June 30, 2020.

Bookings

Bookings is the total value of customer term license contracts signed in the current period, less the value of such contracts signed in the current period
where the initial licenses are not yet deemed delivered, plus term license contracts signed in a previous period for which the initial licenses are deemed

delivered in the current period

Bookings increased from $96.1 million during the three months ended September 30, 2018 to $135.0 million during the three months ended
September 30, 2019.
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Free Cash Flow

We use a non-GAAP measure of free cash flow to analyze cash flows generated from our operations. Management believes that this financial measure is
useful to investors because it permits investors to view our performance using the same tools that management uses to gauge progress in achieving our goals.
We believe this measure is also useful to investors because it is an indication of cash flow that may be available to fund investments in future growth
initiatives or to repay borrowings under the Credit Agreement, and it is a basis for comparing our performance with that of our competitors. The presentation
of free cash flow is not meant to be considered in isolation or as an alternative to cash flows from operating activities as a measure of liquidity.

Free cash flow is calculated as net cash provided by operating activities adjusted for the net impact of (a) purchases of property, equipment and

leasehold improvements, (b) capitalized computer software development costs, and (c) other nonrecurring items, such as acquisition related (receipts)
payments, net.

The following table provides a reconciliation of GAAP cash flow from operating activities to free cash flow for the indicated periods:

Three Months Ended
September 30,
2019 2018

(Dollars in Thousands)
Net cash provided by operating activities $ 15,260 $ 5,570
Purchases of property, equipment, and leasehold improvements (600) (96)
Capitalized computer software development costs 9) (90)
Acquisition related (receipts) payments, net (353) 12
Free cash flows (non-GAAP) $ 14298 % 5,396

Total free cash flow on a non-GAAP basis increased by $8.9 million during the three months ended September 30, 2019 as compared to the same period
of the prior fiscal year primarily due to changes in working capital. Acquisition related (receipts) payments, net for the three months ended September 30,
2019 includes the post-acquisition receipt of a $0.7 million cash tax credit which is contractually obligated to be refunded to the sellers of Mnubo, Inc., a
company we acquired during the first quarter of fiscal 2020. See additional commentary in the "Liquidity and Capital Resources" section below.

Non-GAAP Operating Income
Non-GAAP operating income excludes certain non-cash and non-recurring expenses, and is used as a supplement to operating income presented on a
GAAP basis. We believe that non-GAAP operating income is a useful financial measure because removing certain non-cash and other items provides

additional insight into recurring profitability and cash flow from operations.

The following table presents our net income, as adjusted for stock-based compensation expense, amortization of intangibles, and other items, such as the
impact of acquisition related fees, for the indicated periods:

Increase / (Decrease)

Three Months Ended Change
September 30,
2019 2018 $ %
(Dollars in Thousands)

GAAP income from operations $ 47,304 $ 36,990 $ 10,314 27.9%
Plus:

Stock-based compensation 9,275 8,865 410 4.6%
Amortization of intangibles 1,195 1,067 128 12.0%
Acquisition related fees 118 7 125 1,785.7%
Non-GAAP income from operations $ 57,892 $ 46915 $ 10,977 23.4%
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Critical Accounting Estimates and Judgments

Note 2, "Significant Accounting Policies," to the audited consolidated financial statements in our Annual Report on Form 10-K for the fiscal year ended
June 30, 2019 describes the significant accounting policies and methods used in the preparation of the consolidated financial statements appearing in this
report. The accounting policies that reflect our critical estimates, judgments and assumptions in the preparation of our consolidated financial statements are
described in "Management’s Discussion and Analysis of Financial Condition and Results of Operations" in Item 7 of our Annual Report on Form 10-K for the

fiscal year ended June 30, 2019, and include the following:

. Revenue recognition

See Note 3, "Revenue from Contracts with Customers," to our Unaudited Consolidated Financial Statements in Part 1, Item 1 of this Form 10-Q for

more information on our accounting policies related to revenue recognition.

