Edgar Filing: AUTODESK INC - Form 10-Q

AUTODESK INC
Form 10-Q
August 30, 2016

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

XQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended July 31, 2016

or

.TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission File Number: 0-14338

AUTODESK, INC.
(Exact name of registrant as specified in its charter)

Delaware 94-2819853
(State or other jurisdiction of (I.R.S. employer
incorporation or organization) Identification No.)

111 Mclnnis Parkway,
San Rafael, California
(Address of principal executive offices) (Zip Code)
(415) 507-5000

(Registrant’s telephone number, including area code)

94903

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer

Non-accelerated filer ~ Smaller reporting company



Edgar Filing: AUTODESK INC - Form 10-Q

Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange Act).
Yes " No x

As of August 23, 2016, registrant had outstanding approximately 221,892,961 shares of common stock.




Edgar Filing: AUTODESK INC - Form 10-Q

AUTODESK, INC. FORM 10-Q

TABLE OF CONTENTS
Page No.
PART I. FINANCIAL INFORMATION
Item 1. Unaudited Financial Statements:
Condensed Consolidated Statements of Operations for the Three and Six Months Ended July 31.
2016 and 2015 3
Condensed Consolidated Statements of Comprehensive Loss for the Three and Six Months Ended 4
July 31. 2016 and 2015 -
Condensed Consolidated Balance Sheets as of July 31. 2016 and January 31. 2016 5
Condensed Consolidated Statements of Cash Flows for the Six Months Ended July 31. 2016 and 6
2015 o]
Notes to Condensed Consolidated Financial Statements 7
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 27
Item 3. Quantitative and Qualitative Disclosures About Market Risk 48
Item 4. Controls and Procedures 49
PART II. OTHER INFORMATION
Item 1. Legal Proceedings 51
Item 1A.Risk Factors 51
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 67
Item 3. Defaults Upon Senior Securities 67
Item 4. Mine Safety Disclosures 67
Item 5. Other Information 67
Item 6. Exhibits 68
Signatures 69




Edgar Filing: AUTODESK INC - Form 10-Q

PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

AUTODESK, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share data)
(Unaudited)

Net revenue:

Subscription

License and other

Total net revenue

Cost of revenue:

Cost of subscription revenue

Cost of license and other revenue
Total cost of revenue

Gross profit

Operating expenses:

Marketing and sales

Research and development
General and administrative
Amortization of purchased intangibles
Restructuring charges and other facility exit costs, net
Total operating expenses

(Loss) income from operations
Interest and other expense, net
(Loss) income before income taxes
Provision for income taxes

Net loss

Basic net loss per share

Diluted net loss per share

Weighted average shares used in computing basic net loss per share

Three Months Six Months Ended
Ended July 31, July 31,
2016 2015 2016 2015

$322.0 $319.0 $648.0 $638.8
22877 2905 4146 6172
550.7  609.5 1,062.6 1,256.0

38.2 40.0 78.0 78.7
46.9 53.0 99.5 106.1
85.1 93.0 177.5 184.8
465.6 516.5 885.1 1,071.2

243.1 240.8 4839 4947
193.0 193.1 386.5 387.6
68.6 70.1 143.3 146.0

7.8 8.2 15.7 17.1
16.0 — 68.3 —
5285 5122 1,097.7 1,045.4
(629 )43 (212.6 ) 25.8
(10.1 ) 34 ) (137 )@E1 )
(73.0 ) 09 (226.3 ) 22.7

(252 ) (2695 ) (39.6 ) (2722 )
$(98.2) $(268.6) $(265.9) $(249.5)
$(0.44) $(1.18 ) $(1.19 ) $(1.10 )
$(0.44) $(1.18 ) $(1.19 ) $(1.10 )
2232 227.0 2238 227.1

Weighted average shares used in computing diluted net loss per share 223.2  227.0  223.8 227.1

See accompanying Notes to Condensed Consolidated Financial Statements.
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AUTODESK, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In millions)

(Unaudited)

Three Months Six Months Ended

Ended July 31, July 31,

2016 2015 2016 2015
Net loss $(98.2 ) $(268.6) $(265.9) $(249.5)
Other comprehensive loss, net of reclassifications:
Net (loss) on derivative instruments (net of tax effect of $1.1, $0.8, ($0.8) and
($0.7), respectively)
Change in net unrealized gain (loss) on available-for-sale securities (net of tax
effect of ($0.1), $0.3, ($0.6) and $0.2, respectively)
Change in defined benefit pension items (net of tax effect of ($0.2), $0.0,
($0.2) and $0.0, respectively)
Net change in cumulative foreign currency translation loss (net of tax effect of
$0.0, $0.7, $0.0 and $4.5, respectively) 79 ) @5 Hd4 )67 )
Total other comprehensive loss (8.3 ) (143 ) (8.7 ) (17.0 )
Total comprehensive loss $(106.5) $(282.9) $(274.6) $(266.5)

