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contained herein that are not statements of historical fact may be deemed to be forward-looking statements. Without limiting the foregoing, the
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PART I

Item 1. Business.

This Form 10-K and our other reports filed with or furnished to the Securities and Exchange Commission (SEC) are available free of charge
through our Internet site (http://www.aspentech.com) as soon as practicable after we electronically file such material with, or furnish it to, the
SEC. The public may read and copy any materials we file with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Room 1580,
Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC maintains an Internet site (http://www.sec.gov) that contains reports, proxy and information statements, and other
information regarding issuers that file electronically with the SEC.

Overview

We are a leading supplier of integrated software and services to the process industries, for which the principal markets consist of: energy;
chemicals; pharmaceuticals; and engineering and construction. Additionally, we also serve other industries such as power and utilities, consumer
products, metals and mining, pulp and paper and biofuels, which manufacture and produce products from a chemical process. We provide a
comprehensive, integrated suite of software applications that utilize proprietary empirical models of chemical manufacturing processes to
improve plant and process design, economic evaluation, production, production planning and scheduling, and operational performance, and an
array of services designed to optimize the utilization of these products by our customers. We are organized into three operating segments:
software licenses, maintenance and training, and professional services. Each of these operating segments has unique characteristics and faces
different opportunities and challenges.

We were initially incorporated in 1981 and reincorporated in Delaware in 1998. For more than 25 years, we have had a track record of
innovation and technology leadership in the process industries. Our customer base of over 1,500 process manufacturers includes several of the
world's leading petroleum refiners, chemical companies, pharmaceutical companies and engineering and construction firms that service the
process industries. As of March 31, 2009, we operated globally through 27 offices in 24 countries.

Industry Background

Process industries typically manufacture finished products by applying a controlled chemical process to a raw material that is fed
continuously through the processing plant; however, in some cases, such as specialty chemicals and pharmaceuticals, finished products are
produced by applying a chemical process to a specific batch of raw material, rather than a continuous feedstock.

There are several characteristics of manufacturing properties of the process industries, as follows:

Products are manufactured in continuous or batch processes that involve a chemical transformation of the raw material into
the finished product;

Multiple, interdependent products are often made simultaneously;

Manufacturing plants typically process high volumes, are highly automated and extremely capital intensive;

Raw material specification and production sequence both have a major impact on feasibility and profitability; and

Supply chain management is global and highly complex.




Edgar Filing: ASPEN TECHNOLOGY INC /DE/ - Form 10-K

Table of Contents

As a result, many process manufacturers rely heavily on our software, services and domain expertise to help them design, model and
manage these complex activities.

In addition to these factors that are common to most segments of the process industries, each vertical market has its own set of unique
challenges that must be addressed in order to effectively design, model and manage operations.

Energy
Refining (Downstream)

The downstream refining sector is characterized by very high volumes and low operating margins. Refineries are under constant pressure to
maximize output, optimize product mix and minimize inventory levels when demand for petroleum products is high and capacity utilization is
tight. Conversely, when demand is low and capacity utilization is poor, the refineries are under pressure to reduce costs and operate as efficiently
as possible.

At the same time, many petroleum companies have recognized that the legacy information technology (IT) systems that resulted from the
mergers and acquisitions of the 1990s are inadequate. In response, companies are increasingly investing in integrated software suites that can
provide better visibility into all aspects of the production process, from inventory levels throughout the system to quality and production

information, as well as market dynamics. This enables them to keep lower amounts of inventory on hand, make better buy versus produce versus
trade decisions, and maximize capacity utilization at the refinery level, taking into account both volume and product mix. In addition, the need
for accurate integrated information is heightened by a proliferation of regional product specifications, a volatile market, and increasingly
stringent environmental regulations.

Running more barrels through the refinery at full capacity makes it difficult to keep the physical assets in prime condition and can create
safety and reliability issues. Refiners are faced with the need to optimize the design of their processes and achieve more reliable and stable
operations. Process engineers are challenged with making timely decisions while meeting the objectives of designing and operating efficient,
safe and profitable process plants. Measuring the complex interactions among equipment, feedstock, refined products and business objectives is
the key to unlocking optimization at the refinery level.

Specifically, petroleum companies face the following challenges in managing their operations:

Making timely business decisions based on volatile market conditions while at the same time operating efficient, safe and
profitable refineries;

Minimizing inventory levels throughout the system without becoming vulnerable to changes in demand or market
disruptions;

Managing the reduced supply chain flexibility created by clean fuels legislation and the proliferation of product
specifications;

Responding effectively to changing supply/demand balances and supply patterns;

Optimizing the use of energy to minimize the impact of high energy costs;

Managing a shrinking, global talent pool; and

Minimizing greenhouse gas emissions.