Results of Operations

Comparison of the Three Months Ended September 30, 2019 and 2018

The following table sets forth the results of operations and the period-over-period percentage change in certain financial data for the three months ended

September 30, 2019 and 2018:

Revenue:
License
Maintenance
Services and other
Total revenue
Cost of revenue:
License
Maintenance
Services and other
Total cost of revenue
Gross profit
Operating expenses:
Selling and marketing
Research and development
General and administrative
Total operating expenses
Income from operations
Interest income
Interest (expense)
Other income, net
Income before income taxes
Provision for income taxes
Net income

Increase /
Three Months Ended (Decrease)
September 30, Change
2019 2018 %
(Dollars in Thousands)

$ 81,171 $ 63,755 27.3 %
43,574 43,039 1.2%
9,346 7,375 26.7 %
134,091 114,169 17.4 %
1,660 1,665 (0.3)%
4,977 3,993 24.6 %
8,581 7,569 13.4 %
15,218 13,227 15.1 %
118,873 100,942 17.8 %
29,192 26,812 8.9 %
22,493 21,056 6.8 %
19,884 16,084 23.6 %
71,569 63,952 11.9 %
47,304 36,990 27.9 %
7,976 7,069 12.8 %
(3,000) (1,814) 65.4 %
1,132 128 784.4 %
53,412 42,373 26.1 %
7,128 4,307 65.5 %
$ 46,284 $ 38,066 21.6 %
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The following table sets forth the results of operations as a percentage of total revenue for certain financial data for the three months ended September 30,
2019 and 2018:

Three Months Ended
September 30,
2019 2018
(% of Revenue)
Revenue:
License 60.5 % 55.8 %
Maintenance 32.5 37.7
Services and other 7.0 6.5
Total revenue 100.0 100.0
Cost of revenue:
License 1.2 1.5
Maintenance 3.7 3.5
Services and other 6.4 6.6
Total cost of revenue 11.3 11.6
Gross profit 88.7 88.4
Operating expenses:
Selling and marketing 21.8 23.5
Research and development 16.8 18.4
General and administrative 14.8 14.1
Total operating expenses 53.4 56.0
Income from operations 35.3 324
Interest income 5.9 6.2
Interest (expense) 2.2) (1.6)
Other income, net 0.8 0.1
Income before income taxes 39.8 37.1
Provision for income taxes 5.3 3.8
Net income 34.5 % 33.3 %
Revenue

Total revenue increased by $19.9 million during the three months ended September 30, 2019 as compared to the corresponding period of the prior fiscal
year. The increase of $19.9 million during the three months ended September 30, 2019 was comprised of an increase in license revenue of $17.4 million, an
increase in maintenance revenue of $0.5 million, and an increase in services and other revenue of $2.0 million, as compared to the corresponding period of the
prior fiscal year.

License Revenue

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
License revenue $ 81,171 $ 63,755 $ 17,416 27.3%
As a percent of total revenue 60.5% 55.8%

The period-over-period increase of $17.4 million in license revenue during the three months ended September 30, 2019 was primarily attributable to an
increase in bookings and the timing of renewals compared to the three months ended September 30, 2018.
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Maintenance Revenue

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Maintenance revenue $ 43,574 $ 43,039 $ 535 1.2%
32.5% 37.7%

As a percent of total revenue

The period-over-period increase of $0.5 million in maintenance revenue during the three months ended September 30, 2019 was primarily due to growth
of our base of arrangements, which include maintenance, being recognized on a ratable basis.

We expect maintenance revenue to increase as a result of: (i) having a larger base of arrangements recognized on a ratable basis; (ii) increased customer
usage of our software; (iii) adding new customers; and (iv) escalating annual payments.

Services and Other Revenue

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Services and other revenue $ 9,346 $ 7,375 $ 1,971 26.7%
7.0% 6.5%

As a percent of total revenue

We recognize professional services revenue for our time-and-materials ("T&M") contracts based upon hours worked and contractually agreed-upon
hourly rates. Revenue from fixed-price engagements is recognized using the proportional performance method based on the ratio of costs incurred to the total

estimated project costs.

Services and other revenue increased $2.0 million during the three months ended September 30, 2019 as compared to the corresponding period of the
prior fiscal year primarily due to the timing of professional services engagements.

