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Our operations and financial results are subject to various risks and uncertainties, including those described in the sections
below, that could adversely affect our business, financial condition, results of operations, cash flows, liquidity, revenue, growth,
prospects, demand for our products and services, reputation and the trading price of our common stock, and make an investment
in us speculative or risky. The following does not summarize all of the risks that we face, and there may be additional risks or
uncertainties that are currently unknown or not believed to be material that occur or become material. Risk Factors Summary
Business and Operational Risks ® We have experienced varied operating results, and our operating results for any particular
fiscal period are affected by the timing of revenue recognition, particularly for our errlattonand-pretotyping-hardware and-, [P
and certain software products . « Uncertainty in the global economy and instability within international relations,
including changes in governmental policies relating to technology, and any potential downturn in the semiconductor and
electronics industries, may negatively impact our business and reduce our bookings levels and revenue. * We are subject
to governmental export and import controls that could subject us to liability or impair our ability to compete in global
markets as well as a variety of other laws and regulations. * As we continue to acquire and invest in companies or
technologies, we may not realize the expected business or financial benefits and these acquisitions could prove difficult to
integrate, disrupt our business, dilute stockholder value and adversely affect our operating results and the market value
of our common stock. * We could suffer serious harm to our business because of the infringement or misappropriation of
our IP rights by third parties. * Our success is highly dependent upon the legal protection of our proprietary technology,
as well as software and other IP rights licensed to us by third parties, and we cannot assure that the precautions taken to
protect our rights will be adequate or that we will continue to be able to adequately secure such IP rights from third
parties. » We may not realize opportunities presented by Al and may incur reputational and financial harm and liability
as a result of issues in the development and use of Al * Cyberattacks that compromise the confidentiality, integrity or
availability of our or our third- party providers’ information technology systems or confidential information could
materially harm our business, reputation and financial condition. * Risks associated with our international operations
could adversely impact our financial condition. » The effect of foreign exchange rate fluctuations may adversely impact
our revenue, expenses, cash flows and financial condition. « We depend upon our management team and qualified
employees, and our failure to attract, train, motivate and retain them may make us less competitive and therefore harm
our results of operations. * A significant portion of our cash is held and generated outside of the United States, and if our
cash available in the United States is insufficient to meet our requirements in the United States, we may be required to
raise cash in ways that could negatively affect our financial condition, results of operations and the market price of our
common stock. * The investment of our cash is subject to risks that may cause losses and affect the liquidity of these
investments. * The long sales cycle of our products and services may cause our operating results to fluctuate
unexpectedly. *» We have incurred, and may in the future incur, substantial costs in connection with restructuring plans,
which might not result in the benefits we anticipate, possibly having a negative effect on our future operating results. ¢
Our business is subject to the risk of natural disasters and global climate change. Risks Related to Customers, Suppliers
and Industry Competition » Customer consolidation could affect our operating results. « Our failure to respond quickly
to technological developments or customers’ increasing technological requirements and to continue to develop or acquire
technological capabilities could make our products uncompetitive and obsolete and impede our ability to address the
requirements in technology segments that are expected to contribute to our growth.  Our investment in research and
development of new and existing products, technologies and services may affect our operating results, and our return on
investment may be lower or develop more slowly than expected. * Our operating results and revenue could be adversely
affected by customer payment delays, customer bankruptcies and defaults, modifications or non- renewals of licenses. ¢
The competition in our industries is substantial, and we may not be able to continue to compete successfully. * Our
future revenue is dependent in part upon our installed customer base continuing to license or buy products and purchase
services. * We depend on a single supplier or a limited number of suppliers for certain hardware components and
contract manufacturers for production of our hardware products, making us vulnerable to supply disruption and price
fluctuation. Tax, Regulatory and Litigation Risks ¢ Our results could be adversely affected by an increase in our effective
tax rate as a result of U. S. and foreign tax law changes, outcomes of current or future tax examinations, or by material
differences between our forecasted and actual effective tax rates. ¢ Litigation, government investigations or regulatory
proceedings could adversely affect our financial condition and operations. * Errors, defects or other issues with our
products and services could expose us to liability and harm our business. * Our reported financial results may be
adversely affected by changes in United States generally accepted accounting principles, and we may incur significant
costs to adjust our accounting systems and processes to comply with significant changes. * If we become subject to unfair
hiring claims, we could be prevented from hiring needed employees, incur liability for damages and incur substantial
costs in defending ourselves. * We are subject to evolving corporate governance, environmental and social practices and
public disclosure expectations and regulations that impact compliance costs and risks of noncompliance. Risks Related to
Our Securities and Indebtedness * Our stock price has been and may continue to be subject to fluctuations. « The
amount and frequency of our share repurchases may fluctuate, and we cannot guarantee that we will fully consummate
our share repurchase authorization, or that it will enhance long- term stockholder value. Share repurchases could also