(15 HY@7 HdAL0 )01 )
1.1 (14 )34 12 )

0.3 0.3 1.0

See accompanying Notes to Condensed Consolidated Financial Statements.
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AUTODESK, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In millions)

(Unaudited)

July 31, January 31,

2016 2016
ASSETS
Current assets:
Cash and cash equivalents $1,467.3 $1,353.0
Marketable securities 597.6 897.9
Accounts receivable, net 306.9 653.6
Prepaid expenses and other current assets 114.7 88.6
Total current assets 2,486.5 2,993.1
Marketable securities 505.6 532.3
Computer equipment, software, furniture and leasehold improvements, net 173.0 169.3
Developed technologies, net 66.6 70.8
Goodwill 1,597.4  1,535.0
Deferred income taxes, net 9.8 9.2
Other assets 208.5 205.6
Total assets $5,047.4 $5,515.3
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $110.3  $1199
Accrued compensation 160.0 243.3
Accrued income taxes 54.1 29.4
Deferred revenue 1,107.1 1,068.9
Other accrued liabilities 128.1 129.5
Total current liabilities 1,559.6 1,591.0
Long-term deferred revenue 412.9 450.3
Long-term income taxes payable 42.7 161.4
Long-term deferred income taxes 66.6 67.7
Long-term notes payable, net 1,489.2  1,487.7
Other liabilities 144.7 137.6
Stockholders’ equity:
Preferred stock — —
Common stock and additional paid-in capital 1,857.1 1,821.5
Accumulated other comprehensive loss (129.8 ) (121.1 )
Retained earnings (395.6 ) (80.8 )
Total stockholders’ equity 1,331.7 1,619.6
Total liabilities and stockholders' equity $5,047.4 $5,515.3

See accompanying Notes to Condensed Consolidated Financial Statements.
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AUTODESK, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)

(Unaudited)

Operating activities:
Net loss

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

Depreciation, amortization and accretion

Stock-based compensation expense

Deferred income taxes

Restructuring charges and other facility exit costs, net
Other operating activities

Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable

Prepaid expenses and other current assets

Accounts payable and accrued liabilities

Deferred revenue

Accrued income taxes

Net cash provided by operating activities

Investing activities:

Purchases of marketable securities

Sales of marketable securities

Maturities of marketable securities

Capital expenditures

Acquisitions, net of cash acquired

Other investing activities

Net cash provided by (used in) investing activities
Financing activities:

Proceeds from issuance of common stock, net of issuance costs
Taxes paid related to net share settlement of equity awards
Repurchases of common stock

Proceeds from debt, net of discount

Other financing activities

Net cash (used in) provided by financing activities

Effect of exchange rate changes on cash and cash equivalents
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying Notes to Condensed Consolidated Financial Statements.

Six Months Ended
July 31,

2016 2015
$(265.9 ) $(249.5 )
70.4 74.0
105.9 90.9

(9.2 ) 223.0
68.3 —

(6.2 ) (153 )
346.9 64.4
233 ) 194 )
446 ) (803 )
(1.4 ) 79.2
945 ) @33 )
146.4 163.7
(8109 ) (1,314.2)
354.7 187.0
791.3 541.0
426 ) (298 )
82 )Y@15 )
(6.7 ) (13.1 )
200.6 (666.6 )
54.2 61.9
(199 ) (287 )
(270.0 ) (207.7 )
— 748.3

— (6.3 )
(2357 ) 567.5

3.0 (2.1 )
114.3 62.5
1,353.0 1,410.6

$1,467.3 $1,473.1
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AUTODESK, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Tables in millions, except share and per share data, or as otherwise noted)