Cost of Revenue
Cost of License Revenue

Three Months Ended Increase / (Decrease)

September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Cost of license revenue $ 1,660 $ 1,665 $ 5) (0.3)%
2.0% 2.6%

As a percent of license revenue

Cost of license revenue remained consistent at $1.7 million for the three months ended September 30, 2019 and 2018, respectively.

License gross profit margin remained consistent at 98.0% for the three months ended September 30, 2019 and 97.4% for the three months ended
September 30, 2018, respectively, due to the low cost of license revenue.
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Cost of Maintenance Revenue

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Cost of maintenance revenue $ 4,977 $ 3,993 $ 984 24.6%
11.4% 9.3%

As a percent of maintenance revenue

Cost of maintenance revenue increased $1.0 million for the three months ended September 30, 2019 as compared to the corresponding period of the prior

fiscal year primarily due to higher headcount related costs.

Maintenance gross profit margin was 88.6% for the three months ended September 30, 2019 and 90.7% for the three months ended September 30, 2018,

respectively.

Cost of Services and Other Revenue

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Cost of services and other revenue $ 8,581 $ 7,569 $ 1,012 13.4%
As a percent of services and other revenue 91.8% 102.6%

Cost of services and other revenue increased $1.0 million for the three months ended September 30, 2019 as compared to the corresponding period of the
prior fiscal year primarily due to higher cost of professional services revenue.

Gross profit margin on services and other revenue was 8.2% for the three months ended September 30, 2019 and (2.6)% for the three months ended
September 30, 2018, respectively.

The timing of revenue and expense recognition on professional service arrangements can impact the comparability of cost and gross profit margin of
professional services revenue from year to year. For example, revenue from fixed-price engagements is recognized using the proportional performance

method based on the ratio of costs incurred to the total estimated project costs.

Gross Profit
Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Gross profit $ 118,873 $ 100,942 $ 17,931 17.8%

As a percent of revenue 88.7% 88.4%

For further discussion of subscription and software gross profit and services and other gross profit, please refer to the “Cost of License Revenue," "Cost
of Maintenance Revenue," and “Cost of Services and Other Revenue” sections above.

Gross profit increased $17.9 million for the three months ended September 30, 2019 as compared to the corresponding period of the prior fiscal year.

Gross profit margin of 88.7% during the three months ended September 30, 2019 was consistent with the corresponding period of the prior fiscal year.
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Operating Expenses

Selling and Marketing Expense

Increase / (Decrease)

Three Months Ended
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Selling and marketing expense $ 29,192 $ 26,812 $ 2,380 8.9%
21.8% 23.5%

As a percent of total revenue

The period-over-period increase of $2.4 million in selling and marketing expense during the three months ended September 30, 2019 was primarily
attributable to higher compensation costs of $2.1 million related to an increase in headcount and higher commissions of $0.3 million.

Research and Development Expense

Increase / (Decrease)

Three Months Ended
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Research and development expense $ 22,493 $ 21,056 $ 1,437 6.8%
16.8% 18.4%

As a percent of total revenue

The period-over-period increase of $1.4 million in research and development expense during the three months ended September 30, 2019 was primarily
attributable to higher compensation costs of $1.5 million related to an increase in headcount, partially offset by lower stock-based compensation of $0.2

million.

General and Administrative Expense

Increase / (Decrease)

Three Months Ended
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
General and administrative expense $ 19,884 $ 16,084 $ 3,800 23.6%
14.8% 14.1%

As a percent of total revenue

The period-over-period increase of $3.8 million in general and administrative expense during the three months ended September 30, 2019 was primarily
attributable to higher bad debt expense of $1.0 million, higher professional fees of $0.9 million related to acquisitions and our assessment and adoption of

Topic 606, and higher compensation costs of $0.6 million.
Non-Operating Income (Expense)
Interest Income

Three Months Ended Increase / (Decrease)

September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Interest income $ 7,976 $ 7,069 $ 907 12.8%
5.9% 6.2%

As a percent of total revenue
The period-over-period increase of $0.9 million in interest income during the three months ended September 30, 2019 was attributable to contracts that

include a significant financing component under Topic 606.
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We expect interest income to continue to increase as a result of: (i) increased customer usage of our software; (ii) adding new customers; and

(iii) escalating annual payments.

