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PART |
Fromtinme to tinme Ansoft Corporation ("Ansoft" or the "Conpany") has made and

may continue to make written or oral "forward-1ooking statements” including
those in this Annual Report on Form 10-K. These forward-|ooking statenents
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represent the Company's present expectations or beliefs concerning future
events. The Conpany cautions that such statenents are qualified by inportant
factors that could cause actual results to differ materially fromthose in the
forward-| ooki ng statenents including those factors identified in "Ri sk Factors”
under "Item 1. Business." The follow ng discussion and anal ysis al so shoul d be
read in conjunction with "Item 6. Sel ected Consolidated Financial Data" and our
Consol i dated Fi nancial Statenments and Notes thereto included el sewhere in this
report. Results actually achieved may differ nmaterially fromexpected results
included in these statenents.

| TEM 1. BUSI NESS
Overvi ew

Ansoft is a | eading devel oper of high-performance el ectronic design autonation
("EDA") software. Ansoft products are used by electrical engineers worldw de to
desi gn of state-of-the-art technol ogy products, such as cellul ar phones,

i nternet networking, satellite comruni cations systens, integrated circuits and
circuit boards, and el ectronic sensors and notors. Engineers use our software
to naxim ze product performance, elimnate physical prototypes, and to reduce
time-to-narket.

| ndustry Backgr ound

Engi neers use EDA software to automate nanual, tine-consum ng and error-prone
desi gn processes, resulting in dramatic increases in productivity and
efficiency. EDA software can be used in each of the three phases of the

el ectroni c design process: Logic Design and Synthesis, which provides an
outline of the systenis overall architecture; Functional Design and Anal ysis,
whi ch enconpasses the specification of desired functionality, functiona
design, simulation and anal ysis; and Physical Design and Verification, which
i nvol ves the creation of physical layout (i.e., placenent and routing) and
verification that the design neets required specifications.

Modern el ectronic and comruni cati on systens operate at GHz frequenci es and
transmt/receive data at Gb/s speeds. As the operating perfornmance gets ever
hi gher, conponent |evel details for the passive interconnects as well as
transistor |evel detail for the active circuits nust be nodel ed accurately.
Furthernore, the integration of ever greater functionality on a single chip
systemon-chip, or systemin-package conbined with continuing mniaturization
| eads to dramatic increases in the conplexity of el ectronic conponents and
circuits. This dual requirenment of greater accuracy/detail and greater

conpl exi ty/ probl emsize drives the demand for a new class of EDA tools to
sinmulate the real life behavior of high-performance electronic and

comuni cati on devi ces.

Wil e traditional EDA tools have becone nore sophisticated, the process for
desi gni ng and manufacturing wi rel ess and el ectroni c conponents and systens is
often iterative, time-consum ng and inaccurate. Designs are generated, devices
and systens are devel oped, prototypes are built, perfornmance is neasured and
assessed and designs are then refined to neet the original performance
specifications. This entire process is typically repeated a nunmber of tinmes,

| engt heni ng the design process, increasing costs and resulting in |ost narket
opportuniti es.

The Ansoft Sol ution

We offer electromagnetic and circuit simulation technol ogies that neet the dua
demands of accuracy/detail and conplexity/size. Ansoft simnulation technol ogies
are based on fundanental research breakthroughs in nodeling el ectronmagnetic and
circuit details at very high operating device performance and are especially
tailored to neet the exacting demands of G gahertz and G gabit designs.
Customers use our products to define the architecture of their device, create
speci fications for functional blocks, design the circuits and conponents,

eval uate component |evel interactions, and optimze circuit or system
performance under actual operating conditions. Ansoft's software products may
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be used as an i ndependent design platformor integrated with conpl enmentary EDA
tools within a custoner's existing design environment.
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Ansoft Strategy

Ansoft's objective is to becone the | eading worl dwi de supplier of high
performance EDA software. Using our proprietary electromagnetic and circuit
simul ati on technologies as a primary conpetitive advantage, we pursue our

obj ective through the follow ng strategies: |everaging our technol ogy

| eadership to solve energi ng design chall enges at the cutting-edge of device
performance; capitalizing on the growi ng need for sinulation technologies to
provi de GHz/ G gabit accurate analysis and validation of high-performance

el ectroni cs; and expandi ng our broad range of product applications to address
enmer gi ng customner design requirenents.

Pr oduct s

Ansoft provides several products that address our custoners' conponent and
system | evel design needs. Custoners encounter different conbinations of

chall enges in their designs and often purchase nultiple products. The products
are listed bel ow and organi zed by their market application

Ansoft Hi gh Performance El ectronics Software

HFSSTM i s Ansoft's flagship 3D el ectromagnetic field sinmulation software for
hi gh frequency, radi o frequency (RF) and wirel ess design. Ansoft HFSSTM bri ngs
the power of the finite elenment nethod (FEM to the engineer's desktop by

| ever agi ng advanced techni ques such as automatic adaptive nesh generati on and
refinenment, tangential vector finite elenents, and Adaptive Lanczos Pade Sweep
(ALPS). HFSSTM automatically conmputes nultiple adaptive solutions until a

user -defined convergence criterion is met.

Nexxi mM(R) is Ansoft's advanced circuit simulator that addresses the

i ncreasingly conpl ex, nonlinear and full-wave circuit behavior of RFCMOS
GaAs/ Si Ge RF I Cs, G gabit conmunication backpl ane desi gn. Nexxi m(R) guarant ees
consi stency of results across tinme and frequency donmai ns by using the sane
circuit netlist and library nodels for transient and harnmoni c bal ance anal yses.

Sl waveTM provi des advanced anal ysis of printed circuit boards (PCBs),
conponents, and packages, SlwaveTM generates both frequency- and tine-donmain
results, allow ng engineers to nodel not only individual conmponents, but also
entire PCBs and package structures.

@D ExtractorTMis a physics-based EDA tool for the el ectronagnetic-field
simul ati on of two-dinmensional (2D) and arbitrary three-di mensional (3D)
structures. @D ExtractorTM provi des engi neers with RLGC paraneters and SPI CE
nodel s which are used extensively to anal yze hi gh-speed el ectroni c designs.

Ansoft Designer(R) provides a design environment to dynamcally |ink

el ectromagnetic analysis with circuit and systemlevel sinulation. The key to
this integration is a unique capability called Sol ver-on-DemandTM t hat
orchestrates the use of multiple solvers -- while still giving the users
conplete control. Users can perform SysteniCircuit/EM co-sinulation in Ansoft
Desi gner and optim ze product performance under actual operating conditions.

Turbo Package Anal yzerTM (TPA) is a software tool that automates the anal ysis
of all conplex sem conductor packages. TPA can anal yze flip-chip, chip-scale
package, and nultipl e-die systemin-package designs comobn in the networking
and broadband communi cati ons mar ket s.
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Ansoft Li nksTM provi des bidirectional |inks for stream ining data inport/export
bet ween Ansoft’'s products and popul ar el ectronic design automati on ( EDA)
packages from conpani es such as Cadence(R), Synopsys(R), Zuken(R), and

Mentor (R). MCAD |1 nks include | GES and STEP formats common to ProEngi neer,
Catia and Uni graphi cs.

Ful | -Wave Spi ceTM provi des hi gh-bandw dth SPI CE nodel s at the touch of a
button. This capability enables engineers to design el ectronic and
conmuni cati on conmponents while taking G gahertz-frequency effects into account.

OptinetricsTMis a snmart paranetric analysis and optim zation nodul e that
all ows users to performparanetric analysis, optimzation, sensitivity
anal ysis, and other design studies froman easy to use interface.
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Ansoft's El ectronechani cal (EM Software

Maxwel | 3D(R) and 2D are conprehensive, easy-to-use software tools for design
probl ens requiring an accurate, two-dinmensional or three-dinmensiona
representation of the electric or nagnetic field behavior. Maxwell includes
AC/ DC magnetic, electrostatic, and transient electromagnetic fields; therma
anal ysis; paranetric nodeling; and optim zation. Additionally, Mxwell (R)
produces highly accurate equivalent circuits for inclusion within Ansoft's

SI MPLORERTM and ot her circuit tools.

SIMPLORERTM is a nulti domain simulation package for the design of conplex
power el ectronic and drive systems. SIMPLORERTM i s based on a uni que simnul ator
coupl i ng technol ogy and supports fast and easy nodel generation using three
nodel i ng | anguages -- electrical circuits, block diagrans and state nachines.
Simul ation results may be di splayed with oscill oscopes or digital displays
using Active El enments Technol ogy.

RWkprt TM hel ps el ectri c-machi ne manufacturers capitalize on this grow ng
opportunity by allow ng designers to make sizing decisions and to estinmate
performance during the initial stage of the design process. RWprtTMis an
i deal tool for calculating critical design paraneters, such as torque vs.
speed, power loss, flux in the air gap, and efficiency.

Ansof t Li nksTM provi des bidirectional |inks for stream ining data inport/export
bet ween Ansoft’'s products and popular MCAD formats include | GES and STEP which
comon to ProEngi neer, Catia and Uni graphics.

OptinetricsTMis a snart paranetric analysis and optim zation nodul e that
allows users to performparanetric analysis, optimzation, sensitivity
anal ysis, and other design studies froman easy to use interface.

Research and Devel opnent

Ansoft has a team of research engi neers focused on the nmat hematical and

physi cal under pi nni ngs of the Conpany's sinulation algorithns. Dr. Zoltan
Cendes, a founder of the Conpany, serves as the technical |eader of the group
By virtue of over 20 years of research and devel opnment by Dr. Cendes prior to
the Conpany's inception in 1984, and by its internal research and devel opnent
staff thereafter, Ansoft has pioneered the foll ow ng technol ogi es: automatic
and adapti ve convergence to sol utions, asynptotic waveform eval uation for
spectral domain solutions, transfinite el ements, edge elenments and tangentia
vector finite elements and fast nultipole accel eration al gorithns.

We continually seek to design and devel op new technol ogi es, products and
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i nterfaces based on our core el ectronagnetic expertise. This effort includes
rel easi ng i nproved versions of our products on a regular basis as well as
devel opi ng new products. Ansoft assigns an interdisciplinary team of personne
fromresearch and devel opment, software devel opnent, documentation, quality
assurance, custoner support and marketing to each product devel opnment project.
Ansoft devel ops cooperative relationships with nmajor custoners with respect to
beta-testing its new products or enhancements and i npl enenti ng suggestions for
new product features. The Conpany al so naintai ns cooperative relationships with
the maj or hardware vendors on which the Conpany's products operate.

As of April 30, 2005, Ansoft's research and devel opnent group consisted of 109
enpl oyees. During fiscal 2005, 2004 and 2003, total research and devel opnent
expenses were $16.9 mllion, $15.7 mllion and $18.6 mllion, respectively.

In July 2000, Ansoft announced its formation of Altra Broadband to pursue the
devel opnent of intellectual property and products for broadband wirel ess and
optical communications. In spite of certain technical successes, profitable
depl oyment of intellectual property devel oped by Altra Broadband's Irvine
Technol ogy Center in this tel ecomenvironment was deened unlikely in the near
term As such, the Conpany closed the Irvine Technol ogy Center during fisca
2003, resulting in a restructuring charge of $532,000 that is included in
"Research and devel opnent expense."

Sal es and Marketing

Ansoft markets and sells its products worldw de through its direct sal es force.
The Conpany hires application engineers with significant industry experience
who can anal yze the needs of its customers and gain technical insight into the
devel opnent of future products and enhancenents to existing products. The
Conpany's application engineers work with the direct sales force to provide
on-site support during critical stages of the user's benchmark, evaluation and
i mpl enent ati on processes. The Conpany generates sal es | eads through custoner
referrals, advertising in trade
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publications and on the internet. In addition, the Conpany participates in
i ndustry trade shows and organi zes senminars to pronote and expand the adoption
of its products.

In North America, the Conpany maintains sales and support offices in Arizona,
California, Florida, Illinois, Otawa, Massachusetts, M chigan, New Jersey,
Texas, W sconsin, and Pennsylvania. In Asia-Pacific, the Conpany nmaintains

sal es and support offices in Japan, Korea, Singapore, Taiwan, and China. In

Eur ope, the Conmpany maintains sales and support offices in England, Germany,
France, Italy and Denmark. As of April 30, 2005, the Conpany had a direct sales
force of 42 representatives, supported by 110 enpl oyees in application

engi neering, marketing and sal es adm ni stration

Cust oners

The Conpany has significant breadth in its installed base with over 1,000
custonmers in the conmuni cations, sem conductor, autonotive/industrial

conput er, consuner electronics and defense/ aerospace industries. No single
customer in the Conpany's installed base accounted for nore than 10% of tota
revenue within any of the past three fiscal years, and the | oss of any one
customer or small group of customers would not have a nmaterial adverse effect
on the Conpany.

Cust omer Service and Support

Ansoft offers custoners annual mai ntenance contracts that nay generally be
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purchased for 15% of the list price of the respective software product.

Cust onmer support services include on-line and tel ephone support for design

engi neers and on-site and i n-house training on all products. Customers with

mai nt enance agreenments recei ve product enhancenment rel eases, typically
identified by a subsequent whol e nunber version of the sane product nane (e.g.
HFSSTM V9) . Product upgrades that add significant new functionality are
typically separately identified as an add-on nodul e and have a stand-al one |i st
price (e.g., Optinmetrics) and are not covered by the annual nai ntenance

agr eenent .

We offer a variety of training prograns for custonmers ranging fromintroductory
| evel courses to advanced training for an additional fee.

Conpetition

The el ectroni c design automation software market in which Ansoft competes is

i ntensely conpetitive and subject to rapid change. Wthin our high perfornmance
el ectroni cs software products, Ansoft conpetes directly with certain software
of ferings from Agil ent Corporation, in-house analysis tools or test and

nmeasur enent mnet hodol ogi es and certain snaller privately-held conpani es. CQur

el ectronechani cal software products face conpetition fromcertain product

of ferings from Synopsys, Mentor G aphics, Ansys, and certain smaller
privately-held conmpanies. In addition, the EDA industry has becone increasingly
concentrated in recent years as a result of acquisitions, and further
concentration within the EDA industry could result in increased conpetition for
Ansoft. Increased conpetition could result in price reductions, reduced margins
or loss of nmarket share, any of which could seriously harm Ansoft's busi ness,
operating results or financial condition. Ansoft nay be unable to compete
successfully against current and future conpetitors, and conpetitive pressures
faced by Ansoft could seriously harm Ansoft’'s business, operating results and
financial condition.