increase the volatility of the trading price of our common stock and diminish our cash reserves. * Our certificate of
incorporation and bylaws and certain provisions under Delaware law could prevent an acquisition of our company or
limit the price that investors might be willing to pay for our common stock.  Our bylaws designate the Court of
Chancery of the State of Delaware as the exclusive forum for certain disputes between us and our stockholders. * Our
debt obligations expose us to risks that could adversely affect our business, operating results or financial condition, and
could prevent us from fulfilling our obligations under such indebtedness. * At the option of the holders of our
outstanding notes, we may, under certain circumstances, be required to repurchase such notes. * The terms of our debt
agreements restrict our current and future operations, particularly our ability to respond to changes or to take certain
actions. * We may not be able to generate sufficient cash to service all of our indebtedness and may be forced to take
other actions to satisfy our obligations under our indebtedness, which may not be successful. * Our variable rate
indebtedness subjects us to interest rate risk, which could cause our debt service obligations to increase significantly. ¢
Various factors could increase our future borrowing costs or reduce our access to capital, including a lowering or
withdrawal of the ratings assigned to us and our New Notes by credit rating agencies . Historical results of operations
should not be viewed as reliable indicators of our future performance. Various factors affect our operating results, and some of
them are not within our control. Our operating results for any period are affected by the mix of products and services sold in a
given period and the timing of revenue recognition, particularly for our emtation-and-prototyptng-hardware and-, [P and
certain software products for which revenue is recognized at a point in time rather than over time . In addition, we have
recorded net losses in the past and may record net losses in the future. Also, our cash flows from operating activities have and
will continue to fluctuate due to a number of factors, including the timing of our billings, collections, disbursements and tax
payments. A substantial portion of our software licenses yield revenue recognized over time, which may make it difficult
for us to rapidly increase our revenue in future fiscal periods and means that a decrease in orders in a given period
would negatively affect our revenue in future periods. A substantial portion of the product revenue related to our hardware
business-and our-|P offerings-, and to a lesser extent certain software, is recognized upon delivery, and our forecasted revenue
results are based, in part, on our expectations of these products hardware-andJP-to be delivered in a particular quarter.
Therefore, changes in hardware-anddP-bookings or deliveries for these products, relative to expectations , will have a more
immediate impact on our revenue than changes in the majority of our time- based software or services bookings, for which
revenue is generally recognized over time. —Revenue related to our hardware and IP products is inherently difficult to predict
because sales of our hardware and IP products depend on the commencement of new projects for the design and development of
complex ICs and systems by our customers,our customers’ willingness to expend capital to deploy our new and existing
hardware or IP products in those projects and the availability of our new and existing hardware or IP products for
delivery.Therefore,our hardware or IP sales may be delayed or may decrease if our customers delay or cancel projects because
their spending is constrained or if there are problems or delays with the supply,delivery or installation of our hardware or IP
products or our hardware suppliers.Moreover,the market environment for hardware and IP is highly competitive,and our
customers may choose to purchase a competitor’ s hardware or IP product based on cost,performance or other factors.These
factors may result in lower revenue,which would have an adverse effect on our business,results of operations and cash flows .
As we continue to expand our IP offerings, a portion of the revenue related to our IP bookings will be deferred until we
complete and deliver the licensed IP to our customers. As a result, costs related to the research and development of IP may be
incurred prior to the recognition of the related revenue . Revenue related to our hardware and...... negatively affect our revenue
in future periods . We plan our operating expenses based on forecasted revenue, expected business needs and other factors such
as inflation. These expenses and the effect of long- term commitments are relatively fixed in the short term. Bookings and the
related revenue are harder to forecast in a difficult economic environment. If we experience a shortfall in bookings, our
operating results could differ from our expectations because we may not be able to quickly reduce our expenses in response to
short- term business changes. Our operating expenses are also impacted by economic conditions, such as inflation. Unexpected
increases in inflation could cause our expenses to increase at a rate faster than our product pricing to recover such increases. The
methods, estimates and judgments that we use in applying our accounting policies have a significant impact on our results of
operations (see ““ Critical Accounting Estimates ” under Part II, Item 7, “ Management’ s Discussion and Analysis of Financial
Condition and Results of Operation% ). Such methods, estimates and judgments are subject to substantial risks, uncertainties and
assumptions, and factors may arise over time that may lead us to change our methods, estimates and judgments. Changes in

thoqe method% e%tlmate% and Judgmenti could qlgnlﬁcantly affect our results of operatlonq Yneertainty-in-the-global-eceonomy

beekmgs—leve}s—aﬁd-feveﬂue—Pmcha%e% of our productq and services are dependent upon the commencement of new deslgn
projects by semiconductor fc-mantfaeturers-and electronics systems companies. The IC and electronics systems industries are
cyclical and are characterized by constant and rapid technological change, rapid product obsolescence and price erosion,
evolving standards, short product life cycles and wide fluctuations in product supply and demand. The #-semiconductor and
electronics systems industries have also experienced significant downturns in connection with, or in anticipation of, maturing
product cycles of both these industries” and their customers’ products. The current outlook for the global economy is uncertain
and may result in a decrease in ipending on our products and services despite recent growth. Uncertainty caused by the-reeent
challenging global political and economic conditions, including the-effeets-eftherise-n-inflation and-, interest rates, bank
failures, U. S. deficit concerns, geopolitical the Russtan-invaston-of Ukraine-and-the-eonfliet-conflicts #-and the-other Middle
Eastadverse changes to international relationships among countries in which we or our customers operate or do business,
protectionist measures or decline in corporate or consumer spending could negatively impact our customers’ businesses,
reducing the number of new chip designs and their overall research and development spending, including their spending on our



products and services, and as a result decrease demand for our products and services. Adverse developments that affect financial
institutions, transactional counterparties or other third parties, such as bank failures and pretraeted-failure by Congress to
increase the U. S. federal debt ceiling negetiations-on a timely basis . or concerns or speculation about any similar events or
risks, have led and could lead to further credit downgrades and market- wide liquidity problems which in turn may cause
customers and other third parties to become unable to meet their obligations under various types of financial arrangements as
well as general disruptions or instability in the financial markets. Public health emergencies ;tike-the-COVID-—9-pandemie;and
reactionary measures by governments and businesses have also had, and could in the future have, the effect of curtailing
economic activity and causing substantial volatility and disruption in global markets. Decreased bookings for our products and
services, customer bankruptcies, consolidation among our customers, or problems or delays with our hardware suppliers or with
the supply or delivery of our hardware products could also adversely affect our ability to grow our business or adversely affect
our future revenue and financial results. There is inherent risk, based on the complex relationships between certain countries and
within regions, that political, diplomatic or military events could result in trade disruptions and other disruptions in the markets
and industries we serve and our supply chain. A significant disruption in any area where we or our customers operate or do
business could reduce customer demand, make our products and services more expensive or unavailable for customers, increase
the cost of our products and services, have a negative impact on customer spending, make our products less competitive, or
otherwise have a materially adverse impact on our future revenue and profits, our customers’ and suppliers’ businesses, and our
results of operations. For example, the ongoing geopolitical and economic uncertainty between the United States and China,
where we have derived an-inereased-a substantial percentage of our revenue, the unknown impact of current and future U. S.
and Chinese trade regulations, and geopolitical risks with respect to Taiwan, which serves as a central hub for the technology
industry supply chain, could, directly or indirectly, materially harm our business, financial condition and results of operations.
Our future business and financial results, including demand for our products and services, are subject to considerable
uncertainties that could impact our stock price. If economic conditions or international relationships among countries in which
we do business deteriorate, or, in particular, if semiconductor or electronics systems mdustry revenues do not grow rineludingas
aresultofa-globalsemieonduetorshortage-, the ability to export or import products or services by the semiconductor or
electronics systems industry is adversely restricted, or our supplies of hardware components and products are subject to
problems or delays, we may be adversely affected. Further, political or economic conflicts between various global actors, and
responsive measures that have been or could be taken, have created and can further create significant global economic
uncertainty that could prolong or expand such conflicts, whreh could have a lastmg 1mpact on regronal and global economres
and harm our busrness and operatmg results We 4 bieetto-g ort-ee : :