Interest (Expense)

Three Months Ended (Increase) / Decrease
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Interest (expense) $ (3,000) $ (1,814) $ (1,186) 65.4%
2.2)% (1.6)%

As a percent of total revenue

The period-over-period increase of $(1.2) million in interest (expense) during the three months ended September 30, 2019 was primarily due to interest
expenses related to an increase in borrowings under our Credit Agreement.

Other Income, Net

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Other income, net $ 1,132 $ 128 $ 1,004 784.4%
0.8% 0.1%

As a percent of total revenue

Other income, net is comprised primarily of unrealized and realized foreign currency exchange gains and losses generated from the settlement and
remeasurement of transactions denominated in currencies other than the functional currency of our operating units. Other income, net also includes

miscellaneous non-operating gains and losses.
During the three months ended September 30, 2019 and 2018, other income, net was comprised of $1.1 million and $0.1 million of currency gains,

respectively.

Provision for Income Taxes

Three Months Ended Increase / (Decrease)
September 30, Change
2019 2018 $ %
(Dollars in Thousands)
Provision for income taxes $ 7,128 $ 4,307 $ 2,821 65.5%
13.3% 10.2%

Effective tax rate

The effective tax rate for the periods presented is primarily the result of income earned in the U.S. taxed at U.S. federal and state statutory income tax
rates, income earned in foreign tax jurisdictions taxed at the applicable rates, as well as the impact of permanent differences between book and tax income,
primarily the Foreign Derived Intangible Income (“FDII”) deduction. Assuming certain requirements are met, the FDII deduction is a benefit for U.S.

companies that sell their products or services to customers outside the U.S.

Our effective tax rate increased to 13.3% during the three months ended September 30, 2019 compared to 10.2% for the corresponding period of the prior
fiscal year due to the increase in estimated annual effective tax rate offset by the tax benefit from the release of uncertain tax position due to the completion of

the IRS audit.

During the three months ended September 30, 2019, our income tax expense was driven primarily by pre-tax profitability in our domestic and foreign
operations and the impact of permanent items. The permanent items are predominantly the FDII deduction and tax credits for research expenditures.
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Liquidity and Capital Resources
Resources

In recent years, we have financed our operations with cash generated from operating activities. As of September 30, 2019, our principal capital resources
consisted of $57.9 million in cash and cash equivalents.

We believe our existing cash and cash equivalents, together with our cash flows from operating activities, will be sufficient to meet our anticipated cash
needs for at least the next twelve months. We may need to raise additional funds if we decide to make one or more acquisitions of businesses, technologies or
products. If additional funding for such purposes is required beyond existing resources and our Credit Agreement described below, we may not be able to
effect a receivable, equity or debt financing on terms acceptable to us or at all.

Credit Agreement

On February 26, 2016, we entered into a $250.0 million Credit Agreement (the “Credit Agreement”) with JPMorgan Chase Bank, N.A., as administrative
agent, Silicon Valley Bank, as syndication agent, and the lenders and other parties named therein (the “Lenders”). On August 9, 2017, we entered into an
Amendment to increase the Credit Agreement to $350.0 million. The indebtedness evidenced by the Credit Agreement matures on February 26, 2021. Prior to
the maturity of the Credit Agreement, any amounts borrowed may be repaid and, subject to the terms and conditions of the Credit Agreement, borrowed again
in whole or in part without penalty. We had $320.0 million and $220.0 million in outstanding borrowings under the Credit Agreement as of September 30,
2019 and June 30, 2019, respectively.

For a more detailed description of the Credit Agreement, see Note 12, "Credit Agreement," to our Unaudited Consolidated Financial Statements in Part 1,
Item 1 of this Form 10-Q.

Cash Equivalents and Cash Flows

Our cash equivalents of $1.0 million consisted of money market funds as of September 30, 2019. The objective of our investment policy is to manage our
cash and investments to preserve principal and maintain liquidity.