We believe that the principal conpetitive factors in our market include:

Hi gh performance (problem conplexity) and accuracy;
Short run tine;

Ease of use;

Depth and breadth of product features;

Hi gh quality user support;

I nteroperability; and

Price.

Proprietary Rights

Ansoft is heavily dependent on its proprietary software technol ogy. The Conpany
relies on a conbination of non-conpetition and confidentiality agreements with

its enpl oyees, license agreenents, copyrights, trademarks and trade secret |aws
to establish and protect proprietary rights to its technol ogy. Ansoft does not

hol d any patents. Al Ansoft
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software is shipped with a security lock which linmts software access to

aut hori zed users. In addition, the Conpany does not |license or release its
source code. Effective copyright and trade secret protection of the Company's
proprietary technol ogy nmay be unavailable or limted in certain foreign
countri es.
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Seasonal Effects

Traditionally, sales in the first quarter will decrease fromthe fourth quarter
of the prior fiscal year. Traditionally, revenues will sequentially increase
over the next three quarters of the fiscal year. The fourth quarter is
typically the highest revenue quarter for the fiscal year

Enpl oyees

As of April 30, 2005, Ansoft had a total of 287 enpl oyees, including 109 in
research and devel opnent, 152 in sales, marketing, and custoner support
services and 26 in admnistration. None of the Company's enployees is
represented by a collective bargai ning agreenent, nor has the Conpany

experi enced any work stoppage. The Conpany considers its relations with its
enpl oyees to be good. Many of the conpany's enpl oyees are highly skilled, and
there is no assurance that the Conpany will be able to attract and retain
sufficient technical personnel in the future.

O her I nformation

Ansoft maintains investor relations pages on its internet website at
http://ww. ansoft.com On these pages, Ansoft makes available its annual
quarterly and other current reports filed or furnished with the SEC as soon as
practicable. These reports may be revi ewed or downl oaded free of charge.
Alternatively, if you would |ike a paper copy of any such SEC report (without
exhi bits) or docunment, wite to John Arnold, Ansoft Corporation, 225 Wst
Station Square Drive, Suite 200, Pittsburgh, PA 15219, and a copy of such
request ed docunent will be provided to you, free of charge.

Ri sk Factors
Qur Future Operating Results Are Uncertain

Ansoft has incurred net losses in two of the past five fiscal years. There can
be no assurance that Ansoft's revenue and net income will grow or be sustained
in future periods or that Ansoft will be profitable in any future period.
Future operating results will depend on many factors, including the degree and
the rate of growmh of the markets in which Ansoft conpetes and the accomnpanying
demand for Ansoft's products, the | evel of product and price conpetition, the
ability of Ansoft to devel op and nmarket new products and to control costs, the
ability of Ansoft to expand its direct sales force and the ability of Ansoft to
attract and retain key personnel

Qur Quarterly Operating Results Are Difficult To Predict.

We are unable to accurately forecast our future revenues prinmarily because of
the energing nature of the market in which we conpete. Qur revenues and
operating results generally depend on the size, timng and structure of

1 censes. These factors have historically been, and are likely to continue to
be, difficult to forecast. In addition, our current and future expense |evels
are based largely on our operating plans and estinmates of future revenues and
are, to an extent, fixed. W nmay be unable to adjust spending sufficiently or
qui ckly enough to conpensate for any unexpected revenue shortfall. Accordingly,
any significant shortfall in revenues in relation to our planned expenditures
woul d seriously harm our business, financial condition and results of
operations. Such shortfalls in our revenue or operating results fromlevels
expected by public market analysts and investors could seriously harmthe
trading price of our combn stock. Additionally, we may not |earn of such
revenue shortfalls, earnings shortfalls or other failure to neet narket
expectations until late in a fiscal quarter, which could result in an even nore
i medi ate and serious harmto the trading price of our common stock

Qur quarterly operating results have varied, and it is anticipated that our
quarterly operating results will vary, substantially fromperiod to period
dependi ng on various factors, many of which are outside our control. Due to the
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foregoing factors, we cannot predict with any significant degree of certainty
our quarterly revenue and operating results. Further, we believe that

peri od-to-period conparisons of our operating results are not necessarily a
meani ngf ul i ndi cation of future performance.

Qur Stock Price Is Extrenely Vol atile.

The trading price of our common stock has fluctuated significantly in the past,
and the trading price of our conmon stock is likely to be highly volatile and
could be subject to wide fluctuations in price in response to such factors as:
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Actual or anticipated fluctuations in our operating results;

Announcenent s of technol ogi cal innovations and new products by us or our conpetitors;
New contractual relationships with strategic partners by us or our conpetitors;
Proposed acqui sitions by us or our conpetitors; and

Financial results that fail to neet public market analyst expectations of perfornmance.

In addition, the stock market in general, the NASDAQ National Market and the
mar ket for technol ogy conpanies in particul ar has experienced extrene price and
vol ume fluctuations that have often been unrelated or disproportionate to the
operating performance of such conpanies. These broad market and industry
factors may seriously harmthe market price of our common stock in future

peri ods.

Busi nesses Or Assets W Acquire May Not Perform As Projected.

We have acquired a nunber of technol ogi es, assets and conpanies in recent
years, including the Agilent Technol ogi es' HFSSTM product |ine within the past
five years. As part of our efforts to increase revenue and expand our product
and services offerings we may acquire additional conpanies in the future. In
addition to direct costs, acquisitions pose a number of risks, including
potential dilution of earnings per share, delays and ot her probl ens of
integrating the acquired products and enpl oyees into our business, the failure
to realize expected synergies or cost savings, the failure of acquired products
to achieve projected sales, the drain on managenent time for
acquisition-related activities, possible adverse effects on custonmer buying
patterns due to uncertainties resulting froman acquisition, and assunption of
unknown liabilities. The foregoing factors could seriously harm our business,
financial condition and results of operations.

We May Lose Conpetitive Advantages If Qur Proprietary Rights Are |Inadequately
Pr ot ect ed.

Ansoft's success depends, in part, upon its proprietary technology. W rely on
a conbi nation of trade secrets, copyrights, tradenarks and contractua
conmtrments to protect our proprietary rights in our software products. W
generally enter into confidentiality or license agreements with our enployees,
distributors and custoners, and |limt access to and distribution of our
software, docunentation and other proprietary information. Despite these
precautions, a third party may still copy or otherw se obtain and use our
products or technol ogy without authorization, or devel op simlar technol ogy

i ndependently. In addition, effective patent, copyright and trade secret
protection may be unavailable or limted in certain foreign countries. It is
possible that we may fail to adequately protect our proprietary rights. This
woul d seriously harm Ansoft's busi ness, operating results and financia
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condi ti on.

We May Be Unable To Attract And Retain The Key Managenent And Technica
Per sonnel That We Need To Succeed.

Ansoft's future operating results depend in |large part upon the continued
services of its key technical and managenent personnel. Ansoft does not have
enpl oyment contracts with any executive officer. Ansoft's future success wll
al so depend in large part on its ability to continue to attract and retain
highly skilled technical, nmarketing and managenment personnel. The conpetition
for such personnel, as well as for qualified EDA engineers, is intense. If
Ansoft is unable to attract, hire and retain qualified personnel in the future,
the devel opnent of new products and the management of Ansoft's increasingly
conpl ex business would be inmpaired. This could seriously harm Ansoft's

busi ness, operating results and financial condition

We Depend On International Sales for a Significant Percentage O Qur Revenue.

I nternati onal revenue, principally from Asian customers, accounted for

approxi mately 57% of our total revenue in the years ended April 30, 2005 and
2004. W expect that international |icense and service revenue will continue to
account for a significant portion of our total revenue for the foreseeabl e
future. Qur international business activities are subject to a variety of
potential risks, including:

The i npact of recessionary environments in foreign econom es;

Longer receivables collection periods and greater difficulty in accounts receivable collection;
Difficulties in staffing and managi ng foreign operations;

Political and economic instability;

Unexpect ed changes in regulatory requirenents;

Reduced protection of intellectual property rights in some countries; and

Tariffs and other trade barriers.

Currency exchange fluctuations in countries in which we |license our products
could al so seriously harm our business, financial condition and results of
operations. In addition, the laws of certain countries do not protect our
products and
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intellectual property rights to the same extent, as do the laws of the United
States. Moreover, it is possible that we nay fail to sustain or increase
revenue derived frominternational |icensing and service or that the foregoing
factors will seriously harmour future international |icense and service
revenue, and, consequently, seriously harm our business, financial condition
and results of operations.

We Need To Successfully Manage Qur Expandi ng Operati ons.

Revenues have grown from$8.7 mllion in fiscal 1996 to $67.7 nmillion in fisca
year 2005, and the nunber of enployees has grown from69 in April 1996 to 287
as of April 30, 2005. Ansoft's ability to manage grow h effectively wll
require it to continue to inprove its operational and financial systens, hire
and train new enpl oyees and add additional space, both donestically and
internationally. Ansoft may not be successful in addressing such risks, and the
failure to do so would seriously harm Ansoft's business, financial condition
and results of operations.

10
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We Depend On The Gcowmth O The Communi cations, Sem conductor And El ectronics
| ndustries.

Ansoft is dependent upon the comuni cations and sem conductor industry and,
nore generally, the electronics industry. These industries are characterized by
rapi d technol ogi cal change, short product life cycles, fluctuations in

manuf acturing capacity and pricing and gross margin pressures. Segnents of
these industries have fromtine to tine experienced significant economc
downturns characterized by decreased product demand, production over-capacity,
price erosion, work sl owdowns and | ayoffs. Any significant downturn could be
especially severe on Ansoft. During such downturns, the nunber of new
integrated circuit design projects often decreases. Because acquisitions of new
licenses from Ansoft are |argely dependent upon the comrencenent of new design
projects, any slowdown in these industries could seriously harm Ansoft's

busi ness, financial condition and results of operations.

We Are Controlled By Qur Principal Stockhol ders And Managenent \Wiich May Limt
Your Ability To Influence Stockhol der Matters.

Qur executive officers, directors who are al so principal stockhol ders own
approxi mately 28% of the outstanding shares of Ansoft commpn stock. As a
result, they have the ability to effectively control us and direct our affairs,
i ncluding the election of directors and approval of significant corporate
transactions. This concentration of ownership also may have the effect of

del ayi ng, deferring or preventing a change in control of our conpany and may
make sone transactions nore difficult or inpossible w thout the support of
these stockhol ders. The interests of these stockholders may conflict with those
of other stockhol ders.

Anti - Takeover Provisions in Ansoft's Certificate O Incorporation, Bylaws, And
Under Del aware Law Could Prevent An Acquisition

We have adopted a nunmber of provisions that could have anti-takeover effects.
The Board of Directors has the authority to issue up to 1,000,000 shares of
Preferred Stock without any further vote or action by Ansoft's stockhol ders.
Thi s and other provisions of Ansoft's Certificate of Incorporation, Bylaws and
Del aware Law nay have the effect of deterring hostile takeovers or del aying or
preventing changes in control or managenent, including transactions in which
the stockhol ders of Ansoft mght otherw se receive a premiumfor their shares
over then current market prices.

Tabl e of Contents
| TEM 2. PROPERTI ES

Ansoft occupi es approxi mately 28,000 square feet of space at its headquarters
in Pittsburgh, Pennsylvania under a | ease expiring in 2006. The Company al so

| eases sal es and support offices in North America, Europe and Asia. Qur current
aggregate annual rental expenses for these facilities is approximtely $2.5
mllion. Ansoft believes that its existing facilities are adequate for its
current needs and that suitable additional space will be avail abl e when needed.

| TEM 3. LEGAL PROCEEDI NGS

Fromtinme to tine, we becone involved in various |lawsuits, clains and
proceedi ngs related to the conduct of our business. Based on infornmation
currently avail abl e and advi ce of counsel, Ansoft believes that the eventua
outcome of all claims against the Conpany will not, individually or in the
aggregate, have a material adverse effect on Ansoft's business, consolidated
operating results or financial condition.
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| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None.

10
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PART 11

| TEM 5. MARKET FOR REQ STRANT' S COVMON EQUI TY AND RELATED STOCKHOLDERS MATTERS
AND | SSUER PURCHASES OF EQUI TY SECURI Tl ES

The following table sets forth, for the periods indicated, the range of high
and |ow | ast reported sale prices for the conmon stock as reported on the
NASDAQ Nati onal Market.

Hi gh Low
Fi scal year ended April 30, 2006
1st Quarter (through June 2, 2005) $ 25.58 $ 22.00
Fi scal year ended April 30, 2005

1st Quarter $ 15.28 $ 12.25
2nd Quarter 16. 32 12. 47
3rd Quarter 20. 46 16. 36
4t h Quarter 28. 45 21.19
Fi scal year ended April 30, 2004

1st Quarter $ 11.20 $ 8.05
2nd Quarter 12.43 9.52
3rd Quarter 14. 90 10.91
4th Quarter 15.76 12.85

The Conpany has never paid any cash dividends on its comon stock. We currently
intend to retain the earnings fromoperations for use in the business and do
not anticipate paying cash dividends with respect to our comobn stock in the
foreseeabl e future. The paynment of any future dividends will be determn ned by
the Board of Directors in light of the then current conditions, including but
not limted to the Conpany's earnings and financial condition

On June 2, 2005, the Conpany had 237 sharehol ders of record, of which certain
of the record holders were registered clearing agenci es hol ding commobn stock on
behal f of participants of such clearing agencies.

The following table sets forth, for the period indicated, Equity Conpensation
Plan Information for the Conpany.

Equi ty Conpensation Plan Infornation
As of April 30, 2005

Nunber of
securities to be
i ssued upon Wei ght ed- average Nunber of securities
exerci se of exerci se price of remaining avail able
out st andi ng out st andi ng for future issuance
options, warrants options, warrants under equity
Pl an Cat egory and rights and rights conpensati on pl ans
Equi ty conpensation 2,450, 420 $ 8.06 159, 100

pl ans approved by
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security hol ders
Tot al 2,450, 420 $ 8.06 159, 100

In the fourth quarter of fiscal year ended April 30, 2005, we purchased 50, 750
shares of Treasury Stock at an average price of $24.20. For the fiscal year
ended April 30, 2005, we purchased 783,966 shares of Treasury Stock at an
average price of $16.16. The following table sets forth the Treasury Stock
purchased by nonth for the quarter ended April 30, 2005.

