
SS&C Technologies Holdings Inc
Form 10-Q
May 10, 2018

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549 

FORM 10-Q 

☒QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the quarterly period ended March 31, 2018

☐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 001-34675

SS&C TECHNOLOGIES HOLDINGS, INC.

(Exact name of Registrant as specified in its charter) 

Delaware 71-0987913
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)
80 Lamberton Road

Windsor, CT 06095

(Address of principal executive offices, including zip code)

860-298-4500

(Registrant’s telephone number, including area code)

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

1



Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 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  ☒    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  ☒    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. (Check one):

Large accelerated filer ☒ Accelerated filer ☐
Non-accelerated filer ☐  (Do not check if a smaller reporting company) Smaller reporting company ☐

Emerging growth company ☐
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.   ☐

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

There were 238,091,089 shares of the registrant’s common stock outstanding as of May 2, 2018.
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This Quarterly Report on Form 10-Q may contain forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. For this
purpose, any statements contained herein that are not statements of historical fact may be deemed to be
forward-looking statements. Without limiting the foregoing, the words “believes”, “anticipates”, “plans”, “expects”, “estimates”,
“projects”, “forecasts”, “may”, “assume”, “intend”, “will”, “continue”, “opportunity”, “predict”, “potential”, “future”, “guarantee”, “likely”, “target”,
“indicate”, “would”, “could” and “should” and similar expressions are intended to identify forward-looking statements. The
important factors discussed under the caption “Risk Factors” in this Quarterly Report on Form 10-Q and in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017, filed with the Securities and
Exchange Commission on February 28, 2018, among others, could cause actual results to differ materially from those
indicated by forward-looking statements made herein and presented elsewhere by management from time to time. The
Company does not undertake an obligation to update its forward-looking statements to reflect future events or
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circumstances.
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PART I

Item 1. Financial Statements
SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data) (Unaudited)

March 31, December 31,
2018 2017

ASSETS
Current assets:
Cash and cash equivalents $74,077 $ 64,057
Accounts receivable, net of allowance for doubtful accounts of $7,390 and $6,739,

   respectively 264,076 243,900
Contract asset 11,942 —
Prepaid expenses and other current assets 35,559 38,742
Prepaid income taxes — 12,166
Restricted cash 543 592
Total current assets 386,197 359,457
Property, plant and equipment:
Land 2,655 2,655
Building and improvements 61,354 59,935
Equipment, furniture, and fixtures 144,825 138,747

208,834 201,337
Less: accumulated depreciation (106,840 ) (100,381 )
Net property, plant and equipment 101,994 100,956
Deferred income taxes 2,041 2,324
Contract asset 22,076 —
Goodwill (Note 4) 3,711,181 3,707,823
Intangible and other assets, net of accumulated amortization of $1,011,145 and
$953,957,

   respectively 1,326,095 1,368,956
Total assets $5,549,584 $ 5,539,516
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debt (Note 3) $37,338 $ 37,863
Accounts payable 17,637 27,087
Income taxes payable 16,182 6,031
Accrued employee compensation and benefits 42,193 96,016
Interest payable 7,620 16,425
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Other accrued expenses 60,875 55,637
Deferred revenue 193,024 204,601
Total current liabilities 374,869 443,660
Long-term debt, net of current portion (Note 3) 1,949,232 2,007,332
Other long-term liabilities 120,621 118,679
Deferred income taxes 288,954 283,457
Total liabilities 2,733,676 2,853,128
Commitments and contingencies (Note 9)
Stockholders’ equity (Note 6):
Preferred stock, $0.01 par value per share, 5,000,000 shares authorized; no shares issued — —
Class A non-voting common stock, $0.01 par value per share, 5,000,000 shares
authorized;

   no shares issued — —
Common stock, $0.01 par value per share, 400,000,000 shares authorized;  209,375,921
shares

   and 208,109,294 shares issued, respectively, and 207,802,582 shares and 206,535,955
shares

   outstanding, respectively, of which 938 and 1,126 are unvested, respectively 2,094 2,081
Additional paid-in capital 2,057,757 2,018,106
Accumulated other comprehensive loss (77,438 ) (82,655 )
Retained earnings 851,495 766,856

2,833,908 2,704,388
Less: cost of common stock in treasury, 1,573,339 shares (18,000 ) (18,000 )
Total stockholders’ equity 2,815,908 2,686,388
Total liabilities and stockholders’ equity $5,549,584 $ 5,539,516

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

3

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

6



SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

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

Three Months Ended
March 31,
2018 2017

Revenues:
Software-enabled services $294,803 $276,452
License, maintenance and related 127,126 131,247
Total revenues 421,929 407,699
Cost of revenues:
Software-enabled services 167,416 154,006
License, maintenance and related 62,164 63,453
Total cost of revenues 229,580 217,459
Gross profit 192,349 190,240
Operating expenses:
Selling and marketing 31,150 30,242
Research and development 38,919 38,449
General and administrative 35,433 31,832
Total operating expenses 105,502 100,523
Operating income 86,847 89,717
Interest expense, net (25,354 ) (29,020 )
Other income (expense), net 438 (71 )
Loss on extinguishment of debt — (2,326 )
Income before income taxes 61,931 58,300
Provision for income taxes 10,681 10,153
Net income $51,250 $48,147

Basic earnings per share $0.25 $0.24
Diluted earnings per share $0.24 $0.23

Basic weighted average number of common shares outstanding 206,993 203,376
Diluted weighted average number of common and common equivalent shares outstanding 217,656 209,704

Cash dividends declared and paid per common share $0.07 $0.0625

Net income $51,250 $48,147
Other comprehensive income, net of tax:
Foreign currency exchange translation adjustment 5,217 10,779
Total comprehensive income, net of tax 5,217 10,779
Comprehensive income $56,467 $58,926
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The accompanying notes are an integral part of these condensed consolidated financial statements.

4

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

8



SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands) (Unaudited)

Three Months Ended
March 31,
2018 2017

Cash flow from operating activities:
Net income $51,250 $48,147
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 61,372 58,557
Stock-based compensation expense 12,702 10,900
Amortization and write-offs of loan origination costs 2,626 2,656
Loss on extinguishment of debt — 2,326
Loss on sale or disposition of property and equipment 28 10
Deferred income taxes (12,425 ) (7,295 )
Provision for doubtful accounts 44 1,154
Changes in operating assets and liabilities, excluding effects from acquisitions:
Accounts receivable (19,818 ) (7,087 )
Prepaid expenses and other assets (30 ) (2,532 )
Contract assets 26,847 —
Accounts payable (10,548 ) 6,106
Accrued expenses (54,389 ) (72,908 )
Income taxes prepaid and payable 19,680 5,077
Deferred revenue (7,395 ) 12,777
Net cash provided by operating activities 69,944 57,888
Cash flow from investing activities:
Additions to property and equipment (7,163 ) (5,990 )
Cash paid for business acquisitions, net of cash acquired (191 ) 1,805
Additions to capitalized software (3,945 ) (3,277 )
Net cash used in investing activities (11,299 ) (7,462 )
Cash flow from financing activities:
Cash received from debt borrowings 45,000 45,000
Repayments of debt (106,250) (105,200)
Proceeds from exercise of stock options 29,132 14,017
Withholding taxes paid related to equity award net share settlement (2,171 ) (589 )
Fees paid for debt extinguishment — (1,363 )
Dividends paid on common stock (14,504 ) (12,715 )
Net cash used in financing activities (48,793 ) (60,850 )
Effect of exchange rate changes on cash, cash equivalents and restricted cash 119 1,663
Net increase (decrease) in cash, cash equivalents and restricted cash 9,971 (8,761 )
Cash, cash equivalents and restricted cash, beginning of period 64,649 119,674
Cash, cash equivalents and restricted cash, end of period $74,620 $110,913

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1—Basis of Presentation

The accompanying financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”). These accounting principles were applied on a basis consistent
with those of the audited Consolidated Financial Statements contained in the Company’s Annual Report on Form 10-K
for the year ended December 31, 2017, filed with the Securities and Exchange Commission (the “SEC”) on February 28,
2018 (the “2017 Form 10-K”). In the opinion of the Company, the accompanying unaudited Condensed Consolidated
Financial Statements contain all adjustments (consisting of only normal recurring adjustments, except as noted
elsewhere in the notes to the Condensed Consolidated Financial Statements) necessary for a fair statement of its
financial position as of March 31, 2018, the results of its operations for the three months ended March 31, 2018 and
2017 and its cash flows for the three months ended March 31, 2018 and 2017. Certain prior year balances have been
reclassified to conform to the current year presentation. Such reclassifications did not affect total revenues, operating
income or net income.  These statements do not include all of the information and footnotes required by GAAP for
annual financial statements. The Condensed Consolidated Financial Statements contained herein should be read in
conjunction with the audited Consolidated Financial Statements and footnotes as of and for the year ended
December 31, 2017, which were included in the 2017 Form 10-K. The December 31, 2017 Consolidated Balance
Sheet data were derived from audited financial statements but do not include all disclosures required by GAAP for
annual financial statements. The results of operations for the three months ended March 31, 2018 are not necessarily
indicative of the expected results for any subsequent quarters or the full year.  

In connection with the adoption of ASC 606, the Company revised its presentation of revenues to illustrate its two
primary sources of revenues: software-enabled services revenues and license, maintenance and other related revenues.
The Company believes its prior presentation of recurring and non-recurring revenue streams is no longer useful, as the
license portion of revenue from multi-year term license agreements is now recognized up-front and is no longer
annually recurring in nature.  

Recently Adopted Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2016-15, Classification of Certain Cash Receipts and Cash Payments. ASU 2016-15 addresses how certain cash
receipts and cash payments are presented and classified in the statement of cash flows under Accounting Standards
Codification (“ASC”) Topic 230, Statement of Cash Flow, and other Topics.  ASU 2016-15 is effective for the
Company for its first quarter of fiscal 2018 and the guidance requires application using a retrospective method.  The
impact of the Company’s adoption of ASU 2016-15 to the Company’s Condensed Consolidated Financial Statements
was to reflect the presentation of debt prepayment or debt extinguishment costs as cash outflows from financing
activities within the Company’s Condensed Consolidated Statement of Cash Flows.  The Company adopted ASU
2016-15, which did not have a material impact on the Company’s financial position, results of operations or cash
flows.

In May 2014, the FASB issued ASU, Revenue from Contracts with Customers (Topic 606). ASC 606 supersedes the
revenue recognition requirements in ASC 605 and 985 and requires entities to recognize revenue when control of the
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promised goods or services is transferred to customers at an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services.  The Company adopted ASC 606 as of January 1, 2018
using the modified retrospective transition method.  See Note 2 for further details.

Recent Accounting Pronouncements Not Yet Effective

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial Instruments. ASU 2016-13
requires companies to measure credit losses utilizing a methodology that reflects expected credit losses and requires a
consideration of a broader range of reasonable and supportable information to inform credit loss estimates. ASU
2016-13 is effective for the Company for its first quarter of fiscal 2020 and earlier adoption is permitted beginning in
the first quarter of fiscal 2019. Application of the ASU is through a cumulative-effect adjustment to retained earnings
as of the effective date.  The Company is currently evaluating the impact of the pending adoption of ASU 2016-13 on
the Company’s Condensed Consolidated Financial Statements.  This ASU is not expected to have a material impact on
the Company’s financial position, results of operations or cash flows.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This ASU would require lessees to recognize
the following for all leases (with the exception of short-term leases) at the commencement date; (i) a lease liability,
which is a lessee’s obligation to make lease payments arising from a lease, measured on a discounted basis; and (ii) a
right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a specified asset for
the lease term. Lessor accounting is largely unchanged under the amendments of this ASU. Additional disclosures will
be required to allow the user to assess the amount, timing and uncertainty of cash flows arising from leasing activities.
A modified retrospective transition approach is required for leases

6
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

existing at the time of adoption.  ASU 2016-02 is effective for the Company for its first quarter of fiscal 2019 and
earlier adoption is permitted.  The impact of the Company’s adoption of ASU 2016-02 to the Company’s Condensed
Consolidated Financial Statements will be to recognize the majority of the Company’s operating lease commitments as
operating lease liabilities and right-of-use assets upon adoption, which will result in a material increase in the assets
and liabilities recorded on the Company’s Condensed Consolidated Balance Sheet.  The Company is continuing its
assessment, which may identify additional impacts this ASU will have on the Company’s Condensed Consolidated
Financial Statements and related disclosures and internal controls over financial reporting.

Note 2—Revenues

Adoption of ASC Topic 606, “Revenue from Contracts with Customers”

On January 1, 2018, the Company adopted ASC 606 using the modified retrospective method for those contracts
which were not completed as of the date of adoption.  Results for reporting periods beginning after January 1, 2018
are presented under ASC 606, while prior period amounts continue to be reported in accordance with ASC 605 and
985. The most significant impact of the standard to the Company relates to the timing of revenue recognition for
arrangements involving term licenses. Under ASC 606, the Company is required to recognize term license revenues
upon the transfer of the license and recognize the associated maintenance revenues over the contract period, as
opposed to the Company’s prior practice of recognizing both the term license and maintenance revenues ratably over
the contract period. In addition, the Company is required to capitalize and amortize incremental costs of obtaining a
contract, such as certain sales commission costs, over the expected customer relationship period if the Company
expects to recover those costs. The Company previously expensed these costs over the length of the initial contract
excluding any renewals.

The Company recorded an increase to retained earnings of $65.8 million, or $47.9 million net of tax, as of January 1,
2018 due to the cumulative impact of adopting ASC 606, with the impact primarily related to the Company’s term
license revenues.  The impact to revenues for the three months ended March 31, 2018 related to these adjustments was
a decrease of $11.8 million.

The impact of adoption of ASC 606 on the Company’s Condensed Consolidated Statement of Comprehensive Income
was as follows (in thousands):

For the Three Months Ended
March 31, 2018

As
Reported

Balance
without
adoption
of ASC
606

Effect
of
Change
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Revenues:
License, maintenance and related $127,126 $122,128 $ 4,998
Operating expenses:
Selling and marketing $31,150 $31,748 $ (598 )

The impact of adoption of ASC 606 on the Company’s Condensed Consolidated Balance Sheet was as follows (in
thousands):

As of March 31, 2018

As
Reported

Balance
without
adoption
of ASC
606

Effect of
Change

Assets:
Accounts receivable, net $264,076 $265,272 $(1,196 )
Contract asset (current) 11,942 - 11,942
Prepaid expenses and other current assets 35,559 31,943 3,616
Contract asset (non-current) 22,076 - 22,076

Liabilities:
Deferred revenue $193,024 $230,504 $(37,480)
Other long-term liabilities 120,621 118,115 2,506

The adoption of ASC 606 had no impact on the Company’s total cash flows from operations.

Revenue Recognition

Software-enabled Services Revenue

7
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

The Company primarily offers software-enabled outsourcing services in which the Company utilizes its own software
to offer comprehensive fund administration services for alternative investment managers, including fund manager
services, transfer agency services, funds-of-funds services, tax processing and accounting. The Company also offers
subscription-based on-demand software applications that are managed and hosted at the Company’s facilities. The
software-enabled services arrangements provide an alternative for clients who do not wish to install, run and maintain
complicated financial software. Under these arrangements, the client does not have the right to take possession of the
software, rather, the Company agrees to provide access to its applications, remote use of its equipment to process
transactions, access to client’s data stored on its equipment, and connectivity between its environment and the client’s
computing systems.

Software-enabled services are generally provided under contracts with initial terms of one to five years that require
monthly or quarterly payments, and are subject to automatic annual renewal at the end of the initial term unless
terminated by either party.

In software-enabled services arrangements, the arrangement is a single performance obligation comprised of a series
of distinct services that are substantially the same and have the same pattern of transfer to the customer (i.e. distinct
months of service).  The Company applies a measure of progress (typically time-based) to any fixed consideration and
allocates variable consideration to the distinct periods of service based on usage or summarization of account
information.  These amounts may be constrained and are only included in revenue to the extent we do not expect a
significant reversal when the uncertainty associated with the variable consideration is resolved.  Revenue is generally
recognized over the period the services are provided, which results in revenue recognition that corresponds with the
value to the client of the services transferred to date relative to the remaining services promised.

License, Maintenance and Related Revenue Agreements

The Company generates revenues in the form of software license fees and related maintenance and services fees.
License fees include perpetual license fees and term license fees which differ mainly in the duration over which the
customer benefits from the software. Maintenance and services primarily consist of fees for maintenance services
(including support and unspecified upgrades and enhancements when and if they are available) and to a lesser extent
professional services which focus on both deployment and training the Company’s customers to fully leverage the use
of its products although the user can benefit from the software without the Company’s assistance.
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Under ASC 606, the Company identifies a contract with a customer, identifies the performance obligations in the
contract, determines the transaction price, allocates the transaction price to each performance obligation in the contract
and recognizes revenues when (or as) the Company satisfies a performance obligation.

Software license performance obligations are functional intellectual property that are distinct as the user can benefit
from the software on its own as defined under ASC 606.  Software license revenues are recognized at the point of time
when the software license has been delivered.  Term license fees are typically due in annual installments at the
beginning of each annual period and we record a contract asset for amounts recognized as revenue in excess of
amounts billed.

The Company recognizes revenues from maintenance ratably over the term of the underlying maintenance contract
term because the Company transfers control evenly by providing a stand-ready service. The term of the maintenance
contract is usually one year. Renewals of maintenance contracts create new performance obligations that are satisfied
over the term with the revenues recognized ratably over the term.