The following table summarizes our cash flow activities for the periods indicated:

Three Months Ended
September 30,

2019 2018
(Dollars in Thousands)

Cash flow provided by (used in):

Operating activities $ 15260 $ 5,570
Investing activities (74,828) (186)
Financing activities 47,004 (49,102)
Effect of exchange rates on cash balances (729) (399)
Decrease in cash, cash equivalents, and restricted cash $ (13,293) $ (44,117)

Operating Activities
Our primary source of cash is from the annual installments associated with our software license arrangements and related software support services, and
to a lesser extent from professional services and training. We believe that cash inflows from our term license business will grow as we benefit from the

continued growth of our portfolio of term license contracts.

Cash from operating activities provided $15.3 million during the three months ended September 30, 2019. This amount resulted from net income of $46.3
million, adjusted for non-cash items of $14.8 million and net uses of cash of $(45.9) million related to changes in working capital.

Non-cash items during the three months ended September 30, 2019 consisted primarily of right-of-use asset amortization of $1.9 million, stock-based
compensation expense of $9.3 million, and depreciation and amortization expense of $2.0 million.
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Cash used by working capital of $(45.9) million during the three months ended September 30, 2019 was primarily attributable to cash used by decreases
in accounts payable, accrued expenses and other current liabilities of $12.7 million, decreases in lease liabilities of $1.9 million, decreases in deferred revenue
of $1.4 million, increases in prepaid expenses, prepaid income taxes, and other assets of $2.1 million, increases in contract assets of $25.4 million, increases
in accounts receivable of $1.9 million, and increases in contract costs of $0.3 million.

Investing Activities

During the three months ended September 30, 2019, we used $74.8 million of cash for investing activities. We used $74.2 million for business
acquisitions and $0.6 million for capital expenditures.

Financing Activities

Cash from financing activities provided $47.0 million of cash during the three months ended September 30, 2019. This amount resulted from $100.0
million of proceeds from our Credit Agreement and $1.0 million from the exercise of employee stock options, partially offset by $50.8 million of cash used
for repurchases of our common stock and $3.2 million of cash used for withholding taxes on vested and settled restricted stock units.

Contractual Obligations

Standby letters of credit for $2.2 million and $3.9 million secured our performance on professional services contracts, certain facility leases and potential
liabilities as of September 30, 2019 and June 30, 2019, respectively. The letters of credit expire at various dates through fiscal 2025.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

In the ordinary course of conducting business, we are exposed to certain risks associated with potential changes in market conditions. These market risks
include changes in currency exchange rates and interest rates which could affect operating results, financial position and cash flows. We manage our exposure
to these market risks through our regular operating and financing activities and, if considered appropriate, we may enter into derivative financial instruments
such as forward currency exchange contracts.

Foreign Currency Risk

During the three months ended September 30, 2019 and 2018, 5.4% and 6.1% of our total revenue was denominated in a currency other than the U.S.
dollar, respectively. In addition, certain of our operating costs incurred outside the United States are denominated in currencies other than the U.S. dollar. We
conduct business on a worldwide basis and as a result, a portion of our revenue, earnings, net assets, and net investments in foreign affiliates is exposed to
changes in foreign currency exchange rates. We measure our net exposure for cash balance positions and for cash inflows and outflows in order to evaluate
the need to mitigate our foreign exchange risk. We may enter into foreign currency forward contracts to minimize the impact related to unfavorable exchange
rate movements, although we have not done so during the three months ended September 30, 2019 and 2018. Our largest exposures to foreign currency
exchange rates exist primarily with the Euro, Pound Sterling, Canadian Dollar, and Japanese Yen.

During the three months ended September 30, 2019 and 2018, we recorded $1.1 million and $0.1 million of net foreign currency exchange gains,
respectively, related to the settlement and remeasurement of transactions denominated in currencies other than the functional currency of our operating units.
Our analysis of operating results transacted in various foreign currencies indicated that a hypothetical 10% change in the foreign currency exchange rates
could have increased or decreased the consolidated results of operations by approximately $0.5 million and $1.1 million for the three months ended
September 30, 2019 and 2018, respectively.