11
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Total nunber of Maxi mum
shares nunber of
repurchased as shares that nmay
Tot al part of publicly yet be
nunber of Aver age announced repur chased
shares price paid pl ans or under the plans
Peri od repurchased per share pr ogr ans or prograns (1)
Feb. 1, 2005 - Feb. 28, 2005 30, 000 $ 23.05 2,241, 987 758, 013
March 1, 2005 - March 31, 2005 12, 500 $ 26.28 2,254, 487 745, 513
April 1, 2005 - April 30, 2005 8, 250 $ 25.24 2,262, 737 737, 263
Tot al 50, 750 $ 24.20

(1) Al repurchases were nade pursuant to a share repurchase program publicly
announced in 1998 and anended in 2002. Unless ternm nated earlier by resolution
of our Board of Directors, the share repurchase programw || expire when we
have repurchased all shares authorized for repurchase thereunder. Under the
pl an the Company is authorized to repurchase 3,000, 000 shares.

| TEM 6. SELECTED CONSOLI DATED FI NANCI AL DATA

The sel ected condensed consolidated financial data should be read in
conjunction with "Managenent's Discussion and Anal ysis of Financial Condition
and Results of Operations" and the Consolidated Financial Statements and

rel ated Notes thereto appearing el sewhere herein

Fi scal Year Ended April 30,
2005 2004 2003 2002 2001
(in thousands, except per share data)
Consol i dated Statenment of Operations

Dat a

Revenue:

Li cense $ 39,322 $ 32,301 $ 27,540 $ 36,683 $ 29,951
Servi ce and ot her 28, 348 22,352 19, 779 16, 752 13, 607
Tot al revenue 67,670 54, 653 47, 319 53, 435 43, 558
Cost of revenue:

Li cense 505 702 683 938 843
Servi ce and ot her 1, 349 1, 155 970 871 701
Total cost of revenue 1, 854 1, 857 1, 653 1, 809 1, 544
G oss profit 65, 816 52, 796 45, 666 51, 626 42,014
Qper at1 ng expenses:

Sal es and marketing 31,108 26, 930 24,611 24, 966 22,025
Research and devel opnent 16, 901 15, 690 18, 588 17, 705 12,711
Ceneral and administrative 4,861 4,488 4,284 4,555 3, 667
Anortization 1, 552 3,182 3,428 4,129 1, 940
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Total operating expenses 54, 422 50, 290 50, 911 51, 355 40, 343
I nconme (loss) from operations 11, 394 2,506 (5, 245) 271 1,671
O her income (expense), net (1) 2,206 904 1,152 1,347 (1,608)
I ncome (loss) before income taxes 13, 600 3,410 (4, 093) 1,618 63
I ncone tax expense (benefit) 4,159 854 (970) 404 908
Net inconme (| oss) $ 9,441 $ 2,556 $ (3,123) $ 1,214 $ (845)
Basic net incone (loss) per share $0.81 $0.22 $ (0.26) $ 0.10 $ (0.07)
Diluted net incone (loss) per share $0.73 $0.19 $ (0.26) $ 0.09 $ (0.07)
Wi ght ed average shares outstanding - 11, 621 11, 672 11, 809 11, 844 11, 690
basi c

Wei ght ed average shares outstanding - 12,946 13, 248 11, 809 13, 649 11, 690
di | ut ed

1- Includes net realized gain (loss) on the sale of narketable securities of
$732, ($7), $113, $0 and ($507) and other than tenporary declines on
mar ket abl e securities of $27, $0, $78, $117 and $3,076 for the fiscal years
ending April 30, 2005, 2004, 2003, 2002 and 2001, respectively.
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April 30,
2005 2004 2003 2002 2001
(i n thousands)
Consol i dat ed Bal ance Sheet Data

Cash and cash equival ents $ 11,910 $ 15,218 $ 7,173 $ 5,269 $ 9,412
Wor ki ng capi tal 7,578 10, 707 8, 965 7,497 11, 653
Total assets 73,421 67,636 63,154 68,224 57,973
Long termliabilities 1,039 10,242 10,000 10,520 9,060
Total stockholders' equity 49, 285 41,686 39,826 43,647 41,595

| TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND RESULTS
OF OPERATI ONS

The foll owi ng Managenment's Di scussion and Anal ysis of Financial Condition and
Results of Qperations contains certain forward-|ooking statenents that involve
substantial risks and uncertainties. Wen used in this Form 10-K, the words
"anticipate," "plan," "believe," "estimte," "expect" and siml|ar expressions
as they relate to Ansoft or its managenent are intended to identify such
forward-1 ooking statenents. Ansoft's actual results, performance or

achi evenents could differ materially fromthe results expressed in, or inplied
by, these forward-I|ooking statenents. Factors that could cause or contribute to
such differences include (1) the degree and rate of growh of the markets in
whi ch Ansoft conpetes and the acconpanyi ng demand for Ansoft's products, (2)
the | evel of product and price conpetition, (3) the ability of Ansoft to
devel op and narket new products and to control costs, (4) the ability to expand
its direct sales force, and (5) the ability to attract and retain key
personnel. Anosft does not undertake to publicly update or revise its
forward-|ooki ng statenents even if experience or future changes nmake it clear
that any projected results expressed or inplied therein will not be realized.

Overvi ew
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Ansoft is a devel oper of electronic design automation ("EDA") software used in
desi gni ng hi gh performance technol ogy products and industries. Ansoft's
software is used by electrical engineers in the design of state of the art
technol ogy products, such as cellular phones, internet networking, satellite
conmuni cati ons systens, conputer chips and circuit boards, and electronic
sensors and notors. Engi neers use our software to maxim ze product performance,
el i m nate physical prototypes, and reduce tinme-to-narket.

Qur overall sales increased this past year. W had an increase in revenues of
23.8% for the fiscal year ended April 30, 2005 as conpared to the prior year
The increase in revenues is primarily attributed to a continued inproving

gl obal econony. Qur business grew in each of our three major regions and across
bot h product I|ines.

Net incone for the fourth quarter was $4.7 mllion conpared to $2.8 mllion net
income during the third fiscal quarter of 2005.

Ansoft's products are classified into two categories, high performance
el ectroni cs and el ectronechanical (EM. The foll owi ng table presents product
sal es by narket application as a percentage of total sales:

2005 2004 2003
Hi gh Performance Electronics 81% 79% 82%
El ect ronechani cal 19% 21% 18%

Critical Accounting Policies

Ansoft's critical accounting policies are as foll ows:

U Revenue Recognition

u Val uati on of Accounts Receivable

u I nmpai rment of Long-Lived Assets

u I nmpai rment of Marketable Securities Available for Sale

u Deferred Tax Asset Val uation All owance
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Revenue Recognition

Revenue consists of fees for |icenses of software products and service and

ot her revenue. Ansoft recognizes revenue in accordance with SOP 97-2, "Software
Revenue Recognition,"” and related interpretations. Accordingly, revenue is
recogni zed when all of the following criteria are net: persuasive evidence of
an arrangenent exists, delivery has occurred, the vendor's fee is fixed or
determ nabl e, and collectability is probable.

Li cense revenue -- Ansoft licenses its software generally on a perpetual basis
with no right to return or exchange the |licensed software. License revenue is
recogni zed based on the residual nethod.

Post contract custoner support ("PCS") for an initial three month period is
bundl ed with the perpetual |icense fee. Revenue related to the three-nmonth PCS
is deferred and recogni zed ratably over the three-month term Ansoft's
vendor - speci fic objective evidence of fair value, or VSOE, for the three-nonth
PCS is based upon the pricing for conparable transacti ons when the elenent is
sol d separately. Ansoft's VSOE for the three-nonth PCS is based upon one fourth
of the customer's annual nmaintenance contract renewal rates.

Servi ce and other revenue consists primarily of PCS revenue. Follow ng the
initial three nonth PCS period, Ansoft offers customers one-year naintenance
contracts generally at 15%of the list price of the respective software
products. Ansoft recognizes all maintenance revenue ratably over the respective
mai nt enance period. Customers typically renew mai nt enance agreenents annually.

Revenue from custoner training, support and other services is recognized as the
service is performed.

Val uati on of Accounts Receivabl e

Management revi ews accounts receivable to deternine which are doubtful of
collection. In naking the determ nation of the appropriate allowance for
doubtful accounts, nanagenent considers Ansoft's history of wite-offs,

rel ati onships with its custoners, and the overall credit worthiness of its
custonmers. The al |l owance for doubtful accounts as of April 30, 2005 and 2004
was $425, 000 and $903, 000 respectively. The decrease in allowance in fisca

2005 was primarily due to wite-offs of $281,000 and a reduction of the reserve
of $197,000 for collections on customer accounts previously reserved for. W
had no significant changes in our collection policies or paynent terns during
the fiscal year ended April 30, 2005.

| npai rment of Long-Lived Assets

The Conpany reviews assets with definite lives for inpairnment whenever events
or changes in circunmstances indicate that the carrying value of the assets nay
not be recoverable. A determination of inpairment is made based on estimates of
future gross undi scounted cash flows. |If such assets are considered to be

i mpai red the anount of the inpairment is based on the excess of the carrying
val ue over the fair value of the assets.

CGoodwi I | and purchased intangibles with indefinite lives are reviewed annual |y
for inpairment. A determination of inmpairment is based on the estinmated fair
val ue of the reporting entity.
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| mpai rment of Marketable Securities Available for Sale

An inpairnent charge is recorded if a decline in the nmarket val ue of any

avail abl e for sale security below cost is deemed to be other than tenporary.
The inmpairnment is charged to earnings and a new cost basis for the security is
est abl i shed.

Deferred Tax Asset Val uati on All owance

Deferred tax assets are recogni zed for deductible tenporary differences, net
operating loss carryforwards, and credit carryforwards. To the extent that it
is more likely than not that sone portion or all of the deferred tax asset will
not be realized, a valuation allowance is established. The conpany considers
projected future taxable income and tax planning strategies in nmaking this
assessnent.
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The judgrments used in applying the above policies are based on managenent's
eval uation of the relevant facts and circunstances as of the date of the
financial statements. Actual results may differ fromthose estimates. See al so
the "Ri sk Factors" under "lItem 1 Business".

Resul ts of Operations

Fi scal Year Ended Fi scal Year Ended
April 30 April 30

Per cent Per cent
(I'n thousands) 2005 2004 Change 2004 2003 Change
Revenue $ 67,670 $ 54,653 23. 8% $ 54,653 $ 47,319 15.5%
Cost of Revenue 1,854 1, 857 (0.2 % 1, 857 1, 653 12. 3%
G oss Profit 65, 816 52,796 24. 7% 52,796 45, 666 15. 6%
Sal es and Marketing 31,108 26, 930 15. 5% 26, 930 24,611 9. 4%
Research and Devel opnent 16, 901 15, 690 7. 7% 15, 690 18, 588 (15.6 %
General and Administrative 4,861 4,488 8. 3% 4,488 4,284 4. 8%
Anorti zation 1,552 3,182 (5.2 % 3,182 3,428 (7.2 %
Total Operating Expenses 54,422 50, 290 8. 2% 50, 290 50, 911 (1.2 9%
Income (loss) from 11, 394 2,506 354.7% 2,506 (5, 245) --
operations
Net realized gain (loss) on 732 (7) -- (7) 113 --
sal e of securities
Q her income and interest 1,474 911 61. 8% 911 1, 039 (12.3 %
expense, net
I nconme (|l oss) before incone 13, 600 3,410 298.8% 3,410 (4, 093) --
t axes
I ncome tax expense 4,159 854 387.0% 854 (970) --
(benefit)
Net inconme (| oss) $ 9,441 $ 2,556 269.4% $ 2,556 $ (3,123) --

Year Ended April 30, 2005 conpared with Year Ended April 30, 2004

Revenue. Total revenue for the fiscal year ended April 30, 2005 increased 23.8%
to $67.7 mllion. License revenue for the fiscal year ended April 30, 2005
increased 21.7%to $39.3 mllion from$32.3 mllion. The increase is attributed
to an inproving econony, particularly an inprovenent in the technol ogy sectors
resulting in an increased demand for our software products worl dwi de. G owth
occurred in both our high performance el ectronics and EM product |ines during
the year. Service and other revenue for the fiscal year ended April 30, 2005
increased 26.8%to $28.3 mllion due to the continued growth of the installed

17



ANSOFT CORP Filing Date: 04/30/05

base of custoners under annual nai ntenance agreements. Deferred revenue as of
April 30, 2005 increased $6.6 million

I nternati onal revenue accounted for 57% of the Conmpany's total revenue in both
of the years ended April 30, 2005 and 2004. Revenue in Asia accounted for 39%
and 40% and revenue in Europe accounted for 18% and 17%in the years ended
April 30, 2005 and 2004, respectively. Cenerally, the Company believes
international sales are subject to additional risks associated with

i nternational operations, including currency exchange fluctuations, tariff
regul ati ons and requirenents for export.

Exchange rates will fluctuate throughout the fiscal year. Wen conparing the
percentage of international revenues to total revenues for the fiscal year
using current year exchange rates for the prior year revenues, the

i nternational revenue as a percentage of total revenue would be 56% of tota
revenue for the fiscal year ended April 30, 2005.

Cost of revenue. Cost of revenue consists primarily of software naterials,
personnel and ot her expenses related to providi ng maintenance, post-contract
customer support, |icenses and upgrades to custoners. Cost of revenue for the
fiscal years ended April 30, 2005 and 2004 was $1.9 million

Sal es and marketing expenses. Sales and marketing expenses consist of salaries;
conmi ssions paid to internal sales and marketing personnel, pronotional costs
and rel ated operating expenses. Sales and marketing expenses increased 15.5%to
$31.1 mllion in the year ended April 30, 2005, as conpared to $26.9 nmillion in
the previous fiscal year. The increase is primarily due to the increased sales
vol ume. Sal es and marketing expenses represented 46% and 49% of total revenue
for the fiscal years ended April 30, 2005 and 2004, respectively.

Research and devel opnment expenses. Research and devel opnent expenses incl ude
all costs associated with the devel opnment of new products and enhancenents to
exi sting products. Total research and devel opment expenses
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increased 7.7%to $16.9 mllion in the year ended April 30, 2005, as conpared
to $15.7 mllion in the previous fiscal year. Total research and devel opnent
expenses increased primarily due to the addition of personnel to neet software
devel opnent requirenments. Research and devel opnent expenses represented 25% and
29% of total revenue in the years ended April 30, 2005 and 2004, respectively.

General and admi nistrative expenses. Ceneral and adm nistrative expenses
increased 8.3%to $4.9 million in the year ended April 30, 2005, as conpared to
$4.5 mllion in the previous fiscal year. The increase is due primarily to
costs associated with conplying with Section 404 of the Sarbanes-Oxley Act.
General and admi nistrative expenses represented 7% and 8% of total revenue in
the years ended April 30, 2005 and 2004, respectively.