4 Ty S AN ot we-must comply
with the lmport and export restrictions and regulations and economic sanctlons laws of the Umted States and of certain
other countries in selling , providing or shipping our products and transferring our technology outside the United States, to
foreign nationals (including foreign nationals within the United States) or across borders. Changes in our products or services,

or changes in and continued expansion of these laws and regulations errestrietions-due-to-changes-in-trade-relationships-with

the-United-States-, including new or increased tariffs, trade protection measures, impert-orexportieensing requirements;
sanctions, trade embargoes and other trade barriers, may create delays in the introduction of our products or services into

international markets, prevent our customers from deploying our products or services or, in some cases, prevent the
export or import of our products or services to certain countries, governments or persons altogether or result in
increased costs for us, which could reduce our competitiveness, or for our customers, which could affect their purchasing
behaviors. Any decreased use of our products or services or limitation on our ability to export to or sell our products or
services in international markets would likely harm our business, operating results and financial condition. For example, the
BIS maintains and frequently apdates-adds entities to the ** Entity List, ” which limits our ability to deliver products and
services to these entities, some of which are our customers. When customers are on the Entity Lrst or are subject to new or
expanded trade restrictions ; : ; ; A8 g

antfa : 1t has a negatrve effect on our abrhty to sell products and provrde
services to these customers In addition, the issuance of new or expanded trade restrictions, such as the continued expansion of
the military end- user and military end- use rule, the foreign- predueed-direct product rules, or any other rule that prevents a
class of commodities, software or technology from export to any specific country or countries without a license, could increase
our costs or expenses. Anticipated or actual changes in trade restrictions could also affect customer purchasing behaviors. Entity
List restrictions and other trade restrictions may also encourage customers to seek substitute products from our competitors,
including a growing class of foreign competitors and open source alternatives, that are not subject to these restrictions or to
develop their own solutions, thereby decreasing our long- term competitiveness. In particular, China’ s stated national policy to
be a global leader in all segments of the semiconductor industry by 2030 has resulted in and may continue to cause increased
competitive capability in China. In addition, although customers on the Entity List are not prohibited from paying (and we are
not restricted from collecting) for products we previously delivered to them (in compliance with applicable law), the credit risks
associated with outstanding receivables from customers on the Entity List — including receivables from anti- piracy enforcement
efforts and litigation settlements — and other trade restrictions could increase. We cannot predict whether or when any changes
will be made that eliminate or decrease these limitations on our ability to sell products and provide services to these Entity List
customers or other customers impacted by other trade restrictions. We are unable to predict the duration of the export
restrictions imposed with respect to any particular customer, technology, country or region or the long- term effects on our
business or our customers’ businesses. In addition, there may be indirect impacts to our business which we cannot reasonably
quantify, including that certain restrictions, even if not directly applicable to us, may impact our customers' products



which may have an adverse effect on demand for our products, or that a country- specific export control may limit or
prevent our employees who are nationals of the restricted country from performing their duties unless a license can be obtained.
Additionally, our business may also be impacted by other trade restrictions that may be imposed by the United States, China ;-or
other COLlntl’le% -Restﬂeﬁeﬁs—For example, the Un1ted States and other global actors have 1mposed economlc sanctions on
Russia our-a Pto ¢ €0 o
adverse—effeet—eﬁ—emebusrness—other entities and 1nd1v1duals as a restlts— result of eper&t—tens—the Russ1an 1nvasnon of
Ukraine and conflicts in the Middle East. New or finanetal-eondition-increased tariffs and other changes in U. S. trade
policy, including new sanctions, could trigger retaliatory actions by affected countries . Failure to obtain impert, export or
re- export licenses or permits when required or restrictions on trade imposed by the United States or other countries could
harm our business by rendering us unable to sell or ship products and transfer our technology outside of the United States or
across borders . In addition, if our customers sell our products to any entity on the Entity List without our knowledge or
authorization, we may be held liable for such sales . Although we have implemented risk- based policies and procedures that
are reasonably designed to comply with all applicable trade restrictions, we and governmental authorities have had and may in
the future have reason to inquire into particular sales. Specifically, in February 2021, we received an administrative subpoena
from BIS requesting the production of records in connection with certain sales to our customers in China. In November 2023, we
received a related subpoena from the U. S. Department of Justice (“ DOJ ™) that also requested information regarding our
business activity in China. In December 2024, we began discussions with BIS and DOJ regarding preliminary findings of
their investigations and a potential resolution of this matter. We have been and will continue cooperating with BIS and DOJ
in responding to the subpoenas and their ongoing reviews-investigations . These matters are subject to uncertainties and the
outcomes of these and other proceedings that may occur are difficult to predict . If any governmental fines, penalties,
restrictions or compliance requirements are imposed on us, or if we do not prevail in any possible civil or criminal
litigation, our business, financial condition and results of operations could be materially adversely affected. In addition,
political, media or other scrutiny surrounding governmental investigations or their outcome could cause significant
expense and reputational harm and distract senior executives from managing normal day- to- day operations . The laws
and policies of the United States and other countries in this area are evolving and changing, and we have experienced and may
continue to experience challenges in complying with new rules as they become effective. The application and interpretation of
these laws and policies can also be uncertain and change over time, and we may need to adjust our policies and procedures
accordingly. Any failure or alleged failure to comply with these laws and policies could have negative consequences, including
significant legal costs, government investigations, penalties, denial of export privileges and debarment from participation in U.
S. government contracts, any of which could have a material adverse effect on our operations, reputation and financial condition.
In addition to export control laws, our global operations are subject to numerous U. S. and foreign laws and regulations,
including those related to anti- corruption, anti- bribery, tax, corporate governance, financial and other disclosures, competition,
antitrust, data privacy, data protection and employment. These laws and regulations are complex and may have differing or
conflicting legal standards, making compliance difficult and costly, and changes to these laws , or their interpretations, may
require us to make significant changes to our business operations that may adversely affect our business overall. The policies
and procedures we have implemented to assist our compliance with these laws and regulations do not provide complete
assurance that our employees, contractors, agents or partners will not violate such laws and regulations. Any violation
individually or in the aggregate could have a material adverse effect on our operations, reputation and financial condition. A%
For more information about the import and export restrlctlons and regulatlons that we eent-rntte—te—aequﬁe—a-nd—mest—m
eompantes-or-teehnologies;we-may be subject 0

eeuld—preve—dtfﬁeu-l-t—to -rntegf&te— see « Governmental Regulatlons — Trade i under Item 1 d-tsrupt—eﬂr—busrness—d-rl-ute
stoe atie-of our-eommon-stoek-Part I of this Annual

Report As part of our bu@me@% qtrategy, we invest in, and acquire complementary businesses, joint ventures, services and
technologies and IP rights, some of which may be material to our financial condition and operating results. We continue to
engage in investments and acquisitions and evaluate such opportunities and expect to continue to make such investments and
acquisitions in the future. There can be no guarantee that we will be able to find and identify desirable investment or acquisition
targets, and we may not be successful in entering into an agreement with any particular target. Acquisitions and other
transactions, arrangements and investments involve numerous risks and potential operating difficulties and expenditures,
including the following, any of which could harm our business or negatively impact our results of operations : * the failure
to complete transactions on a timely basis or at all, or to realize, or a delay in realizing, anticipated benefits or synergies,
1nclud1ng asa reqult of any condmom placed upon applovals from governmental authormeq . t-he—fa-rl-ttfe—te—eemp-}ete

gevemment&l—attt-her'rﬁes—‘—potentlal 1dent1ﬁed or unknown security vulnerabilities in acqulred companies, technologleq or
products that expose us to addmonal iecurlty l’l%lG or delay our ablhty to 1ntegrate them -mte—etrr—efg&m-z&t—ten—aﬁd—e—ffeﬂﬂgs— .