Revenues from professional services consist mostly of services provided on a time and materials basis. The
performance obligations are satisfied, and revenues are recognized, over time as the services are provided.

In contracts with multiple performance obligations, the Company accounts for individual performance obligations
separately if they are distinct. The Company allocates the transaction price to each performance obligation based on
its relative standalone selling price out of total consideration of the contract. Standalone selling price is determined
utilizing observable prices to the extent available.  If the standalone selling price for a performance obligation is not
directly observable, the Company estimates it maximizing the use of observable inputs.  For maintenance and support,
the Company determines the standalone selling price based on the price at which the Company separately sells a
renewal contract and the economic relationship between licenses and maintenance. The Company determines the
standalone selling price for sales of licenses using the residual approach. For professional services, the Company
determines the standalone selling prices based on the price at which the Company separately sells those services.

8
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

The Company occasionally enters into license agreements requiring significant customization of the Company’s
software which are not material to the Company’s results of operations. The Company accounts for the license and
professional service fees under these agreements as a single performance obligation, recognized over time using an
input method during the development of the license. This method requires estimates to be made for costs to complete
the agreement utilizing an estimate of development man-hours remaining. Revenue is recognized each period based
on the hours incurred to date compared to the total hours expected to complete the project. Due to uncertainties
inherent in the estimation process, it is at least reasonably possible that completion costs may be revised. Such
revisions are recognized in the period in which the revisions are determined. Provisions for estimated losses on
uncompleted contracts are determined on a contract-by-contract basis, and are made in the period in which such losses
are first estimated or determined.

Accounts Receivable, net is primarily comprised of billed and unbilled receivables for which we have an
unconditional right to consideration, net of an allowance for doubtful accounts.

Deferred revenues represent mostly unrecognized fees billed or collected for maintenance and professional services.
Deferred revenues are recognized as (or when) the Company performs under the contract. Deferred revenues are
recorded on a net basis with contract assets at the contract level.  Accordingly, approximately $29.3 million of
deferred revenue is presented net within contract assets arising from the same contracts.  The amount of revenues
recognized in the period that was included in the opening deferred revenues balance was $76.5 million for the three
months ended March 31, 2018.

As of March 31, 2018, revenue of approximately $266.3 million is expected to be recognized from remaining
performance obligations for license, maintenance and related revenues, of which $174.1 million is expected to be
recognized over the next twelve months.  Software-enabled services are generally provided under contracts which are
cancelable with 90 days’ notice. 

Revenue Disaggregation

The following table disaggregates our revenues by geography (in thousands):
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Three Months Ended
March 31,
2018 2017 (1)

United States $302,703 $296,836
United Kingdom 32,011 27,543
Asia-Pacific and Japan 28,988 26,449
Europe, excluding United Kingdom 27,808 24,876
Canada 18,318 20,628
Americas, excluding United States and Canada 12,101 11,367
Total $421,929 $407,699

(1)As noted above, prior period amounts have not been adjusted under the modified retrospective method.

The following table disaggregates our revenues by source (in thousands):

Three Months Ended
March 31,
2018 2017 (1)

Software-enabled services $294,803 $276,452
Maintenance and term licenses 107,756 110,557
Perpetual licenses 4,400 2,828
Professional services 14,970 17,862
Total $421,929 $407,699

(1)As noted above, prior period amounts have not been adjusted under the modified retrospective method.

Costs of Revenues

9

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

18



SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

Costs of revenues include all costs, including depreciation and amortization, incurred to produce revenues.
Incremental costs of obtaining a contract (e.g., sales commissions) are capitalized and amortized on a basis consistent
with the pattern of transfer of goods or services to the customer to which the asset relates over the expected customer
relationship period if the Company expects to recover those costs. The Company previously expensed these costs over
the length of the initial contract excluding any renewals. The expected customer relationship period is determined
based on average historical customer relationship periods, including expected renewals. Expected renewal periods are
only included in the expected customer relationship period if commission amounts paid upon renewal are not
commensurate with amounts paid on the initial contract. Incremental costs of obtaining a contract include only those
costs the Company incurs to obtain a contract that it would not have incurred if the contract had not been obtained.
The Company has determined that certain commissions programs meet the requirements to be capitalized.  Certain
sales commissions associated with multi-year contracts are subject to an employee service requirement. As an action
other than each party approving the contract is required to trigger payment of these sales commissions, they are not
considered incremental costs to obtain a contract and are expensed as incurred.  These costs are included in selling,
general and administrative expenses.

Practical Expedients

The Company applies a practical expedient to expense sales commissions as incurred when the amortization period
would have been one year or less.

As a practical expedient, the Company does not account for significant financing components if the period between
when the Company transfers the promised product or service to the client and when the client pays for that product or
service will be one year or less.  

For the Company’s software-enabled services contracts which are cancelable with 90 days’ notice, the Company uses
the practical expedient applicable to such contracts and has not disclosed the transaction price for the remaining
performance obligations as of the end of each reporting period or when the Company expects to recognize this
revenue.

The Company records revenue net of any taxes assessed by governmental authorities.
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Note 3—Debt

At March 31, 2018 and December 31, 2017, debt consisted of the following (in thousands):

March 31,
2018

December 31,
2017

Senior secured credit facilities, weighted-average interest rate of 4.05% and 3.75%,
respectively $1,430,925 $ 1,492,175
5.875% senior notes due 2023 600,000 600,000
Unamortized original issue discount and debt issuance costs (44,355 ) (46,980 )

1,986,570 2,045,195
Less current portion of long-term debt 37,338 37,863
Long-term debt $1,949,232 $ 2,007,332

Fair value of debt. The carrying amounts and fair values of financial instruments are as follows (in thousands):

March 31, 2018 December 31, 2017
Carrying Fair Carrying Fair
Amount Value Amount Value

Financial liabilities:
Senior secured credit facilities $1,430,925 $1,436,911 $1,492,175 $1,500,761
5.875% senior notes due 2023 600,000 630,660 600,000 631,313

The above fair values, which are Level 2 liabilities, were computed based on comparable quoted market prices. The
fair values of cash, accounts receivable, net, short-term borrowings, and accounts payable approximate the carrying
amounts due to the short-term maturities of these instruments.

10
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

Note 4—Goodwill

The change in carrying value of goodwill as of and for the three months ended March 31, 2018 is as follows (in
thousands):

Balance at December 31, 2017 $3,707,823
Adjustments to prior acquisitions 208
Effect of foreign currency translation 3,150
Balance at March 31, 2018 $3,711,181

Note 5—Earnings per Share

Earnings per share (“EPS”) is calculated in accordance with the relevant standards. Basic EPS includes no dilution and
is computed by dividing net income available to the Company’s common stockholders by the weighted average
number of common shares outstanding during the period. Diluted EPS is computed by dividing net income by the
weighted average number of common and common equivalent shares outstanding during the period. Common
equivalent shares consist of stock options, stock appreciation rights (“SARs”), restricted stock units (“RSUs”) and
restricted stock awards (“RSAs”) using the treasury stock method. Common equivalent shares are excluded from the
computation of diluted earnings per share if the effect of including such common equivalent shares is anti-dilutive
because their total assumed proceeds exceed the average fair value of common stock for the period.

The following table sets forth the computation of basic and diluted EPS (in thousands, except per share amounts):

For the Three
Months Ended
March 31,
2018 2017

Net income $51,250 $48,147

Shares:
Weighted average common shares outstanding — used in calculation of basic EPS 206,993 203,376
Weighted average common stock equivalents — options and restricted shares 10,663 6,328
Weighted average common and common equivalent shares outstanding — used in calculation of
diluted EPS 217,656 209,704

Earnings per share - Basic $0.25 $0.24
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Earnings per share - Diluted $0.24 $0.23
11
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

Weighted average stock options and SARs representing 182,333 and 14,455,614 shares were outstanding for the three
months ended March 31, 2018 and 2017, respectively, but were not included in the computation of diluted EPS
because the effect of including them would be anti-dilutive.  

Dividends. In 2018, the Company paid a quarterly cash dividend of $0.07 per share of common stock on March 15,
2018 to stockholders of record as of the close of business on March 1, 2018 totaling $14.5 million.   In 2017, the
Company paid a quarterly cash dividend of $0.0625 per share of common stock on March 15, 2017 to stockholders of
record as of the close of business on March 1, 2017, totaling $12.7 million.

Note 6—Equity and Stock-based Compensation

Total stock options, SARs, RSUs and RSAs. The amount of stock-based compensation expense recognized in the
Company’s Condensed Consolidated Statements of Comprehensive Income for three months ended March 31, 2018
and 2017 was as follows (in thousands):

For the Three
Months Ended
March 31,

Consolidated Statements of Comprehensive Income Classification 2018 2017
Cost of software-enabled services $3,544 $2,729
Cost of license, maintenance and other related 1,094 1,106
Total cost of revenues 4,638 3,835
Selling and marketing 2,682 2,673
Research and development 2,083 1,987
General and administrative 3,299 2,405
Total operating expenses 8,064 7,065
Total stock-based compensation expense $12,702 $10,900

The following table summarizes stock option and SAR activity as of and for the three months ended March 31, 2018:

Shares
Outstanding at December 31, 2017 31,339,515
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Granted 347,500
Cancelled/forfeited (218,882 )
Exercised (1,413,744 )
Outstanding at March 31, 2018 30,054,389

The following table summarizes RSU activity as of and for the three months ended March 31, 2018:

Shares
Outstanding at December 31, 2017 183,076
Granted 24,923
Cancelled/forfeited (556 )
Vested (14,628 )
Outstanding at March 31, 2018 192,815

Note 7—Income Taxes

The effective tax rate was 17.2% and 17.4% for the three months ended March 31, 2018 and 2017, respectively.  The
change in the effective tax rate for the three months ended March 31, 2018 was primarily due to the decrease in the
domestic statutory tax rate from 35% to 21%, offset partially by the unfavorable impact of a tax on Global Intangible
Low-Taxed Income (“GILTI”).  Both the domestic statutory tax rate decrease and GILTI tax became effective January
1, 2018 as a result of the Tax Cut and Jobs Act of 2017 (“Tax Act”) enacted into law in the U.S. on December 22,
2017.  In December 2017, the SEC Staff issued Staff Accounting Bulletin

12
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

No. 118 (“SAB 118”) to provide guidance on how to implement the accounting required as a result of the Tax Act.  Due
to the complexity of the Tax Act, SAB 118 allowed companies to record provisional amounts, or reasonable estimates
of the tax effects of the Act during a measurement period not to exceed one year beyond the enactment
date.  Accordingly, we provided provisional amounts for the period ending December 31, 2017 relating to the deemed
repatriation provisions, revaluation of deferred taxes, other international provisions and the related state tax
impacts.  We have not yet completed our accounting related to these items and we did not record any significant
adjustments related to our provisional amounts during the period ending March 31, 2018.  We will continue to analyze
the provisional amounts in conjunction with guidance issued by the Department of Treasury in order to complete our
accounting during the measurement period.

Note 8—Acquisitions

The following unaudited pro forma condensed consolidated results of operations are provided for illustrative purposes
only and assume that the acquisitions of CommonWealth Fund Services Ltd. and Modestspark occurred on January 1,
2016. This unaudited pro forma information (in thousands, except per share data) should not be relied upon as being
indicative of the historical results that would have been obtained if the acquisitions had actually occurred on that date,
nor of the results that may be obtained in the future.

For the
Three
Months
Ended
March 31,
2017

Revenues $ 411,045
Net income $ 50,482

Basic EPS $ 0.25
Diluted EPS $ 0.24

Basic weighted average number of common shares outstanding 203,376
Diluted weighted average number of common and common equivalent shares outstanding 209,704

Note 9—Commitments and Contingencies
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From time to time, the Company is subject to legal proceedings and claims. In the opinion of the Company's
management, the Company is not involved in any litigation or proceedings that would have a material adverse effect
on the Company or its business.

Note 10—Supplemental Guarantor Financial Statements

On July 8, 2015, the Company issued $600.0 million aggregate principal amount of 5.875% Senior Notes due 2023
(the “Senior Notes”). The Senior Notes are jointly and severally and fully and unconditionally guaranteed, in each case
subject to certain customary release provisions, by substantially all wholly-owned domestic subsidiaries of the
Company that guarantee the Company’s Amended Senior Secured Credit Agreement (collectively “Guarantors”). All of
the Guarantors are 100% owned by the Company. All other subsidiaries of the Company, either direct or indirect, do
not guarantee the Senior Notes (“Non-Guarantors”). The Guarantors also unconditionally guarantee the Amended Senior
Secured Credit Agreement. There are no significant restrictions on the ability of the Company or any of the
subsidiaries that are Guarantors to obtain funds from its subsidiaries by dividend or loan.  

13
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

Condensed consolidating financial information as of March 31, 2018 and December 31, 2017 and for the three months
ended March 31, 2018 and 2017 are presented.  The condensed consolidating financial information of the Company
and its subsidiaries are as follows (in thousands):

March 31, 2018

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Cash and cash equivalents $— $ 10,952 $ 63,125 $ — $ 74,077
Accounts receivable, net — 177,378 86,698 — 264,076
Contract asset — 11,156 786 — 11,942
Prepaid expenses and other current assets — 16,100 19,459 — 35,559
Restricted cash — 543 — — 543
Net property, plant and equipment — 61,058 40,936 — 101,994
Investment in subsidiaries 3,512,062 982,351 — (4,494,413 ) —
Intercompany receivables — 265,532 116,137 (381,669 ) —
Deferred income taxes, long-term — — 2,041 — 2,041
Long-term contract asset — 21,406 670 — 22,076
Goodwill, intangible and other assets, net — 3,836,385 1,200,891 — 5,037,276
Total assets $3,512,062 $ 5,382,861 $ 1,530,743 $ (4,876,082 ) $ 5,549,584

Current portion of long-term debt — 12,199 25,139 — 37,338
Accounts payable — 8,441 9,196 — 17,637
Accrued expenses 7,344 57,597 45,747 — 110,688
Income taxes payable — 13,140 3,042 — 16,182
Deferred revenue — 163,056 29,968 — 193,024
Long-term debt, net of current portion 600,000 1,154,848 194,384 — 1,949,232
Other long-term liabilities — 83,125 37,496 — 120,621
Intercompany payables 88,810 116,137 176,722 (381,669 ) —
Deferred income taxes, long-term — 262,256 26,698 — 288,954
Total liabilities 696,154 1,870,799 548,392 (381,669 ) 2,733,676
Total stockholders’ equity 2,815,908 3,512,062 982,351 (4,494,413 ) 2,815,908
Total liabilities and stockholders’ equity $3,512,062 $ 5,382,861 $ 1,530,743 $ (4,876,082 ) $ 5,549,584
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

December 31, 2017

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Cash and cash equivalents $— $ 21,191 $ 42,866 $ — $ 64,057
Accounts receivable, net — 173,997 69,903 — 243,900
Prepaid expenses and other current assets — 19,770 18,972 — 38,742
Prepaid income taxes — 6,366 5,800 — 12,166
Restricted cash — 592 — — 592
Net property, plant and equipment — 60,774 40,182 — 100,956
Investment in subsidiaries 3,373,730 938,794 — (4,312,524 ) —
Intercompany receivables — 199,503 74,005 (273,508 ) —
Deferred income taxes, long-term — — 2,324 — 2,324
Goodwill, intangible and other assets, net — 3,871,503 1,205,276 — 5,076,779
Total assets $3,373,730 $ 5,292,490 $ 1,459,328 $ (4,586,032 ) $ 5,539,516

Current portion of long-term debt — 12,626 25,237 — 37,863
Accounts payable — 19,223 7,864 — 27,087
Accrued expenses 16,157 96,540 55,381 — 168,078
Income taxes payable — — 6,031 — 6,031
Deferred revenue — 182,181 22,420 — 204,601
Long-term debt, net of current portion 600,000 1,197,576 209,756 — 2,007,332
Other long-term liabilities — 82,239 36,440 — 118,679
Intercompany payables 71,185 74,005 128,318 (273,508 ) —
Deferred income taxes, long-term — 254,370 29,087 — 283,457
Total liabilities 687,342 1,918,760 520,534 (273,508 ) 2,853,128
Total stockholders’ equity 2,686,388 3,373,730 938,794 (4,312,524 ) 2,686,388
Total liabilities and stockholders’ equity $3,373,730 $ 5,292,490 $ 1,459,328 $ (4,586,032 ) $ 5,539,516

For the Three Months Ended March 31, 2018

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Revenues $— $ 287,651 $ 134,453 $ (175 ) $ 421,929
Cost of revenues — 149,678 80,077 (175 ) 229,580
Gross profit — 137,973 54,376 — 192,349
Operating expenses:
Selling and marketing — 22,025 9,125 — 31,150
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Research and development — 27,289 11,630 — 38,919
General and administrative — 26,690 8,743 — 35,433
Total operating expenses — 76,004 29,498 — 105,502
Operating income — 61,969 24,878 — 86,847
Interest expense, net (8,813 ) (12,267 ) (4,274 ) — (25,354 )
Other (expense) income, net — (18,846 ) 19,284 — 438
Earnings from subsidiaries 60,063 33,480 — (93,543 ) —
Income before income taxes 51,250 64,336 39,888 (93,543 ) 61,931
Provision for income taxes — 4,273 6,408 — 10,681
Net income $51,250 $ 60,063 $ 33,480 $ (93,543 ) $ 51,250
Other comprehensive income, net of tax:
Foreign currency exchange translation
adjustment 5,217 5,217 7,386 (12,603 ) 5,217
Comprehensive income $56,467 $ 65,280 $ 40,866 $ (106,146 ) $ 56,467
15
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SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