1. Basis of Presentation

The accompanying unaudited Condensed Consolidated Financial Statements of Autodesk, Inc. (“Autodesk,” “we,” “us,” “our,’
or the “Company”) as of July 31, 2016, and for the three and six months ended July 31, 2016 and 2015, have been
prepared in accordance with U.S. generally accepted accounting principles ("GAAP") for interim financial
information along with the instructions to Form 10-Q and Article 10 of Securities and Exchange Commission (“SEC”)
Regulation S-X. Accordingly, they do not include all of the information and notes required by GAAP for annual
financial statements. In management’s opinion, Autodesk made all adjustments (consisting of normal, recurring and
non-recurring adjustments) during the quarter that were considered necessary for the fair statement of the financial
position and operating results of the Company. The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect reported amounts in the financial statements and
accompanying notes. Actual results could differ from those estimates. In addition, the results of operations for the
three and six months ended July 31, 2016 are not necessarily indicative of the results for the entire fiscal year ending
January 31, 2017, or for any other period. There have been no material changes to Autodesk's significant accounting
policies as compared to the significant accounting policies disclosed in the Annual Report on Form 10-K for the fiscal
year ended January 31, 2016. These unaudited Condensed Consolidated Financial Statements should be read in
conjunction with the Consolidated Financial Statements and related notes, together with management’s discussion and
analysis of financial position and results of operations contained in Autodesk’s Annual Report on Form 10-K for the
fiscal year ended January 31, 2016, filed on March 23, 2016.

Prior Period Adjustments

In the course of preparing the Condensed Consolidated Financial Statements for the three and nine months ended
October 31, 2015, Autodesk determined that it had understated income tax expense by $33.1 million for the three and
six months ended July 31, 2015, primarily related to an error in the establishment of the valuation allowance, which
had been understated at July 31, 2015.

Autodesk performed the analysis required by Staff Accounting Bulletin 99, Materiality, to evaluate the materiality of
the error, quantitatively and qualitatively, and concluded it was not material to the Company’s Condensed
Consolidated Financial Statements as of July 31, 2015 and for the three and six month periods ended July 31, 2015;
however, in light of the significance of a correction of the error to the results for the three months ended October 31,
2015, Autodesk chose to correct the error by revising the previously reported results for the three and six months
ended July 31, 2015. See Note 6, "Income Tax," in the Notes to the Condensed Consolidated Financial Statements for
further discussion.

During the quarter ended April 30, 2015, Autodesk determined that it had not correctly accounted for certain liabilities
primarily related to employee benefits and unclaimed property. Accordingly, during the six months ended July 31,
2015, we recorded $5.7 million of additional operating expenses related to prior periods.

As these adjustments were related to the correction of errors, Autodesk performed the analysis required by Staff
Accounting Bulletin No. 99, Materiality, and Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year
Misstatements When Quantifying Misstatements in Current Year Financial Statements. Based on this analysis,
Autodesk concluded that the effect of the errors was not material to the financial position, results of operations or cash
flows in fiscal 2016 or any other prior fiscal year from both a quantitative and qualitative perspective.
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2. Recently Issued Accounting Standards

With the exception of those discussed below, there have been no recent changes in accounting pronouncements issued
by the Financial Accounting Standards Board (“FASB”) or adopted by the Company during the six months ended
July 31, 2016, that are of significance, or potential significance, to the Company.

Accounting Standards Adopted

In March 2016, the FASB issued Accounting Standards Update No. 2016-09 ("ASU 2016-09") regarding ASC Topic
718, “Improvements to Employee Share-Based Payment Accounting.” The new guidance requires excess tax benefits
and tax deficiencies to be recorded in the income statement when the awards vest or are settled. In addition, cash flows

related to excess tax benefits will no longer be separately classified as a financing activity apart from other income tax
cash flows. The

7
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standard also increases the amount of shares an employer can withhold for tax purposes without triggering liability
accounting, clarifies that all cash payments made on an employee's behalf for withheld shares should be presented as a
financing activity in the statements of cash flows, and provides an entity-wide accounting policy election to account
for forfeitures as they occur.

Autodesk early adopted the standard during the three months ended July 31, 2016. Upon adoption, under the modified
retrospective transition method, the Company recognized the previously unrecognized excess tax benefits as increases
in deferred tax assets for tax credit and tax loss carryovers, of which $116.5 million were available to offset liabilities
for uncertain tax benefits. This reduction in liabilities for uncertain tax benefits resulted in a cumulative-effect
increase of $116.5 million to the February 1, 2016 opening retained earnings balance. Tax attributes not available to
offset uncertain tax benefits were fully offset by a valuation allowance.

Autodesk elected to account for forfeitures as they occur using a modified retrospective transition method, which
resulted in a cumulative-effect adjustment of $6.9 million to reduce the February 1, 2016 opening retained earnings
balance.