brand or reputational harm ; , the-including due to failure or
perceived failure to achieve our pubhcly disclosed greenhouse ga% emissions reduction target due to acquisitions with large
greenhouse gas emissions ; * the failure to understand, compete and operate effectively in markets where we have limited
experience or where competitors may have stronger market positions; * the failure to 1ntegrate combine or manage acqulred
products, infrastructure, technologies and businesses effectively o ;
temporary-or-permanentbasis—; * difficulties in integrating and assimilating acqulred employeei Wthh may lead to retentlon risk
with respect to both acquired and existing employees and difficulties related to acquired employees represented by labor
unions ; * the need to integrate operations across different cultures and languages and to address the particular economic,
currency, political and regulatory risks associated with specific countries; ¢ diversion of financial resources and management’ s




attention from day- to- day business; ¢ overlapping customers and product sets that impact our ability to maintain revenue at
historical rates; * unanticipated costs or assumed liabilities, including those related to an acquired company' s disclosure controls
and procedures, internal control over financial reporting, cybersecurlty , taxes and other compliance programs ; Twhether

disee%fed—duﬂng—du&d-i-l-rgeﬂee—eﬁ-hefeafter—; . contlngent payments in connection with acqulsrtlons in the future where-we-may

suehpayments-orat-at-; ° unwrlhngness of customers, supphers or other busrness partners of an acqulred business to continue
licensing or do business with us, or delays in such activities; ¢ difficulties managing any strategic investment or collaboration
that we do not control or for which we do not have sole decision- making authority; ¢ impairment charges or other adverse
accounting outcomes related to acquisitions or strategic investments; * the failure or cessation of operations by entities in which
we made strategic investments or collaboration agreements; * the loss of some or all of the value of our investment; ¢ additional
stock- based compensation issued or assumed in connection with the acquisition, including the impact on stockholder dilution
and our results of operations; and ¢ the tax effects of any such acquisitions including related integration and business operation
changes and assessment of the 1mpact on the reahzabrhty of our future tax assets or liabilities Any-of theserisks-eotld-harm-our
or-Hegativ : attons—In addition, to facilitate acquisitions or investments, we have and may
in the future scck addltronal equity or debt financing, which may not be available on terms favorable to us or at all, which may
affect our ability to complete subsequent acquisitions or investments, and which may affect the risks of owning our common
stock. For example, #-we have and may in the future finance acquisitions or investments by issuing equity or convertible
securities, or use such securities as consideration, which have and may in the future cause our existing stockholders may-to be
drluted -I-f—we—We also have and may in the future finance acqursrtrons or 1nvestments through debt ﬁnancrng Twe-eould-face

margins and earnrngs at least 1n1t1ally In addltron in certain cases we may be requrred to consolidate one or more of our
strategic investee - s financial results into ours. Fluctuations in any such investee & s financial results, due to general market
conditions, bank failures or otherwise, could negatively affect our consolidated financial condition, results of operations, cash
flows or the price of our common stock. Our ability to acquire other businesses or technologies, make strategic investments or
integrate acquired businesses effectively may be impaired by trade tensions and increased global scrutiny of foreign investments
and acquisitions and investments in the technology sector. The United States and several other countries have adopted, or are
considering adopting, restrictions on transactions involving foreign investments. Antitrust authorities in the United States and a
number of countries have also reviewed acquisitions and investments in the technology industry with increased scrutiny.
Governments may continue to adopt or tighten restrictions of this nature, some of which may apply to acquisitions, investments
or integrations of businesses by us, and such restrictions or government actrons could negatively 1mpact our busrness and
financial results —W he : eh
by-third-parties-. There are numerous patents relatrng to our busrness and ecosystem. New patents are belng issued at a raprd rate
and are owned by computational software companies as well as entities and individuals outside the computational software field,
including parties whose income is primarily derived from infringement- related licensing and litigation. It is not always
practicable or possible to determine in advance whether a product or any of its components infringes the patent rights of others.
As a result, from time to time, we have been and may continue to be compelled to respond to IP infringement claims to protect
our rights or defend a customer’ s rights consistent with the terms of our license agreements. IP infringement and
misappropriation claims, including contractual defense reimbursement obligations related to third- party claims against our
customers, regardless of merit, could consume valuable management time, result in costly litigation or cause product shipment
delays, all of which could seriously harm our business, operating results and financial condition. IP claims or litigation has
compelled and could compel us to do one or more of the following: * pay damages (including the potential for treble damages),
license fees or royalties (including royalties for past periods); ¢ stop licensing products or providing services that use the
challenged IP and potentially refund customers; ¢ obtain a license to sell or use the relevant technology, which license may not
be available on reasonable terms; or ¢ redesign the challenged technology, which could be time consuming and costly, or
impossible. If we were compelled to take any of these actions, our busrness reputatlon and operatrng results mrght suffer. We

rights-frem-third-parttes—Our success depends in part, upon our proprretary technology and our ability to secure, protect and
enforce our IP rights in our proprietary technology. We generally rely on a combination of patent, copyright and trademark law,

trade secret protection and confidentiality or licenses agreements with our employers, contractors, customers, business partners
and others to establish and protect our proprietary rights in technology and products. Despite the precautions we may take to
protect our IP rights, from time to time third parties challenge, invalidate or circumvent these safeguards. Our patents and other
IP rights may not provide us with sufficient competitive advantages. Patents may not be issued on any of our pending
applications and our issued patents may not be sufficiently broad to protect every feature of our technology. In addition, we
believe that the protection of our trademark rights is an important factor in product recognition, protecting our brand and
maintaining goodwill, and if we do not adequately protect our rights in our trademarks from infringement, any goodwill that we
have developed in those trademarks could be lost or impaired, which could harm our brand and our business. Furthermore, the
laws of foreign countries may not protect our proprietary rights in those countries to the same extent as applicable law protects
these rights in the United States, and we may encounter difficulties in our attempts to protect our IP in foreign jurisdictions,
particularly with respect to trade secret rights and including as a result of impacts from changes in international trade