Interest Rate Risk

We place our investments in money market instruments. Our analysis of our investment portfolio and interest rates at September 30, 2019 indicated that a
hypothetical 100 basis point increase or decrease in interest rates would not have a material impact on the fair value of our investment portfolio determined in
accordance with an income-based approach utilizing portfolio future cash flows discounted at the appropriate rates.

We had $320.0 million in outstanding borrowings under our Credit Agreement as of September 30, 2019. A hypothetical 10% increase or decrease in

interest rates paid on outstanding borrowings under the Credit Agreement would not have a material impact on our financial position, results of operations or
cash flows.
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Item 4. Controls and Procedures.
a) Disclosure Controls and Procedures

Our management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our disclosure controls
and procedures as of September 30, 2019. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in the
reports that it files or submits under the Securities Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the
SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required
to be disclosed by a company in the reports that it files or submits under the Securities Exchange Act is accumulated and communicated to the Company’s
management, including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure.
Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving
their objectives, and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on the
evaluation of our disclosure controls and procedures as of September 30, 2019, our chief executive officer and chief financial officer concluded that, as of
such date, our disclosure controls and procedures were not effective due to a material weakness in internal control over financial reporting that was disclosed
in our Annual Report on Form 10-K for the fiscal year ended June 30, 2019.

b) Management's Plan to Remediate the Material Weakness

As previously described in Part II, Item 9A of our Annual Report on Form 10-K for the fiscal year ended June 30, 2019, we began implementing a
remediation plan to address the material weakness mentioned above. The weakness will not be considered remediated until the applicable controls operate for
a sufficient period of time and management has concluded, through testing, that these controls are operating effectively. We expect that the remediation of this
material weakness will be completed prior to the end of fiscal 2020.

¢) Changes in Internal Controls Over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the three months ended September 30, 2019, that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting, with the exception of the change in our leasing controls
resulting from the adoption of Topic 842 as described in Note 2, "Significant Accounting Policies," to our Unaudited Consolidated Financial Statements.
Although the new leasing standard did not have a material impact on our operating results or cash flows, it did have a material impact on our consolidated
balance sheet and disclosures. We performed a risk assessment and implemented changes to our processes related to lease accounting and the control
activities within them. These included the development of new guidelines based on the requirements of Topic 842, including new training, identification of
new leases and modification of leases, ongoing contract review, periodic review of discount rates, and gathering information provided for disclosures. We will
continue to review and document our disclosure controls and procedures, including our internal control over financial reporting, and may from time to time
make changes aimed at enhancing their effectiveness and to ensure that our systems evolve with our business.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

None.
Item 1A. Risk Factors.

The risks described in "Item 1A. Risk Factors" in our Annual Report on Form 10-K for the year ended June 30, 2019, could materially and adversely
affect our business, financial condition and results of operations. These risk factors do not identify all risks that we face—our operations could also be
affected by factors that are not presently known to us or that we currently consider to be immaterial to our operations. The Risk Factors section of our 2019
Annual Report on Form 10-K remains current in all material respects, with the exception of the revised risk factors below.

Fluctuations in foreign currency exchange rates could result in declines in our reported revenue and operating results.

During the three months ended September 30, 2019 and 2018, 5.4% and 6.1% of our total revenue was denominated in a currency other than the U.S.
dollar, respectively. In addition, certain of our operating expenses incurred outside the United States are denominated in currencies other than the U.S. dollar.
Our reported revenue and operating results are subject to fluctuations in foreign exchange rates. Foreign currency risk arises primarily from the net difference
between non-U.S. dollar receipts from customers outside the United States and non-U.S. dollar operating expenses for subsidiaries in foreign countries.
Currently, our largest exposures to foreign exchange rates exist primarily with the Euro, Pound Sterling, Canadian dollar and Japanese Yen against the U.S.
dollar. During the three months ended September 30, 2019 and 2018, we did not enter into, and were not a party to any, derivative financial instruments, such
as forward currency exchange contracts, intended to manage the volatility of these market risks. We cannot predict the impact of foreign currency
fluctuations, and foreign currency fluctuations in the future may adversely affect our revenue and operating results. Any hedging policies we may implement
in the future may not be successful, and the cost of those hedging techniques may have a significant negative impact on our operating results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