Anmortizati on expense. Anortization expense in the fiscal year ended April 30,

2005 was $1.6 mllion, as conpared to $3.2 mllion in the previous fiscal year
The decrease is due to various intangible assets being fully anortized in the
prior fiscal year.

Net realized gain (loss) on sale of securities. Net realized gain for the
fiscal year ended April 30, 2005 was $0.7 mllion conmpared to a net realized
| oss of ($7,000) for the previous fiscal year

O her inconme and interest expense, net. Qher income for the fiscal year ended
April 30, 2005 was $1.5 nillion, an increase fromthe $0.9 nmillion reported in
the previous fiscal year. The increase is primarily due to incone from
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mar ket abl e securities and foreign currency transaction gains.

I ncome tax expense (benefit). In the fiscal year ended April 30, 2005, the
Conmpany recorded tax expense of $4.2 mllion conpared to $0.9 nillion for the
previous fiscal year. The effective tax rate of 30.6% has been inpacted
favorably by approximately 8% as a result of the research and experinentation
credit that is available to the Conpany.

Year Ended April 30, 2004 conpared with Year Ended April 30, 2003

Revenue. Total revenue for the year ended April 30, 2004 increased 15%to $54.7
mllion from$47.3 mllion in the previous fiscal year. License revenue
increased 17%to $32.3 million from$27.5 mllion. The increase is primarily
attributable to i ncreased denand from custoners for our high perfornmance

el ectroni cs and EM products. The increase in revenues can also be attributed to
an i nproving econony, particularly an inprovenment in the technol ogy sectors
resulting in an increased demand for our software products. Service and ot her
revenue increased by 13%to $22.4 million from$19.8 mllion due to the
continued growm h of the installed base of customers. Deferred revenue as of
April 30, 2004 increased $1.1 nmillion

I nternati onal revenue accounted for 57% and 56% of the Conpany's total product
revenue in the years ended April 30, 2004 and 2003, respectively. Revenue in
Asi a accounted for 40% and 41% and revenue in Europe accounted for 17% and 15%
in the years ended April 30, 2004 and 2003.

Cost of revenue. of revenue consists primarily of software nmaterials, personne
and ot her expenses related to providi ng mai ntenance, post-contract custoner
support, licenses and upgrades to custoners and anortizati on of acquired
technol ogy. Qur cost of |icense revenue increased 3% to $702,000 from $683, 000
in the previous fiscal year. This increase was attributable to the increase in
the nunber of new license orders fromthe previous fiscal year. Qur cost of
service and other revenue increased 19%to $1.2 mllion from $970,000 in the
previous fiscal year primarily due to the continued growth in our existing
installed custoner base.

Sal es and marketing expenses. Sales and marketing expenses consist of salaries,
conmi ssions paid to sal es and marketing personnel, pronotional costs and
rel at ed operating expenses. Sales and narketing expenses increased 9% to $26.9
mllion in the year ended April 30, 2004, as conpared to $24.6 mllion in the
previous fiscal year. The increase was due to hi gher comm ssion expense as a
result of a higher |evel of sales. Sales and marketing expenses represented 49%
and 52% of total revenue in the years ended April 30, 2004 and 2003,
respectively. The decrease in the percentage is primarily due to an inprovenent
in operating margins as a result of increased overall sales fromthe prior

year.

Research and devel opnent expenses. Research and devel opnent expenses incl ude
all costs associated with the devel opment of new products and enhancenents to
exi sting products. Total research and devel opment expenses decreased by 16%to
$15.7 mllion in the year ended April 30, 2004, as conpared to $18.6 mllion in
the previous fiscal year. The decrease in research and devel opnment expenses was
primarily attributable to the closing of our Altra
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Br oadband devel oprment site in Irvine, California in the third quarter of fisca
year ended April 30, 2003 and the consolidation of sone research and

devel opnent facilities during the fiscal year ending April 30, 2004. Research
and devel oprment expenses represented 29% and 39% of total revenue in the years
ended April 30, 2004 and 2003, respectively.
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General and adm ni strative expenses. CGeneral and adm nistrative expenses
increased by 5%to $4.5 mllion in the year ended April 30, 2004, as conpared
to $4.3 million in the previous fiscal year. General and adm nistrative
expenses represented 8% and 9% of total revenue in the years ended April 30,
2004 and 2003.

Anmortizati on expense. Anortization expense in the fiscal year ended April 30,
2004 was $3.2 mllion, as conpared to $3.4 mllion the previous fiscal year
The decrease was mainly due to certain intangibles becomng fully anmortized in
the current fiscal year

Net realized gain (loss) on sale of securities. Net realized loss for the
fiscal year ended April 30, 2004 was ($7,000) conpared to a net realized gain
of $0.1 mllion for the previous fiscal year

O her inconme and interest expense, net. Qher income and interest expense for
the year ended April 30, 2004 was $0.9 mllion, conpared to $1 mllion reported
for the previous fiscal year. The decrease is due primarily to | ower interest
rates and investnent returns in the current period.

I ncome tax expense (benefit). In the year ended April 30, 2004, the Conpany
recorded a tax expense of $854,000. The effective tax rate of 25% has been
favorably inpacted by approxinmately 14% as a result of the research and
experimentation credit that is available to the Conpany.

Quarterly Results of Operations

The followi ng table presents unaudited quarterly results for each quarter of
fiscal 2005 and fiscal 2004. The informati on has been prepared on a basis
consi stent with the Conpany's annual consolidated financial statenents and, in
the opi nion of managenent, contains all adjustments, consisting only of norma
recurring adjustments, necessary for a fair presentation of the information for
such periods. The Company's quarterly results have been in the past, and may be
in the future, subject to fluctuations due to increased competition, the timng
of new product announcenents, changes in pricing policies by the Conpany or its
conpetitors, market acceptance of new and enhanced versi ons of the Conpany's
products and the size and timng of significant |license transactions. The
Conpany believes that results of operations for the interimperiods are not
necessarily indicative of the results to be expected for any future period.
Traditionally, sales in the first quarter will decrease fromthe fourth quarter
of the prior fiscal year. Traditionally, revenues will sequentially increase
over the next three quarters of the fiscal year. The fourth quarter is
typically the highest revenue quarter for the fiscal year

Fi scal 2005 Fi scal 2004
April Jan. 31, Cct. 31, July 31, April Jan. 31, Cct. 31, July 31,
30, 30,
2005 2005 2004 2004 2004 2004 2003 2003
(in thousands, except per share data)

Tot al $ 21,666 $ 17,380 $ 15,946 $ 12,678 $ 17,761 $ 13,982 $ 12,258 $ 10,651
revenue
| ncone $6,320 $ 3,642 $ 2,103 $ (671) $ 3,585 $ 1,008 $ (237) $ (1,850)
(loss) from
operations
Net incone $ 4,736 $ 2,784 $ 1,889 $ 30 $ 2,830 $ 941 $ (22) $ (1,192
(1 oss)
Basi ¢ net $0.40 $0.24 $0.16 $0.00 $0.24 $0.08¢% (0.000 $ (0.10
i ncone
(1l oss) per
share

Di | ut ed net $0.36 $0.21 $0.14 $0.00 $0.22 $0.07 $ (0.000 $ (0.10
i nconme

(1 oss) per

share
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Wi ght ed

aver age

number of

shar es

out st andi ng

- basic 11, 866 11, 490 11, 567 11, 664 11, 738 11, 640 11, 637 11, 672
- diluted 13, 064 13, 390 13, 238 13, 314 13, 504 13, 306 11, 637 11, 672

Liquidity and Capital Resources

As of April 30, 2005, Ansoft had $11.9 mllion in cash and cash equival ents,
$28.5 mllion of marketable securities and working capital of $7.6 mllion. Net
cash provided by operating activities in the fiscal year ended April 30, 2005
and 2004 was $16.5 million and $13.8 nmillion, respectively.

Net cash used in investing activities in the fiscal year ended April 30, 2005
and 2004 was $4.8 mllion and $3.9 mllion, respectively. Capital expenditures
were $0.8 million and $1.3 million in the fiscal year ended April 30, 2005 and
2004, respectively. Proceeds fromthe sale of marketable securities were $17.5
mllion and $12.7 mllion in the fiscal year ended April 30, 2005 and 2004,
respectively. Purchases of marketable securities were $21.5 mllion and
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$15.3 mllion in the fiscal year ended April 30, 2005 and 2004, respectively.
The increase in purchases of marketable securities was due to increased cash
resulting fromcash flows from operations.

Net cash used in financing activities was $15.4 nillion and $2.1 nmillion in the
fiscal year ended April 30, 2005 and 2004, respectively. Proceeds fromthe

i ssuance of comon stock were $7.2 mllion and $3.0 mllion in the fiscal year
ended April 30, 2005 and 2004, respectively. Funds used for the repurchase of
common stock were $12.7 mllion and $5.1 mllion in the fiscal year ended Apri
30, 2005 and 2004, respectively. The Company continues to purchase conmon stock
under its share repurchase plan

Ansoft had available a $30.0 mllion secured line of credit froma donestic
financial institution at an interest rate equal to LIBOR plus 50 basis points
or the Bank's prine lending rate, at the Conpany's option. The line of credit
was established in October 2004. As of April 30, 2005, the outstandi ng bal ance
was $0. Ansoft believes that the net cash provided by operating activities wll
be sufficient to meet its anticipated cash needs for working capital and
capital expenditures for the foreseeable future. Thereafter, if cash generated
from operations and existing cash and nmarketable securities are insufficient to
satisfy the Conpany's liquidity requirenments, Ansoft may seek additional funds
through equity or debt financing. There can be no assurance that additiona
financing will be available or that, if available, such financing will be on
ternms favorable to Ansoft.

A summary of Ansoft's significant contractual obligations and commtnents as of
April 30, 2005 is as follows (in thousands):

Cont r act ual

ol igations Total Less than 1 Year 1-3 Years 3-5 Years More than 5
Year s

Operating Lease $ 3,785 $ 1,756 $ 1,603 $ 426

ol i gations
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St ock Repurchase Program The Conpany has consistently repurchased its conmmon
stock in public market transactions over the past several years. During the
fiscal year ended April 30, 2005, the Conpany purchased a total of 783,996
shares of commobn stock at an average price of $16.16. The Conpany utilized
$12.7 mllion in cash to affect these common stock purchases. The Conpany may
choose to continue purchases of its comon stock in the future.

In Cctober 2004, the Conmpany's Board of Directors increased the authorized
share repurchase anount by 1.0 million shares to 3.0 million

The Conpany currently has two stock option plans (1988 Plan and 1995 Pl an).
Under the terns of both plans, options to purchase common stock are granted at
no |l ess than the stock's estimated fair nmarket value at the date of the grant
and may be exercised during the specified future periods as determ ned by the
Board of Directors. Both plans provide that the options shall expire no nore
than ten years after the date of the grant. During the fiscal year 2005,

111, 750 shares were granted at an average exercise price of $14.13. At Apri

30, 2005 options to purchase 1,532,940 shares of common stock were exercisable
at an average exercise price of $7.38.

Foreign Currency Fluctuations. Foreign currency exchange rates positively
affected revenue by approximately $2.2 nmillion, $1.8 mllion and $1.4 mllion
in fiscal 2005, 2004 and 2003, respectively, primarily due to the strengthening
of the Japanese yen and euro in relation to the U S. dollar

Ef fects of Inflation

To date, inflation has not had a material inpact on the Conpany's consolidated
financial results.

Seasonal Effects

Traditionally, sales in the first quarter will decrease fromthe fourth quarter
of the prior fiscal year. Traditionally, revenues will sequentially increase
over the next three quarters of the fiscal year. The fourth quarter is
typically the highest revenue quarter for the fiscal year
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| TEM 7A. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURE ABOUT MARKET RI SK

Interest Rate Risk. The Conpany's exposure to market risk for changes in
interest rates relates primarily to its investnment portfolio. The Conpany
mtigates its risk by diversifying its investnents anbng securities and limts
the amobunt of credit exposure to any one issuer. The Conpany does not hedge any
interest rate exposures. The portfolio includes only marketable securities with
active secondary or resale markets to ensure portfolio liquidity.

Mut ual bond funds are subject to variable interest rates. As of April 30, 2005
and 2004, the Company had mutual bond funds with a carrying value of $11.9
mllion and $17.4 mllion, respectively. The carrying val ue approximates fair
val ue at April 30, 2005. The average rates of return for the nmutual bond funds
at April 30, 2005 and 2004 were 5.63% and 4.91% respectively.

As of April 30, 2004, the Conpany had variable rate debt of $10 million
outstanding with an average interest rate of 1.90%

Foreign Currency Risk. The majority of our foreign currency transactions are
denom nated in the yen or the euro, which are the functional currencies of
Japan and Europe, respectively. As a result of transactions bei ng denoni nated
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and settled in such functional currencies, the risks associated with currency
fluctuations are primarily associated with foreign currency translation
adjustrments. We do not currently hedge agai nst foreign currency translation
ri sks and do not currently believe that foreign currency exchange risk is
significant to our operations due to the short termnature of assets and
liabilities denom nated in foreign currencies.

The average foreign exchange rates used to translate the 2005, 2004 and 2003
statenents of operations were as foll ows:

Fi scal year ended Fi scal year ended Fi scal year ended
Foreign Currency April 30, 2005 April 30, 2004 April 30, 2003

Yen 107.75 113.50 122
Euro 1.24 1.15 .99
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockhol ders
Ansoft Corporation:

We have audited the acconpanyi ng consol i dated bal ance sheets of Ansoft

Cor poration and subsidiaries as of April 30, 2005 and 2004, and the rel ated
consol i dated statenments of operations, stockholders' equity and conprehensive
i ncome and cash flows for each of the years in the three-year period ended
April 30, 2005. In connection with our audits of the consolidated financia
statements, we also have audited the financial statenment schedule as listed in
the acconpanyi ng i ndex. These consolidated financial statenents and financia
statenment schedule are the responsibility of the Conpany's managenent. CQur
responsibility is to express an opinion on these consolidated financia
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statenents and financi al statenment schedul e based on our audits.

We conducted our audits in accordance with the standards of the Public Conpany
Accounting Oversight Board (United States). Those standards require that we
pl an and performthe audit to obtain reasonabl e assurance about whether the
financial statenents are free of material misstatement. An audit includes
exam ning, on a test basis, evidence supporting the amounts and discl osures in
the financial statenents. An audit al so includes assessing the accounting
principles used and significant estinates nmade by managenent, as well as

eval uating the overall financial statenent presentation. W believe that our
audits provide a reasonabl e basis for our opinion

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the financial position of Ansoft Corporation
and subsidiaries as of April 30, 2005 and 2004, and the results of their
operations and their cash flows for each of the years in the three-year period
ended April 30, 2005, in conformty with U S. generally accepted accounting
principles. Also, in our opinion, the related financial statenment schedul e,
when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly, in all naterial respects, the informtion
set forth therein.