relationships. The protection of our IP may require the expenditure of significant financial and managerial resources. Moreover,
the steps we take to protect our I[P may not adequately protect our rights, or deter or prevent third parties from infringing or
misappropriating our proprietary rights. Litigation brought to protect and enforce our IP rights could be costly, time consuming
and distracting to management. Furthermore, our efforts to enforce our IP rights may be met with defenses, counterclaims and
countersuits attacking the validity and enforceability of our IP rights, which could result in the impairment or loss of portions of
our [P rights. Many of our products include software or other IP licensed from third parties. We may have to seek new or renew
existing licenses for such software and other IP. Our engineering services business holds licenses to certain software and other
[P owned by third parties, including that of our competitors. In addition, we use open source software in our products, and due to
uncertainties regarding the interpretation of open source software licenses, there is a risk that our use of open source software is
inconsistent with what the copyright owners had intended, which could lead to disputes and enforcement actions, including
demands that we release applicable source code, and we may be forced to re- engineer our products or incur additional costs to
replace the affected open source software. Our failure to obtain third party software, other IP licenses or other IP rights that are
necessary or helpful for our business on favorable terms (or at all) , or our need to engage in litigation over these licenses or
rights, could seriously harm our business, operating results or financial condition. In the case of infringement or
misappropriation caused by technology that we obtain from third parties, any indemnification or other contractual protections
we obtain from such third parties, if any, may be insufficient to cover the liabilities we incur as a result of such infringement or
mlsapproprmtlon We use may—net—fe&rze—eppef&mmes-pfeseﬂfed-by—Al Technologles throughout our business and may-ineur
We-are making significant
inv estments in Al initiatives, mcludum expandlng bﬂ-r}d-rﬁg—eﬁt—our generative Al plcm‘orm and dppllCdthl]S to enable our
customers to optimize their products’ performance, increase the productivity of their design teams and workflows and develop
Al solutions themselves. Al teehnelogies-Technologies are complex and rapidly evolving, and we face significant competition
from other companies. Such other companies may develop AI Technologies that are similar or superior to ours and / or
are more cost- effective and / or quicker to develop, deploy and maintain. Any inability to develop, offer or deploy new
Al Technologies as effectively, as quickly and / or as cost- efficiently as our competitors could have a materially adverse
impact on our operating results, customer relationships and growth. We expect that increased investment will be
required in the future to continuously improve our development and use of Al Technologles. Moreover, the long term
tldjeCtOI’y of this technoloucql trend is unknown —I-f— and we may A y d

advefs-ely—&ffeeted-successful in our ongomg development and mamtenance of Al Technologies in the face of novel and
evolving technical, reputational and market factors . We may incur significant costs, resources, investments, delays and not
achieve a return on investment or capitalize on opportunities presented by Al , and we could incur financial losses . The
Further, the introduction of Al teehnelogies-Technologies into new or existing products may result in new or enhanced
governmental or regulatory scrutiny, litigation, confidentiality or security risks, ethical concerns, or other complications that
could adversely affect our business, reputation or financial results. The regulatory framework governing the use of Al
Technologies is rapidly evolving. Existing laws and regulations , such as data privacy and antitrust regimes, may apply to
us or our customers in new ways, and many U. S. federal, state and foreign government bodies and agencies have
introduced or are currently considering additional laws and regulations. For example, in May 2024, the European Union
approved the EU AI Act establishing a comprehensive, risk- based governance framework for Al in the EU market, the
breach of which could result in fines of up to 7 % of worldwide annual turnover. Additionally, existing laws and
regulations may be interpreted in ways that would affect the operation of AI Technologies, or could be rescinded or
amended as new administrations take differing approaches to evolving AI Technologies. As a result, implementation
standards and enforcement practices are likely to remain uncertain for the foreseeable future, and we cannot yet
determine the impact future laws and-, regulations , standards or market perception of their requirements may have on
our business and may not always be able to anticipate how to respond to these laws or regulations. We cannot predict
how newly instituted legislation and regulation , or the effeets-interpretation and application of whieh-existing laws and
regulations, will impact our ability, or our customers' ability, to develop and offer products or services that leverage Al
Technologies and the costs of doing so. We may need to expend resources to adjust our products or services in certain
jurisdictions if the laws, regulations or decisions arc difftenlt-to-predietnot consistent across jurisdictions . The-Further,
the cost to comply with such laws, regulations, decisions and / or guidance interpreting existing laws, could be significant
and would increase our operating expenses (such as by imposing additional reporting obligations regarding our use of
Al Technologies). Such an increase in operating expenses, as well as any actual or perceived failure to comply with such
laws and regulations, could adversely affect our business, financial condition and results of operations. Further, the [P
ownership and license rights, including copyright, surrounding Al teehnetogies-Technologies has-have not been fully addressed
by U. S. courts or other federal or state laws or regulations, and the use or adoption of Al teehnetogies-Technologies into our
products and services may result in exposure to claims of copyright infringement or other IP misappropriation. Ia-addition-The
implementation of AI Technologies may accelerate or exacerbate potential risks related to technological developments.
These risks include the possibility of AI Technologies malfunctioning . producing biased or inaccurate results or failing
to meet performance expectations. The development and deployment of AI Technologies carries the risk of the-other
unintended consequences, such as ethical concerns, privacy violations and negative public perception. The rapid evolution
of Al teehnelogies-Technologies requires the application of resources to help ensure that Al is implemented responsibly in
order to minimize unintended, harmful impact. If the development or use of Al teehnelogies-Technologies by us or our
customers draws controversy due to perceived or actual impact on human rights, IP, privacy, security, employment ;-or the
environment or in other social contexts, we may experience brand or reputational harm, competitive harm or legal liability . For