The following table provides information about purchases by us during the three months ended September 30, 2019 of shares of our common stock:

Total Number of
Shares Purchased as Approximate Dollar
Total Number Average Price Part of Publicly Value of Shares that
of Shares Paid per Share Announced Program May Yet Be Purchased
Period Purchased (2) 3) 1) Under the Program (4)
July 1 to 31, 2019 129,452  $ 132.47 129,452
August 1 to 31, 2019 128,737  $ 133.34 128,737
September 1 to 30, 2019 124,090 $ 126.40 124,090
Total 382,279 $ 130.79 382,279 % 296,293,362

(1) OnJanuary 22, 2015, our Board of Directors approved a share repurchase program (the "Share Repurchase Program") for up to $450 million worth

of our common stock. The Share Repurchase Program was announced on January 28, 2015, and expires at the end of each fiscal year unless extended. On
April 26, 2016, June 8, 2017, April 18, 2018, December 6, 2018, and April 17, 2019, the Board of Directors approved a $400 million, $200 million, $200
million, $100 million, and $200 million increase in the Share Repurchase Program, respectively.

(2) As of September 30, 2019, the total number of shares of common stock repurchased under all programs approved by the Board of Directors was
35,400,005.

(3) The total average price paid per share is calculated as the total amount paid for the repurchase of our common stock during the period divided by the
total number of shares repurchased.

(4) As of September 30, 2019, the total remaining value under the Share Repurchase Program was approximately $296.3 million.
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Item 6. Exhibits.

Incorporated by Reference

Filed with
Exhibit this Form Filing Date with Exhibit
Number Description 10-Q Form SEC Number
31.1 Certification of Principal Executive Officer pursuant to Exchange
Act Rules 13a-14 and 15d-14, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002 X
31.2 Certification of Principal Financial Officer pursuant to Exchange
Act Rules 13a-14 and 15d-14, as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002 X
32.1 Certification of President and Chief Executive Officer and Senior
Vice President and Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002 X
10.1 Letter agreement dated August 2, 2019 between Aspen 8-K August 8, 2019 10.1
Technology, Inc. and Gary M. Weiss
10.2 Aspen Technology, Inc. FY20 Executive Bonus Plan 8-K July 26, 2019 10.1
101.SCH XBRL Taxonomy Extension Schema Document X
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document X
101.DEF XBRL Taxonomy Extension Definition Linkbase Document X
101.LAB XBRL Taxonomy Extension Label Linkbase Document X
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document X
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SIGNATURES

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

Aspen Technology, Inc.

Date: October 30, 2019 By: /s/ ANTONIO J. PIETRI

Antonio J. Pietri
President and Chief Executive Officer
(Principal Executive Officer)

Date: October 30, 2019 By: /s/ KARL E. JOHNSEN

Karl E. Johnsen
Senior Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)
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EXHIBIT 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Antonio J. Pietri, certify that:

1. Thave reviewed this Quarterly Report on Form 10-Q of Aspen Technology, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.

Date: October 30, 2019 /s/ ANTONIO. J. PIETRI

Antonio J. Pietri

President and Chief Executive Officer
(Principal Executive Officer)



EXHIBIT 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Karl E. Johnsen, certify that:

1. Thave reviewed this Quarterly Report on Form 10-Q of Aspen Technology, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: October 30, 2019 /s/ KARL E. JOHNSEN
Karl E. Johnsen
Senior Vice President and Chief Financial Officer

(Principal Financial Officer)



EXHIBIT 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Aspen Technology, Inc. (the “Company”) for the quarter ended September 30, 2019, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned hereby certifies in his capacity as an officer of the

Company, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to his knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: October 30, 2019 /s/ ANTONIO J. PIETRI

Antonio J. Pietri

President and Chief Executive Officer

Date: October 30, 2019 /s/ KARL E. JOHNSEN
Karl E. Johnsen

Senior Vice President and Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to Aspen Technology, Inc. and will be retained by Aspen
Technology, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.