For the Three Months Ended March 31, 2017

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Revenues $— $ 286,034 $ 122,100 $ (435 ) $ 407,699
Cost of revenues — 144,757 73,137 (435 ) 217,459
Gross profit — 141,277 48,963 — 190,240
Operating expenses:
Selling and marketing — 22,625 7,617 — 30,242
Research and development — 27,169 11,280 — 38,449
General and administrative — 22,608 9,224 — 31,832
Total operating expenses — 72,402 28,121 — 100,523
Operating income — 68,875 20,842 — 89,717
Interest expense, net (8,813 ) (15,004 ) (5,203 ) — (29,020 )
Other (expense) income, net — (17,731 ) 17,660 — (71 )
Loss on extinguishment of debt — (1,743 ) (583 ) — (2,326 )
Earnings from subsidiaries 56,960 28,629 — (85,589 ) —
Income before income taxes 48,147 63,026 32,716 (85,589 ) 58,300
Provision for income taxes — 6,066 4,087 — 10,153
Net income $48,147 $ 56,960 $ 28,629 $ (85,589 ) $ 48,147
Other comprehensive income, net of tax:
Foreign currency exchange translation
adjustment 10,779 10,779 10,109 (20,888 ) 10,779
Comprehensive income $58,926 $ 67,739 $ 38,738 $ (106,477 ) $ 58,926
16
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS – Continued

(Unaudited)

For the Three Months Ended March 31, 2018

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Cash Flow from Operating Activities:
Net income $51,250 $ 60,063 $ 33,480 $ (93,543 ) $ 51,250
Non-cash adjustments — 48,163 16,184 — 64,347
Intercompany transactions 17,626 (22,927 ) 5,301 — —
Earnings from subsidiaries (60,063) (33,480 ) — 93,543 —
Changes in operating assets and liabilities (8,813 ) (22,644 ) (14,196 ) — (45,653 )
Net cash provided by operating activities — 29,175 40,769 — 69,944
Cash Flow from Investment Activities:
Additions to property and equipment — (4,173 ) (2,990 ) — (7,163 )
Cash paid for business acquisitions, net of cash
acquired — — (191 ) — (191 )
Additions to capitalized software — (2,689 ) (1,256 ) — (3,945 )
Net cash used in investing activities — (6,862 ) (4,437 ) — (11,299 )
Cash Flow from Financing Activities:
Cash received from debt borrowings — 45,000 — — 45,000
Repayments of debt — (90,250 ) (16,000 ) — (106,250 )
Transactions involving Holding's common stock — 12,457 — — 12,457
Intercompany transactions — 192 (192 ) — —
Net cash used in financing activities — (32,601 ) (16,192 ) — (48,793 )
Effect of exchange rate changes on cash, cash
equivalents and restricted cash — — 119 — 119
Net increase (decrease) in cash, cash equivalents
and restricted cash — (10,288 ) 20,259 — 9,971
Cash, cash equivalents and restricted cash,
beginning of period — 21,783 42,866 — 64,649
Cash, cash equivalents and restricted cash, end
of period $— $ 11,495 $ 63,125 $ — $ 74,620
17

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

31



SS&C TECHNOLOGIES HOLDINGS, INC. AND SUBSIDIARIES
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(Unaudited)

For the Three Months Ended March 31, 2017

Parent
Guarantor
Subsidiaries

Non-guarantor
Subsidiaries

Consolidating
and
Eliminating
Adjustments Consolidated

Cash Flow from Operating Activities:
Net income $48,147 $ 56,960 $ 28,629 $ (85,589 ) $ 48,147
Non-cash adjustments — 51,401 16,907 — 68,308
Intercompany transactions 17,625 (12,791 ) (4,834 ) — —
Earnings from subsidiaries (56,960) (28,629 ) — 85,589 —
Changes in operating assets and liabilities (8,812 ) (36,492 ) (13,263 ) — (58,567 )
Net cash provided by operating activities — 30,449 27,439 — 57,888
Cash Flow from Investment Activities:
Additions to property and equipment — (5,027 ) (963 ) — (5,990 )
Cash paid for business acquisitions, net of cash
acquired — 1,802 3 — 1,805
Additions to capitalized software — (2,331 ) (946 ) — (3,277 )
Net cash used in investing activities — (5,556 ) (1,906 ) — (7,462 )
Cash Flow from Financing Activities:
Cash received from debt borrowings — 45,000 — — 45,000
Repayments of debt — (77,200 ) (28,000 ) — (105,200 )
Transactions involving Holding's common stock — 713 — — 713
Fees paid for debt extinguishment — (943 ) (420 ) — (1,363 )
Intercompany transactions — 60 (60 ) — —
Net cash used in financing activities — (32,370 ) (28,480 ) — (60,850 )
Effect of exchange rate changes on cash, cash
equivalents and restricted cash — — 1,663 — 1,663
Net decrease in cash, cash equivalents and
restricted cash — (7,477 ) (1,284 ) — (8,761 )
Cash, cash equivalents and restricted cash,
beginning of period — 35,511 84,163 — 119,674
Cash, cash equivalents and restricted cash, end
of period $— $ 28,034 $ 82,879 $ — $ 110,913
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Note 11—Subsequent Events

Equity offering.  In April 2018, the Company completed a public offering of its common stock.  The offering included
30,262,250 newly issued shares of common stock sold by the Company at an offering price to the public of $47.50 per
share for which the Company received total net proceeds of approximately $1.4 billion.

Acquisition of DST Systems, Inc. On April 16, 2018, the Company purchased all of the outstanding stock of DST
Systems, Inc. (“DST”) for approximately $5.0 billion in cash, plus the costs, fees, expenses and debt assumed in
connection with the transaction. In connection with this acquisition, the Company entered into an amended and
restated senior secured credit facility pursuant to which the Company borrowed an aggregate of approximately $7.4
billion (approximately $524.5 million of which was rolled over from the Company’s existing credit facility). A portion
of these proceeds was used to repay the Company’s Senior Notes and the remaining amounts outstanding under the
Company’s existing credit facility.  In addition, the amended and restated senior secured credit facility includes an
undrawn revolving credit facility of $250.0 million.  DST is a global provider of specialized technology, strategic
advisory and business operations outsourcing to the financial services and healthcare industries.  The net assets and
results of operations of DST will be included in the Company’s consolidated financial statements from April 16,
2018.  The relevant business combination disclosures will be included in the Company’s consolidated financial
statements once preliminary accounting has been completed.

18

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

33



Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
This Management's Discussion and Analysis of Financial Condition and Results of Operations, or MD&A, is intended
to provide readers of our Condensed Consolidated Financial Statements with the perspectives of management. It
presents, in narrative form, information regarding our financial condition, results of operations, liquidity and certain
other factors that may affect our future results. It should be read in conjunction with our 2017 Form 10-K and the
Condensed Consolidated Financial Statements included in this Form 10-Q.

Critical Accounting Policies

Certain of our accounting policies require the application of significant judgment by our management, and such
judgments are reflected in the amounts reported in our Condensed Consolidated Financial Statements. In applying
these policies, our management uses its judgment to determine the appropriate assumptions to be used in the
determination of estimates. Those estimates are based on our historical experience, terms of existing contracts,
management’s observation of trends in the industry, information provided by our clients and information available
from other outside sources, as appropriate. Actual results may differ significantly from the estimates contained in our
Condensed Consolidated Financial Statements. There have been no material changes to our critical accounting
estimates and assumptions or the judgments affecting the application of those estimates and assumptions since the
filing of our 2017 Form 10-K. Our critical accounting policies are described in the 2017 Form 10-K and include:

•Revenue Recognition
•Long-Lived Assets, Intangible Assets and Goodwill
•Acquisition Accounting
•Stock-based Compensation
•Income Taxes

Acquisition of DST Systems, Inc.

On April 16, 2018, the Company purchased all of the outstanding stock of DST Systems, Inc. (“DST”) for
approximately $5.0 billion in cash, plus the costs, fees, expenses and debt assumed in connection with the transaction.
In connection with this acquisition, the Company entered into an amended and restated senior secured credit facility
pursuant to which the Company borrowed an aggregate of approximately $7.4 billion (approximately $524.5 million
of which was rolled over from the Company’s existing credit facility).  A portion of these proceeds was used to repay
the Company’s Senior Notes and the remaining amounts outstanding under the Company’s existing credit facility.  In
addition, the amended and restated senior secured credit facility includes an undrawn revolving credit facility of
$250.0 million.  DST is a global provider of specialized technology, strategic advisory and business operations
outsourcing to the financial services and healthcare industries.  The net assets and results of operations of DST will be
included in the Company’s consolidated financial statements from April 16, 2018.  The relevant business combination
disclosures will be included in the Company’s consolidated financial statements once preliminary accounting has been
completed.

Results of Operations

We derive our revenue from two sources: software-enabled services revenues and license, maintenance and related
revenues. See Note 1 to our Condensed Consolidated Financial Statements for discussion of the change in revenue
presentation compared to prior periods.  As a general matter, fluctuations in our software-enabled services revenues
are attributable to the number of new software-enabled services clients as well as total assets under management in our
clients’ portfolios and the number of outsourced transactions provided to our existing clients. License, maintenance and
related revenues consist of term and perpetual license fees, maintenance fees and professional services.  Maintenance
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revenues vary based on customer retention and on the annual increases in fees, which are generally tied to the
consumer price index. License and professional services revenues tend to fluctuate based on the number of new
licensing clients, the timing and terms of contract renewals and demand for consulting services.
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Revenues

The following table sets forth the percentage of our total revenues represented by each of the following sources of
revenues for the periods indicated:

Three
Months
Ended
March 31,
2018 2017

Revenues:
Software-enabled services 70 % 68 %
License, maintenance and related 30 32
Total revenues 100% 100 %

The following table sets forth revenues (dollars in thousands) and percent change in revenues for the periods
indicated:

Three Months Ended
March 31,

Percent

Change
from

Prior

Period
2018 2017

Revenues:
Software-enabled services $294,803 $276,452 7 %
License, maintenance and related 127,126 131,247 (3 )
Total revenues $421,929 $407,699 3

Three Months Ended March 31, 2018 and 2017. Our revenues increased $14.2 million or 3.5%.  Revenues increased
primarily due to increased demand for our software-enabled services.  Our acquisitions, which included
CommonWealth Fund Services Ltd. (“CommonWealth”) in the fourth quarter of 2017, contributed $1.8 million in
revenues and the favorable impact from foreign currency translation added $3.3 million, which resulted primarily
from the strength of the U.S. dollar relative to the British Pound, the Euro and the Canadian dollar.  Software-enabled
services revenues increased $18.4 million or 6.6% primarily due to a continued increase in demand for our fund
administration services as well as services for advisory and wealth managers.  Acquisitions contributed $1.8 million
and the favorable impact from foreign currency translation was $1.8 million.  License, maintenance and related
revenues decreased $4.1 million or 3.1% primarily due to lower demand for professional services and the impact on
term licenses as a result of the implementation of ASC 606.  Offsetting the overall decrease in license, maintenance
and related revenues was an increase of $1.5 million due to the favorable impact from foreign currency translation.
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Cost of Revenues

Cost of software-enabled services revenues consists primarily of costs related to personnel utilized in servicing our
software-enabled services and amortization of intangible assets. Cost of license, maintenance and other related
revenues consists primarily of the cost related to personnel utilized in servicing our maintenance contracts and to
provide implementation, conversion and training services to our software licensees, as well as system integration and
custom programming consulting services and amortization of intangible assets.

The following tables set forth each of the following cost of revenues as a percentage of their respective revenue source
for the periods indicated:

Three
Months
Ended
March 31,
2018 2017

Cost of revenues:
Cost of software-enabled services 57 % 56 %
Cost of license, maintenance and related 49 48
Total cost of revenues 54 53
Gross margin percentage 46 47

20

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

37



The following table sets forth cost of revenues (dollars in thousands) and percent change in cost of revenues for the
periods indicated:

Three Months Ended
March 31,

Percent

Change
from

Prior

Period
2018 2017

Cost of revenues:
Cost of software-enabled services $167,416 $154,006 9 %
Cost of license, maintenance and related 62,164 63,453 (2 )
Total cost of revenues $229,580 $217,459 6

Three Months Ended March 31, 2018 and 2017. Our total cost of revenues increased $12.1 million or
5.6%.  Acquisitions contributed $1.3 million to the increase and the unfavorable impact from foreign currency
translation added $3.6 million, which resulted primarily from the strength of the U.S. dollar relative to the British
Pound, the Euro and the Canadian dollar.  Costs of software-enabled services revenues increased $13.4 million
primarily due to increased personnel-related costs as well as rent and occupancy costs incurred to support the growth
in software –enabled services revenues.  Acquisitions added $1.3 million and the unfavorable impact from foreign
currency translation added $2.8 million.  Costs of license, maintenance and related revenues decreased $1.3 million
primarily due to a decrease in personnel-related costs, offset by an increase of $0.8 million due to the unfavorable
impact from foreign currency translation.  

Operating Expenses

Selling and marketing expenses consist primarily of the personnel costs associated with the selling and marketing of
our products, including salaries, commissions and travel and entertainment. Such expenses also include amortization
of intangible assets, the cost of branch sales offices, trade shows and marketing and promotional materials. Research
and development expenses consist primarily of personnel costs attributable to the enhancement of existing products
and the development of new software products. General and administrative expenses consist primarily of personnel
costs related to management, accounting and finance, information management, human resources and administration
and associated overhead costs, as well as fees for professional services.

The following table sets forth the percentage of our total revenues represented by each of the following operating
expenses for the periods indicated:

Three
Months
Ended
March 31,
2018 2017

Operating expenses:
Selling and marketing 7 % 7 %
Research and development 9 10
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General and administrative 9 8
Total operating expenses 25 % 25 %

The following table sets forth operating expenses (dollars in thousands) and percent change in operating expenses for
the periods indicated:

Three Months Ended
March 31,

Percent

Change
from

Prior

Period
2018 2017

Operating expenses:
Selling and marketing $31,150 $30,242 3 %
Research and development 38,919 38,449 1
General and administrative 35,433 31,832 11
Total operating expenses $105,502 $100,523 5

Three Months Ended March 31, 2018 and 2017. Operating expenses increased $5.0 million, or 4.9% primarily due to
higher professional fees associated with the acquisition of DST, legal-related expenses and higher personnel-related
costs, partially offset by a decrease in rent and occupancy costs.  Acquisitions added $0.3 million and the unfavorable
impact from foreign currency translation added $1.7 million, which resulted primarily from the strength of the U.S.
dollar relative to the British Pound, the Euro and the Canadian dollar.
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Comparison of the Three Months Ended March 31, 2018 and 2017 for Interest, Taxes and Other

Interest expense, net. We had net interest expense of $25.4 million in 2018 compared to $29.0 million in 2017.  The
decrease in interest expense for 2018 as compared to 2017 was primarily due to a lower average debt balance as
compared to the three months ended March 31, 2017. These facilities are discussed further in “Liquidity and Capital
Resources”.

Other income (expense), net. We had other income, net of $0.4 million and other expense, net of less than $0.1 million
for the three months ended March 31, 2018 and 2017, respectively.  Other income (expense), net consists primarily of
foreign currency transaction losses in both periods.

Loss on extinguishment of debt. We recorded a $2.3 million loss on extinguishment of debt in the three months ended
March 31, 2017 in connection with the amendment of our senior secured credit facility. The loss on early
extinguishment of debt includes the write-off of a portion of the unamortized capitalized financing fees related to the
senior secured credit facility for amounts accounted for as a debt extinguishment, as well as the new financing fees
related to the senior secured credit facility for amounts accounted for as a debt modification.  

Provision for income taxes. The following table sets forth the provision for income taxes (dollars in thousands) and
effective tax rates for the periods indicated:

Three Months
Ended March 31,
2018 2017

Provision for income taxes $10,681 $10,153
Effective tax rate 17 % 17 %

Our March 31, 2018 effective tax rate differs from the statutory rate of 21% primarily due to the recognition of
windfall tax benefits from stock awards in the current quarter.  Our March 31, 2017 effective tax rate differs from the
statutory rate of 35% primarily due to the effect of our foreign operations. While the effective tax rate for the three
months ended March 31, 2018 is consistent with the effective tax rate for the three months ended March 31, 2017, the
effective tax rate for the three months ended March 31, 2018 was benefitted by the decrease in statutory rate from
35% to 21%, partially offset by the unfavorable impact of a tax on Global Intangible Low-Taxed Income (“GILTI”),
both as a result of the Tax Cut and Jobs Act of 2017 (“Tax Act”) that was enacted into law in the U.S. in December
2017.  Our effective tax rate benefited in prior years from the effect of operations outside the United States, which
prior to 2018, were taxed at rates lower than the U.S. statutory rate.  While we have income from multiple foreign
sources, the majority of our non-U.S. operations are in Canada, India and the United Kingdom, where we anticipate
the statutory rates to be 26.5%, 30.5% and 19.0%, respectively, in 2018. The consolidated expected effective tax rate
for the year ended December 31, 2018 is forecasted to be between 23% and 25%. A future proportionate change in the
composition of income before income taxes from foreign and domestic tax jurisdictions could impact our periodic
effective tax rate.