We have al so audited, in accordance with the standards of the Public Conpany
Accounting Oversight Board (United States), the effectiveness of Ansoft
Corporation's internal control over financial reporting as of April 30, 2005,
based on the criteria established in Internal Control -- Integrated Framework
i ssued by the Committee of Sponsoring Organizations of the Treadway Conmi ssion
(C0sO) and our report dated May 26, 2005, expressed an unqualified opinion on
managenent's assessnent of, and the effective operation of, internal contro
over financial reporting.

/ s/ KPM5 LLP

Pi tt sburgh, Pennsyl vani a
May 26, 2005
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ANSOFT CORPORATI ON AND SUBSI DI ARI ESCONSOLI DATED BALANCE SHEETS(i n t housands,
except per share anpunts)

April 30, April 30,

2005 2004
Asset s
Current assets
Cash and cash equival ents $ 11,910 $ 15,218
Accounts recei vabl e, net of allowance for doubtful accounts 17, 388 10, 179
of $425 and $903, respectively
Def erred i ncone taxes 229 343
Prepai d expenses and ot her assets 1, 148 675
Total current assets 30, 675 26, 415
Equi prent and furniture, net 2,811 3,598
Mar ket abl e securities 28, 496 25, 502
O her assets 146 383
Def erred i ncone taxes 6, 177 5, 158
Goodwi | | 1, 239 1, 239
Q her intangible assets, net 3,877 5,341
Total assets $ 73,421 $ 67,636

Liabilities and stockhol ders' equity
Current liabilities
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Accounts payabl e $ 231
Accrued payrol | 2,290
Accrued i ncone taxes 415
O her accrued expenses 2,661
Current portion of deferred revenue 17,500
Total current liabilities 23,097
Long-termliabilities

Long-term portion of deferred revenue 1, 039
Li ne of credit --
Total long-termliabilities 1, 039
Total liabilities 24,136

St ockhol ders' equity

Preferred stock, par value $0.01 per share; 1,000 shares --
aut hori zed, no shares outstanding

Common stock, par val ue $0.01 per share; 25,000 shares 140
aut horized; issued 13,901 and 12,778 shares, respectively

and outstanding 12,083 and 11, 744, respectively

Addi tional paid-in capital 70, 410
Treasury stock, 1,818 and 1,034 shares, respectively (21, 762)
Accunul at ed ot her conprehensive incorme (Il o0ss) (338)
Ret ai ned earni ngs (deficit) 835
Total stockhol ders' equity 49, 285
Total liabilities and stockhol ders' equity $ 73,421

See acconpanyi ng notes to consolidated financial statenents.
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58, 562
(9, 090)
691

(8, 606)
41, 686

$ 67, 636

ANSCFT CORPCRATI ON AND SUBSI DI ARI ESCONSCLI DATED STATEMENTS OF OPERATI ONS(i n

t housands, except per share anobunts)

Fi scal Year Ended April 30, 2005 2004 2003
Revenue:

Li cense $ 39,322 $ 32,301 $ 27,540
Servi ce and ot her 28, 348 22,352 19,779
Total revenue 67,670 54, 653 47, 319
Cost of revenue:

Li cense revenue 505 702 683
Servi ce and ot her 1, 349 1, 155 970
Total cost of revenue 1,854 1, 857 1, 653
Gross profit 65, 816 52, 796 45, 666
Oper ati ng Expenses:

Sal es and marketing 31,108 26, 930 24,611
Research and devel opnent 16, 901 15, 690 18, 588
General and administrative 4,861 4,488 4,284
Anortization 1,552 3,182 3,428
Total operating expenses 54, 422 50, 290 50,911
I ncome (loss) from operations 11, 394 2,506 (5, 245)
Net realized gain (loss) on sale of securities 732 (7) 113
O her incone 1,574 1, 145 1, 315
I nt erest expense (100) (234) (276)
I nconme (loss) before inconme taxes 13, 600 3,410 (4,093)
I ncome taxes expense (benefit) 4,159 854 (970)
Net incone (Il oss) $ 9,441 $ 2,556 $ (3,123)
Basi ¢ net income (loss) per share $0.81 $0.22 $ (0.26)
Diluted net incone (loss) per share $0.73 $0.19 $ (0.26)
Wei ght ed average shares outstanding - basic 11, 621 11, 672 11, 809

Wei ght ed average shares outstanding - diluted 12,946 13, 248 11

' 809
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See acconpanyi ng notes to consolidated financia
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st atenents.

ANSOFT CORPORATI ON AND SUBSI DI ARI ESCONSOLI DATED STATEMENTS OF STOCKHOLDERS
EQUI TY AND COWVPREHENSI VE | NCOME(i n t housands)

Conpr ehensi ve Common
i ncome (1l oss) Shares
Bal ance, April 12, 196
30, 2002
Pur chase of --
treasury stock
| ssuance of 100
common st ock
Tax effect of --
stock option

exerci ses

Net incone $ (3,123) --
Forei gn currency 394 --
transl ation

Recl assification 78 --
adj ust ment

Change in 529 --

unreal i zed | oss
on mar ket abl e
securities

Conpr ehensi ve

| oss

Bal ance, April 12, 296
30, 2003

Pur chase of --
treasury stock

| ssuance of 482
common st ock

Tax effect of --
stock option

$ (2,122) --

exer ci ses

Net income $ 2,556 --
Forei gn currency 267 --
transl ation

Recl assi fication 7 --
adj ust ment

Change in 1,120 --

unreal i zed | oss

on mar ket abl e

securities

Conpr ehensi ve $ 3,950 --
i ncone

Bal ance, Apri l 12,778
30, 2004

Pur chase of --
treasury stock

| ssuance of 1,123
common st ock

Tax effect of --

St ock
Anount
$ 122

Treasury Stock

Addi ti ona
Pai d-in

Capi t al Shar es
$ 54,939  (263)
-~ (364)
493 --
90 --
$ 55,522 (627)
--(407)
2,363 --
677 --
$ 58,562 (1,034)
-- (784)
7,232 --
4,616 --

Anount

$ (1,671)

(2, 283)

$ (3,954)

(5, 136)

$ (9, 090)

(12, 672)

Accunul at ed
O her

Conpr ehensi ve
i ncome (| o0ss)
$ (1,704)

394
78

529

$ (703)

267

1,120

Accumnul at ed
Deficit
$ (8,039)

(3,123)

$ (11, 162)

$ (8, 606)
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stock option

exerci ses

Net incone $ 9,441 -- -- .- .-
Forei gn currency 359 -- -- -- --
transl ation

Recl assification (705) -- -- -- --
adj ust ment

Change in (683) -- -- -- --

unrealized gain

on nmar ket abl e

securities

Conpr ehensi ve $ 8,412 -- -- -- --
i ncone

Bal ance, April 13,901 $ 140 $ 70,410 (1,818) $ (21,762)

30, 2005

See acconpanyi ng notes to consolidated financial statenents.
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ANSOFT CORPORATI ON AND SUBSI DI ARl ESCONSOLI DATED STATEMENTS OF CASH FLOWS(i n

t housands)

Fi scal year ended April 30,
2005 2004 2003

Cash flows fromoperating activities
Net inconme (| oss) $ 9,441 $ 2,556 $ (3,123)
Adj ustnents to reconcile net inconme (loss) to net cash
provi ded by operating activities
Depr eci ation 1, 608 1,536 1, 838
Anortization 1,879 3,322 3,724
Def erred taxes (905) (282) (408)
| mpai rment charge to equi pnent -- -- 407
Non- cash charge on marketabl e securities 27 -- 78
(Gain) loss on sale of marketable securities (732) 7 (113)
Changes in assets and liabilities, net of effect from
acqui sitions
Account s receivabl e (6, 862) 3,789 1, 076
Prepai d expenses and ot her assets (490) 167 163
QO her long-termassets and liabilities, net 196 53 (589)
Account s payabl e and accrued expenses 6, 108 1, 566 (843)
Def erred revenue 6, 224 1, 056 1,964
Net cash provided by operating activities 16, 494 13,770 4,174
Cash flows frominvesting activities
Pur chases of equi pnent and furniture (797) (1,305 (755)
Proceeds fromthe sal e of equipnent -- -- 395
Proceeds fromthe sale of narketable securities 17,531 12,723 6, 983
Purchase of marketable securities (21,537) (15, 320) (5, 648)
Net cash (used in) provided by investing activities (4,803) (3,902) 975
Repaynent of line of credit (10, 000) -- --
Payment of note payabl e -- -- (1, 850)
Purchase of treasury stock (12,672) (5, 136) (2,283)
Proceeds fromthe issuance of common stock, net 7,243 3, 046 494
Net cash used in financing activities (15, 429) (2,090 (3,639)
Ef fect of exchange rate changes 430 267 394
Cash and cash equival ents at begi nni ng of year 15, 218 7,173 5,269
Cash and cash equivalents at end of year $ 11,910 $ 15,218 $ 7,173

Suppl erent al di scl osures of cash fl ow information
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Cash paid for incone taxes $ 856 $ 234 $ 276
Cash paid for interest $ 106 $ 99 $ 846

See acconpanyi ng notes to consolidated financial statenents.
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ANSCFT CORPORATI ON AND SUBSI DI ARI ESNOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
(in thousands, except per share anopunts)

1. Nature of Business and Summary of Significant Accounting Policies

Nat ure of Busi ness

Ansoft Corporation ("Ansoft" or the "Conpany") is a devel oper of electronic
desi gn automation ("EDA") software used in high performance technol ogy products
and industries. Ansoft's software is used by electrical engineers in the design
of state of the art technol ogy products, such as cellular phones, internet
networ ki ng, satellite comruni cati ons systens, conputer chips and circuit

boards, and el ectronic sensors and notors.

Princi pl es of Consolidation and Basis of Presentation

The acconpanyi ng consol i dated financial statenents include the accounts of the
Conpany and its subsidiaries. Al interconpany transacti ons have been
elimnated. In July 2000, Ansoft announced its formation of Altra Broadband to
pursue the devel opnent of critical intellectual property and products for

br oadband wi rel ess and optical comunications. In spite of certain technica
successes, profitable deploynment of intellectual property devel oped by Altra
Broadband' s Irvine Technol ogy Center in this tel ecomenvironnent was deened
unlikely in the near term As such, the Conpany cl osed the Irvine Technol ogy
Center during the quarter ended October 31, 2002, resulting in a restructuring
charge of $532 that is included in "Research and devel opnent expense."

The restructuring was conpleted in the quarter ended Cctober 31, 2002. The
total $532 restructuring charge was conprised of a $407 charge for the

i mpai rment of fixed assets and a charge of $125 for the renmaining | ease
obligations for which a liability was recorded as of Cctober 31, 2002. The
i mpai rment charge was based on third-party offers to purchase the renaining
assets.

Use of Esti mates

The preparation of consolidated financial statements in conformty with US
general | y accepted accounting principles requires managenent to nake estinmates
and assunptions that affect the reported ampunts of assets, liabilities,
revenues and expenses and di sclosure of contingent assets and liabilities. The
estimates and assunptions used in the acconpanyi ng consolidated financia
statenments are based on managenent's eval uation of the rel evant facts and
circunstances as of the date of the consolidated financial statements. Actua
results may differ fromthose estinmates.

Cash Equi val ents

The Conpany considers all highly liquid investments with an original maturity
of three nonths or |ess when purchased to be cash equival ents.

Mar ket abl e Securities

Mar ket abl e securities consist of corporate bonds, bond and government agency
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mut ual funds, and nortgage backed securities that are classified as avail able
for sale as of April 30, 2005 and 2004. Marketabl e securities available for
sal e are recorded at fair market val ue based on quoted market prices and any
unreal i zed gains or |osses are recorded as a separate component of

stockhol ders' equity. Costs of investnents sold/ held are determ ned on the
average cost nmethod and are classified as non-current. An inpairment charge is
recorded if a decline in the market value of any avail able for sale security
bel ow cost is deenmed to be other than tenporary. The inpairment is charged to
earnings and a new cost basis for the security is established. Dividend and

i nterest incone are recogni zed when ear ned.

Equi prent and Furniture

Equi pnrent and furniture are stated at cost |ess accunul ated depreciati on and
anortization. Depreciation for financial reporting purposes is conputed using

the straight-line nethod based upon the estimted useful lives of the assets,
which range fromthree to seven years. Assets acquired under capital |eases and
| easehol d i nprovenments are anortized over their useful life or the |ease term

as appropri ate.
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CGoodwi I | and Ot her Intangible Assets

Goodwi I | and ot her intangi ble assets, which include custoner lists, a

non- conpet e agreenent, and purchased technol ogy, are stated at cost |ess
accunul ated depreciation and are reviewed periodically (at |east annually) for
i mpai rment. The non-conpete agreenent is related to Agilent's HFSSTM software
purchased on May 3, 2001. Purchased technol ogy represents acquired software

whi ch has been fully devel oped, achi eved technol ogical feasibility, reached
commercial viability, and is generating revenue. In accordance with Statenent
of Financial Accounting Standards ("SFAS') No. 142, "CGoodwi ||l and O her

I nt angi bl e Assets" which was adopted on May 1, 2002 (the begi nning of Ansoft's
fiscal year 2003), goodw Il and purchased Intangibles with indefinite usefu
lives are no |longer anortized but are reviewed periodically (at |east annually)
for inpairment. Accordingly, Ansoft has ceased to anortize approxi mately $1.2
mllion of goodwill, net of ampbrtization, including workforce intangibles that
wer e subsured into goodwi Il upon adopti on of SFAS No. 142. Acquired intangibles
with definite lives are anortized on a straight-line basis over the remaining
estimated econonmic life of the underlying products and technol ogi es (origina
lives assigned are three to seven years), and reviewed for inpairnent in
accordance with SFAS No. 144, "Accounting for Inpairnment or D sposal of
Long-lived Assets."