Autodesk elected to apply the change in presentation of excess tax benefits in the statements of cash flows
retrospectively to all periods presented and no longer classifies them as a reduction from operating cash flows.
However, the adoption did not impact the current or prior period presented as there were no excess tax benefits
recorded. The retrospective presentation requirements for cash flows related to employee taxes paid for withheld
shares had no impact to any prior period since such cash flows have historically been presented as a financing activity.
Additional amendments to the accounting for minimum statutory withholding tax requirements had no impact to
opening retained earnings as of February 1, 2016 as Autodesk does not withhold more than the minimum statutory
requirements.

As Autodesk elected to early adopt in the second quarter of fiscal 2017, we are required to reflect any adjustments as
of February 1, 2016, the beginning of the annual period that includes the interim period of adoption, and are required
to revise our reported quarterly results for the three months ended April 30, 2016. Accordingly, this table reflects the
retrospective adjustments made to beginning retained earnings and to the previously reported results for the three
months ended April 30, 2016:

Condensed Consolidated Balance Sheets

e,
Reported Adjustments: Adjusted
For The
Three

February Mo

April 30, 1,2016 Months

April 30,

(in millions) 2016 Retained "% 2016
Earnings April
30,
2016
Long-term income taxes payable $153.8 $(1165)$—  $37.3
Common stock and additional paid-in capital 1,865.6 6.9 53 ) 1,867.2
Retained earnings $(308.2) $109.6 $53 $(193.3)

Condensed Consolidated Statements of Operations

10
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As ASU 2016-09 As
Reported Adoption Adjusted
(in millions, except per share data) Three Increase/(Decrease) Three
Months Months
Ended Ended
April 30, April 30,
2016 2016
Cost of subscription revenue $397 $ 0.1 $39.8
Cost of license and other revenue 52.8 0.2 ) 52.6
Gross profit 4194 0.1 419.5
Marketing and sales 242.9 (2.1 ) 240.8
Research and development 195.5 2.0 ) 1935
General and administrative 75.8 (1.1 ) 74.7
(Loss) from operations (155.0 )53 (149.7 )
Provision for income taxes (144 H)— (144 )
Net (loss) $(173.0)$ 53 $(167.7)
Basic and diluted weighted average shares outstanding 224.4  — 2244
Basic and diluted net (loss) per share $(0.77 H)$ 0.02 $(0.75 )
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Effective in the first quarter of fiscal 2017, Autodesk adopted FASB's Accounting Standards Update No. 2015-05
("ASU 2015-05") regarding Subtopic 350-40, “Intangibles - Goodwill and Other - Internal-Use Software: Customer's
Accounting for Fees Paid in a Cloud Computing Arrangement.” The amendments in this ASU provide guidance about
whether a cloud computing arrangement includes a software license. If a cloud computing arrangement includes a
software license, the customer should account for the software license element of the arrangement consistent with
other software licenses. If a cloud computing arrangement does not include a software license, the customer should
account for the arrangement as a service contract. The amendments for ASU 2015-05 were prospectively applied and
did not have a material impact on Autodesk's consolidated financial statements.

Effective in the first quarter of fiscal 2017, Autodesk adopted FASB's Accounting Standards Update No. 2015-07
("ASU 2015-07") regarding ASC Topic 820, "Fair Value Measurement: Disclosures for Investments in Certain
Entities That Calculate Net Asset Value per Share (or Its Equivalent)." The amendments in ASU 2015-07 remove the
requirement to categorize within the fair value hierarchy all investments for which fair value is measured using the net
asset value per share practical expedient. The amendments also limit certain disclosures to investments for which the
entity has elected to measure at fair value using the net asset value per share practical expedient. The amendments
were applied retrospectively by removing from the fair value hierarchy any investments for which fair value is
measured using the net asset value per share practical expedient. Adoption did not have a material impact on
Autodesk's consolidated financial statements.

Recently Issued Accounting Standards

In June 2016, the FASB issued Accounting Standards Update No. 2016-13 ("ASU 2016-13") regarding ASC Topic
326, "Financial Instruments - Credit Losses," which modifies the measurement of expected credit losses of certain
financial instruments. The amendments will be effective for Autodesk's fiscal year beginning February 1, 2019 unless
Autodesk elects early adoption. Autodesk does not believe ASU 2016-13 will have a material impact on its
consolidated financial statements.