Oil and Gas (Upstream)
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and ever deeper oceans. The high cost of investment places a premium on maximizing any expenditure. An improperly placed well that fails
economically to remove all surrounding reserves or a poorly designed transmission system that requires excessive pressurization or maintenance
can have a significant impact on profitability for many years. In addition, managing oil and gas assets is complicated, since these assets are
highly complex and interconnected. Companies must achieve high output while minimizing investment; optimize facilities to match a constantly
varying slate of crudes and gases; and ensure the efficient transmission of materials through large, interconnected, and environmentally sensitive
pipeline infrastructure.

To further complicate the challenge, every decision occurs against the backdrop of rapidly fluctuating open market oil and gas prices.
Unlike other segments of the process industries, where raw material price movements are smoothed through long-term contracts, oil and gas
prices can oscillate rapidly from week to week or even day to day. This puts enormous pressure on companies to profit from rising prices while
they can. Delayed decisions and prolonged production ramp-ups can make the difference between selling into a rising or falling market.

Specifically, oil and gas companies face the following distinct challenges in managing their operations:

Managing assets as an interrelated system;

Negotiating profitable price nominations and product contracts;

Maximizing production while minimizing capital investment;

Responding faster to gas and oil price fluctuations and operating disruptions;

Ensuring regulatory compliance without adding administrative overhead;

Managing a shrinking, global talent pool; and

Minimizing greenhouse gas emissions.
Chemicals
Bulk Chemicals

The chemical industry produces bulk chemicals that are true commodities with little or nothing to differentiate one company's offering from
another, other than price. The market is global and highly competitive. Producers routinely invest to build highly specialized, continuous process
plants that minimize production costs. Existing producers must either continue to invest in newer units over a plant's lifetime to ensure it remains
cost-competitive with newer units, or idle the plant. The most successful companies find ways to differentiate themselves through consistent
product quality, customer responsiveness and operating efficiency, or locate new plants close to feedstocks or primary markets.

Chemical companies face a number of challenges. They need to maximize the returns from their expensive assets, and they must manage
wide swings in feedstock costs and high energy costs. Due to global industrial consolidation, they face increasingly concentrated and powerful
competitors building mega-scale plants to deliver maximum capacity, and customers looking for consistent product quality at the lowest possible
price, which places enormous pressures on operating margins. This pressure has eroded the advantages once enjoyed by companies with
established market, technology or regional positions. In the face of such intense pressure, producers have a very limited ability to raise prices,
and must instead focus on maximizing their throughput, increasing their supply chain efficiencies and minimizing their costs throughout the
production process. All of these challenges are magnified by a shrinking talent pool with experienced personnel retiring and younger,
inexperienced personnel joining the ranks and running very complicated, large-scale assets.
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To respond to these pressures, many large chemical manufacturers are looking to replace the patchwork of point solutions that they
currently use to design facilities and optimize production with solutions that can address operational costs as a single, interrelated whole, much
in the same way that enterprise resource planning (ERP) systems squeezed costs from the interrelated transactions that define back office
business processes. They must do so in such a way as to build in the expertise required to run these highly complex operations to overcome the
shortage of expertise in the labor markets today.

Specifically, bulk chemical producers face the following challenges in managing their operations:

Operating safely for their employees and their local communities;

Reducing operating costs specifically feedstock and energy costs;

Focusing on asset optimization getting the most out of the assets they have;

Establishing where to produce most profitably close to feedstocks or in primary markets;

Managing a shrinking, global talent pool; and

Environmental and other governmental regulations.
Specialty Chemicals

While bulk chemical producers look for ways to take cost out of their structures, the specialty chemicals manufacturers focus on providing
highly differentiated, customer-specific product through innovation. The specialty chemical market can be characterized as a make-to-order
industry, with many products, plants and complex supply chains. This results in a very different series of challenges. Specialty chemicals strive
to innovate and get new products to market quickly and efficiently to capture market opportunities.

Dealing with multiple plants spread all over the world to support customers presents an additional challenge to specialty chemical
producers. Knowing where to manufacture a product to derive maximum profitability while providing excellent customer service, results in very
complex supply chain challenges.

Specialty chemical manufacturers face a number of challenges. Regulatory requirements are growing only more pervasive. Requirements
that were once reserved for food and beverage manufacturers are starting to appear in the specialty chemicals industry as a way to protect the
downstream processes from contamination. The focus on reducing consumer risk is driving these regulatory initiatives. Specialty chemical
manufacturers are implementing systems to manage their supply chains, product innovation, operations and product quality to address these
issues.