The Conpany reviews the realizability of acquired technol ogy, goodw Il and

ot her intangi bles on an ongoing basis, and if there is an indication of

i mpai rment, the Conpany perfornms procedures under the applicable accounting
pronouncenents to quantify any inmpairment that exists. Determ ning the anount
of inpairnent of these assets requires the Conpany to estimate future cash

fl ows and make judgnents regardi ng di scount rates and other variabl es that

i mpact the net realizable value or fair value of those assets, as applicable.
Actual future cash flows and other assunmed variables could differ fromthese
esti mat es.

| mpai rment of Long-Lived Assets

SFAS No. 144 provides a single accounting nodel for |ong-lived assets to be

di sposed of. SFAS No. 144 al so changes the criteria for classifying an asset
hel d for sal e; and broadens the scope of businesses to be disposed of that
qualify for reporting as di scontinued operati ons and changes the tining of
recogni zi ng | osses on such operations. The Conpany adopted SFAS No. 144 on My
1, 2002. The adoption of SFAS No. 144 did not affect the Conmpany's financia
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statenents.

In accordance with SFAS No. 144, long-lived assets, such as property, plant and
equi prent, and purchased intangi bl es subject to anortization, are reviewed for

i mpal r ment whenever events or changes in circunstances indicate that the
carryi ng anount of the asset may not be recoverable. Recoverability of assets
to be held and used is measured by a conparison of the carrying anount of an
asset to estimated undi scounted future cash flows expected to be generated by
the asset. If the carrying amount of an asset exceeds its estimated future cash
flows, an inpairnent charge is recognized by the anpbunt by which the carrying
amount of an asset exceeds the fair value of the asset.

Revenue Recognition

Revenue consists of fees for |icenses of software products and service and

ot her revenue. Ansoft recognizes revenue in accordance with SOP 97-2, "Software
Revenue Recognition," and related interpretations. Accordingly, revenue is
recogni zed when all of the following criteria are net: persuasive evidence of
an arrangenent exists, delivery has occurred, the vendor's fee is fixed or
determ nable, and collectibility is probable.

Li cense revenue -- Ansoft licenses its software generally on a perpetual basis
with no right to return or exchange the |licensed software. License revenue is
recogni zed based on the residual nethod.

Post contract custoner support ("PCS") for an initial three month period is
bundl ed with the perpetual |icense fee. Revenue related to the three-nmonth PCS
is deferred and recogni zed ratably over the three-month term Ansoft's
vendor - speci fic objective evidence of fair value, or VSOE, for the three-nonth
PCS is based upon the pricing for conparable transacti ons when the elenent is
sol d separately. Ansoft's VSOE for the three-nonth PCS is based upon one fourth
of the customer's annual nmaintenance contract renewal rates.

Servi ce and other revenue consists primarily of PCS revenue. Follow ng the
initial three nonth PCS period, Ansoft offers customers one-year naintenance
contracts generally at 15%of the list price of the respective software
products. Ansoft recognizes all maintenance revenue ratably over the respective
mai nt enance period. Customers typically renew mai nt enance agreenents annually.
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Revenue from custoner training, support and other services is recognized as the
service is performed.

Deferred revenue

Ansoft's deferred revenue consi sts of unearned revenue on annual nai nt enance
contracts and the deferred conponent of PCS

Sof t war e Devel opnment Costs

The Conpany accounts for software devel opment costs in accordance with SFAS No.
86, "Accounting for the Costs of Conmputer Software to be Sold, Leased or

O herwi se Marketed." Software devel opnent costs are capitalized begi nning when
a product's technol ogical feasibility has been established by conpletion of a
wor ki ng nodel of the product and endi ng when a product is available for genera
rel ease to custonmers. Conpletion of a working nodel of the Conpany's products
and general release have generally coincided. As a result, the Conpany has not
capitalized any software devel opment costs for any periods presented since the
amounts have not been nateri al
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| ncone Taxes

The Conpany accounts for incone taxes using the asset and liability nethod.
Under the asset and liability method, deferred tax assets and liabilities are
recogni zed for the future tax consequences attributable to differences between
the financial statenent carrying anpbunts of existing assets and liabilities and
their respective tax bases. Deferred tax assets are recogni zed for deductible
temporary differences, net operating |oss carryforwards, and credit
carryforwards if it is nore likely than not that the tax benefits will be
realized. To the extent a deferred tax asset cannot be recogni zed under the
preceding criteria, a valuation allowance is established.

Net I nconme (Loss) Per Share

Basi ¢ net incone (loss) per share is cal cul ated using the wei ghted-average
nunber of comon shares outstanding during the period. Diluted net income per
share is conputed using the wei ghted-average nunber of commpn shares and
potentially dilutive commobn shares outstanding during the period. Potentially
di luti ve common shares consist of the increnmental comon shares issuabl e upon
the exercise of enployee stock options, and are conputed using the treasury
stock nethod. Potentially dilutive common shares are excluded fromthe
calculation if their effect is antidilutive. Since there was a net loss for the
fiscal year ended April 30, 2003, stock options totaling 551 shares were
excluded fromthe diluted earnings per share cal cul ati on because their

i ncl usi on woul d have been anti-dilutive. Al unexercised stock options for the
fiscal year ended April 30, 2005 are included in the conputation of diluted
ear ni ngs per share. Unexercised stock options of 206 shares for the year ended
April 30, 2004 are not included in the conmputation of diluted earnings per
share because the option exercise price was greater than the average narket
price, and therefore their inclusion wuld have been anti-dilutive.
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The following is a reconciliation of the nunerators and denomi nators of the
basi ¢ and diluted EPS conputations for the years presented:

I ncome (loss) Shares Per share anpunt
Fi scal year ended April 30, 2005
Basi ¢ net inconme per share $ 9,441 11,621 $ 0.81
Effect of dilutive securities:

St ock options -- 1,325 (0.08)
Diluted net income per share $ 9,441 12,946 $ 0.73
Fi scal year ended April 30, 2004

Basi ¢ net inconme per share $ 2,556 11,672 $ 0.22
Ef fect of dilutive securities:

St ock options -- 1,576 (0.03)
Dl uted net incone per share $ 2,556 13,248 $ 0.19
Fi scal year ended April 30, 2003

Basic net |oss per share $ (3,123) 11,809 $ (0.26)
Ef fect of dilutive securities:

St ock options -- -- --
Di | uted net |oss per share $ (3,123) 11,809 $ (0.26)

St ock- Based Comnpensati on

The Conpany accounts for stock-based conpensation in accordance with the

Fi nanci al Accounting Standards Board's ("FASB") SFAS No. 123 "Accounting for
St ock- Based Conpensation." This statement permts a conpany to choose either a
fair value based nmethod of accounting for its stock-based conpensation
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arrangenents or to conmply with the Accounting Principles Board ("APB") Opinion
No. 25 intrinsic value based nethod, adding pro forma disclosures of net incone
and earni ngs per share conputed as if the fair value based nethod had been
applied in the financial statenents. The Conpany has adopted SFAS No. 123 by
retaining the APB Opinion No. 25 nmethod of accounting for stock-based
conpensation with pro forma di scl osures of net incone and earnings per share.
The pro forma effects of stock options on the Conpany's net inconme (loss) for
those periods may not be representative of the pro forma effect for future
peri ods due to the inpact of vesting and potential awards. Pursuant to APB

Qpi nion No. 25 the Conpany did not recognize conmpensation expense in its
statenents of operations for the fiscal years ended April 30, 2005, 2004 and
2003.

Pro forma information regardi ng net inconme and earnings (loss) per share is
required by SFAS No. 123. This information is required to be determned as if
the Conpany had accounted for its enpl oyee stock options (including shares
i ssued under the Stock Purchase Plan, collectively called "options") granted
subsequent to April 30, 1995 under the fair value nmethod prescribed by SFAS No.
123. The fair value of options granted in fiscal years 2005, 2004 or 2003 has
been estimated at the date of grant using a Bl ack-Schol es option pricing nodel
with the foll owi ng weighted average assunpti ons:

Fi scal year ended Apri
30,
2005 2004 2003

Ri sk-free rate (% 4.02 2.00 2.00
Volatility (9% 70. 65 115.40 110.00
Expected life (in years) 6. 00 6. 00 7.50
Dividend yield (% 0.00 0.00 0.00
29
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The Bl ack-Schol es option val uati on nbdel was devel oped for use in estinmating
the fair value of traded options that have no vesting restrictions and are
fully transferable. In addition, option valuation nodels require the input of
hi ghl y subj ective assunptions, including the expected stock price volatility.
Because the Conpany's options have characteristics significantly different from
those of traded options, and because changes in the subjective input
assunptions can materially affect the fair value estimate, in the opinion of
managenment, the existing nodels do not necessarily provide a reliable single
nmeasure of the fair value of its options. However, based solely on this

anal ysis, the weighted average estimated fair val ue of enployee stock options
granted during 2005, 2004 and 2003 was $9.29, $7.78 and $4.65 per share,
respectively.

For purposes of pro fornma disclosures, the estinmated fair value of the options

is anortized to expense over the options' vesting period. The Conmpany's pro
forma information foll ows:

Fi scal year ended Apri
30

2005 2004 2003
Net incone (loss), as reported $ 9,441 $ 2,556 $ (3, 123)
Deduct: Total stock-based enpl oyee compensati on (2,289) (2,469) (2, 956)
expense determ ned under fair val ue based nethod, net
of tax
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Pro forma net inconme (| oss) $ 7,152 $ 87 $ (6,079)
Pro forma net incone (loss) per basic common share $0.62 $0.01 $ (0.51)
Pro forma net incone (loss) per diluted coomon share $ 0.55 $ 0.01 $ (0.51)

Because t he Company antici pates maki ng additional grants and options vest over
several years, the effects on pro forma di sclosures of applying SFAS No. 123
are not likely to be representative of the effects on pro forma discl osures of
future years.

Conpr ehensi ve | ncone

Conpr ehensi ve i ncome i ncludes foreign currency translation gains and | osses and
ot her unrealized gains and | osses related to marketable securities that have
been previously excluded fromnet income and reflected instead in equity. The
Conpany has reported the conponents of conprehensive inconme, net of tax of $0
in 2005, 2004 and 2003 in its consolidated statenments of stockholder's equity
and conprehensi ve i ncorme.

The conponents of accunul ated ot her conprehensive (loss) incone are as foll ows
net of tax:

April 30,
2005 2004
Foreign currency translation gain (loss) $ 276 $ (83)
Unrealized (loss) gain on available for sale securities (614) 774
Accunul at ed ot her conprehensive (loss) incone $ (338) $ 691

Foreign Currency Translation

The functional currency of the Conpany's foreign subsidiaries is the respective
| ocal currency. Accordingly, assets and liabilities are translated to United
States dollars at the exchange rates in effect as of the bal ance sheet date,
and results of operations are translated using the average rates in effect for
the period presented. Transaction gains and | osses, which are included in other
income in the acconpanying consolidated statements of income, have not been
significant.

Fair Val ue of Financial Instruments

The carrying value and fair value of the Conpany's receivabl es, payables and
debt obligations are estinmated to be substantially the sanme at April 30, 2005
and 2004.
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Recl assi ficati on

Certain anpbunts from prior years have been reclassified to conformw th the
current year's presentation

2. Recent Accounting Pronouncenents

On Decenber 16, 2004, the FASB issued FASB Statenment No. 123R " Share-Based
Payment". The Conpany will transition to the new requirenments of the Statenent
by using the nodified prospective transition method. This method requires
conpensation cost to be recognized on the date of adoption for any outstanding
unvest ed share-based paynents, based on the grant date fair value as cal cul ated

33



ANSOFT CORP Filing Date: 04/30/05

under SFAS No. 123. As originally issued, Statement No. 123R was to becone
effective for the Conpany in its fiscal 2006 second quarter. However, on Apri
14, 2005, the SEC announced that it would not require registrants to adopt
Statement No. 123R until at |east the beginning of the first fiscal year

begi nni ng after June 15, 2005 (for the Conpany, fiscal 2007). The Conpany is
currently evaluating the transition provisions of this standard.

On March 29, 2005, the Securities and Exchange Conmi ssion (SEC) staff issued
Staff Accounting Bulletin No. 107, "Share-Based Paynent" (SAB No. 107), which
expressed the SEC staff's views on Statement No. 123R but did not nodify any
of Statenment No. 123R s provisions. The Conpany is evaluating the views
expressed by the SEC in SAB No. 107 in conjunction with its assessnent of
Statement No. 123R s inpact to the Conpany.

3. Equi prent and Furniture

Equi pnent and furniture consist of the foll ow ng:

April 30,

2005 2004
Conput ers and equi pment $ 7,168 $ 7,410
Furniture and fixtures 1,675 1,610
Leasehol d i nmprovenents 929 873

9,772 9,893
Less all owances for depreciation and anortization 6, 961 6, 295
$ 2,811 $ 3,598

4. Ot her Intangible Assets

O her intangi ble assets consist of the follow ng:

April 30,

2005 2004
Custoner |i st $ 18,488 $ 18, 488
Non- compet e 2,500 2,500
Pur chased t echnol ogy 2,230 2,230
Trademar k 212 212

23, 430 23, 430
Less al |l owances for anprtization 19, 553 18, 089
$ 3,877 $ 5,341

These intangi bl e assets are anortized over their estimated useful |ives,
rangi ng between three and seven years. There are no expected residual val ues
related to these intangi ble assets. Estimated fiscal year anortization expense
is as follows: 2006 - $1,435; 2007 - $1,272; and 2008 - $1, 170.
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5. Marketable Securities

Mar ket abl e securities, classified as available for sale, are sunmari zed as
foll ows:

Anprtized Unrealized Unrealized Market
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cost Gain (1 oss) val ue

April 30, 2005

Mut ual Bond Funds $ 11,861 $ 99 $ (425) $ 11,535
Cor por at e Bonds 17, 249 45 (333) 16, 961
Total marketable securities $ 29,110 $ 144 $ (758) $ 28,496
April 30, 2004

Mut ual Bond Funds $ 17,413 $ 1,183 $ (290) $ 18,306
Mort gage Backed Securities 4,251 -- (48) 4,203
Cor por at e Bonds 3,064 -- (71) 2,993

Total marketable securities $ 24,728 $ 1,183 $ (409) $ 25,502

O her incone consists of dividend and interest incone and other than tenporary
declines in fair value of marketable securities. Dividend and interest income
was $1, 535 $1, 145 and $1,315 in fiscal year 2005, 2004 and 2003, respectively.
Ot her than tenporary declines were $27, $0 and $78 in fiscal year 2005, 2004
and 2003, respectively.

G oss realized gains on the sale of marketable securities were $828, $0 and
$113 in fiscal year 2005, 2004 and 2003, respectively. Goss realized | osses on
the sale of marketable securities were $96, $7 and $0 in fiscal year 2005, 2004
and 2003, respectively.