In accordance with Staff Accounting Bulletin No. 118 (“SAB 118”) issued by the SEC Staff in December 2017, we
recorded provisional estimates regarding certain provisions of the Tax Act in the period ending December 31, 2017,
including the mandatory deemed repatriation provisions, revaluation of deferred taxes and related state tax
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impacts.  We did not make any significant adjustments to these estimates for the quarter ending March 31, 2018.  We
will continue to analyze all necessary information and guidance in order to complete our accounting related to the Tax
Act within the measurement period, which is not to exceed one year beyond the date of enactment.

Liquidity and Capital Resources

Our principal cash requirements are to finance the costs of our operations pending the billing and collection of client
receivables, to fund payments with respect to our indebtedness, to invest in research and development, to acquire
complementary businesses or assets and to pay dividends on our common stock. We expect our cash on hand, cash
flows from operations, and cash available under the Amended Senior Secured Credit Agreement to provide sufficient
liquidity to fund our current obligations, projected working capital requirements and capital spending for at least the
next twelve months.

In April 2018, we purchased all of the outstanding stock of DST for approximately $5.0 billion in cash, plus the costs,
fees, expenses and debt assumed in connection with the transaction.  We funded the acquisition and refinancing of
existing debt with $7.4 billion of debt financing (of which approximately $524.5 million was rolled over from our
existing credit facility) and a portion of the net proceeds from the issuance and sale of approximately $1.4 billion of
our common stock.

In 2018, we paid quarterly cash dividends of $0.07 per share of common stock on March 15, 2018 to stockholders of
record as of the close of business on March 1, 2018, totaling $14.5 million.  In 2017, we paid quarterly cash dividends
of $0.0625 per share of common stock on March 15, 2017 to stockholders of record as of the close of business on
March 1, 2017, totaling $12.7 million.
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Our cash, cash equivalents and restricted cash at March 31, 2018 were $74.6 million, an increase of $10.0 million
from $64.6 million at December 31, 2017. The increase in cash, cash equivalents and restricted cash is primarily due
to cash provided by operations and proceeds from stock option exercises.  These increases were partially offset by net
repayments of debt, payment of dividends and capital expenditures.

Net cash provided by operating activities was $69.9 million for the three months ended March 31, 2018.  Cash
provided by operating activities primarily resulted from net income of $51.3 million adjusted for non-cash items of
$64.3 million, partially offset by changes in our working capital accounts (excluding the effect of acquisitions)
totaling $45.7 million. The changes in our working capital accounts were driven by decreases in accrued expenses,
accounts payable and deferred revenue and an increase in accounts receivable, partially offset by changes in contract
assets and income taxes prepaid and payable.  The decrease in accrued expenses was primarily due to the payment of
annual employee bonuses in the first quarter of 2018.  The decrease in accounts payable was primarily due to the
timing of payments.  The decrease in deferred revenue and change in contract assets was primarily due to the adoption
of ASC 606.  The increase in accounts receivable was primarily due to an increase in days’ sales outstanding related to
receivables for annual maintenance invoices that are typically billed in the first quarter of each year.

Investing activities used net cash of $11.3 million for the three months ended March 31, 2018, primarily related to
$7.2 million in capital expenditures and $3.9 million in capitalized software development costs as well as cash paid of
$0.2 million related to purchase price adjustments for prior acquisitions.

Financing activities used net cash of $48.8 million for the three months ended March 31, 2018, representing net
repayments of debt totaling $61.3 million, $14.5 million in quarterly dividends paid and $2.2 million in withholding
taxes paid related to equity award net share settlements, partially offset by proceeds of $29.1 million from stock
option exercises.

Our cash, cash equivalents and restricted cash at March 31, 2017 were $110.9 million, a decrease of $8.8 million from
$119.7 million at December 31, 2016.  The decrease in cash, cash equivalents and restricted cash is primarily due to
net repayments of debt, payments of annual employee cash incentive, payment of dividends, capital expenditures and
payment of withholding taxes related to equity award net share settlement. These decreases were partially offset by
cash provided by operations and proceeds from stock option exercises.

Net cash provided by operating activities was $57.9 million for the three months ended March 31, 2017. Cash
provided by operating activities primarily resulted from net income of $48.1 million adjusted for non-cash items of
$68.3 million, partially offset by changes in our working capital accounts (excluding the effect of acquisitions)
totaling $58.6 million. The changes in our working capital accounts include a decrease in accrued expenses and
increases in accounts receivable and prepaid expenses and other assets.  These changes were partially offset by
increases in deferred revenues and accounts payable and a change in income taxes prepaid and payable. The decrease
in accrued expenses was primarily due to the payment of annual employee bonuses in the first quarter of 2017. The
increase in accounts receivable was primarily due to an increase in days’ sales outstanding related to receivables within
recently acquired businesses. The increase in deferred revenues was primarily due to the collection of annual
maintenance fees. The increase in accounts payable was primarily due to the timing of payments.

Investing activities used net cash of $7.5 million for the three months ended March 31, 2017, primarily related to $6.0
million in capital expenditures and $3.3 million in capitalized software costs partially offset by cash received of $1.8
million related to purchase price adjustments for prior acquisitions.

Financing activities used net cash of $60.9 million for the three months ended March 31, 2017, representing net
repayments of debt totaling $60.2 million, $12.7 million in quarterly dividends paid, $1.4 million in fees paid for debt
extinguishment and $0.6 million in withholding taxes paid related to equity award net share settlements, partially
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offset by proceeds of $14.0 million from stock option exercises.

We have made a permanent reinvestment determination in certain non-U.S. operations that have historically generated
positive operating cash flows. At March 31, 2018, we held approximately $57.2 million in cash and cash equivalents
at non-U.S. subsidiaries where we had made such a determination and in turn no provision for foreign withholding,
foreign local, or U.S. state income taxes had been made. At March 31, 2018, we held approximately $51.8 million in
cash that was available to our foreign borrowers under our senior secured credit facility and will be used to facilitate
debt servicing of those entities.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that is material to investors.
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Senior Secured Credit Facilities

On March 2, 2017, we entered into an amendment (the “Amendment”) to our Credit Agreement (“Amended Senior
Secured Credit Agreement”). Pursuant to the Amendment, the highest (non-default) interest rate margin applicable to
Term Loan A was reduced from LIBOR plus 2.75% to LIBOR plus 1.75%, and the highest (non-default) interest rate
margin applicable to Term Loan B was reduced from LIBOR plus 3.25% to LIBOR plus 2.25%. The LIBOR “floor”
was also amended for the Term Loan A and the Term Loan B to be 0%.  No changes were made to the financial
covenants, outstanding principal amounts or the scheduled amortization.

The Amendment was evaluated in accordance with FASB Accounting Standards Codification 470-50,
Debt-Modifications and Extinguishments, for modification and extinguishment accounting. We accounted for the debt
re-pricing as a debt modification with respect to amounts that remained obligations of the same lender in the syndicate
with minor changes in cash flows and as a debt extinguishment with respect to amounts that were obligations of
lenders that exited the syndicate or remained in the syndicate but experienced a change in cash flows of greater than
10%. See Note 3 to our Condensed Consolidated Financial Statements for further discussion of debt.

The Company recorded a $2.3 million loss on extinguishment of debt in the three months ended March 31, 2017 in
connection with the Amendment. The loss on early extinguishment of debt includes the write-off of a portion of the
unamortized capitalized financing fees related to the senior secured credit facility for amounts accounted for as a debt
extinguishment, as well as new financing fees related to the Amendment for amounts accounted for as a debt
modification.

As of March 31, 2018, there was $83.3 million in principal amount outstanding under the Term Loan A-1, $129.2
million in principal amount outstanding under the Term Loan A-2, $1,204.7 million in principal amount outstanding
under the Term Loan B-1 and $13.7 million in principal amount outstanding under the Term Loan B-2.  In addition,
the Amended Senior Secured Credit Agreement had a revolving credit facility with a five year term available for
borrowings by SS&C with $149.1 million in available commitments.  The revolving credit facility also contained a
$25 million letter of credit sub-facility, of which $0.9 million was outstanding as of March 31, 2018 and December
31, 2017, respectively.  As of March 31, 2018, we were in compliance with the financial and non-financial covenants
under the Amended Senior Secured Credit Agreement.

On April 16, 2018, in connection with our acquisition of DST, the Company, SS&C Technologies, Inc., SS&C
European Holdings S.a r.l., SS&C Technologies Holdings Europe S.a r.l., and certain of the Company’s subsidiaries,
amended and restated the Amended Senior Secured Credit Agreement (as amended and restated, the “New Credit
Agreement”), with Credit Suisse AG, Cayman Islands Branch acting as administrative agent and certain lenders party
thereto. Pursuant to the New Credit Agreement, (i) a new $5.0 billion senior secured Term Loan B facility ( “Term
Loan B-3”), was made available to, and incurred by, SS&C Technologies, Inc., (ii) a new $1.8 billion senior secured
Term Loan B facility ( “Term Loan B-4”) was made available to, and incurred by, SS&C European Holdings S.a r.l.,
(iii) approximately $524.5 million in aggregate principal amount of the Company’s existing Term Loan B-1 and B-2
facilities borrowed under the Amended Senior Secured Credit Agreement remained outstanding and (iv) a $250.0
million senior secured revolving credit facility, or the Revolving Credit Facility, made available to SS&C
Technologies, Inc., $25.0 million of which is available for letters of credit. Approximately $1.5 billion of those
borrowings was used to repay the remaining existing indebtedness of the Company and the remainder was used to
finance, in part, the DST acquisition.

Under the New Credit Agreement, we are required to make scheduled quarterly payments of 0.25% of the original
principal amount of the Term Loans, with the balance due and payable on the seventh anniversary of its incurrence.
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No amortization is required under the Revolving Credit Facility.

Our obligations under the New Credit Agreement are guaranteed by (i) the Company and each of our existing and
future U.S. wholly-owned restricted subsidiaries (subject to customary exceptions and limitations) and (ii) in the case
of Term Loan B-4, by SS&C Technologies Holdings Europe S.a r.l. and each of our existing and future foreign
wholly-owned restricted subsidiaries (subject to customary exceptions and limitations).

The obligations of the U.S. loan parties under the New Credit Agreement are secured by substantially all of the assets
of such persons (subject to customary exceptions and limitations), including a pledge of all of the capital stock of
substantially all of the U.S. wholly-owned restricted subsidiaries of such persons (with customary exceptions and
limitations) and 65% of the capital stock of certain foreign restricted subsidiaries of such persons (with customary
exceptions and limitations). All obligations of the non-U.S. loan parties under the New Credit Agreement are secured
by substantially all of Holdings’ and the other guarantors’ assets (subject to customary exceptions and limitations),
including a pledge of all of the capital stock of substantially all of Holdings’ wholly-owned restricted subsidiaries (with
customary exceptions and limitations).

The New Credit Agreement includes negative covenants that, among other things and subject to certain thresholds and
exceptions, limit our ability and the ability of our restricted subsidiaries to incur debt or liens, make investments
(including in the form
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of loans and acquisitions), merge, liquidate or dissolve, sell property and assets, including capital stock of our
subsidiaries, pay dividends on our capital stock or redeem, repurchase or retire our capital stock, alter the business we
conduct, amend, prepay, redeem or purchase subordinated debt, or engage in transactions with our affiliates.  In
addition, the New Credit Agreement contains a financial covenant requiring us to maintain a consolidated net secured
leverage ratio.  In addition, under the New Credit Agreement, certain defaults under agreements governing other
material indebtedness could result in an event of default under the New Credit Agreement, in which case the lenders
could elect to accelerate payments under the New Credit Agreement and terminate any commitments they have to
provide future borrowings.

Senior Notes

On July 8, 2015, in connection with the acquisition of Advent, we issued $600.0 million aggregate principal amount
of 5.875% Senior Notes due 2023. As of March 31, 2018, there were $600.0 million in principal amount of Senior
Notes outstanding.  On April 16, 2018, in connection with our acquisition of DST, we redeemed in full all of the
outstanding Senior Notes.  

The Senior Notes were guaranteed by SS&C and each of our wholly-owned domestic subsidiaries that borrowed or
guaranteed obligations under the Amended Senior Secured Credit Agreement. The guarantees were full and
unconditional and joint and several. The Senior Notes were unsecured senior obligations that were equal in right of
payments to all existing and future senior debt, including the Amended Senior Secured Credit Agreement.

The indenture governing the Senior Notes contained a number of covenants that restrict, subject to certain thresholds
and exceptions, our ability and the ability of our restricted subsidiaries to incur debt or liens, make certain
investments, pay dividends, dispose of certain assets, engage in mergers or acquisitions or engage in transactions with
our affiliates.  Any event of default under the Amended Senior Secured Credit Agreement that led to an acceleration
of those amounts due would also have resulted in a default under the indenture governing the Senior Notes.

Covenant Compliance

Under the Amended Senior Secured Credit Agreement, we were required to satisfy and maintain a specified financial
ratio. We are required to satisfy and maintain a specified financial ratio under the New Credit Agreement as well.  Our
continued ability to meet this financial ratio can be affected by events beyond our control, and we cannot assure you
that we will continue to meet this ratio. Any breach of these covenants could result in an event of default under the
New Credit Agreement. Upon the occurrence of any event of default under the New Credit Agreement, the lenders
could elect to declare all amounts outstanding under the New Credit Agreement to be immediately due and payable
and terminate all commitments to extend further credit.

Consolidated EBITDA is a non-GAAP financial measure used in key financial covenants contained in the Amended
Senior Secured Credit Agreement and now the New Credit Agreement, which is the material facility supporting our
capital structure and providing liquidity to our business. Consolidated EBITDA is defined as earnings before interest,
taxes, depreciation and amortization (“EBITDA”), further adjusted to exclude unusual items and other adjustments
permitted in calculating covenant compliance under the Amended Senior Secured Credit Agreement. We believe that
the inclusion of supplementary adjustments to EBITDA applied in presenting Consolidated EBITDA is appropriate to
provide additional information to investors to demonstrate compliance with the specified financial ratio and other
financial condition tests contained in the New Credit Agreement.

Management uses Consolidated EBITDA to gauge the costs of our capital structure on a day-to-day basis when full
financial statements are unavailable. Management further believes that providing this information allows our investors
greater transparency and a better understanding of our ability to meet our debt service obligations and make capital
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expenditures.

Any breach of covenants in the New Credit Agreement that are tied to ratios based on Consolidated EBITDA could
result in an event of default under that agreement, in which case the lenders could elect to declare all amounts
borrowed immediately due and payable and to terminate any commitments they have to provide further borrowings.
Any default and subsequent acceleration of payments under the New Credit Agreement would have a material adverse
effect on our results of operations, financial position and cash flows. Additionally, under the New Credit Agreement,
our ability to engage in activities such as incurring additional indebtedness, making investments and paying dividends
is also tied to ratios based on Consolidated EBITDA.

Consolidated EBITDA does not represent net income or cash flow from operations as those terms are defined by
generally accepted accounting principles, or GAAP, and does not necessarily indicate whether cash flows will be
sufficient to fund cash needs. Further, the New Credit Agreement requires that Consolidated EBITDA be calculated
for the most recent four fiscal quarters. As a result, the measure can be disproportionately affected by a particularly
strong or weak quarter. Further, it may not be comparable to the measure for any subsequent four-quarter period or
any complete fiscal year.
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Consolidated EBITDA is not a recognized measurement under GAAP and investors should not consider Consolidated
EBITDA as a substitute for measures of our financial performance and liquidity as determined in accordance with
GAAP, such as net income, operating income or net cash provided by operating activities.  Because other companies
may calculate Consolidated EBITDA differently than we do, Consolidated EBITDA may not be comparable to
similarly titled measures reported by other companies.  Consolidated EBITDA has other limitations as an analytical
tool, when compared to the use of net income, which is the most directly comparable GAAP financial measure,
including:

•Consolidated EBITDA does not reflect the provision of income tax expense in our various jurisdictions;
•Consolidated EBITDA does not reflect the significant interest expense we incur as a result of our debt leverage;
•Consolidated EBITDA does not reflect any attribution of costs to our operations related to our investments and
capital expenditures through depreciation and amortization charges;
•Consolidated EBITDA does not reflect the cost of compensation we provide to our employees in the form of stock
option awards; and
•Consolidated EBITDA excludes expenses and income that are permitted to be excluded per the terms of our
Amended Senior Secured Credit Agreement, but which others may believe are normal expenses for the operation of a
business.

The following is a reconciliation of net income to Consolidated EBITDA as defined in our New Credit Agreement.

Three Months Ended
March 31,

Twelve
Months
Ended
March 31,

(in thousands) 2018 2017 2018
Net income $51,250 $48,147 $ 331,967
Interest expense, net 25,354 29,020 103,807
Provision (benefit) for income taxes 10,681 10,153 (45,706 )
Depreciation and amortization 61,372 58,557 240,004
EBITDA 148,657 145,877 630,072
Stock-based compensation 12,702 10,900 43,289
Capital-based taxes — 375 (61 )
Acquired EBITDA and cost savings (1) — 808 2,144
Non-cash portion of straight-line rent expense (24 ) 68 4,293
Loss on extinguishment of debt — 2,326 —
Purchase accounting adjustments (2) 599 352 4,563
ASC 606 adoption impact 11,929 — 11,929
Other (3) 4,811 1,755 18,450
Consolidated EBITDA $178,674 $162,461 $ 714,679

________________________

(1)Acquired EBITDA reflects the EBITDA impact of significant businesses that were acquired during the period as if
the acquisition occurred at the beginning of the period, as well as cost savings enacted in connection with
acquisitions.