In February 2016, the FASB issued Accounting Standards Update No. 2016-02 ("ASU 2016-02") regarding ASC
Topic 842, "Leases." The amendments in this ASU require balance sheet recognition of lease assets and lease
liabilities by lessees for leases classified as operating leases, with an optional policy election to not recognize lease
assets and lease liabilities for leases with a term of 12 months or less. The amendments also require new disclosures,
including qualitative and quantitative requirements, providing additional information about the amounts recorded in
the financial statements. ASU 2016-02 will be effective for Autodesk’s fiscal year beginning February 1, 2019 unless
Autodesk elects early adoption. The amendments require a modified retrospective approach with optional practical
expedients. Autodesk is currently evaluating the accounting, transition, and disclosure requirements of the standard
and cannot currently estimate the financial statement impact of adoption.

In January 2016, the FASB issued Accounting Standards Update No. 2016-01 ("ASU 2016-01") regarding ASC Topic
825-10, "Financial Instruments - Overall." The amendments address certain aspects of recognition, measurement,
presentation, and disclosure of financial instruments, and require equity securities to be measured at fair value with
changes in fair value recognized through net income. The amendments also simplify the impairment assessment of
equity investments without readily determinable fair values by requiring a qualitative assessment for impairment
quarterly at each reporting period. The amendments in ASU 2016-01 will be effective for Autodesk's fiscal year
beginning February 1, 2018. An entity should apply the amendments by means of a cumulative-effect adjustment to
the balance sheet as of the beginning of the fiscal year of adoption, with prospective adoption of the amendments
related to equity securities without readily determinable fair values existing as of the date of adoption. Autodesk does
not believe ASU 2016-01 will have a material impact on its consolidated financial statements.

12
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In May 2014, the FASB issued Accounting Standards Update No. 2014-09 ("ASU 2014-09") regarding ASC Topic
606, “Revenue from Contracts with Customers.” ASU 2014-09 provides principles for recognizing revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. In August 2015, the FASB issued Accounting
Standards Update No. 2015-14 to defer the effective date by one year with early adoption permitted as of the original
effective date. ASU 2014-09 will be effective for Autodesk’s fiscal year beginning February 1, 2018 unless we elect
the earlier date of February 1, 2017. In addition, the FASB issued Accounting Standards Update No. 2016-08,
Accounting Standards Update No. 2016-10, and Accounting Standards Update No. 2016-12 in March 2016, April
2016, and May 2016, respectively, to help provide interpretive clarifications on the new guidance in ASC Topic 606.
Autodesk is currently evaluating the accounting, transition, and disclosure requirements of the standard and cannot
currently estimate the financial statement impact of adoption.

13
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3. Concentration of Credit Risk

Autodesk places its cash, cash equivalents and marketable securities in highly liquid instruments with, and in the
custody of, diversified financial institutions globally with high credit ratings and limits the amounts invested with any
one institution, type of security and issuer. Autodesk’s primary commercial banking relationship is with Citigroup Inc.
and its global affiliates. Citibank, N.A., an affiliate of Citigroup, is one of the lead lenders and an agent in the
syndicate of Autodesk’s $400.0 million line of credit facility.

Total sales to the distributor Tech Data Corporation and its global affiliates (“Tech Data”) accounted for 31% and 30%
of Autodesk’s total net revenue for the three and six months ended July 31, 2016, respectively, and 23% and 25% for
the three and six months ended July 31, 2015, respectively. The majority of the net revenue from sales to Tech Data
relates to Autodesk’s Architecture, Engineering and Construction (“AEC”) segment and is for sales made outside of the
United States. In addition, Tech Data accounted for 31% and 22% of trade accounts receivable at July 31, 2016 and
January 31, 2016, respectively.

10
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4. Financial Instruments

The following tables summarize the Company's financial instruments' amortized cost, gross unrealized gains, gross
unrealized losses, and fair value by significant investment category as of July 31, 2016 and January 31, 2016:

July 31, 2016

Amortizec? ross Gross . Fair Level
Cost un‘reahzed unrealized Value Level 1 Level 2 3
gains losses
Cash equivalents (1):
Agency bonds $442 $ — $— $44.2 $442 $—  $—
Certificates of deposit 181.3 — — 181.3 181.3 — —
Commercial paper 2969 — — 296.9 — 2969 —
Corporate bonds 8.7 — — 8.7 8.7 — —
Custody cash deposit 22.5 — — 22.5 22.5 — —
Money market funds 1438 — — 143.8 — 1438 —
Municipal bonds 5.0 — — 5.0 5.0 — —
U.S. government securities 167.0  — — 167.0 167.0 — —
Marketable securities:
Short-term
available-for-sale
Agency bonds 41.9 — — 41.9 41.9 — —
Asset backed securities 10.8 — — 10.8 — 10.8 —
Certificates of deposit 55.4 — — 55.4 55.4 — —
Commercial paper 1194 — — 119.4 — 1194 —
Corporate bonds 267.2 0.2 (0.1 ) 267.3 267.3 — —
Sovereign debt 19.6 — — 19.6 — 19.6 —
U.S. government securities 37.6 — — 37.6 37.6 — —
Short-term trading securities
Mutual funds 43.7 1.9 — 45.6 45.6 — —
Long-term
available-for-sale
Agency bonds 52.0 0.3 — 52.3 52.3 — —
Asset backed securities 58.9 0.2 — 59.1 — 59.1 —
Certificates of deposit 1.8 — — 1.8 1.8 — —
Corporate bonds 276.1 1.5 (0.1 ) 277.5 277.5 — —
Municipal bonds 9.5 0.1 — 9.6 9.6 — —
Sovereign debt 10.8 — — 10.8 — 10.8 —
U.S. government securities 94.2 0.3 — 94.5 94.5 — —
(Cé(;nvertible debt securities 6.3 29 (1.1 ) 74 o L 74
Derivative contracts (3) 3.2 7.1 (10.8 ) (0.5 ) — 17 Hy12
Total $1,977.8 $ 13.8 $(12.1 ) $1,9795 $1,312.2 $658.7 $8.6

(1)Included in “Cash and cash equivalents” in the accompanying Condensed Consolidated Balance Sheets.

@) Considered “available-for-sale” and included in “Other assets” in the accompanying Condensed Consolidated Balance
Sheets.

Included in “Prepaid expenses and other current assets,” “Other assets,” or “Other accrued liabilities” in the

accompanying Condensed Consolidated Balance Sheets.

3)

15



11

Edgar Filing: AUTODESK INC - Form 10-Q

16



Edgar Filing: AUTODESK INC - Form 10-Q

January 31, 2016

Amortizec? ross Gross . Fair Level Level
Cost un‘reahzed unrealized Value Level 1 ) 3
gains losses
Cash equivalents (1):
Agency bonds $8.5 $ — $— $8.5 $8.5 $—  $—
Certificates of deposit 267.6 — — 267.6  267.6 — —
Commercial paper 106.6  — — 106.6 — 106.6 —
Custody cash deposit 2.1 — — 2.1 2.1 — —
Money market funds 3824 — — 3824 — 3824 —
Municipal bonds 5.0 — — 5.0 5.0 — —
U.S. government securities 103.0  — — 103.0 103.0 — —
Marketable securities:
Short-term
available-for-sale
Agency bonds 40.0 — (0.1 ) 399 39.9 — —
Asset backed securities 7.3 — — 7.3 — 7.3 —
Certificates of deposit 190.3 — — 190.3 190.3 — —
Commercial paper 141.1 — — 141.1 — 141.1 —
Corporate debt securities 377.1 0.1 (0.3 ) 376.9 376.9 — —
Municipal bonds 9.7 — — 9.7 9.7 — —
Sovereign debt 20.1 — — 20.1 — 20.1
U.S. government securities 74.6 — — 74.6 74.6 — —
Short-term trading securities
Mutual funds 38.8 04 (1.2 ) 38.0 38.0 — —
Long-term
available-for-sale
Agency bonds 56.8 0.1 — 56.9 56.9 — —
Asset backed securities 36.5 0.1 — 36.6 — 36.6 —
Corporate debt securities 320.9 0.3 (0.8 ) 3204 320.4 — —
Municipal bonds 2.9 — — 29 2.9 — —
Sovereign debt 16.9 — — 16.9 — 169 —
U.S. government securities 98.4 0.3 (0.1 ) 98.6 98.6 — —
(Cé(;nvertible debt securities )5 20 (11 ) 34 o o 3.4
Derivative contracts (3) 1.5 7.8 (7.4 ) 1.9 — 1.6 0.3
Total $2,3106 $ 11.1 $(11.0 ) $2,310.7 $1,594.4 $712.6 $3.7

(1)Included in “Cash and cash equivalents” in the accompanying Condensed Consolidated Balance Sheets.

@) Considered “available-for-sale” and included in “Other assets” in the accompanying Condensed Consolidated Balance
Sheets.

(3)Included in “Prepaid expenses and other current assets,” “Other assets,” or “Other accrued liabilities” in the
accompanying Condensed Consolidated Balance Sheets.