The following table sets forth certain information relating to the estimated

fair value and unrealized | osses on marketable securities available-for-sale as

of April 30, 2005. Unrealized | osses have been segregated into those existing
for less than twelve nonths and those existing for twelve nonths or |onger

Less than 12 nont hs 12 nmonths or Tot a
| onger
Fair Unrealized Fair Unreal i zed Fair Unreali zed
Description of Securities Value Losses Val ue Losses Val ue Losses
Mut ual Bond Funds $ 6,657 $ 271 $ 2,789 $ 154 $ 9, 446 $ 425
Cor por at e Bonds $ 11,099 $ 274 $ 1,267 $ 59 $ 12,366 $ 333
Tot al $ 17,756 $ 545 $ 4,056 $ 213 $ 21,812 $ 758

At April 30, 2005, the contractual maturities of the debt securities avail able
for sale are:

Anortized Cost Fair Value
Due in one year or |ess

Due after one year through five years $ 8,896 $ 8,709
Due after five years through ten years $ 8,353 $ 8,252
Due after ten years -- --
Tot al $ 17, 249 $ 16, 961

It is the Conpany's policy to reviewthe fair value of these nmarketable
securities on a regular basis to determ ne whether its investnents are

ot her-than-tenporarily inpaired. If the Conmpany believes the carrying val ue of
an investnment Is in excess of its fair value, and this difference is

ot her-than-tenporary, it is the Conpany's policy to wite down the investnent
to reduce its carrying value to fair val ue.
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6. Line of Credit
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On Cctober 21, 2004, the Company entered into a one year secured credit
facility, with an aggregate commitnment of up to $30 million, with a donestic
financial institution (the "Bank"). The facility replaced the Company's $20
mllion secured facility which was terminated during the first quarter of
fiscal 2005. At the Conpany's option, borrow ngs under the credit facility bear
interest at either the Bank's prime lending rate or the LIBOR rate plus a
margi n of 50 basis points. The facility is secured by the Conpany's narketabl e
securities.

The ability of the Conpany to borrow under the credit facility is subject to
our ongoi ng conpliance with certain financial and other covenants, including a
tangi bl e net worth covenant. As of April 30, 2005, the Conpany was in
conpliance with its covenants under the credit facility.

As of April 30, 2005, the Conmpany had no borrow ngs under the credit facility.
As of April 30, 2004, the Conpany had variable rate debt of $10 million
outstanding with an average interest rate of 1.90%

7. Leases

The Conpany | eases its corporate headquarters in Pittsburgh, Pennsylvania, and

other facilities under operating | ease agreenents that expire over the next

five years. Rental expense incurred by the Conpany under operating |ease

agreenents total ed $2,499, $2,500 and $2,658 for the years ended April 30,

2005, 2004 and 2003, respectively. The future m nimum | ease paynents for such
operating | eases as of April 30, 2005, are:

Year ending April 30,

2006 1, 756
2007 891
2008 712
2009 421
2010 5

8. Common Stock Options

The Conpany's 1988 Stock Option Plan (1988 Plan) authorizes the issuance of 850
shares of comon stock for the grant of incentive or nonstatutory stock options
to enpl oyees and directors. Under the ternms of the 1988 Pl an, options to
purchase common stock are granted at no |l ess than the stock's estimated fair
mar ket value at the date of the grant and may be exerci sed during specified
future periods as determned by the Board of Directors. The 1988 Pl an provides
that the options shall expire no nore than ten years after the date of the
grant.

The Conpany's 1995 Stock Option Plan (1995 Pl an) authorizes the issuance of
3,500 shares of common stock for the grant of incentive or nonstatutory stock
options to enployees and directors. Under the terns of the 1995 Plan, options
to purchase common stock are granted at no |l ess than the stock's estimated fair
mar ket value at the date of the grant and may be exercised during specified
future periods as determned by the Board of Directors. The 1995 Pl an provides
that the options shall expire no nore than ten years after the date of the
grant.

Shares underlyi ng outstandi ng opti ons under the 1988 Plan and the 1995 Plan are
as follows:

Shar es Under | yi ng Qut standi ng
Opt i ons
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Shar es Price

Qut st andi ng, April 30, 2002 3,637 $ 1.75--%$13.55
G anted 651 $ 9.03--$13.55
Exer ci sed (93) $ 1.75--%$9.75
Ter mi nat ed (212) $ 4.75--%$12.95
Qut st andi ng, April 30, 2003 3,983 $ 1.75--%$13.55
G ant ed 79 $ 8.05--%10.91
Exer ci sed (482) $ 1.75--%$12.95
Termi nat ed (116) $ 4.75--%$12.95
Qut st andi ng, April 30, 2004 3,464 $ 1.75--$13.55
G anted 112 $ 12.47--%$21.19
Exer ci sed (1,123) $ 1.75--%$13.55
Ter mi nat ed 3) $ 4.75--%$12.95
Qut st andi ng, April 30, 2005 2,450 $ 3.50--%21.19
33
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Options to purchase 1,533 shares of common stock were exercisable as of Apri
30, 2005 and options to purchase 159 shares of commopn stock were avail able for
future grant as of April 30, 2005.

The followi ng table sunmarizes information about stock options outstanding as
of April 30, 2005:

Opti ons Qut st andi ng Opti ons Exerci sabl e
Wei ght ed-

Nunber Aver age Wi ght ed- Nunber Wi ght ed-

Range O Qut st andi ng Remai ni ng Average Exercisable Aver age
Exerci se at April 30, Contractual Exercise at April 30, Exercise

Prices 2005 Life Price 2005 Price
$3. 50- $5. 13 931 5.0 $ 5.07 654 $ 5.10
$5. 50- $8. 25 301 4.8 $ 6.33 262 $ 6.24
$8. 31-$12. 47 798 6.7 $ 9.42 432 $9.11
$12. 85- $16. 36 412 7.0 $ 13.20 185 $ 12.98
$21. 19 8 9.8 $ 21.19 0 $ 21.19

9. Segment Reporting, Export Sales and Credit Risk

The Conpany has adopted the provisions of SFAS No. 131, "Discl osures about
Segnments of an Enterprise and Related Information", which requires the
reporting of segment information using the "nanagenent approach”. Under this
approach, operating segnents are identified in substantially the sane manner as
they are reported internally and used by the Conpany's chi ef operating decision
maker ("CODM') for purposes of evaluating performance and all ocating resources.
Ansoft's chief operating decision maker is its President and Chi ef Executive
Oficer, or CEQO. Based on this approach, the Company has one reportabl e segnent
as the CODM reviews financial information on a basis consistent with that
presented in the consolidated financial statenents.

Ansoft's products are classified into two categories, high performance

el ectroni cs and el ectronechani cal (EM. Ansoft's CEO revi ews sal es by product

category. The follow ng table presents product sales by nmarket application as a
percentage of total sales:

2005 2004 2003
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H gh Performance El ectronics 81% 79% 82%
El ect r onechani cal 19% 21% 18%

Profitability information by product category is not avail abl e as operating
expenses and ot her incone and expense itens are managed on a functional basis.

Export sales, principally to Asia, accounted for 57% 57% and 56% of tota
product revenue in 2005, 2004 and 2003, respectively. Included in export sales
to Asia were sales to Japan, which accounted for approximately 22% 23% and 21%
of total revenue in fiscal 2005, 2004 and 2003, respectively. No other foreign
country accounted for nore than 10% of total revenue during these periods. As

of April 30, 2005 and 2004, there were net assets of $ 7.7 mllion and $5.1
mllionin Asia and $1.3 million and $1.4 nmillion in Europe.

The Conpany markets its software products to custoners throughout the world
directly and generally does not require collateral. However, letters of credit
are obtained fromcertain international custonmers prior to shipnent. The
Conpany performs ongoing credit evaluations of its custoners and naintains an
al l owance for potential credit |osses. The Conpany believes that it has
adequately provided for credit |osses.
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10. I nconme Tax

I ncome (loss) before taxes includes domestic and foreign incone as follows:

April 30,
2005 2004 2003
Donestic $ 12,470 $ 1,648 $ (4, 363)
For ei gn 1, 130 1,762 270
Tot al $ 13,600 $ 3,410 $ (4,093)

The provision for incone taxes consists of the follow ng:

April 30,

2005 2004 2003
Current:
Feder al $ 4,474 $ 499 $ (586)
State 468 192 24
For ei gn 122 445 --
Tot al 5,064 1,136 (562)
Def err ed:
Feder al (1,291) (394) (91)
State 7 (72) (162)
For ei gn 379 184 --
Tot al (905) (282) (408)

Total expense (benefit) for inconme tax $ 4,159 $ 854 $ (970)

The Conpany's actual inconme tax expense (benefit) differs fromthe expected
i ncome tax expense (benefit) conputed by applying the statutory federal rate to
i ncomre before incone taxes as a result of the follow ng:
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April 30,

2005 2004 2003
I ncone tax expense (benefit) at statutory rate $ 4,623 $ 1,159 $ (1,392)
State inconme tax, net of federal benefit 503 79 (92)
Research and devel opnent credit (1,108) (480) (1, 575)
Rate differential between U S and foreign taxes 174 30 --
Change in valuation all owance (197) (55) 1, 843
I nt angi bl e anortization 31 74 77
O her, net 133 47 169
Actual incone tax expense (benefit) $ 4,159 $ 854 $ (970)
35
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In addition to anpbunts applicable to income before taxes, the follow ng i ncone
tax benefit anpbunts were recorded in stockhol ders' equity.

Fi scal year ending Apri
30

2005 2004 2003
Tax effect of stock option exercises $ (4,616) $ (677) $ (90)

The tax effects of tenporary differences that give rise to significant portions
of the deferred tax assets and deferred tax liabilities are presented bel ow

April 30,

2005 2004
Deferred tax assets:
Net operating |oss carryforward $ 477 $ 241
Capital |oss carryovers 427 395
Al'l owance for doubtful accounts 161 343
Alternative mininumtax credit carryforward 156 256
Research and devel opnent tax credit carryforward 2,623 2,157
I nt angi bl e assets 3,992 4,004
Foreign tax credit 191 --
Furniture and equi pnent 30 --
Net unrealized | osses on available for sale securities 1, 203 989
Total gross deferred tax assets 9, 260 8, 385
Less val uation al |l owance (2,854) (2,523)
Net deferred tax assets 6, 406 5, 862
Deferred tax liabilities:
Furniture and equi pnent -- (361)
Total gross deferred tax liability -- (361)
Net deferred taxes 6, 406 5,501

The net change in the total valuation allowance for the years ended April 30,
2005 and April 30, 2004 was an increase of $331 and a decrease of $483,
respectively. An increase of $528 and a decrease of $428 in the valuation

al  owance was recorded in accunul ated other conprehensive incone relating to
mar ket abl e securities for the years ended April 30, 2005 and 2004,

respectively. Managenent eval uates the recoverability of the deferred tax
assets and the level of the valuation allowance on a quarterly basis. In
assessing the realizability of the deferred tax assets, managenent considers
whether it is nmore likely than not that some portion or all of the deferred tax
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assets will not be realized. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income during the periods in
whi ch those tenmporary differences becone deductible. Managenent considers the
schedul ed reversal of deferred tax liabilities, projected future taxable

i ncomre, and tax planning strategies in naking this assessnent.

As of April 30, 2005, the Conmpany had foreign operating |oss carryforwards of
$1, 444 which are available to offset future foreign taxable incone over an
indefinite period. The Conmpany al so has alternative mninumtax credit
carryforwards of $156 which are available to reduce future federal incone
taxes, if any, over an indefinite period. The Conpany has research and

devel opnent credit carryforwards of $2,623 as of April 30, 2005. These credits
will be available to reduce future federal incone taxes, if any, through Apri
30, 2023. The Conpany al so has capital |oss carryovers of $1,257 that are
avail able to of fset capital gains through April 30, 2007.

11. Enpl oyee Benefit Pl an

The Conpany has a 401(k) savings and retirenent plan which covers its full-tine
enpl oyees who have attained the age of 21 and have conpleted six nonths of
service. Eligible enployees nmake voluntary contributions to the plan. The
Conpany is not required to contribute, nor has it contributed, to the 401(k)

pl an.

12. Commitnents And Conti ngencies

The Conpany sells software |icenses and services to its custoners under
proprietary software |icense agreenents. Each |icense agreement contains the
rel evant ternms of the contractual arrangenent with the custonmer, and generally
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i ncludes certain provisions for indemifying the custoner against |osses,
expense and liabilities fromdamages that may be incurred by or awarded agai nst
the customer in the event the Conpany's software or services are found to

i nfringe upon a patent, copyright, or other proprietary right of a third party.

To date, the Conpany has not had to reinburse any of its custoners for any

| osses related to these indemification provisions and no material clains
asserted under these indemification provisions are outstanding as of April 30,
2005. For several reasons, including the |ack of prior indemification clains,
the Conpany cannot deternine the maxi num anpbunt of potential future paynents,
if any, related to such indemification provisions.
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Item 9. Changes in and Di sagreenents with Accountants on Accounting and
Fi nanci al D scl osure.

None.
tem 9A. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures

We are responsible for the preparation of the financial statements included in

40



ANSOFT CORP Filing Date: 04/30/05

this Annual Report. The financial statenents were prepared in accordance with
accounting principles generally accepted in the United States of America and

i ncl ude anmounts that are based on the best estinates and judgnents of
management. The other financial information contained in this Annual Report is
consistent with the financial statenents.

Qur internal control systemis designed to provide reasonabl e assurance
concerning the reliability of the financial data used in the preparation of
Ansoft's financial statenents, as well as to safeguard Ansoft’'s assets from
unaut hori zed use or disposition.

Al'l internal control systems, no matter how well designed, have inherent
limtations. Therefore, even those systens determined to be effective can
provi de only reasonabl e assurance with respect to financial statenent
presentation.

(b) Managenent's Report on Internal Control over Financial Reporting

Management i s responsible for establishing and nai ntai ni ng adequate interna
control over financial reporting and for perform ng an assessnment of the

ef fectiveness of internal control over financial reporting. Internal contro
over financial reporting is a process designed to provide reasonabl e assurance
regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally
accepted accounting principles.

Because of inherent linmitations, internal control over financial reporting
cannot provi de absol ute assurance that financial reporting objectives will be
achieved. In addition, projections of any evaluation of effectiveness to future
peri ods are subject to the risks that controls nmay becone i nadequate because of
changes in conditions and that the degree of conpliance with the policies or
procedures nmay deteriorate.