(2) Purchase accounting adjustments include (a) an adjustment to increase revenues by the amount that would
have been recognized if deferred revenue were not adjusted to fair value at the date of acquisitions, (b) an
adjustment to increase personnel and commissions expense by the amount that would have been recognized
if prepaid commissions and deferred personnel costs were not adjusted to fair value at the date of the
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acquisitions and (c) an adjustment to increase rent expense by the amount that would have been recognized
if lease obligations were not adjusted to fair value at the date of acquisitions.

(3)Other includes expenses and income that are permitted to be excluded per the terms of our Amended Senior
Secured Credit Agreement from Consolidated EBITDA, a financial measure used in calculating our covenant
compliance.  These include expenses and income related to currency transactions, facilities and workforce
restructuring, legal settlements and business combinations.

Recently Adopted Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”),
2016-15, Classification of Certain Cash Receipts and Cash Payments. ASU 2016-15 addresses how certain cash
receipts and cash payments are presented and classified in the statement of cash flows under Accounting Standards
Codification (“ASC”) 230, Statement of Cash flow, and other Topics.  ASU 2016-15 is effective for the first quarter of
fiscal 2018 and the guidance requires application using a retrospective method.  The impact of our adoption of ASU
2016-15 to our Condensed Consolidated Financial Statements will be to reflect the presentation of debt prepayment or
debt extinguishment costs as cash outflows for financing activities within our
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Condensed Consolidated Statement of Cash Flows.  We adopted ASU 2016-15, which did not have a material impact
on our financial position, results of operations or cash flows.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). ASC 606
supersedes the revenue recognition requirements in ASC 605 and 985 and requires entities to recognize revenue when
control of the promised goods or services is transferred to customers at an amount that reflects the consideration to
which the entity expects to be entitled to in exchange for those goods or services.  We adopted ASC 606 as of January
1, 2018 using the modified retrospective transition method.  See Note 2 in our Condensed Consolidated Financial
Statements for further details.

Recent Accounting Pronouncements Not Yet Effective

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial Instruments. ASU 2016-13
requires companies to measure credit losses utilizing a methodology that reflects expected credit losses and requires a
consideration of a broader range of reasonable and supportable information to inform credit loss estimates. ASU
2016-13 is effective for the first quarter of fiscal 2020 and earlier adoption is permitted beginning in the first quarter
of fiscal 2019.  Application of the ASU is through a cumulative-effect adjustment to retained earnings as of the
effective date.  We are currently evaluating the impact of the pending adoption of ASU 2016-13 on our Condensed
Consolidated Financial Statements.  This ASU is not expected to have a material impact on our financial position,
results of operations or cash flows.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This ASU would require lessees to recognize
the following for all leases (with the exception of short-term leases) at the commencement date; (i) a lease liability,
which is a lessee’s obligation to make lease payments arising from a lease, measured on a discounted basis; and (ii) a
right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a specified asset for
the lease term. Lessor accounting is largely unchanged under the amendments of this ASU. Additional disclosures will
be required to allow the user to assess the amount, timing and uncertainty of cash flows arising from leasing activities.
A modified retrospective transition approach is required for leases existing at the time of adoption.  ASU 2016-02 is
effective for the first quarter of fiscal 2019 and earlier adoption is permitted.  The impact of the adoption of ASU
2016-02 to our Condensed Consolidated Financial Statements will be to recognize the majority of our operating lease
commitments as operating lease liabilities and right-of-use assets upon adoption, which will result in a material
increase in the assets and liabilities recorded on our Condensed Consolidated Balance Sheet.  We are continuing our
assessment, which may identify additional impacts this ASU will have on our Condensed Consolidated Financial
Statements and related disclosures and internal controls over financial reporting.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
We do not use derivative financial instruments for trading or speculative purposes. We have invested our available
cash in short-term, highly liquid financial instruments, having initial maturities of three months or less. When
necessary, we have borrowed to fund acquisitions.

At March 31, 2018, we had total debt of $2,030.9 million, including $1,430.9 million of variable interest rate debt. As
of March 31, 2018, a 1% increase in interest rates would result in an increase in interest expense of approximately
$14.3 million per year.
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During the three months ended March 31, 2018, approximately 28% of our revenues were from clients located outside
the United States. A portion of the revenues from clients located outside the United States is denominated in foreign
currencies, the majority being the Canadian dollar. While revenues and expenses of our foreign operations are
primarily denominated in their respective local currencies, some subsidiaries do enter into certain transactions in
currencies that are different from their local currency. These transactions consist primarily of cross-currency
intercompany balances and trade receivables and payables. As a result of these transactions, we have exposure to
changes in foreign currency exchange rates that result in foreign currency transaction gains and losses, which we
report in other income (expense). These outstanding amounts were not material for the three months ended March 31,
2018. The amount of these balances can fluctuate in the future as we bill customers and buy products or services in
currencies other than our functional currency, which could increase our exposure to foreign currency exchange rates.
We continue to monitor our exposure to foreign exchange rates as a result of our acquisitions and changes in our
operations. We do not enter into any market risk sensitive instruments for trading purposes.

The foregoing risk management discussion and the effect thereof are forward-looking statements. Actual results in the
future may differ materially from these projected results due to actual developments in global financial markets. The
analytical methods used by us to assess and minimize risk discussed above should not be considered projections of
future events or losses.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our chief executive officer and chief financial officer (our principal
executive officer and principal financial officer, respectively), evaluated the effectiveness of our disclosure controls
and procedures as of March 31, 2018. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended, or Exchange Act, means controls and other
procedures of a company that are designed to ensure that information required to be disclosed by a company in the
reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the
time periods specified in the rules and forms of the Securities and Exchange Commission. Disclosure controls and
procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to the company’s management, including its principal executive and principal financial officers, as
appropriate to allow timely decisions regarding required disclosure. Management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their
objectives, and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible
controls and procedures. Based on the evaluation of our disclosure controls and procedures as of March 31, 2018, our
chief executive officer and chief financial officer concluded that, as of such date, our disclosure controls and
procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There have not been any changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) that occurred during the fiscal quarter ended March 31, 2018, that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 

PART II – OTHER INFORMATION

Item 1. Legal Proceedings
The information regarding certain legal proceedings in which we are involved as set forth in Note 9 – Commitments
and Contingencies of the Notes to the Condensed Consolidated Financial Statements (Part I, Item 1 of this Quarterly
Report on Form 10-Q) is incorporated by reference into this Item 1.

Item 1A. Risk Factors

The following disclosure modifies the discussion of risks and uncertainties previously disclosed in our Annual Report
on Form 10-K for the year ended December 31, 2017. If any of the following risks occur, it could materially affect our
business, operating results, cash flows and financial condition and possibly lead to a decline in our stock price. The
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risks and uncertainties described below are those that we have identified as material, but are not the only risks and
uncertainties facing us. Our business is also subject to general risks and uncertainties that affect many other
companies. Additional risks and uncertainties not currently known to us or that we currently believe are not material
may also impair our business, operating results, cash flows and financial condition.

Risks Relating to Our Business

Our business is greatly affected by changes in the state of the general economy and the financial markets, and
uncertainty in the general economy, the financial services industry or other industries in which our clients operate
could disproportionately affect the demand for our products and services.

We derive our revenues from the delivery of products and services to clients primarily in the financial services and
healthcare industries. Demand for our products and services among companies in those industries could decline for
many reasons. If demand for our products or services decreases or any of the industries we serve decline, our business
and our operating results could be adversely affected.

In recent years, the global economy has experienced a significant recession, severe disruptions in the credit markets,
increased uncertainty about economic, political and market conditions, and periods of heightened volatility in a variety
of financial and other markets, including commodity prices and currency rates, all of which have had at times a
material and adverse effect on the financial markets and the activity levels of our clients. While the U.S. economy
may technically have come out of the recession, the recovery is fragile and may not be sustainable for any specific
period of time, and the economy could slip back into an even more significant recession. Our clients include a range
of organizations in the financial services industry whose success is linked to the health of the economy generally and
of the financial markets specifically. Unfavorable or uncertain economic conditions, economic instability or economic
downturns could: (i) cause our clients or prospective clients to cancel, reduce or delay planned expenditures for our
products
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and services; (ii) impair our clients’ ability to pay for products they have purchased; or (iii) cause our clients to process
fewer transactions through our software-enabled services, renegotiate their contracts with us, move their IT solutions
in-house, switch to lower-priced solutions offered by our competitors or exit the industry.  Fluctuations in the value of
assets under our clients’ management could also adversely affect our revenues because pricing in many of our
agreements is adjusted based on assets under management.  We cannot predict the occurrence, timing or duration of
any economic downturn, generally, or in the markets in which our businesses operate.  Turbulence in the U.S. and
international markets, renewed concern about the strength and sustainability of a recovery and prolonged declines in
business consumer spending could materially adversely affect our business, results of operations and financial
condition, and the liquidity and financial condition of our clients.

In addition, any other events that adversely affect our clients’ businesses, rates of growth or numbers of clients they
serve could decrease demand for our products and services and the number of transactions we process. Events that
could adversely affect our clients’ businesses include decreased demand for our clients’ products and services, adverse
conditions in our clients’ markets or adverse economic conditions generally. We may be unsuccessful in predicting the
needs of changing industries and whether potential clients will accept our products or services. We also may invest in
technology or infrastructure for specific clients and not realize additional revenue from such investments. If trends or
events do not occur as we expect, our business could be negatively impacted.

We may not achieve the anticipated benefits from our acquisitions and may face difficulties in integrating our
acquisitions.

We have acquired and intend in the future to acquire companies, products or technologies that we believe could
complement or expand our business, augment our market coverage, enhance our technical capabilities or otherwise
offer growth opportunities. For example, on April 16, 2018 we consummated our previously announced acquisition of
DST. However, acquisitions could subject us to contingent or unknown liabilities, and we may have to incur debt or
severance liabilities or write off investments, infrastructure costs or other assets. Our success is also dependent on our
ability to complete the integration of the operations of acquired businesses in an efficient and effective manner, which
may be difficult to accomplish in the rapidly changing financial services software and services industry. We may not
realize the benefits we anticipate from acquisitions, such as lower costs, increased revenues, synergies and growth
opportunities, or we may realize such benefits more slowly than anticipated, due to our inability to:

●combine operations, facilities and differing firm cultures;
●maintain employee morale or retain the clients or
employees of acquired entities;
●generate market demand for new products and services;
●coordinate geographically dispersed operations and
successfully adapt to the complexities of international
operations, including compliance with laws, rules and
regulations in multiple jurisdictions;
●integrate the technical teams of acquired companies with
our engineering organization; or
●incorporate acquired technologies, products and services
into our current and future product and service lines.

The process of integrating the operations of acquired companies could disrupt our ongoing operations, divert
management from day-to-day responsibilities, increase our expenses and harm our business, results of operations and
financial condition. Acquisitions may also place a significant strain on our administrative, operational, financial and
other resources. In addition, certain of our acquisitions have generated disputes with stockholders or management of
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acquired companies that have required the expenditure of our resources to address or have led to litigation; any such
disputes may reduce the value we hope to realize from our acquisitions, either by increasing our costs of the
acquisition, reducing our opportunities to realize revenues from the acquisition or imposing litigation costs or adverse
judgments on us. Acquisitions may also expose us to litigation from our stockholders arising out of the acquisition,
which, even if unsuccessful, could be costly to defend and serve as a distraction to management.  See also “-Risks
Relating to Our Acquisition of DST Systems, Inc.”

Consolidations or failures among our clients or within their respective industries could adversely affect us by causing
a decline in demand for our products and services.

If banks and financial services firms fail or consolidate or if there are failures or consolidation in any of the other
industries in which our clients operate including healthcare, there could be a decline in the demand for our products
and services. Failures, mergers and consolidations of banks and financial services firms or in any other industries in
which our clients operate could reduce the number of our clients and potential clients, which could adversely affect
our revenues even if these events do not reduce the aggregate activities of the consolidated entities. Further, if our
clients fail and/or merge with or are acquired by other entities that are not our clients, or that use fewer of our products
and services, they may discontinue or reduce their use of our products and services. It is also possible that the larger
financial institutions or other entities resulting from mergers or consolidations would have greater leverage in
negotiating terms with us. In addition, these larger financial institutions or other entities could decide to perform
in-house some or all of the services that we currently provide or could provide or to consolidate their processing on a
non-SS&C system. The resulting
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decline in demand for our products and services could have a material adverse effect on our business, results of
operations and financial condition.

Our business has become increasingly focused on the hedge fund industry, and we are subject to the variations and
fluctuations of that industry.

As a result of our acquisitions of DST in April 2018, CommonWealth Fund Services Ltd. (“CommonWealth”) in
October 2017, Conifer Financial Services (“Conifer”) and Wells Fargo’s Global Fund Services business (“GFS”) in
December 2016, Citigroup Alternative Investor Services business (“Citigroup AIS”) in March 2016, Advent Software,
Inc. (“Advent”) in July 2015 and GlobeOp Financial Services S.A. (“GlobeOp”) in May 2012, a higher percentage of our
clients are hedge funds or funds of hedge funds. We derive significant revenues from asset management,
administration and distribution contracts with such clients. Under these contracts, the fees paid to us are based on a
variety of factors, including the market value of assets under management, assets under administration and number of
transactions processed. Assets under management, assets under administration or the number of transactions processed
may decline for various reasons, causing results to vary. Factors that could decrease assets under management and
assets under administration (and therefore revenues) include declines in the market value of the assets in the funds
(and accounts as applicable) managed, administered and distributed, redemptions and other withdrawals from, or
shifts among, the funds (and accounts as applicable) managed, administered and distributed, as well as market
conditions generally.

These clients and our business relating to them are affected by trends, developments and risks associated with the
global hedge fund industry. In addition, the market environment for hedge funds involves risk and has suffered
significant turmoil, including as a result of substantial changes in global economies, political uncertainty, stock market
declines and new regulatory initiatives. Even in the absence of such factors, the global hedge fund industry is subject
to fluctuations in assets under management that are impossible to predict or anticipate. Further, investor demand for
hedge funds has experienced recent declines and increased withdrawals as a result of poor performance relative to
benchmark indices and increased negative investor sentiment on fees. These risks and trends could significantly and
adversely affect some or all of our hedge fund clients, which could adversely affect our business, results of operations
and financial condition. In addition, market forces have negatively impacted liquidity for many of the financial
instruments in which hedge fund client’s trade, which, in turn, could negatively impact our ability to access
independent pricing sources for valuing those instruments.

Our revenues may decrease due to declines in the levels of participation and activity in the securities markets.

We generate significant revenues from the transaction processing fees we earn for our products and services. These
revenue sources are substantially dependent on the levels of participation and activity in the securities markets. The
number of unique securities positions held by investors through our clients and our clients’ customer trading volumes
reflect the levels of participation and activity in the markets, which are impacted by market prices and the liquidity of
the securities markets, among other factors. We could continue to be negatively impacted by the volatile markets as
certain of our fees are tied to the asset bases of our clients. The occurrence of significant market volatility or decreased
levels of participation would likely result in reduced revenues and decreased profitability from our business
operations. Additionally, we may be exposed to operational or other risks in connection with any systematic failures in
the markets, or the default due to market-related failures of one or more counterparties with whom we transact.

If we are unable to retain and attract clients, our revenues and net income would remain stagnant or decline.
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If we are unable to keep existing clients satisfied, sell additional products and services to existing clients or attract
new clients, then our revenues and net income would remain stagnant or decline. A variety of factors could affect our
ability to successfully retain and attract clients, including:

●the level of demand for our products and services;
●the level of client spending for IT;
●the level of competition from internal client solutions and from other vendors;
●the quality of our client service and the performance of our products;
●our ability to update our products and services and develop new products and services needed by clients;
●our ability to understand the organization and processes of our clients; and
●our ability to integrate and manage acquired businesses.

We face significant competition with respect to our products and services, which may result in price reductions,
reduced gross margins or loss of market share.
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In the financial and healthcare markets we serve, we compete based on a variety of factors, including investment
performance, the range of products or services offered, brand recognition, business reputation, financial strength,
stability and continuity of client and other intermediary relationships, quality of service, and level of fees charged for
products and services.  The market for financial and healthcare services software and services is competitive, rapidly
evolving and highly sensitive to new product and service introductions and marketing efforts by industry participants. 
The markets we serve are also highly fragmented and served by numerous firms that target only local markets or
specific client types.  We also face competition from information systems developed and serviced internally by the IT
departments of financial services firms.  Some of our current and potential competitors may have significantly greater
financial, technical, distribution and marketing resources, generate higher revenues and have greater name
recognition.  Our current or potential competitors may develop products comparable or superior to those developed by
us, or adapt more quickly to new technologies, evolving industry trends or changing client or regulatory requirements.
 It is also possible that our competitors may enter into alliances with each other or other third-parties, and through
such alliances, acquire increased market share.  Increased competition may result in price reductions, reduced gross
margins and loss of market share.  Accordingly, our failure to successfully compete in any of our material businesses
could have a material adverse effect on results of operations.  Competition could also affect the revenue mix of
products or services we provide, resulting in decreased revenues in lines of business with higher profit margins, and
our business may not grow as expected and may decline.

Our role as a fund administrator has in the past, and may in the future, expose us to claims and litigation from clients,
their investors, regulators or other third-parties.

As a service provider, we have been, and may in the future be, subject to claims and lawsuits from investors,
regulators, liquidators, other third-parties and our clients, some of which pursue high-risk investment strategies and all
of which are subject to substantial market risk, in the event that the underlying fund suffers investment losses, incurs
instances of fraud, becomes insolvent, files for bankruptcy or otherwise becomes defunct. Even if we are not
ultimately found to be liable, defending such claims or lawsuits could be time-consuming, divert management
resources, harm our reputation and cause us to incur significant expenses. These claims or lawsuits could have an
adverse effect on our business, results of operations and financial condition.