Specifically, specialty chemical companies face the following challenge in managing their operations:

Innovating new products for new markets without increasing capital expenditures;

Capturing and retaining existing customers through perfect order performance;

Efficiently managing a complex, global supply chain;
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Pharmaceuticals

Changing industry dynamics and increasing competition from generic drug products are driving pharmaceutical companies to improve their
operational capabilities to improve profitability. As a result, many pharmaceutical companies are now viewing manufacturing and distribution
not only as a means of meeting demanding quality and supply criteria, but also as a means of achieving a competitive advantage by reducing
manufacturing costs.

Pharmaceutical companies face a number of challenges. Regulatory agencies are demanding strict, detailed material, process, and personnel
tracking. In addition, companies are facing increased competition from generic drugs. As a result, companies are seeking to bring new products
to market faster to maximize sales and profits during their initial patent protection period. To respond to these pressures, pharmaceutical
companies are looking to implement solutions that can help them meet their regulatory requirements, reduce their time to market and decrease
their production costs.

Specifically, pharmaceutical companies face the following challenges in managing their operations:

Complying with strict regulatory requirements;

Improving manufacturing agility to take advantage of new approaches and processes;

Reducing time required to scale-up production;

Improving customer service; and

Improving quality management processes.
Engineering and Construction

Engineering and construction (E&C) companies design and build the assets that are used in the process industries. The business is cyclical
and generally follows the pattern of the process industries that the E&C companies serve. Many of the largest E&Cs balance their portfolios by
supporting a broad cross section of vertical markets in an attempt to insulate themselves from over exposure to any individual market segment.

E&C firms compete for business on a global basis. One of the challenges that they face is the need to execute large scale projects quickly,
efficiently and profitably. To do this they must be able to exploit engineering resources around the world, with engineers in different locations
working on the same project. In addition, the ability to execute a broad portfolio of projects is the key to the long term health of these firms.
Finally, joint ventures and partnerships is another area that the E&C firms have to exploit in order to compete effectively on the biggest projects.

To respond to these challenges, E&Cs are standardizing their integrated workflows and best practices using application software to enable
to undertake more projects that can be executed simultaneously and cost-effectively. They want software to help develop the most cost
competitive designs, reduce errors and rework, and to keep rates low allowing them to work on projects anywhere in the world, regardless of
where the end customer is. As a result, software is vital to E&Cs to allow them to compete, collaborate and thrive in a very competitive market.

Specifically, E&C companies face the following challenges in managing their operations:

Reducing time required to bid on, startup and complete projects;

Working on many projects simultaneously all over the world using engineers located in different countries;

11
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Complying with strict regulatory requirements.
Other Process Industry Markets

Other process industry markets we serve include:

Power and Utilities

Consumer Products

Metals and Mining

Pulp and Paper

Biofuels.

Power and Utility companies are seeking to find ways to generate more energy for a larger population, without violating increasingly
stringent environmental and greenhouse gas emissions standards. The companies in this sector include regulated and de-regulated providers, as
well as widely diverse generation units from hydro, wind and solar power, to natural gas, nuclear and coal-fired units. Power and utility
companies use our software to design their plants, generate energy more efficiently and reduce emissions.

Consumer products companies need to develop and design new products to drive growth and profitability. In addition, the supply chain,
extending from raw materials acquisition, through manufacturing and out to the final customer, is a key determinant of profitability. Consumer
products companies use our software to reduce ramp-up times, operate their plants more efficiently and optimize their supply chains.

Metals and mining companies face challenges from increasing globalization, commodity price volatility and the need to drive down
production costs. Energy is a major component in processing the raw materials. Metals and mining companies use our software to optimize their
production operations.

Profitability within the pulp and paper industries is largely driven by the efficiencies in operations securing raw materials cost-effectively,
reducing operating costs, improving quality yield and keeping inventories low. Managing energy usage, costs and emissions is also critical. Pulp
and paper companies use our software to design their processes, manage their operations more efficiently, reduce energy costs and reduce
emissions.

Biofuels is area that is growing in importance. It is likely that governmental policies and strict emissions regulations will contribute to
further growth. Our software can be used to optimize the design and operation of biofuel plants in the same way that it is used in fossil fuel or
chemical plants.