more information about laws and regulations governing the use of AI Technologies, see “ Governmental Regulations —
Artificial intelligence ” under Item 1 of Part I of this Annual Report . Cyberattacks that compromise the confidentiality,
integrity or availability of our or our third- party providers' information technology systems or confidential information could
materially harm our business, reputation and financial condition. We rely on hardware, software, digital infrastructure and
computing networks for both internal and customer- facing operations that are critical to our business (collectively, - IT
Systems £ ). We own and manage certain [T Systems but also rely on third parties for IT Systems and related products and
services, including cloud computing. In addition, we and certain third- party providers collect, maintain and process data about
our customers, employees, business partners and others, including personally identifiable information, as well as proprietary
data such as trade secrets (collectively," Confidential Information"). We face numerous, evolving cybersecurity risks that
threaten the confidentiality, integrity and availability of our IT Systems, Confidential Information, products and services,
including from diverse threat actors, such as state- sponsored organizations, opportunistic hackers and malicious insiders, as well
as through diverse attack vectors, such as social engineering (including phishing), malware (including ransomware) and denial-
of- service attacks, and due to human or technological error, such as misconfigurations, ““ bugs ” or other vulnerabilities in
software or hardware. Additionally, advances in technology, an increased level of sophistication and expertise of hackers,
widespread access to generative Al, and new discoveries in the field of cryptography can result in a compromise or
breach of our IT Systems or security measures implemented to protect our systems. e have experienced cyberattacks and
other security breaekes-incidents in the past and will continue to experience varying degrees of attacks and incidents in the
future. Any such incidents could compromise our IT Systems, which could cause system disruptions or slowdowns and
lead to the information stored on our networks being accessed, publicly disclosed, lost or stolen. Any actual or perceived
unauthorized access or disclosure to our Confidential Information poses significant risk to our business as it could result
in reputational and financial harm and further subject us to liability to our customers, suppliers, business partners and
others. Cyberattacks are expected to accelerate on a global basis in frequency and magnitude as threat actors are
becoming increasingly sophisticated in using techniques and tools — including AI — that circumvent security controls,
evade detection and remove forensic evidence. A signifieant-cyberattack on our IT Systems or IT Systems of one of er-our a
third- party previder-providers or customers —sHHSystems-could result in any or all of the following: compromise to our
Cadence Cloud portfolio, which includes both our managed and customer- managed environments, and our data centers and
those of our customers and end users; corruption or stealing of Confidential Information such as proprietary information related
to our (or our customers') business, products, services and infrastructure or personally identifiable information; manipulation or
stealing of financial data and assets; and / or disruption of our systems and services and those of our customers and others.
Because we make extensive use of third party suppliers and service providers, such as cloud services that support our
internal and customer- facing operations, successful cyberattacks that disrupt or result in unauthorized access to third
party providers’ IT Systems can materially impact our operations and financial results. Moreover, Breaches-breaches of
our security measures and vulnerabilities in our or third- party providers’ IT Systems or products or services may expose us to a
risk of loss or misuse, loss of financial assets, business interruption, regulatory investigations, litigation and other potential
liability. There can be no assurance that our cybersecurity risk management strategy, program, policies, processes and controls
will be fully implemented, complied with or effective in protecting any systems or information. Techniques used to obtain
unauthorized access or to sabotage information Syqtemi change frequently and 1nclude zero- day ioftware vulnerabilities that are
unknown until exp101ted by threat actors. ; 6 ; slobs ; AP

v v ; —As a reiult we may be unable to promptly or effectlvely detect,
1nve§t1gate remediate or recover from future attack% or incidents, or to avoid a material adverse 1mpact to our IT Systems,
Confidential Information or business. Furthermore, we have acquired and continue to acquire companies with eyberseetrity
valnerabilities-and-or-less sophisticated security measures, and it takes time to align their security practices to meet our
information security policies, procedures and controls, which exposes us to increased cybersecurity, operational and
financial risk . Furthermore, employees working from remote work environments can expose us to increased security
risks and attacks . Moreover, hardware, software or applications we develop or procure from third parties or through open
source solutions may contain defects in design or manufacture or other vulnerabilities and be susceptible to hacking or
misappropriation. In addition, certain of our third- party vendors use cloud storage of information as part of their services and
product offerings, creating risk of misappropriation of our Confidential Information by third parties. In the event of an actual or
perceived breach of our security, or a vendor' s security, the market perception of the effectiveness of our security measures
could be harmed, legal or regulatory actions could be initiated against us and we could suffer damage to our reputation or our
business, or lose existing customers and our ability to obtain new customers (including government customers), incur significant
restoration, remediation and compliance costs, or suffer harm to our financial condition. The loss, misuse or theft of personal
data collected, used, stored or transferred by us, vendors or other third parties in the course of running our business could result
in business or financial harm, damage to our reputation and legal or regulatory proceedings. Also, we cannot guarantee that any
costs and liabilities incurred in relation to an attack or incident will be covered by our existing insurance policies or that
apphcable insurance will be avallable to us in the future on economlcally reasonable terms or at all. Risks-asseetated-with-our

d y 0 endittor—A significant amount of our revenue is derived from our
1nternat10na1 oper: atlonq a substantlal majorlty of our employees are located outside of the United States , and we have
offices throughout the World including key research and development facilities outside of the United States. Our international

operations are subject to a number of risks, including: « trade restrictions, inelading-tariffs;expert-orimport regulations;
sanctions or other trade barriers, inetading-Heensingrequirementsfor-exports;which may lengthen sales cycles et restrict or
prohibit the sale or licensing of certain products , ;=eeountry-—speetfie-export-eontrols—eouldimpaet-our— or employees-who-are




n&t—reﬂals—ef—ﬂae—restﬂeted—eeuﬁﬁﬂy—pfevenﬂﬂgm— prevent -t-hese—forelgn natronals employed by us from perforrnrng their
teehnology—foetsed-roles w y :
exportteense-is-granted-; © lnnrtatrons on repatrlatron of earnings and on the conversion of forergn currencies; ¢ reduced
protection of IP rights and heightened exposure to IP theft;  longer collection periods for receivables and greater difficulty in
collecting accounts receivable; « difficulties in managing foreign operations; ¢ political and economic conditions, such as glebat
economic downturns erreeessions-in the regions in which we do business, as well as macroeconomic and-policy and
operational impacts of political instability and armed conflicts , including military service by our international employees ; *
unexpeeted-changes in legal and regulatory requirements; ¢ differing employment practices and labor issues or inability to
continue to offer competitive compensation; ¢ variations in costs or expenses associated with our international operations,
including as a result of changes in foreign tax laws or changes in devalaattorr- valuation of the U. S. dollar relative to other
currencies; and © public health emergencies and related public health measures ;-stehas-the-COVID-—9-pandemte-, including
restrictions on travel between jurisdictions in which we and our customers and suppliers operate. Some of our irternattonat
research and development and other facilities are in parts of the world where there is a greater risk of business interruption as a
result of political instability, terrorist acts or military conflicts than businesses located domestically. Damage to or disruptions at
our interpattonalresearch and development facilities could have a significant adverse effect on our ability to develop and
improve products. We are not insured for losses or interruptions caused by acts of war, among other exclusions. Furthermore,
our operations are dependent upon the connectivity of our operations throughout the world. Activities that interfere with our
international connectivity or operations, such as cyber hacking, computer system viruses, natural disasters, public health
emergencies, civil unrest or terrorism, could significantly harm our business operations. In addition, internal controls, policies
and procedures and employee training and compliance programs that we have implemented to deter prohibited practices may not
prevent our employees, contractors or agents from violating or circumventing our policies and the laws and regulations
applicable to our worldwide operations. 5Phe—ef-feet—Approx1mately one third of our total costs and expenses has historically
been transacted i in forergn currencies € : ety y v v
more than g perations i