An increase in subaccounting services performed by brokerage firms has and will continue to adversely impact our
revenues.

We service open-end and closed-end funds registered under the Investment Company Act of 1940, including mutual
funds, exchange-traded funds, interval funds and exchange-listed closed-end funds, as well as private funds, collective
investment trusts and other accounts under shareowner recordkeeping arrangements which we refer to as registered
accounts. These arrangements are distinguished from broker subaccounts, which are serviced under contract with a
broker/dealer. Our clients may adopt the broker subaccount structure. We offer subaccounting services to brokerage
firms that perform shareowner subaccounting. As the recordkeeping functions in connection with subaccounting are
more limited than traditional shareowner accounting, the fees charged are generally lower on a per unit basis.
Brokerage firms that obtain agreements from our clients to use a broker subaccount structure cause accounts currently
on our traditional recordkeeping system to convert to our subaccounting system, or to the subaccounting systems of
other service providers, which generally results in lower revenues. While subaccounting conversions have generally
been limited to our non tax-advantaged mutual fund accounts, such conversions have begun to extend to the
tax-advantaged accounts (such as retirement and Section 529 accounts) we service, which could adversely affect our
business and operating results.

Catastrophic events may adversely affect our business.
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A war, terrorist attack, natural disaster, pandemic or other catastrophe may adversely affect our business. A
catastrophic event could have a direct negative impact on us or an indirect impact on us by, for example, affecting our
clients, the financial markets or the overall economy and reducing our ability to provide, our clients’ ability to use, and
the demand for, our products and services. The potential for a direct effect on our business operations is due primarily
to our significant investment in infrastructure. Although we maintain redundant facilities and have contingency plans
in place to protect against both man-made and natural threats, it is impossible to fully anticipate and protect against all
potential catastrophes. A computer virus, physical or cyber security breach, criminal act, military action, power or
communication failure, flood, severe storm or the like could lead to service interruptions and data losses for clients,
disruptions to our operations, or damage to important facilities. In addition, such an event may cause clients to cancel
their agreements with us for our products or services. Any of these events could adversely affect our business, results
of operation and financial condition.

Our software-enabled services may be subject to disruptions, attacks or failures that could adversely affect our
reputation and our business.

Our software-enabled services maintain and process confidential data and process trades and perform other
back-office functions, including wiring funds, on behalf of our clients, some of which is critical to their business
operations. For example, our trading systems maintain account and trading information for our clients and their
customers. Our internal technology infrastructure on which our software-enabled services depend may be subject to
disruptions or may otherwise fail to operate properly or become disabled or damaged as a result of a number of
factors, including events that are wholly or partially beyond our control and that could
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adversely affect our ability to process transactions, provide services or otherwise appropriately conduct our business
activities.  Such events include IT attacks or failures, threats to physical security, sudden increases in transaction
volumes, electrical or telecommunications outages, damaging weather or other acts of nature, or employee or
contractor error or malfeasance.  In particular, cybersecurity threats have become prevalent in our industry as well as
for many firms that process information.  Cybersecurity threats are evolving and our security measures, and those of
our service providers, may not detect or prevent all attempts to hack our systems, denial-of-service attacks, viruses,
malicious software, attempts to gain unauthorized access to data, phishing attacks, social engineering, security
breaches or employee or contractor malfeasance and other electronic security breaches that may jeopardize the
security of information stored in or transmitted by our sites, networks and systems or that we or our third-party service
providers otherwise maintain.  Such cyber security incidents could lead to disruptions in our systems, the unauthorized
release or destruction of our or our clients’ or other parties’ confidential or otherwise protected information and
corruption of data.  We and our service providers may not have the resources or technical sophistication to anticipate
or prevent all types of attacks, and techniques used to obtain unauthorized access to or sabotage systems change
frequently and may not be known until launched against us or our third-party service providers.  In the last few years
there have been many successful advanced cyber-attacks that have damaged several prominent companies in spite of
strong information security measures, and we expect that the risks associated with cyber-attacks and the costs of
preventing such attacks will continue to increase in the future.  We and our clients are regularly the target of attempted
cyber-attacks and we must continuously monitor and develop our systems to protect our technology infrastructure and
data from misappropriation or corruption.  Although we expend significant resources and oversight efforts in an
attempt to ensure that we maintain appropriate safeguards with respect to cyber-attacks, there is no guarantee that our
systems and procedures are adequate to protect against all security breaches.  If our software-enabled services are
disrupted or fail for any reason, or if our systems or facilities are infiltrated or damaged by unauthorized persons, we
and our clients could experience data loss, including confidential and personal information, financial loss, harm to
their reputation and significant business interruption.  If that happens, we may be exposed to significant liability, our
reputation may be harmed, our clients may be dissatisfied and we may lose business.  Although we maintain privacy,
data breach and network security liability insurance, we cannot be certain that our coverage will be adequate or cover
liabilities actually incurred, or that insurance will continue to be available to us on economically reasonable terms, or
at all.  Given the unpredictability of the timing, nature and scope of such failures or disruptions, we could potentially
experience significant costs and exposures, including production downtimes, operational delays, other detrimental
impacts on our operations or ability to provide services to our customers, the compromising of confidential or
otherwise protected information, misappropriation, destruction or corruption of data, security breaches, other
manipulation or improper use of our systems or networks, financial losses from remedial actions, loss of business,
potential liability, regulatory inquiries, enforcements, actions and fines and/or damage to our reputation, any of which
could have a material adverse effect on our business, results of operations and financial condition.

If third-party service providers on which we rely, or other third-parties with which we do business or which facilitate
our business activities, suffer disruptions to their IT systems, our business could be harmed.

In providing our software-enabled services to our customers, we depend upon IT infrastructure that is primarily
managed by our firm, but we also depend on third-party service providers to provide some of the IT infrastructure on
which we rely. Although we seek to ensure that appropriate security and other standards are maintained by these
third-parties, these third-parties are also subject to the risks discussed in the preceding risk factor, and there is no
guarantee that they will maintain systems and procedures sufficient to protect against system failures and security
breaches, including as a result of cyber-attacks.

In addition, the third-parties with which we do business or which facilitate our business activities, including financial
intermediaries, are susceptible to the risks described in the preceding risk factor (including regarding the third-parties
with which they are similarly interconnected), and our or their business operations and activities may therefore be
adversely affected, perhaps materially, by failures, terminations, errors or malfeasance by, or attacks or constraints on,
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one or more financial, technology or infrastructure institutions or intermediaries with whom they are interconnected or
conduct business.

We have substantial operations and a significant number of employees in India and we are therefore subject to
regulatory, economic and political uncertainties in India.

We currently have approximately 4,038 employees located in India. The economy of India may differ favorably or
unfavorably from the U.S. economy and our business may be adversely affected by the general economic conditions
and economic and fiscal policy in India, including changes in exchange rates and controls, interest rates and taxation
policies. In particular, in recent years, India’s government has adopted policies that are designed to promote foreign
investment, including significant tax incentives, relaxation of regulatory restrictions, liberalized import and export
duties and preferential rules on foreign investment and repatriations. These policies may not continue. In addition, we
are subject to risks relating to social stability, political, economic or diplomatic developments affecting India in the
future.

India faces major challenges in the years ahead sustaining the economic growth that it has experienced over the past
several years. These challenges include the need for substantial infrastructure development and improving access to
healthcare and education. Our ability to recruit, train and retain qualified employees and develop and operate our
facilities in India could be adversely affected if
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India does not successfully meet these challenges, in which case we may need to relocate those facilities and that
could have a material adverse effect on our business, financial condition and results of operations.

We expect that our operating results, including our profit margins and profitability, may fluctuate over time.

Historically, our revenues, profit margins and other operating results have fluctuated from period to period and over
time primarily due to the timing, size and nature of our license and service transactions. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” for further discussion on fluctuations in revenues,
profit margins and other operating results. Additional factors that may lead to such fluctuation include:

●the costs, timing of the introduction and the market acceptance of
new products, product enhancements or services by us or our
competitors;
●the lengthy and often unpredictable sales cycles of large client
engagements;
●the amount and timing of our operating costs and other expenses;
●the financial health of our clients;
●changes in the volume of assets under our clients’ management;
●cancellations of maintenance and/or software-enabled services
arrangements by our clients;
●changes in local, national and international regulatory
requirements;
●acquisitions during the relevant period;
●implementation of our licensing contracts and software-enabled
services arrangements;
●changes in economic and financial market conditions; and
●changes in the types of products and services we provide.

We are dependent on our senior management and their continued performance and productivity.

We are dependent on the continued efforts of the members of our senior management. The loss of any of the members
of our senior management may cause a significant disruption in our business, jeopardize existing customer
relationships, impair our compliance efforts as a public company, and have a material adverse effect on our business
objectives. We do not maintain key man life insurance policies for any senior officer or manager.

If we cannot attract, train and retain qualified employees, we may not be able to provide adequate technical expertise
and customer service to our clients.

We believe that our success is due in part to our ability to attract, train and retain highly skilled employees.
Competition for qualified personnel in the software and hedge fund industries is intense, and we have, at times, found
it difficult to attract and retain skilled personnel for our operations. Our failure to attract and retain a sufficient number
of highly skilled employees could prevent us from developing and servicing our products at the same levels as our
competitors; therefore, we may lose potential clients and suffer a decline in revenues.

If we are unable to protect our proprietary technology and other confidential information, our success and our ability
to compete will be subject to various risks, such as third-party infringement claims, unauthorized use of our
technology, disclosure of our proprietary information or inability to license technology from third-parties.

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

62



Our success and ability to compete depends in part upon our ability to protect our proprietary technology and other
confidential information. We rely on a combination of patent, trade secret, copyright and trademark law, and
nondisclosure agreements, license agreements and technical measures to protect our proprietary technology and other
confidential information. We have registered trademarks for some of our products and will continue to evaluate the
registration of additional trademarks as appropriate. We generally enter into confidentiality agreements with our
employees, distributors, clients and potential clients. However, these efforts may be insufficient to prevent those
parties or others from infringing, misappropriating, violating or asserting rights in our intellectual property,
confidential information or other technology and our proprietary technology and confidential information may be
subject to embezzlement, theft, or other similar illegal behavior by our employees or third-parties. In addition, our
employees, distributors, clients and potential clients may breach our confidentiality agreements and we may not have
adequate remedies for any such breach. Furthermore, it may be possible for unauthorized third-parties to copy
portions of our products or to reverse engineer or otherwise obtain and use our proprietary information. If a third-party
were to gain unauthorized access to or independently develop the confidential or proprietary information we possess,
we could suffer a loss of revenues, we could experience an adverse impact on our
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competitive position, and our relationships with our clients and our reputation could be materially adversely effected. 
Existing patent and copyright laws afford only limited protection.  Third-parties may develop substantially equivalent
or superseding proprietary technology or may offer equivalent products in competition with our products in a manner
that does not infringe, misappropriate or otherwise violate our intellectual property or other proprietary rights, thereby
substantially reducing the value of our proprietary rights.  A number of third-parties hold patents and other intellectual
property rights with application in the financial services field.  Consequently, we are subject to the risk that such
third-parties will claim that our products infringe, misappropriate or otherwise violate their intellectual property rights,
including their patent rights.  Such claims, regardless of merit, could result in expensive and time-consuming
litigation, divert the attention of our personnel, and impair our intellectual property rights.  Moreover, as a result of
such claims, we may be required to redesign our products or services in a manner that is not infringing,
misappropriating or otherwise violating such third-party’s intellectual property rights, which may not be technically or
commercially feasible.  We may also be required to obtain a license to such intellectual property rights, which may not
be available on commercially reasonable terms or at all.  Any of the foregoing could have a material adverse effect on
our business, results of operation, and financial condition.

We incorporate open source software into a limited number of our software products. We monitor our use of open
source software in an effort to avoid subjecting our products to unfavorable conditions or conditions we do not intend.
Some open source licenses require that source code subject to the license be disclosed to third-parties, grant such
third-parties the right to modify and redistribute that source code and a requirement that the source code for any
software derived from it be disclosed. If we combine our proprietary software with open source software in a certain
manner, we could, under certain open source licenses, be required to release the source code of our proprietary
software to the public. Although we believe that we have complied with our obligations under the applicable licenses
for open source software that we use, there is little or no legal precedent governing the interpretation of many of the
terms of certain of these licenses. As a result, the potential impact of these terms is uncertain and may result in
unanticipated obligations or restrictions regarding those of our products, technologies or solutions affected.

We have acquired and may acquire important technology rights through our acquisitions and have often incorporated
and may incorporate features of these technologies across many of our products and services. As a result, we are
subject to the above risks and the additional risk that the seller of the technology rights may not have appropriately
protected the intellectual property rights we acquired. Indemnification and other rights under applicable acquisition
documents are limited in term and scope and therefore provide us with only limited protection.

In addition, we rely on third-party software in providing some of our products and services. If we lose our licenses to
use such software or if such licenses are found to infringe, misappropriate or otherwise violate upon the rights of
others, we will need to seek alternative means of obtaining the licensed software to continue to provide our products
or services, which may not be feasible on a technical or commercial basis. Our inability to replace such software, or to
replace such software in a timely manner, could significantly disrupt our business and our ability to deliver products
and services to our clients, and adversely affect our business, results of operation and financial condition.

We could become subject to litigation regarding our or a third-party’s intellectual property rights or other confidential
or proprietary information, which could seriously harm our business and require us to incur significant costs.

In recent years, there has been a high incidence of litigation in the U.S. involving patents and other intellectual
property rights. We are from time to time a party to litigation to enforce our intellectual property rights or to protect
our confidential or proprietary information, or as a result of an allegation that we infringe, misappropriate or otherwise
violate a third-party’s intellectual property rights, including patents, trademarks, trade secrets and copyrights. From
time to time, we have received notices claiming our technology may infringe, misappropriate or otherwise violate
third-party intellectual property rights or otherwise threatening to assert intellectual property rights. These claims and
any resulting lawsuit, if successful, could subject us to significant liability for damages and our intellectual property
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rights being reduced, narrowed or held unenforceable or invalid. These lawsuits, regardless of their success, could be
time-consuming and expensive to resolve, adversely affect our revenues, profitability and prospects, and divert
management time and attention. If we are found to infringe, misappropriate or otherwise violate a third-party’s
intellectual property rights, we may be required to pay the third-party substantial monetary damages and to cease the
activities covered by such intellectual property rights, unless we obtain a license to such intellectual property rights,
which may not be available on commercially reasonable terms or at all. In addition, these claims and threats could also
cause us to undertake to re-engineer our products or services which may not be technically or commercially feasible.
Any of the foregoing could have a material adverse effect on our business, results of operation and financial condition.

We may be unable to adapt to rapidly changing technology and evolving industry standards and regulatory
requirements.

Rapidly changing technology, evolving industry standards and regulatory requirements and new product and service
introductions characterize the market for our products and services. Our future success will depend in part upon our
ability to enhance our existing products and services and to develop and introduce new products and services to keep
pace with such changes and developments and to meet changing client needs. The process of developing our software
products is complex and is expected to become increasingly complex and expensive in the future due to the
introduction of new platforms, operating systems and
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technologies.  Current areas of significant technological change include mobility, cloud-based computing and the
processing and analyzing of large amounts of data.  Our ability to keep up with technology and business and
regulatory changes is subject to a number of risks, including that:

●we may find it difficult or costly to update our services and software and to develop new products and services
quickly enough to meet our clients’ needs;
●we may find it difficult or costly to make some features of our software work effectively and securely over the
Internet or with new or changed operating systems;
●we may find it difficult or costly to update our software and services to keep pace with business, evolving industry
standards, regulatory requirements and other developments in the industries in which our clients operate; and
●we may be exposed to liability for security breaches that allow unauthorized persons to gain access to confidential
information stored on our computers or transmitted over our network.

Our failure to enhance our existing products and services and to develop and introduce new products and services to
promptly address the needs of our clients and a changing marketplace could adversely affect our business, results of
operations and financial condition.

Undetected software design defects, errors or failures, or employee errors, may result in defects, delays, loss of our
clients’ data, litigation against us and harm to our reputation and business.

Our software products are highly complex and sophisticated and could contain design defects or software errors that
are difficult to detect and correct. Errors or bugs in our software may affect the ability of our products to work with
other hardware or software products, delay the development or release of new products or new versions of products,
result in the loss of client data, damage our reputation, affect market acceptance of our products or result in the
rejection of our products by the market, cause loss of revenues, divert development resources, increase product
liability and warranty claims, and increase service and support costs. We cannot be certain that, despite testing by us
and our clients, errors will not be found in new products or new versions of products. Moreover, our clients engage in
complex trading activities and this complexity increases the likelihood that our employees may make errors.
Employee errors, poor employee performance or misconduct may be difficult to detect and deter. These product
defects or errors in the product operations, or employee errors, poor performance or misconduct, could cause damages
to our clients for which they may assert claims or lawsuits against us. The cost of defending such a lawsuit, regardless
of its merit, could be substantial and could divert management’s attention and result in reputational harm. In addition,
if our business liability insurance coverage proves inadequate with respect to a claim or future coverage is unavailable
on acceptable terms or at all, we may be liable for payment of substantial damages. Any or all of these potential
consequences could have an adverse impact on our business, results of operations and financial condition.

Because our platform could be used to collect and store personal information of our customers’ employees or
customers, privacy concerns could result in additional cost and liability to us or inhibit use of our platform.