Autodesk classifies its marketable securities as either short-term or long-term based on each instrument’s underlying

contractual maturity date. Marketable securities with remaining maturities of up to 12 months are classified as

short-term and marketable securities with remaining maturities greater than 12 months are classified as long-term.

Autodesk may sell certain of its marketable securities prior to their stated maturities for strategic purposes or in
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anticipation of credit deterioration.

Autodesk applies fair value accounting for certain financial assets and liabilities, which consist of cash equivalents,
marketable securities and other financial instruments, that are recognized or disclosed at fair value in the financial
statements on a recurring basis. The Company defines fair value as the price that would be received from selling an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fair
value is estimated by applying the following hierarchy, which prioritizes the inputs used to measure fair value into
three levels and bases the categorization within the hierarchy upon the lowest level of input that is available and
significant to the fair value measurement: (Level 1) observable inputs such as quoted prices in active markets; (Level
2) inputs other than quoted prices in active markets for

12
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identical assets and liabilities, quoted prices for identical or similar assets or liabilities in inactive markets, or other
inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets
or liabilities; and (Level 3) unobservable inputs for which there is little or no market data, which require Autodesk to
develop its own assumptions. When determining fair value, Autodesk uses observable market data and relies on
unobservable inputs only when observable market data is not available. There have been no transfers between fair
value measurement levels during the three and six months ended July 31, 2016.

Autodesk's cash equivalents, marketable securities and financial instruments are primarily classified within Level 1 or
Level 2 of the fair value hierarchy. Autodesk values its available-for-sale securities on pricing from pricing vendors,
who may use quoted prices in active markets for identical assets (Level 1) or inputs other than quoted prices that are
observable either directly or indirectly in determining fair value (Level 2). Autodesk's Level 2 securities are valued
primarily using observable inputs other than quoted prices in active markets for identical assets and liabilities.
Autodesk's Level 3 securities consist of investments held in convertible debt securities and derivative contracts which
are valued using probability weighted discounted cash flow models as some of the inputs to the models are
unobservable in the market.

A reconciliation of the change in Autodesk’s Level 3 items for the six months ended July 31, 2016 follows:

Fair Value Measurements Using
Significant Unobservable Inputs

(Level 3)
Derivative Convertible
Debt Total
Contracts ..
Securities
Balance at January 31,2016 $ 0.3 $ 34 $ 3.7
Purchases 0.9 4.0 4.9
Losses included in earnings — 0.2 ) (0.2 )
Gains included in OCI — 0.2 0.2
Balance at July 31, 2016 $ 1.2 $ 74 $ 8.6

The following table summarizes the estimated fair value of Autodesk's “available-for-sale securities” classified by the
contractual maturity date of the security:

July 31, 2016
Cost Fair Value

Due within 1 year $555.7 $556.9
Due in 1 year through 5 years 5044  506.7
Due in 5 years through 10 years 1.4 1.4

Total $1,061.5 $1,065.0

As of July 31, 2016 and January 31, 2016, Autodesk had no material securities, individually and in aggregate, in a
continuous unrealized loss position for greater than twelve months.

As of July 31, 2016 and January 31, 2016, Autodesk had $105.7 million and $104.3 million, respectively, in direct
investments in privately held companies accounted for under the cost method, which are periodically assessed for
other-than-temporary impairment. Autodesk estimates fair value of its cost method investments considering available
information such as pricing in recent rounds of financing, current cash positions, earnings and cash flow forecasts,
recent operational performance and any other readily available market data.
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If Autodesk determines that an other-than-temporary impairment has occurred, Autodesk writes down the investment
to its fair value. During the six months ended July 31, 2016 and 2015, Autodesk recorded $0.3 million and $0.2
million, respectively, in other-than-temporary impairment on its privately held equity investments.

The sales or redemptions of “available-for-sale securities” during the six months ended July 31, 2016 and 2015 resulted
in a gain of $0.4 million and $0.3 million, respectively. Gains and losses resulting from the sale or redemption of
"available-for-sale securities" are recorded in “Interest and other expense, net” on the Company's Condensed
Consolidated Statements of Operations.

13

20



Edgar Filing: AUTODESK INC - Form 10-Q

Proceeds from the sale and maturity of marketable securities for the six months ended July 31, 2016 and 2015 were
$1,146.0 million and $728.0 million, respectively.