eperations-as-a pefeeﬁtage-half of tet&l—our revenue has h1stor1cally come exeeeded—sel%—&nd—we—eaqaeet—that—fevenue—from our
international operations : Aa~a: ansae
’v‘aﬂeus—feretgn-euﬁenetes— a-l-t-heﬂgh—whlle the majorrty of our revenue contracts Worldwrde are denominated in U S. dollars.
—Volatility of currencies in countries
where we conduct business, most notably the U. S. dollar, Chrnese renmrnbr Japanese yen, European Union euro, British pound
and-, [ndian rupee , Taiwan dollar and Israeli shekel , have had and may in the future have an effect on our revenue or
operating results. Fluctuations in the exchange rate between the U. S. dollar and other currencies could seriously affect our
business, operating results and financial condition, including due to inflation, devaluations and currency controls. If we price our
products and services in a non- U. S. market in the local currency, we receive fewer U. S. dollars when the local currency
declines in value relative to the U. S. dollar. If we price our products and services in a non- U. S. market in U. S. dollars, a
decrease in value of the local currency relative to the U. S. dollar could result in our prices being uncompetitive in that market.
On the other hand, when a foreign currency increases in value relative to the U. S. dollar, it takes more U. S. dollars to purchase
the same amount of the foreign currency, which increases our payret-eests-and-other-operating expenses in that region. Our
attempts to reduce the effect of foreign currency fluctuations may be unsuccessful, and exchange rate movements may adversely
impact our results of operations as expressed in U. S. dollars. We-depend-apon-our-managementFor more information, see
teaf Item 7A aﬁd—key—empleyees— [~ Quantltatlve and Qualltatlve Dlsclosures About Market Risk — Forelgn Currency

t-hefefere—hafm—eu—r—feﬁﬂ-ﬁs—e#qaef&ﬁeﬁs— [~ Our busrness depends upon the Contlnued services, efforts and abrlrtres of our senior

management and other key-qualified employees. Competition for highly skilled executive officers and employees can be
intense, particularly in geographic areas recognized as high technology centers. In addition, competition for qualified personnel,
including software engineers, in the EDA, commercial electronics engineering services and IP industries has intensified. Further,
increased uncertainty regarding social, political and immigration policies in the United States and abroad may make it difficult
to recruit employees with adequate experience; and governmental policies resulting in increased funding of domestic technology
companies, such as China’ s stated national policy to be a global leader in all segments of the semiconductor industry by 2030,
has caused and may continue to cause difficulty in retaining and attracting local talent. We may also experience increased
compensation costs that are not offset by either improved productivity or higher sales. We may not be successful in recruiting
new personnel and in training, retaining and motivating existing personnel. Our ability to do so also depends on how well we
maintain a strong workplace culture that is attractive to employees, particularly as we transition employees back to the office
generally three-times-four days a weck based-on-ourhybrid-work-medel, which may impact our ability to retain and hire
employees. Additionally, hiring and training of new employees may be adversely impacted by global economic uncertainty.
From time to time, there may be changes in our management team resulting from the hiring and departure of executive officers,
and as a result, we may experience disruption to our business that may harm our operating results and our relationships with our
employees, customers and suppliers may be adversely affected. To attract, retain and motivate individuals with the requisite
expertise, we may be required to grant large numbers of stock options or other stock- based incentive awards, which may be
dilutive to existing stockholders and increase compensation expense, and pay significant base salaries and cash bonuses, which
could harm our operating results. The high cost of training new ernployees not fully utilizing these employees, or losing trained
employees to competrng employers Could also reduce our operatrng margrns and harm our busrness or operatrng results A




—We have substantial cash requirements
in the Unrted States and srgnrfrcant operatrons outsrde the Unlted States As of December 31,2623-2024 , approximately 55-34
% of our cash and cash equivalents balance was held by subsidiaries outside the United States. We cannot accurately predict the
full impact that evolving macroeconomic and geopolitical conditions may have on our cash flows. In addition, although the U.
S. Tax Cuts and Jobs Act (the “ Tax Act ") has reduced the tax impact of repatriation of foreign earnings, there are still
administrative processes associated with repatriation of foreign earnings that could affect the timing of returning cash to the U.
S. from non- U. S. jurisdictions. Accordingly, if our U. S. cash is insufficient to meet our future funding obligations in the
United States, we could be required to seek funding sources on less attractive terms, which could negatively impact our results
of operations, financial position and the market price of our common stock. =Our marketable investments include various
money market funds and shares of publicly held companies,and may include other investments as well. Weakened financial
markets have at times adversely impacted the general credit,liquidity,market prices and interest rates for these and other types of
investments.Additionally,changes in monetary policy by the Federal Open Market Committee or other relevant regulators and
concerns about the rising U.S.government debt level may cause a decrease in the purchasing power of the U.S.dollar and
adversely affect our investment portfolio.We also invest cash in non- marketable equity securities,including shares of privately
held entities . The financial market tongsates-eyele-ofonrproduets-and servieesmay-eause-monetary risks associated with
our eperatitg-investment portfolio may have a material adverse effect on our financial condition, liquidity, results to
flaetuate-unexpeetedty-of operations or cash flows . Generally, we have a long sales cycle that can extend up to six months or
longer. The complexity and expense associated with our products and services generally require a lengthy customer education,
evaluation and approval process. Consequently, we may incur substantial expenses and devote significant management effort
and expense to develop potential relationships that do not result in agreements or revenue and may prevent us from pursuing
other opportunities. In addition, sales of our products and services have been and may in the future be delayed if customers delay
approval or commencement of projects because of the timing of customers’ competitive evaluation processes or customers’
budgetary constraints and budget cycles. Long sales cycles for hardware products subject us to a number of significant risks over
which we have limited control, including insufficient, excess or obsolete inventory, variations in inventory valuation and
fluctuations in quarterly operating results. In addition, if our customers build elevated inventory levels, we could experience a
decrease in short- term and / or long- term demand for our hardware products. Further, economic conditions, including economic
downturn and rising inflation, may have a delayed impact on our results and financial condition as a result of our long sales
cycles. Similarly, such macroeconomic conditions may impact our long sales cycles by making it difficult for our customers to
plan future busrness actrvrtres whrch Could cause customers to limit spendlng or delay decrsron rnaklng —\Ve—haye—l-ﬁeuﬁed—

an pa VR Aty From time to time, we initiate restructuring plans in
an effort to better allgn our resources with our business strategy. We incur substantial costs to implement restructuring plans, and
our restructuring activities subject us to reputational risks and litigation risks and expenses. Our past restructuring plans do not
provide any assurance that we will realize anticipated cost savings or other benefits from any restructuring plans we implement
in the future. In addition, restructuring plans may have other consequences, such as attrition beyond our planned reduction in
workforce, a negative effect on employee morale and productivity or our ability to attract highly skilled employees. Our
competitors may also use any future restructuring plans to seek to gain a competitive advantage over us. As a result,
restructuring plans may affect our revenue and other operating results. The investment of our cash is subject...... natural disasters
and global climate change. Our corporate headquarters, including certain of our research and development operations and certain
of our distribution facilities, and a significant portion of our employees are located in the Silicon Valley area of Northern
California, a region known to experience seismic activity and wildfires. Our offices around the world may also be adversely
impacted by natural disasters, including those intensified by climate change. Our offices, and those of our customers and
suppliers, can be disrupted by droughts, extreme temperatures, fires, flooding and other climate change- related risks, as well as
earthquakes, actions by utility providers and other catastrophic events such as an actual or threatened public health emergency. If
a catastrophic event occurs at or near our offices or where our employees are located, or utility providers or public health
officials take certain actions (e. g., shut off power to our facilities or impose travel restrictions), our operations may be
interrupted, which could adversely impact our business and results of operations. If a catastrophic event impacts a significant
number of customers, resulting in decreased demand for their and our products, or our ability to provide services and
maintenance, our busrness and results of operatrons Could be adversely 1mpacted RisksRelatedto-Customers;-Supphers-and