Personal privacy has become a significant issue in the U.S. and in many other countries where we offer our solutions
or may offer them in the future. The regulatory framework for privacy issues worldwide is currently evolving, is not
uniform and is likely to remain uncertain for the foreseeable future. Many federal, state and foreign government
bodies and agencies have adopted or are considering adopting laws and regulations regarding the collection, use,
disclosure, control, security and deletion of personal information. In the U.S., these include, without limitation, laws
and regulations promulgated by states, as well as rules and regulations promulgated under the authority of the Federal
Trade Commission (“FTC”) and federal financial regulatory bodies. Internationally, most of the jurisdictions in which
we operate have established their own data security and privacy legal frameworks, many of which are broader in
scope, more restrictive and impose greater obligations on us and our customers. For instance, effective May 2018, the
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European Union’s (“E.U.”) General Data Protection Regulation (“GDPR”), a new E.U.-wide legal framework to govern
data collection use and sharing and related consumer privacy rights, will strengthen and unify data protection rules for
individuals within the E.U. The GDPR also addresses export of personal data outside the E.U. Many of these
obligations are updated frequently and subject to interpretation by various regulatory bodies and thus require ongoing
monitoring. In addition to government regulation, privacy advocacy and industry groups may propose new and
different self-regulatory standards that either legally or contractually apply to us. As a result of uncertainty regarding
the interpretation and application of privacy and data protection-related laws, regulations, and self-regulatory
requirements, it is possible that these laws, regulations, and requirements may be interpreted and applied in a manner
that is inconsistent with our existing data handling practices or the technological features of our solutions. If so, in
addition to the possibility of fines, lawsuits and other claims, we could be required to fundamentally change our
business activities and practices or modify our solutions, which could have an adverse effect on our business. Any
inability to adequately address privacy or data protection-related concerns, even if unfounded, or comply with
applicable privacy or data protection-related laws, regulations and policies, could result in additional cost and liability
to us, damage our reputation, inhibit sales and harm our business.
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Furthermore, the costs of compliance with, and other burdens imposed by, the laws, regulations, standards and
policies that are applicable to the businesses of our customers may limit the use and adoption of, and reduce the
overall demand for, our solutions.  Also, privacy concerns, whether valid or not valid, may inhibit market adoption of
our solutions, particularly in foreign countries.

Our businesses expose us to risks of claims and losses that could be significant and damage our reputation and
business prospects.

Our proprietary applications and related consulting and other services include the processing or clearing of financial
and healthcare transactions for our clients and their customers and the design of benefit plans and compliance
programs. The dollar amount of transactions processed or cleared is vastly higher than the revenues we derive from
providing these services. In the event we make transaction processing or operational errors, or mismanage any
process, we could be exposed to claims for any resulting processing delays, disclosure of protected information,
miscalculations, mishandling of pass-through disbursements or other processes, and failure to follow a client’s
instructions or meet specifications. Additionally, we may be subject to claims or liability resulting from a failure of
third parties (including regulatory authorities) to recognize the limitations of our role as our clients’ agent or
consultant, and we may be subject to claims or liability resulting from fraud committed by third parties. We may be
exposed to the risk of counterparty breaches or failure to perform. We may be subject to claims, including class
actions, for reimbursements, losses or damages arising from any transaction processing or operational error, or from
process mismanagement. Because of the sensitive nature of the financial and healthcare transactions we process, our
liability and any alleged damages may significantly exceed the fees we receive for performing the service at issue.
Litigation could include class action claims based upon, among other theories, various regulatory requirements and
consumer protection and privacy laws that class action plaintiffs may attempt to use to assert private rights of action.
Any of these claims and related settlements or judgments could affect our operating results, damage our reputation,
decrease demand for our products and services, or cause us to make costly operating changes.

Investment decisions with respect to cash balances, market returns or losses on investments, and limits on insurance
applicable to cash balances held in bank and brokerage accounts, including those held by us and as agent on behalf of
our clients, could expose us to losses of such cash balances and adversely affect revenues attributable to cash balance
deposit investments.

As part of our transaction processing and other services, we maintain and manage large bank and investment accounts
containing client funds, which we hold as agent, as well as operational funds. Our revenues include investment
earnings related to client fund cash balances. Our choices in selecting investments, or market conditions that affect the
rate of return on or the availability of investments, could have an adverse effect on the level of such revenues. The
amounts held in our operational and client deposit accounts could exceed the limits of government insurance programs
of organizations such as the Federal Deposit Insurance Corporation and the Securities Investors Protection
Corporation, exposing us to the risk of loss. Any substantial loss would have a material adverse impact on our
business, results of operations and our financial condition.

Our business is subject to evolving regulations and increased scrutiny from regulators.

Our business is subject to evolving and increasing U.S. and foreign regulation, including privacy, licensing,
processing, recordkeeping, investment adviser, broker/dealer, retirement, data protection, reporting and related
regulations. New products and services we plan to offer may also be subject to regulation, either directly or as a
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downstream provider to customers or clients. Such regulations cover all aspects of our business including, but not
limited to, sales and trading methods, trade practices among broker/dealers, use and safekeeping of clients’ funds and
securities, use of client and employee data, capital structure of securities firms, net capital, anti-money laundering
efforts, healthcare, recordkeeping and the conduct of directors, officers and employees. Any violation of applicable
regulations could expose us or those businesses to civil or criminal liability, significant fines or sanctions, damage our
reputation, the revocation of licenses, censures, or a temporary suspension or permanent bar from conducting
business, which could adversely affect our business, results of operations and our financial condition.

Our clients are subject to extensive regulation, including investment adviser, broker/dealer and privacy regulations
applicable to products and services we provide to the financial services industry and insurance, privacy and other
regulations applicable to services we provide to the healthcare industry. As a result, our relationships with our clients
may subject us to increased scrutiny from a number of regulators, including the Bermuda Monetary Authority, British
Virgin Islands Financial Services Commission, Centrale Bank van Curacao en Sint Maarten, Commodity Futures
Trading Commission, FTC, Cayman Islands Monetary Authority, Commission de Surveillance du Secteur Financier,
Financial Industry Regulatory Authority, Financial Conduct Authority, Central Bank of Ireland, National Futures
Association, Ontario Securities Commission, SEC, Securities Commission of the Bahamas, U.S. Treasury Department
and other government entities that regulate the financial services, hedge fund and hedge fund services industry in the
U.S., the United Kingdom (“U.K.”) and the other jurisdictions in which we operate. As a result of the changes in the
global economy and the turmoil in global financial markets in recent years, the risk of additional government
regulation has increased. In addition, the final outcome of negotiations between the U.K. and the E.U. with respect to
the U.K.’s exit from the E.U. is uncertain. As a result, the impact of the U.K.’s exit on the U.K. regulatory regime is
unknown, but it is possible that we will become subject to more onerous regulations in the U.K. as a result.  Moreover,
our healthcare business is subject to evolving and increasing federal and state regulation.  Such federal regulation is
developed, interpreted or enforced by regulators including, the Centers for Medicare and Medicaid Services, the U.S.
Dept. of Health and Human Services, the Office for Civil Rights and the Office of the Inspector General.  
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Typically a state’s department of insurance regulates much of our healthcare business; however, each state’s statutes
dictate such authority.  Any of these regulations may limit or curtail our activities, including activities that might be
profitable, and changes to existing regulations, or the interpretations thereof, may affect our ability to continue to offer
our existing products and services, or to offer products and services we may wish to offer in the future.

The European Union’s AIFMD and the U.S. Dodd-Frank Act, among other initiatives, pose significant changes to the
regulatory environment in which we and our clients operate. The impact of these regulatory changes remains
uncertain. If we fail to comply with any applicable laws, rules or regulations, we may be subject to censure, fines or
other sanctions, including revocation of our licenses and/or registrations with various regulatory agencies, criminal
penalties and civil lawsuits.

The U.S. Foreign Corrupt Practices Act (“FCPA”) and anti-bribery laws in other jurisdictions, including the U.K.
Bribery Act (“Bribery Act”), generally prohibit companies and their intermediaries from making improper payments for
the purpose of obtaining or retaining business or other commercial advantage. The FCPA also imposes accounting
standards and requirements on publicly traded U.S. corporations and their foreign affiliates which are intended to
prevent the diversion of corporate funds to the payment of bribes and other improper payments, and to prevent the
establishment of “off books” slush funds from which such improper payments can be made. We and our clients operate
in a number of jurisdictions that may pose a risk of potential FCPA or Bribery Act violations.

Changes in, and any violation by our clients of, applicable laws and regulations (whether related to the products and
services we provide or otherwise) could diminish their business or financial condition and thus their demand for our
products and services or could increase our cost of continuing to provide our products and services to such industries.
Demand could also decrease if we do not continue to offer products and services that help our clients comply with
regulations. For example, our accounts in the healthcare industry are impacted by the Patient Protection and
Affordable Care Act of 2010 (the “Affordable Care Act”), including the Health Insurance Marketplace. Changes to the
Affordable Care Act may be enacted by Congress in response to the current administration’s stated agenda, and we
cannot predict the impact that will have on our clients and their demand for our products and services.

In addition, we cannot predict the nature, scope or effect of future regulatory requirements to which our internal
operations might be subject or the manner in which existing laws might be administered or interpreted. While our
policies mandate compliance with these laws, there can be no assurance that we will be completely effective in
ensuring our compliance with all applicable anti-corruption laws. A failure to comply with these laws, rules or
regulations, or allegations of such noncompliance, could adversely affect our business, reputation, results of
operations and financial condition.

Additional tax expense or additional tax exposures could affect our future profitability.

We are subject to income taxes in the U.S. and various international jurisdictions. Changes in tax laws and
regulations, as well as changes in related interpretations and other tax guidance could materially impact our tax
receivables and liabilities and our deferred tax assets and deferred tax liabilities. On December 22, 2017, U.S. federal
tax legislation, commonly referred to as the Tax Cuts and Jobs Act (“Tax Act”), was signed into law, significantly
reforming the U.S. Internal Revenue Code. The Tax Act, among other things, reduces the U.S. federal statutory
corporate tax rate from 35% to 21%, imposes significant additional limitations on the deductibility of interest and
executive compensation, allows for the expensing of capital expenditures, puts into effect the migration from a
“worldwide” system of taxation to a territorial system, established a new base erosion tax that is imposed in relation to
certain payments made to foreign affiliates (the “Base Erosion and Anti-Abuse Tax”) and modifies or repeals many
business deductions and credits. We recorded a net benefit to income tax expense of $88 million in 2017 related to the
enactment of the Tax Act, which includes the remeasurement of deferred tax assets and liabilities for the corporate tax
rate reduction, the one-time transition tax imposed on accumulated foreign earnings and deferred taxes provided for
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the global intangible low-taxed income (“GILTI”) minimum tax that took effect January 1, 2018. The SEC Staff issued
Staff Accounting Bulletin No. 118 (“SAB 118”) to provide guidance to companies on how to implement the accounting
and disclosure changes required as a result of the Tax Act. The SEC staff guidance has recognized that, due to the
complexity of the Tax Act, the accounting for income tax effects of the change in law may be incomplete upon
issuance of a company's financial statements for the reporting period in which the Tax Act was enacted. SAB 118
states that if a company can determine a reasonable estimate for the effects of the Tax Act then this estimate can be
included in the financial statements.  We have made reasonable estimates and recorded certain provisional tax benefits
and charges in connection with the implementation of the Tax Act that were based on our current interpretation and
understanding of the law and may change as we receive additional clarification and implementation guidance.
Changes to these provisional amounts could result in material charges or credits in future reporting periods. We will
continue to gather and analyze information on historical unrepatriated foreign earnings and to monitor state laws
relating to this income to finalize both the federal and state tax impact.  We will also continue to review the impact of
certain limitations on deductions in our assessment of the value of our deferred tax assets as regulatory guidance is
issued. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” for additional
information.

For the three months ended March 31, 2018, the provision for income taxes includes expenses related to GILTI and
non-deductible officer’s compensation, offset partially by a benefit recorded for the Foreign-Derived Intangible Income
deduction.  As of March 31, 2018, we do not expect to be materially impacted by the Base Erosion and Anti-Abuse
Tax.  We will continue to assess our income tax receivables and liabilities and deferred tax assets and liabilities as
further guidance is issued regarding provisions of the
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Tax Act, and there can be no assurance that our business, results of operations or financial condition will not be
materially impacted by the Base Erosion and Anti-Abuse Tax or any other provisions of the Tax Act in the future.

Additionally, in the ordinary course of business we are subject to examinations by various authorities, including tax
authorities. In addition to ongoing investigations, there could be additional investigations launched in the future by
governmental authorities in various jurisdictions, and existing investigations could be expanded. The global and
diverse nature of our operations means that these risks will continue to exist and additional investigations, proceedings
and contingencies will arise from time to time. Our business, results of operations and financial condition may be
affected by the outcome of investigations, proceedings and other contingencies that cannot be predicted with certainty.

A substantial portion of our revenues are derived, and a substantial portion of our operations are conducted, outside
the U.S.

For the three months ended March, 31, 2018 and for the years ended December 31, 2017, 2016 and 2015 international
revenues accounted for 28%, 27%, 27% and 32%, respectively, of our total revenues. We sell certain of our products,
such as MarginMan and Pacer, primarily outside the U.S. On June 23, 2016, the U.K. held a referendum in which
voters approved an exit from the E.U, commonly referred to as “Brexit.” Current uncertainty over the final outcome of
the negotiations between the U.K. and the E.U., with respect to the terms of the U.K.’s exit, may adversely affect our
operations and financial results, as we generated approximately $32.0 million and $115.8 million in revenue from the
U.K. in the three months ended March, 31, 2018 and the year ended December 31, 2017, respectively. Our
international business is also subject to a variety of other risks, including:

●potential changes in a specific country’s or region’s political or economic climate;
●the need to comply with a variety of local regulations and laws, U.S. export controls, the FCPA and the Bribery Act;
●potential expropriation of assets by foreign governments,
●difficulty repatriating any international profits,
●fluctuations in foreign currency exchange rates;
●application of discriminatory fiscal policies;
●potential changes in tax laws and the interpretation of such laws; and
●potential difficulty enforcing third-party contractual obligations and intellectual property rights.

Such factors could adversely affect our business, results of operations and financial condition.

We are exposed to fluctuations in currency exchange rates that could negatively impact our operating results and
financial condition.

Because a significant portion of our business is conducted outside the U.S. and significant revenues are generated
outside the U.S., we face exposure to adverse movements in foreign currency exchange rates. Fluctuations in
currencies relative to currencies in which our earnings are generated also make it more difficult to perform
period-to-period comparisons of our reported results of operations. Because our Consolidated Financial Statements are
reported in U.S. dollars, translation of sales or earnings generated in other currencies into U.S. dollars can result in a
significant increase or decrease in the reported amount of those sales or earnings. In addition, we incur currency
transaction risk whenever we enter into either a purchase or a sales transaction using a currency other than the local
currency of the transacting entity. Given the volatility of exchange rates, we cannot be assured we will be able to
effectively manage our currency translation or transaction risk, and significant changes in the value of foreign
currencies relative to the U.S. dollar could adversely affect our financial statements. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” for further discussion on the foreign currency translation
impact on operating results and financial condition.
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We do not currently engage in hedging activities. Changes in economic or political conditions globally and in any of
the countries in which we operate could result in exchange rate movements, new currency or exchange controls or
other restrictions being imposed on our operations.

Our investments in funds and our joint ventures could decline in value.

From time to time we add new investment strategies to our investment product offerings by providing the initial cash
investments as “seed capital.” The seed capital investments may decline in value. A significant decline in their value
could have a material adverse effect on our financial condition or operating results. We are a limited partner in various
private equity funds and have future capital commitments related to certain private equity fund investments. These
investments are illiquid. Generally, private equity fund securities are non-transferable or are subject to long holding
periods, and withdrawals from the private equity firm partnerships are typically not permitted. Even when transfer
restrictions do not apply, there is generally no public market for the
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securities.  Therefore, we may not be able to sell the securities at a time when we desire to do so.  We may not always
be able to sell those investments at the same or higher prices than we paid for them.  We also participate in joint
ventures with other companies.  These joint venture investments could require further capital contributions.

We do not control certain businesses in which we have significant ownership.

We invest in joint ventures and other unconsolidated affiliates as part of our business strategy, and part of our net
income is derived from our pro rata share of the earnings of those businesses. Despite owning significant equity
interests in those companies and having directors on their boards, we do not control their operations, strategies or
financial decisions. The other owners may have economic, business or legal interests or goals that are inconsistent
with our goals or the goals of the businesses we co-own. Our pro rata share of any losses due to unfavorable
performance of those companies could negatively impact our financial results.

Some of our joint venture investments are subject to buy-sell agreements, which could, among other things, restrict us
from selling our interests even if we were to determine it would be prudent to do so.

We own interests in unconsolidated entities and various real estate joint ventures. Our interests in such unconsolidated
entities are subject to buy/sell arrangements, which could restrict our ability to sell our interests even if we were to
determine it would be prudent to do so. These arrangements could also allow us to purchase the other owners’ interests
to prevent someone else from acquiring them and we cannot control the timing of occasions to do so. The businesses
or other owners may encourage us to increase our investment in or make contributions to the businesses at an
inopportune time.

In addition, some of the agreements governing our joint venture arrangements include buy/sell provisions that provide
a party to the arrangement with the option to purchase the other party’s interests upon such other party’s change of
control at a purchase price that may be less than fair market value. For instance, under the partnership agreement of
IFDS L.P., in the event of a change of control of the Company, the other partner would have the option to purchase
our interests in IFDS L.P. at a price equal to book value, unless another purchase provision in the partnership
agreement was triggered prior to the change of control. Book value may be substantially less than fair market value at
the time of any sale of our interests upon a change of control.