Process Industry Technology

Historically, technology solutions have played a major role in helping process companies drive productivity improvements. In the 1980s,
this increase in efficiency came from the use of distributed control systems (DCS) to automate the management of plant hardware. These
systems utilized computer hardware, communication networks and industrial instruments to measure, record and automatically control process
variables. In the 1990s, productivity was enhanced by the adoption of ERP systems to streamline back office functions. However, although DCS
and ERP solutions are important components of a solution to improve manufacturing enterprise performance, they do not incorporate either the
detailed chemical engineering knowledge essential to optimize the design and operation of related manufacturing processes, or the plant
performance data required to support more intelligent real-time decision-making. As a result, their ability to optimize the manufacturing process
is limited.

13
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Today, process manufacturers are seeking tools to help them improve their operating performance, competitive position and responsiveness
to increasingly volatile raw material and end markets. For example, while rising oil prices provide an opportunity for petroleum refiners to raise
their prices, they also increase the cost of operating energy-intensive manufacturing facilities downstream. These dynamics are creating demand
for intelligent decision-support products that can provide an accurate real-time understanding of a plant's capabilities, as well as accurate
planning and collaborative forecasting information.

As process manufacturers have become more adept at using products that optimize individual engineering, plant operations and supply
chain management business processes, they are increasingly seeking additional performance improvements by integrating these products, both
with one another and with DCS, ERP and other enterprise systems, to provide real-time, intelligent decision support. To achieve these
objectives, companies are implementing solutions that integrate related business processes within a single production facility and across multiple
sites. By adding planning and scheduling functionality, companies are extending these solutions to optimize their supply chains, reduce cycle
times, adjust production to meet changing customer requirements, synchronize key business processes with plants and customers across
numerous geographies and time zones, and quote delivery dates more accurately and reliably.

The AspenTech Advantage

Process manufacturers use our solutions to improve their profitability and competitiveness, not only by reducing raw material and energy
use, cycle time, inventory cost and time to market, but increasingly by synchronizing and streamlining key business processes. Our competitive
advantage is based on the following key attributes:

Substantial process industry expertise. By developing and implementing software for the process industries for more than 25 years, we
have amassed significant process industry domain knowledge. Our employees have pioneered major advances that are considered
industry-standard software applications across a wide variety of engineering, plant operations and supply chain applications. Our services and
development staff are recognized experts in delivering value to our customers based on practical experience gained from supporting numerous
installations of our software worldwide.

This significant base of chemical engineering expertise, process manufacturing experience and industry know-how serves as the foundation
for the proprietary solutions, physical property models and data estimation techniques embedded in our software solutions. We continually
enhance our software applications through extensive interaction with our customers, some of which have worked with our products for more
than twenty years. To complement our software expertise, we have assembled a staff of approximately 200 project engineers as of March 31,
2009, to provide implementation and other professional services. We believe this process manufacturing operations professional services team is
one of the largest and most experienced in the world.

Large and valuable customer base. We view our customer base of more than 1,500 process manufacturers as an important strategic asset
and as evidence of one of the strongest franchises in the industry. Our relationships with leading companies in the process industries enable us to
identify and develop solutions that best meet the needs of our customers. They are a valuable part of our efforts to bring new software solutions
to the process industries. As process manufacturers increasingly focus on integration and optimization of their operations, many of our existing
customers have implemented our integrated application suites.

Rapid, high return on investment. We believe that customers purchase our products because they provide rapid, demonstrable and
significant returns on investment. Because of the large production volumes and relatively low profit margins typical in many process industries,
even small improvements
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in productivity can generate substantial recurring benefits. First-year savings can exceed the software and implementation costs of our products.
In addition, our products can generate important organizational efficiencies and operational improvements that can increase the return on
investment even further. With experienced operators retiring, we are focused on building software that is simpler to use, however just as
effective. As a result, we expect further adoption of our products by our customers.

Integrated solutions. The release of our aspenONE® solution in late 2004 marked the evolution of our product offering from a portfolio
of best-of-breed products into an integrated suite of applications. aspenONE software provides a unified, modular platform based around
common data models that makes critical operational data more widely available to an organization and allows our customers to address
inefficiencies throughout the plant. While some vendors offer stand-alone products that compete with one or more of our products, we believe
we are the first provider that offers a comprehensive solution to process manufacturers that addresses key business processes in manufacturing
operations. Our solutions can be used on a stand-alone basis, integrated with one another or integrated with third-party applications. Customers
can initially choose to implement a point solution or our integrated solutions, which are scalable as the customer's needs evolve. The breadth of
our solutions expands the overall value we bring to our customers and represents an important source of competitive differentiation.