Derivative Financial Instruments

Under its risk management strategy, Autodesk uses derivative instruments to manage its short-term exposures to
fluctuations in foreign currency exchange rates which exist as part of ongoing business operations. Autodesk's general
practice is to hedge a portion of transaction exposures denominated in euros, Japanese yen, Swiss francs, British
pounds, Canadian dollars and Australian dollars. These instruments have maturities between one and twelve months in
the future. Autodesk does not enter into derivative instrument transactions for trading or speculative purposes.

The bank counterparties to the derivative contracts potentially expose Autodesk to credit-related losses in the event of
their nonperformance. However, to mitigate that risk, Autodesk only contracts with counterparties who meet the
Company's minimum requirements under its counterparty risk assessment process. Autodesk monitors ratings, credit
spreads and potential downgrades on at least a quarterly basis. Based on Autodesk's ongoing assessment of
counterparty risk, the Company will adjust its exposure to various counterparties. Autodesk generally enters into
master netting arrangements, which reduce credit risk by permitting net settlement of transactions with the same
counterparty. However, Autodesk does not have any master netting arrangements in place with collateral features.

Foreign currency contracts designated as cash flow hedges

Autodesk uses foreign currency contracts to reduce the exchange rate impact on a portion of the net revenue or
operating expense of certain anticipated transactions. These contracts are designated and documented as cash flow
hedges. The effectiveness of the cash flow hedge contracts is assessed quarterly using regression analysis as well as
other timing and probability criteria. To receive cash flow hedge accounting treatment, all hedging relationships are
formally documented at the inception of the hedge and the hedges are expected to be highly effective in offsetting
changes to future cash flows on hedged transactions. The gross gains and losses on these hedges are included in
“Accumulated other comprehensive loss” and are reclassified into earnings at the time the forecasted revenue or expense
is recognized. In the event the underlying forecasted transaction does not occur, or it becomes probable that it will not
occur, Autodesk reclassifies the gain or loss on the related cash flow hedge from “Accumulated other comprehensive
loss” to “Interest and other expense, net” in the Company's Condensed Consolidated Financial Statements at that time.

The net notional amounts of these contracts are presented net settled and were $445.7 million at July 31, 2016 and
$142.4 million at January 31, 2016. Outstanding contracts are recognized as either assets or liabilities on the balance
sheet at fair value. The majority of the net gain of $4.7 million remaining in “Accumulated other comprehensive loss” as
of July 31, 2016 is expected to be recognized into earnings within the next twelve months.

Derivatives not designated as hedging instruments

Autodesk uses foreign currency contracts that are not designated as hedging instruments to reduce the exchange rate
risk associated primarily with foreign currency denominated receivables and payables. These forward contracts are
marked-to-market at the end of each fiscal quarter with gains and losses recognized as “Interest and other expense, net.”
These derivative instruments do not subject the Company to material balance sheet risk due to exchange rate
movements because gains and losses on these derivative instruments are intended to offset the gains or losses resulting
from the settlement of the underlying foreign currency denominated receivables and payables. The net notional
amounts of these foreign currency contracts are presented net settled and were $88.7 million at July 31, 2016 and
$231.6 million at January 31, 2016.
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In addition to these foreign currency contracts, Autodesk holds derivative instruments issued by privately held
companies, which are not designated as hedging instruments. These derivatives consist of certain conversion options

on the convertible debt securities held by Autodesk and an option to acquire a privately held company. These

derivatives are recorded at fair value as of each balance sheet date and are recorded in “Other assets.” Changes in the fair
values of these instruments are recognized in income as “Interest and other expense, net.”

14
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Fair Value of Derivative Instruments

The fair values of derivative instruments in Autodesk’s Condensed Consolidated Balance Sheets were as follows as of

July 31, 2016 and January 31, 2016:

Balance Sheet Location

Derivative Assets

Foreign currency contracts designated as cash
flow hedges

Derivatives not designated as hedging
instruments assets
Total derivative assets

Derivative Liabilities

Foreign currency contracts designated as cash
flow hedges

Derivatives not designated as hedging
instruments

Total derivative liabilities

Other accrued liabilities

Other accrued liabilities

Prepaid expenses and other current assets

Prepaid expenses and other current assets and Other

Fair Value at
July 3nuary 31,
2016 2016

$6.7$ 34
1.8 49

$85 % 83
$80$ 34

1.0 3.0
$9.0$ 64

The effects of derivatives designated as hedging instruments on Autodesk’s Condensed Consolidated Statements of
Operations were as follows for the three and six months ended July 31, 2016 and 2015 (amounts presented include

any income tax effects):

Amount of gain (loss) recognized in accumulated other comprehensive income

on derivatives (effective porti