Changes or modifications in financial accounting standards may have a material adverse impact on our reported
results of operations or financial condition.

A change or modification in accounting policies can have a significant effect on our reported results and may even
affect our reporting of transactions completed before the change is effective, including the impact of the adoption and
implementation of the accounting standard update on revenue recognition issued in May 2014 by the FASB. Under
the new standard, we recognize term license revenues upfront at time of delivery rather than ratably over the related
contract period. Additionally, under the new standard, we capitalize and amortize certain direct costs, such as
commissions, over the expected customer life rather than expensing them as incurred. While the adoption of the new
standard does not change the cash flows received from our contracts with customers, its adoption could have a
material adverse effect on our financial position or results of operations. See Note 2 to our Consolidated Financial
Statements for additional information. New pronouncements and varying interpretations of existing pronouncements
have occurred with frequency and may occur in the future. Changes to existing rules, or changes to the interpretations
of existing rules, could lead to changes in our accounting practices, and such changes could materially adversely affect
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our reported financial results or the way we conduct our business.

A material weakness in our internal controls could have a material adverse effect on us.

Effective internal controls are necessary for us to provide reasonable assurance with respect to our financial reports
and to effectively prevent fraud. If we cannot do so, our reputation and operating results could be harmed. A material
weakness in our internal control over financial reporting could adversely impact our ability to provide timely and
accurate financial information. Even effective internal controls can provide only reasonable assurance with respect to
the preparation and fair presentation of financial statements. In addition, controls can be circumvented by individual
acts of some persons, by collusion of two or more people, or by management override of the controls. Over time,
controls may become inadequate because changes in conditions or deterioration in the degree of compliance with
policies or procedures may occur. Because of the inherent limitations in a cost-effective control system, misstatements
due to error or fraud may occur and not be detected. If we are unable to report financial information timely and
accurately or to maintain effective disclosure controls and procedures, our stock price could be negatively impacted
and we could be subject to, among other things, regulatory or enforcement actions by the SEC, which could have a
material adverse effect on our business, results of operations and financial condition.

Risks Relating to Our Indebtedness

Our substantial indebtedness could adversely affect our financial health and operations.
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We currently have a substantial amount of indebtedness.  As of March 31, 2018, we had total indebtedness of
$2,030.9 million and additional available borrowings of $149.1 million under our revolving credit facility.  To fund
our acquisition of DST, and to refinance certain of the Company’s and DST’s existing indebtedness, we incurred
approximately $5.4 billion in additional indebtedness in connection with our entry into the New Credit Agreement. 
This indebtedness could have adverse consequences.  For example, it may:

●require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness,
thereby reducing the availability of our cash flow to fund acquisitions, working capital, capital expenditures, research
and development efforts and other general corporate purposes;
●increase our vulnerability to and limit our flexibility in planning for, or reacting to, change in our business and the
industry in which we operate;
●restrict our ability to make certain distributions with respect to our capital stock due to restricted payment and other
financial covenants in our credit facilities and other financing agreements;
●expose us to the risk of increased interest rates as borrowings under our senior credit facility are subject to variable
rates of interest;
●place us at a competitive disadvantage compared to our competitors that have less debt; and
●limit our ability to borrow additional funds.

In addition, the agreement governing our senior credit facility contains financial and other restrictive covenants that
limit our ability to engage in activities that may be in our long-term best interests, and the additional indebtedness we
incurred to fund the DST acquisition or otherwise may also contain restrictive covenants. Our failure to comply with
those covenants could result in an event of default which, if not cured or waived, could result in the acceleration of all
of our debts.

To service our indebtedness, we require a significant amount of cash. Our ability to generate cash depends on many
factors beyond our control.

Following the DST acquisition and our entry into the New Credit Agreement, we currently expect to make periodic
interest payments of approximately $317.8 million annually. Our ability to make payments on and to refinance our
indebtedness and to fund planned capital expenditures will depend on our ability to generate cash in the future. This,
to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors that
are beyond our control.

If our business fails to generate sufficient cash flow from operations and future borrowings are not available to us, we
may not be able to pay our indebtedness or fund our other liquidity needs. We may need to refinance all or a portion
of our indebtedness on or before maturity. We may not be able to refinance any of our indebtedness on commercially
reasonable terms or at all. If we cannot service our indebtedness, we may have to take actions such as selling assets,
seeking additional equity or reducing or delaying capital expenditures, strategic acquisitions, investments and joint
ventures. We may not be able to effect such actions, if necessary, on commercially reasonable terms or at all.

Restrictive covenants in the agreements governing our indebtedness may restrict our ability to pursue our business
strategies.

The New Credit Agreement limits our ability, among other things, to:

●
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incur
additional
indebtedness;
●make certain
investments;
●sell assets,
including
capital stock
of certain
subsidiaries;
●declare or pay
dividends,
repurchase or
redeem stock
or make other
distributions
to
stockholders;
●consolidate,
merge,
liquidate or
dissolve;
●enter into
transactions
with our
affiliates; and
●incur liens.

In addition, the New Credit Agreement also requires us to maintain compliance with specified leverage ratios. Our
ability to comply with these provisions may be affected by events beyond our control, and these provisions could limit
our ability to plan for or react to market conditions, meet capital needs or otherwise conduct our business activities
and plans.
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Our inability to comply with any of these provisions could result in a default under one or more of the agreements
governing our indebtedness.  If such a default occurs under one such agreement, the creditors under another debt
agreement may elect to declare all borrowings outstanding, together with accrued interest and other fees, to be
immediately due and payable.  In addition, the lenders under our New Credit Agreement would have the right to
terminate any commitments they have to provide further borrowings.

If we are unable to repay outstanding borrowings when due, the lenders under our New Credit Agreement also have
the right to proceed against the collateral, including our available cash and substantially all of our domestic assets and
the assets of our domestic subsidiaries, granted to them to secure the indebtedness under that facility. If the
indebtedness under our New Credit Agreement were to be accelerated, we cannot assure you that our assets would be
sufficient to repay in full that indebtedness and our other indebtedness.

Risks Relating to Our Acquisition of DST Systems, Inc.

The anticipated benefits of our acquisition of DST may not be realized or those benefits may take longer to realize
than expected.

The success of our acquisition of DST will depend, to a large extent, on our ability to realize the anticipated benefits
and cost savings derived from this transaction and our ability to integrate the two organizations and businesses. The
combination of two independent businesses is a complex, costly and time-consuming process. As a result, DST and
we will devote significant management attention and resources prior to closing to prepare for integrating, and we will
devote significant management attention and resources post-closing to integrate the business practices and operations
of both organizations. The integration process may disrupt the businesses and, if implemented ineffectively, would
impair the realization of the full expected benefits.

In addition, we continue to evaluate our estimates of synergies to be realized from the acquisition, so our actual
cost-savings could differ materially from our current estimates. We cannot assure you that we will achieve the full
amount of cost-savings on the schedule anticipated or at all.

A failure to meet the challenges involved in integrating the two businesses and to realize the anticipated benefits of the
transaction could cause an interruption of, or a loss of momentum in, the activities of the post-acquisition company
and could adversely affect its results of operations. In addition, the overall integration of the businesses may result in
material unanticipated problems, expenses, liabilities, competitive responses, loss of customer and other business
relationships, and diversion of management’s attention. The difficulties of combining the operations of the companies
include, among others:

●the diversion of management’s attention to integration matters;
●difficulties in achieving anticipated cost savings, synergies, business opportunities and growth;
●difficulties in the integration of operations, software and technology systems;
●difficulties in conforming standards, controls, procedures and accounting and other policies, business cultures and
compensation structures between the two companies;
●difficulties in the assimilation of employees;
●difficulties in managing the expanded operations of a significantly larger and more complex company;
●challenges in keeping existing customers and obtaining new customers;
●potential unknown liabilities, adverse consequences and unforeseen increased expenses and unanticipated
competitive responses associated with our acquisition of DST; and
●coordinating a more geographically dispersed organization.
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Many of these factors will be outside of our control and any one of them could result in increased costs, decreases in
the amount of expected revenues and diversion of management’s time and energy, which could materially impact our
business, financial condition and results of operations. In addition, even if our operations are integrated successfully
with DST, the full benefits of the transactions may not be realized, including the synergies, cost savings or sales or
growth opportunities that are expected. These benefits may not be achieved within the anticipated time frame, or at all.
Further, additional unanticipated costs may be incurred in the integration of our business with DST. An inability to
realize the full extent of, or any of, the anticipated benefits of the acquisition, as well as any delays encountered in the
integration process, could have an adverse effect on our financial condition, results of operations and cash flows. All
of these factors could cause dilution to our earnings per share, decrease or delay the expected accretive effect of the
transaction, and negatively impact the price of our common stock.

We will incur costs as a result of our acquisition of DST.

41

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

79



We will incur substantial expenses in connection with our acquisition of DST and over a period of time following the
completion of the acquisition.  While we have assumed that a certain level of transaction expenses will be incurred,
factors beyond our control could affect the total amount or the timing of these expenses.  Many of the expenses that
will be incurred, by their nature, are difficult to estimate accurately.  Any increase in these estimated expenses or
change in the timing of these expenses could have an adverse effect on our financial condition, results of operations
and cash flows.

Risks Relating to Ownership of Our Common Stock

If equity research analysts do not publish or cease publishing research or reports about our business or if they issue
unfavorable commentary or downgrade our common stock, the price and trading volume of our common stock could
decline.

The trading market for our common stock is influenced by the research and reports that equity research analysts
publish about us and our business. We do not control these analysts. The price of our stock or trading volume in our
stock could decline if one or more equity analysts downgrade our stock or if those analysts issue other unfavorable
commentary or cease publishing regular reports about us or our business.

The market price of our common stock may be volatile, which could result in substantial losses for investors in our
common stock.

Shares of our common stock were sold in our initial public offering at a price of $7.50 per share on March 31, 2010,
and through March 31, 2018 our common stock has traded as high as $53.99 and as low as $6.64. An active, liquid
and orderly market for our common stock may not be sustained, which could depress the trading price of our common
stock. In addition, the market price of our common stock may fluctuate significantly. Some of the factors that may
cause the market price of our common stock to fluctuate include:

●fluctuations in our quarterly financial results or the quarterly financial results of companies perceived to be similar to
us;
●changes in estimates of our financial results or recommendations by securities analysts;
●failure of any of our products to achieve or maintain market acceptance;
●changes in market valuations of similar companies;
●success of competitive products;
●changes in our capital structure, such as future issuances of securities or the incurrence of additional debt;
●announcements by us or our competitors of significant products, contracts, acquisitions or strategic alliances;
●regulatory developments in any of our markets;
●litigation involving our Company, our general industry or both;
●additions or departures of key personnel;
●investors’ general perception of us; and
●changes in general economic, industry and market conditions.

In addition, if the market for technology stocks, financial services stocks or the stock market in general experiences a
loss of investor confidence, the trading price of our common stock could decline for reasons unrelated to our business,
financial condition or results of operations. If any of the foregoing occurs, it could cause our stock price to fall and
may expose us to class action lawsuits that, even if unsuccessful, could be costly to defend and a distraction to
management.
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William C. Stone, our Chairman of the Board and Chief Executive Officer, exerts significant control over our
Company.

As of May 2, 2018, William C. Stone, our Chairman of the Board and Chief Executive Officer, beneficially owned
approximately 14.2% of the outstanding shares of our common stock. We are party to a stockholders’ agreement with
Mr. Stone, pursuant to which Mr. Stone has the right to nominate two members of our board of directors, one of which
will be Mr. Stone for so long as he is our Chief Executive Officer. As a result, Mr. Stone has significant influence
over our policy and affairs and matters requiring stockholder approval.

SS&C Holdings is a holding company with no operations or assets of its own and its ability to pay dividends is limited
or otherwise restricted.

42

Edgar Filing: SS&C Technologies Holdings Inc - Form 10-Q

81



As of March 31, 2018, SS&C Holdings has no direct operations and no significant assets other than the stock of
SS&C and Advent Software, Inc.  The ability of SS&C Holdings to pay dividends is limited by its status as a holding
company and by the terms of the agreement governing our indebtedness.  See “Risk factors - Risks relating to our
indebtedness - Restrictive covenants in the agreements governing our indebtedness may restrict our ability to pursue
our business strategies.”  Moreover, none of the subsidiaries of SS&C Holdings is obligated to make funds available to
SS&C Holdings for the payment of dividends or otherwise.  In addition, Delaware law imposes requirements that may
restrict the ability of our subsidiaries, including SS&C, to pay dividends to SS&C Holdings.  These limitations could
reduce our attractiveness to investors.

Our management has broad discretion in the use of our existing cash resources and may not use such funds
effectively.

Our management has broad discretion in the application of our cash resources. Accordingly, our stockholders will
have to rely upon the judgment of our management with respect to our existing cash resources, with only limited
information concerning management’s specific intentions. Our management may spend our cash resources in ways that
our stockholders may not desire or that may not yield a favorable return. The failure by our management to apply
these funds effectively could harm our business.

Provisions in our certificate of incorporation and bylaws might discourage, delay or prevent a change of control of our
Company or changes in our management and, therefore, depress the trading price of our common stock.

Provisions of our certificate of incorporation and bylaws and Delaware law may discourage, delay or prevent a
merger, acquisition or other change in control that stockholders may consider favorable, including transactions in
which stockholders might otherwise receive a premium for their shares of our common stock. These provisions may
also prevent or frustrate attempts by our stockholders to replace or remove our management. These provisions include:

●limitations on the removal of directors;
●a classified board of directors so that not all members of our board are elected at one time;
●advance notice requirements for stockholder proposals and nominations;
●the inability of stockholders to call special meetings;
●the ability of our board of directors to make, alter or repeal our bylaws;
●the ability of our board of directors to designate the terms of and issue new series of preferred
stock without stockholder approval, which could be used to institute a rights plan, or a poison
pill, that would work to dilute the stock ownership of a potential hostile acquirer, likely
preventing acquisitions that have not been approved by our board of directors; and
●a prohibition on stockholders from acting by written consent.

The existence of the foregoing provisions and anti-takeover measures could limit the price that investors might be
willing to pay in the future for shares of our common stock. They could also deter potential acquirers of our Company,
thereby reducing the likelihood that our stockholders could receive a premium for their shares of common stock in an
acquisition.

Item 6. Exhibits
The exhibits listed in the Exhibit Index immediately preceding such exhibits are filed as part of this Report.
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EXHIBIT INDEX

Exhibit
Number Description of Exhibit

2.1 † Agreement and Plan of Merger, dated as of January 11, 2018, by and among DST Systems, Inc., SS&C
Technologies Holdings, Inc. and Diamond Merger Sub, Inc. is incorporated herein by reference to Exhibit
2.1 to the Registrant’s Current Report on Form 8-K, filed on January 11, 2018 (File No. 001-34675)

10.1 Second Amendment to Credit Agreement, dated as of March 9, 2018, among SS&C Technologies
Holdings, Inc., SS&C Technologies, Inc., SS&C European Holdings S.a R.L, SS&C Technologies
Holdings Europe S.a R.L., the Company’s other subsidiaries party thereto, Credit Suisse AG, Cayman
Islands Branch, as administrative agent, and the lenders and L/C issuers party thereto (Exhibit A thereto is
incorporated herein by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K, filed on
April 16, 2018 (File No. 001-34675))

10.2 Employment Agreement, dated as of February 8, 2018, among SS&C Technologies Holdings, Inc, SS&C
Technologies, Inc. and Joseph J. Frank

10.3 Separation and Release Agreement, dated as of March 8, 2018, among SS&C Technologies Holdings, Inc,
SS&C Technologies, Inc. and Paul G. Igoe

10.4 Restricted Stock Unit Award Agreement, dated as of March 9, 2018, among SS&C Technologies Holdings,
Inc and Joseph J. Frank

10.5 Form of Restricted Stock Unit Award Agreement under Amended and Restated 2014 Stock Incentive Plan
of SS&C Technologies Holdings, Inc.

 31.1 Certifications of the Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002

 31.2 Certifications of the Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002

 32 Certification of the Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (furnished and not
filed for purposes of sections 11 or 12 of the Securities Act and section 18 of the Exchange Act)

101.INS XBRL Instance Document.*

101.SCH XBRL Taxonomy Extension Schema Document.*

101.CAL XBRL Taxonomy Calculation Linkbase Document.*

101.LAB XBRL Taxonomy Label Linkbase Document.*

101.PRE XBRL Taxonomy Presentation Linkbase Document.*
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101.DEF XBRL Taxonomy Extension Definition Linkbase Document.*

†Schedules have been omitted from this filing pursuant to Item 601(b)(2) of Regulation S-K. The Registrant agrees to
furnish supplementally a copy of any omitted schedule to the Securities and Exchange Commission upon its request;
provided, however, that the Registrant may request confidential treatment pursuant to Rule 24b-2 of the Exchange Act
for any schedule so furnished.

*submitted electronically herewith
Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting
Language): (i) Condensed Consolidated Balance Sheets at March 31, 2018 and December 31, 2017, (ii) Condensed
Consolidated Statements of Comprehensive Income for the three months ended March 31, 2018, (iii) Condensed
Consolidated Statements of Cash Flows for the three months ended March 31, 2018 and 2017 and (iv) Notes to
Condensed Consolidated Financial Statements.
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