Management performed an assessment of the effectiveness of the Conpany's
internal control over financial reporting as of April 30, 2005 based upon the
criteria set forth by the Conmittee of Sponsoring Organizations of the Treadway
Conmi ssion (COSO) in Internal Control-Integrated Framework. Based on such
assessnment, nmanagenent determ ned that the Conpany's internal control over
financial reporting was effective as of April 30, 2005 based on those criteria.

KPMG LLP, has issued an audit report on our assessnment and on the effectiveness
of the Conpany's internal control over financial reporting. The KPMG report is
included in (c) Evaluation of Changes in Internal Control over Financia
Reporti ng.

(c) Evaluation of Changes in Internal Control over Financial Reporting

There was no change in the Conpany's internal control over financial reporting
that occurred during the Conpany's last fiscal quarter of 2005 that has
materially affected, or is reasonably likely to materially affect, the
Conpany's internal control over financial reporting.

38

Tabl e of Contents

Report of Independent Regi stered Public Accounting Firm

The Board of Directors and Stockhol ders

Ansoft Corporation:

W have audited management's assessnent, included in the acconpanying
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Management's Report on Internal Control over Financial Reporting that Ansoft
Cor poration (the Conmpany) nmintained effective internal control over financia
reporting as of April 30, 2005, based on criteria established in Interna
Control -1 ntegrated Franework issued by the Committee of Sponsoring

Organi zations of the Treadway Comm ssion (COSO) . Ansoft Corporation's
managenment i s responsible for maintaining effective internal control over
financial reporting and for its assessnment of the effectiveness of interna
control over financial reporting. Qur responsibility is to express an opinion
on managenent's assessnent and an opi nion on the effectiveness of the Conpany's
internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Conpany
Accounting Oversight Board (United States). Those standards require that we
plan and performthe audit to obtain reasonabl e assurance about whet her
effective internal control over financial reporting was maintained in al
material respects. Qur audit included obtaining an understandi ng of interna
control over financial reporting, evaluating managenent's assessnent, testing
and eval uating the design and operating effectiveness of internal control, and
perform ng such other procedures as we consi dered necessary in the
circunstances. W believe that our audit provides a reasonable basis for our
opi ni on.

A conpany's internal control over financial reporting is a process designed to
provi de reasonabl e assurance regarding the reliability of financial reporting
and the preparation of financial statenents for external purposes in accordance
with generally accepted accounting principles. A conpany's internal contro

over financial reporting includes those policies and procedures that (1)
pertain to the mai ntenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the
conpany; (2) provide reasonabl e assurance that transactions are recorded as
necessary to permt preparation of financial statements in accordance with
general | y accepted accounting principles, and that recei pts and expenditures of
the conpany are being made only in accordance with authorizations of managenent
and directors of the conpany; and (3) provide reasonabl e assurance regarding
prevention or tinmely detection of unauthorized acquisition, use, or disposition
of the conpany's assets that could have a nmaterial effect on the financia

st at enent s.

Because of its inherent limtations, internal control over financial reporting
may not prevent or detect nisstatenments. Al so, projections of any eval uation of
ef fectiveness to future periods are subject to the risk that controls may
becore i nadequat e because of changes in conditions, or that the degree of
conpliance with the policies or procedures may deteriorate.

I n our opinion, managenment's assessnment that Ansoft Corporation naintained
effective internal control over financial reporting as of April 30, 2005, is
fairly stated, in all material respects, based on criteria established in
Internal Control-Integrated Framework i ssued by the Committee of Sponsoring
Organi zati ons of the Treadway Comm ssion (COSO). Also, in our opinion, Ansoft
Corporation maintained, in all material respects, effective internal contro
over financial reporting as of April 30, 2005, based on criteria established in
Internal Control-Integrated Framework i ssued by the Commttee of Sponsoring
Organi zations of the Treadway Commi ssion (COSO,.

We al so have audited, in accordance with the standards of the Public Conpany
Accounting Oversight Board (United States), the consolidated bal ance sheets of
Ansoft Corporation and subsidiaries as of April 30, 2005 and 2004, and the

rel ated consolidated statenents of operations, stockholders' equity and

conpr ehensi ve i ncome, and cash flows for each of the years in the three-year
peri od ended April 30, 2005, and our report dated May 26, 2005 expressed an
unqual i fi ed opi nion on those consolidated financial statenents.

/'s/ KPMG LLP

Pi tt sburgh, Pennsyl vani a
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May 26, 2005

[tem 9B. Qther Infornmation
None.
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Item 10. Directors and Executive Oficers of the Company - The informtion
relating to this itemis provided in the Conpany's definitive proxy statenent
filed with the SEC in connection with its Annual Meeting of Sharehol ders of the
Conpany i s incorporated herein by reference.

Item 11. Executive Conpensation - The information set forth under the captions
"Enpl oynent Contracts and Change of Control Agreenents" and "Executive
Conpensation” in the Conpany's definitive proxy statenent filed with the SEC in
connection with its Annual Meeting of Sharehol ders of the Conpany is

i ncorporated herein by reference.

Item 12. Security Owmnership of Certain Beneficial Owmners, Mnagenment and
Rel at ed Stockhol der Matters - In addition to the information set forth under
the caption "Equity Conpensation Pl ans" beginning at page 11 in Part Il of this
Report, information relating to this itemis provided in the Conpany's
definitive proxy statenment filed with the SEC in connection with its Annua
Meeting of Sharehol ders of the Conpany is incorporated herein by reference.

Item 13. Certain Relationships and Rel ated Party Transactions - |Information
relating to this itemis provided in the Conmpany's definitive proxy statenent
filed with the SEC in connection with its Annual Meeting of Sharehol ders of the
Conpany i s incorporated herein by reference.

Item 14. Principle Accounting Fees and Service - Information relating to this
itemis provided in the Conpany's definitive proxy statement filed with the SEC
in connection with its Annual Meeting of Sharehol ders of the Conpany is

i ncorporated herein by reference.
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PART |V

Item 15. Exhi bits and Fi nanci al Statenment Schedul es

(a) Financial statements. The followi ng consolidated financial statenments are
filed as part of this Annual Report on Form 10-K

Page
Report of Independent Registered Public Accounting Firm 21
Consol i dat ed Bal ance Sheets as of April 30, 2005 and 2004 22
Consol i dated Statements of Operations for the years ended April 30, 2005, 2004 and 2003 23
Consol i dated Statenments of Stockholders' Equity and Conprehensive Incone for the years 24

ended April 30, 2005, 2004 and 2003
Consol i dated Staterments of Cash Flows for the years ended April 30, 2005, 2004 and 2003 25
Not es to Consolidated Financial Statenents 26

43



ANSOFT CORP Filing Date: 04/30/05

(b) Exhibits. The exhibits filed or incorporated by reference as a part of this
report are listed in the Index to Exhibits which appears on the foll ow ng page
and are incorporated by reference.

(c) Schedul es.

Schedul e I'1--Valuation and Qualifying Accounts and Reserves for each of the
years in the three-year period ended April 30, 2005.

Fi nanci al statenent schedules not |isted above have been onmitted because they
are inapplicable, are not required under applicable provisions of Regulation
S-X, or the information that woul d otherwi se be included in such schedules is
contained in the registrant's financial statements or accompanyi ng notes.

Ansoft Corporation
Schedul e I'l-Val uati on and Qualifying Accounts and Reserves
For the three years ended April 30, 2005
(I'n thousands)

Bal ance as of Addi ti ons Bal ance as of
(Deduct i ons)
the Beginning Charged to Costs the End of
of the Period and Expenses Deducti ons the Period
Year ended April 30, 903 (197) (281) 425

2005 Al |l owance for
doubt ful accounts
Year ended April 30, 818 250 (165) 903
2004 Al |l owance for
doubt ful accounts
Year ended April 30, 621 373 (176) 818
2003 Al |l owance for
doubt ful accounts

Tabl e of Contents
Exhi bit | ndex

The Exhibits listed below are filed or incorporated by reference as part of
this Annual Report on Form 10-K

Exhi bi t
Nunber Descri ption
3.1 Amended and Restated Certificate of Incorporation of the Conpany
(incorporated by reference from Registration Statenent No. 333-40189)
3.2 Certificate of Anendrment to the Conpany's Amended and Restated
Certificate of Incorporation (incorporated by reference from
Regi stration Statenment No. 333-40189)

3.3 Bylaws of the Conpany (incorporated by reference from Regi stration
St atement No. 333-1398)

10.1 1988 Stock Option Plan of the Conpany (incorporated by reference from
Regi stration Statenent No. 333-1398)**

10.2 1995 Stock Option Plan of the Conpany (incorporated by reference from
Regi strati on Statenment No. 333-1398)**

10. 3 Zoltan Cendes Stock Option Agreement, dated April 30, 1995
(incorporated by reference from Regi stration Statenent No. 333-1398)

10. 4 Loan Agreenent by and between Ansoft Corporation and PNC Bank, Nationa
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Associ ati on dated Cctober 21, 2004 (incorporated by reference from
Exhibit 99.1 to Form 8-K filed Cctober 21, 2004)

10.5 Jacob K. Wiite Stock Option Agreenent dated February 1, 1996, as
amended (incorporated by reference from Regi stration Statement No.
333-40189)

10. 6 John N. Whelihan Stock Option Agreenent dated February 1, 1996, as
amended (incorporated by reference from Regi stration Statement No.
333-40189)

10. 7 Agil ent HFSSTM Technol ogy and License Transfer Agreenent dated May 1,
2001 (incorporated by reference from Exhibit 10.12 of Form 10-K filed
July 25, 2003)

14 Code of Busi ness Conduct-this code of ethics nmay be accessed at the
Conpany's website:
www. ansof t. com

21.1 Subsidiaries of the registrant (incorporated by reference fromthe
Conpany's Annual Report on Form 10-K for the fiscal year ended Apri
30, 1997)

31.1 Certification pursuant to Section 302 of the Sarbanes-Oxl ey Act of 2002
(filed herewth)

31.2 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewth)

32.1 Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxl ey Act of 2002 (filed herew th)

** | ncentive or stock conpensation plan of the Conpany
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S| GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities Act of
1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized on June 2, 2005.

ANSOFT CORPORATI ON

By /s/ Nicholas Csendes
Ni chol as Csendes

Pr esi dent

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report has been signed bel ow by the foll owi ng persons on behalf of the
Regi strant and in the capacities indicated on June 2, 2005.

Si gnature Title
/'s/ N chol as Csendes Director, President and Chief Executive Oficer (Principal Executive
Oficer)

Ni chol as Csendes
/sl Thomas A-N. MIler Chief Financial Oficer (Principal Financial and Accounting Oficer)

Thomas A.N. Ml ler
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/sl Zoltan J. Cendes Director, Chief Technology O ficer and Chairman of the Board of Directors

Zoltan J. Cendes
/ s/ Peter Robbins Di rector

Pet er Robbi ns
/'s/ Paul Quast Director

Paul Quast
/'s/ John N. Weli han Di rector

John N. Whel i han
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EXH BIT 31.1

Certifications

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Nicholas Csendes, certify that:

1. | have reviewed this report on Form 10-K of Ansoft Corporation, the
regi strant;

2. Based on ny know edge, this report does not contain any untrue statenent of
a material fact or onmit to state a material fact necessary to nake the
statenents made, in light of the circunstances under which such statenents were
made, not msleading with respect to the period covered by this report;

3. Based on ny know edge, the financial statenents, and other financia
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 officers and | are responsible for
est abl i shing and mai ntaining disclosure controls and procedures (as defined in
Exchange Act Rul es 13a-15(e) and 15d-15(e)) 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 nade known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) 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 eval uation; and

c) disclosed in this report any change in the registrant's internal contro
over financial reporting that occurred during the registrant's nost recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of the
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 officers and | have discl osed, based on
our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of registrant's board of
directors (or persons perform ng the equival ent functions):

a) all significant deficiencies and material weaknesses in the design or
operation of internal control of financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
summari ze and report financial information; and

b) any fraud, whether or not material, that involves managenment or ot her
enpl oyees who have a significant role in the registrant's internal control over
financial reporting.

Date: June 2, 2005

By: /'s/ N chol as Csendes
Ni chol as Csendes

Presi dent and Chi ef Executive

O ficer
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EXH BIT 31.2
Certification pursuant to Section 302 of the Sarbanes-Oxl ey Act of 2002
I, Thomas A.N. MIller, certify that:

1. | have reviewed this report on Form 10-K of Ansoft Corporation, the
registrant;

2. Based on ny know edge, this report does not contain any untrue statenment of
a material fact or onmt to state a material fact necessary to nake the
statenments made, in light of the circunstances under which such statenents were
made, not m sleading with respect to the period covered by this report;

3. Based on ny know edge, the financial statenents, and other financia
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 officers and | are responsible for
est abl i shing and nmai ntaining disclosure controls and procedures (as defined in
Exchange Act Rul es 13a-15(e) and 15d-15(e)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such discl osure
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) 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 eval uation; and

c) disclosed in this report any change in the registrant's internal contro
over financial reporting that occurred during the registrant's nost recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of the
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 officers and | have discl osed, based on
our nost recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit commttee of registrant's board of
directors (or persons perform ng the equival ent functions):

a) all significant deficiencies and material weaknesses in the design or
operation of internal control of financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
sunmari ze and report financial information; and

b) any fraud, whether or not material, that involves management or ot her
enpl oyees who have a significant role in the registrant's internal control over
financial reporting.

Date: June 2, 2005

By: /s/ Thomas A-N. Mller
Thomas A-N. Ml ler
Chi ef Financial Oficer
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EXHI BIT 32.1

CERTI FI CATI ON PURSUANT TO
18 U.S. C. SECTI ON 1350
AS ADOPTED PURSUANT TO
SECTI ON 906 OF THE SARBANES- OXLEY ACT OF 2002

In connection with the Annual Report of Ansoft Corporation (the "Conmpany") on
Form 10-K for the year ended April 30, 2005 as filed with the Securities and
Exchange Commi ssion on the date hereof (the "Report"), |, N cholas Csendes,
Presi dent and Chief Executive O ficer of the Conpany, certify, pursuant to 18
U. S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes- Oxl ey
Act of 2002, that, to my know edge:

(1) The Report fully conplies with requirenments 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 materia
respects, the financial condition and results of operations of the Conpany.

Date: June 2, 2005
By: /sl Nichol as Csendes
Ni chol as Csendes
Presi dent and Chi ef Executive
Oficer

Date: June 2, 2005
By: /s/ Thomas A-N. Mller
Thomas A.N. Ml ler
Chi ef Financial Oficer

This certification is nade solely for purposes of 18 U S.C. Section 1350,
subj ect to the know edge standard contai ned therein, and not for any other
pur pose.
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