Strategy

Our strategy is to build our market and technology leadership position by developing and delivering software that helps our customers
design and run their plants and supply chains more efficiently.

As part of this strategy we intend to:

Deliver innovative new solutions. With our aspenONE solution, we provide an integrated suite of engineering, plant operations and
supply chain management software applications for process manufacturing. Our aspenONE solution has been adopted by a number of leading
chemical and energy companies. We intend to continue building upon our aspenONE software framework to deliver greater integration and new
features.

Facilitate widespread usage of our products. We will continue to focus on developing software that is powerful and accurate, but that is
also flexible and easy to use. In addition, we have expanded our on-line training capabilities and introduced technology to allow our customers
to track their usage of our software. These attributes are becoming increasingly important to our customers as they seek to train and develop the
next generation of process engineers.

Maintain our leadership position in the process industries. For more than 25 years, we have had a track record of innovation and
technology leadership in the process industries. We have relationships with the vast majority of the major players. We value these relationships
and intend to continue to develop and enhance our existing offerings to respond to our customers' needs and ensure that our products are being
used in the most effective manner.

Products: Software Licenses

Our software enables our customers to optimize the profitability of their manufacturing operations. Our software is based upon proprietary
empirical models of chemical manufacturing processes and the equipment used in those processes that provide highly accurate representations of
the chemical and physical properties of a broad range of materials typically encountered in the process industries. These models and the
associated knowledge captured in the supporting IT systems provide real-time, intelligent decision support across the entire process
manufacturing enterprise.
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Our solutions are focused on three primary business areas: engineering, plant operations, and supply chain management, and are delivered
both as stand-alone solutions and as part of the integrated aspenONE product suite. The aspenONE solution framework enables our engineering,
plant operations and supply chain products to be integrated into a unified, modular platform. Additional aspenONE software modules can be
added as the customer's requirements evolve. The result is enterprise-wide access to real-time, model-based information that enables
manufacturers to forecast or simulate the economic impact of potential actions and make better, faster and more profitable operating decisions.

Engineering. In the process industries, maximizing profit begins with optimal design. Process manufacturers must be able to address a
variety of challenging questions relating to strategic planning, collaborative engineering and debottlenecking and process improvement from
where they should locate their facilities, to how they can make their products at the lowest cost, to what is the best way to operate for maximum
efficiency. To address these issues, they must improve asset optimization to enable faster, better execution of complex projects. Our engineering
solutions help companies maximize their return on plant assets and enable collaboration with engineers on common models and projects.

Our engineering solutions are used on the process engineer's desktop to design and improve plants and processes. Our customers use our
engineering software and services during both the design and ongoing operation of their facilities to model and improve the way they develop
and deploy manufacturing assets. Our products enable our customers to improve their return on capital, improve physical plant operating
performance and bring new products to market more quickly.

Our engineering tools are implemented on Microsoft Corporation's operating systems. Implementation of our engineering products does not
typically require substantial professional services, although services may be provided for customized model designs and process synthesis.

Plant operations. Our plant operations products focus on optimizing our customer's day-to-day processing activities, enabling the
customer to make better, more profitable decisions and improve plant performance. The typical production cycle offers many opportunities for
optimizing profits. Process manufacturers must be able to address a wide range of issues driving execution efficiency and cost, from selecting
the right raw materials, to production scheduling, to identifying the right balance among customer satisfaction, costs and inventory. Our plant
operations products support the execution of the optimal operating plan in real time. Our plant operations solutions include desktop applications,
IT infrastructure and services that enable companies to model, manage and control their plants more efficiently, helping them to make
better-informed, more profitable decisions. These solutions help companies make decisions that can reduce fixed and variable costs in the plant,
improve product yields, procure the right raw materials and evaluate opportunities for cost savings and efficiencies in their operations.

Supply chain management. Our supply chain management products enable companies to reduce inventory and increase asset efficiency by
giving them the tools to optimize their supply chain decisions, from choosing the right raw materials to delivering finished product in the most
cost-effective manner. The ever-changing nature of the process industries means new profit opportunities can appear at any time. To identify and
seize these opportunities, process manufacturers must be able to increase their access to data and information across the value chain, optimize
planning and collaborate across the value chain, and detect and exploit supply chain opportunities. Our supply chain management solutions
include desktop applications, IT infrastructure and services that enable manufacturers to operate their plants and supply chains more efficiently,
from customer demand through manufacturing to delivery of the finished product. These solutions help companies to reduce inventory carrying
costs, respond more quickly to changes in market conditions and improve customer service.

Our engineering software products represented approximately 83% and 65% of our software lic