7 —There has been a trend toward customer
consolrdatlon in the semiconductor 1ndustry through business combrnatrons including mergers, asset acquisitions and strategic
partnerships . As companies attempt to expand, strengthen or hold their market positions in an evolving industry,
companies could be acquired or may be unable to continue operations . [f this trend continues, it could make us more
dependent on fewer customers who may be able to exert increased bargaining power in negotiations with us pressure-on-our
priees-and-othereontraetterms-and could increase the portion of our total sales concentration for any single customer. Customer
consolidation activity could also reduce the demand for our products and services if such customers streamline research and
development or operations, reduce purchases or delay purchasing decrsrons These outcomes could negatrvely 11npact our
operating results and financial Cond1t10n Our fa q d 6 st

eeﬁtfi-bufe—te—eiﬁgfewt-h—etuestrategy is desrgned to increase our business among electronic systems companies, which are
developing their own ICs and other electronic subsystems , and —Our-strategy-is-alse-tntended-to increase our business among

semiconductor companies, which are increasing their contribution to the end products into which their ICs and other electronic



subsystems are incorporated. Part of this strategy involves addressing the needs across a variety of vertical sectors including
consumer, hyperscale computing, mobile, communications, automotive, aerospace and defense, industrial and life sciences,
where increased investment is expected by our customers. Each of these sectors require technologies, expertise, and marketing
and operations infrastructure that are application- specific. Our inability to develop or acquire application- specific capabilities
could impede our ability to expand our business and ultimately affect our future growth. The following trends may impact the
sectors we serve: ¢ changes in the design and manufacturing of ICs, including migration to advanced- process nodes and-3b-
transistors;stehasFmEETs-, present major challenges to the semiconductor industry, particularly in IC design and verification
, design automation, design of manufacturing equipment, and the manufacturing process itself. With migration to advanced-

process nodes, the industry must adapt to more complex physics and manufacturing challenges —Medels—e—f—eaeh—eemponeﬂt’—s

eapabi-l-i-t-ies— Novel deSign tools and methodologies must be invented and enhanced quickly to remain competitive in the design
of electronics in the smallest nanometer ranges; * with the availability of seemingly endless gate capacity, there is an increase in
design reuse, or the combining of off- the- shelf design IP with custom logic to create ICs or SoCs. The unavailability of a broad
range of high- quality design IP (including our own) that can be reliably incorporated into a customer’ s design with our

software products and serVices could lead to reduced demand for our products and services; tneﬁased—teew

i-mplemenf&t—ien—pfeduets—aﬂd—serviees—‘—adoption of cloud computing technologies with accompanying new engagement models

for an increasing number of software categories may impact our business; * with Moore' s Law slowing, the trend towards more
on- chip integration and advanced system level 3D package design may change the requirements for the design, multiphysics
analysis and verification of complex systems; and ¢ changing end- user dynamics in our target teehnology-customer vertical
sectors could advance the need from simple ICs to full- system design and analysis capabilities that require increasingly
complex computational software- based solutions. If we are unable to respond quickly and successfully to these trends, we may
lose our Competitive position, and our products or technologies may become obsolete. To compete successfully, we must
develop, acquire or license new products and improve our eXisting products and processes on a schedule that keeps pace With
technological developments & d : :
We must provide frequent and relevant updates to our software products in order to prOVide substantial beneﬁt to the customer
throughout the license periods because of the rapid changes in our customers’ industries. The market must also accept our new
and improved products. We must also offer high- quality technical support services to assist our customers in planning,
deploying and gaining operation proficiency for our products. We must enhance our hardware platforms periodically to
reduce the likelihood that a competitor surpasses the capabilities we offer. Our introduction of new products could reduce the
demand and revenue of our older products or affect their pricing. We must also be able to support a range of changing computer
software, hardware platforms and customer preferences. A-transttion-by-oureustomers-Additionally, we must be able to
1dent1fy and successfully enter emerging international markets for our products different-business-models-assoetated-with
ae-. We cannot guarantee that we will be successful in keeping pace

in response to our customers’ increasing technological requirements and to maintain and i 1mpr0ve our competltlve posntlon
Such investments may be in related areas, such as technical sales support, and may include increases in employee headcount.
These investments may involve signiﬁcant time, risks and uncertainties, including the risk that the expenses associated with
these investments may affect our margins and operating results and that we may not realize the intended benefits of these

beneﬁts antic1pated from these investments, if the achievement of these benefits is delayed or if customers reduce or slow the
need to upgrade or enhance their computational software products and design flows, our revenue and operating results may be
adversely affected - ating : :

operating conditions including due to macroeconomic conditions or catastrophic events, and delay or default on their payment
commitments to us, request to modify contract terms, or modify or cancel plans to license our products. Our customers’ inability
to fulfill payment commitments, in turn, could adversely affect our revenue, operating expenses and cash flow. Additionally,
from time to time our customers seek to renegotiate pre- existing contractual commitments . Customers may also choose to not
renew their licenses to our products in full or at all . Payment defaults by our customers or significant reductions in existing
contractual commitments could have a material adverse effect on our financial condition and operating results. The eempetitiont
antial;- a1 ; i y—Fhe-industries in which we do

va ; 3 v : are highly competitive
and require us to identify and develop or acquire innovative and cost- competitive products, integrate them into platforms and
market them in a timely manner. Failure We-maynotbe-able-to compete successfully inthese-tndustries;-whieh-could seriously
harm our business, operating results and financial condition. Factors that could affect our ability to compete successfully
include: « the development by others of competitive products or platforms and engineertng-services, possibly resulting in a shift
of customer preferences away from our products and services and significantly decreased revenue; ¢ aggressive pricing
competition by our competitors, including through significant discounts, may cause us to reduce the prices of our products, offer
terms that are unfavorable to us or lose our competitive position, any of which could result in lower revenue or profitability and



could adversely impact our ability to realize the revenue and profitability forecasts for our seftware-or-emulationrand
prototyping-hardware-systems—products and could, over time, significantly constrain the prices that we can charge for our
products;  the challenges of advanced- node design may lead some customers to work with more mature, less risky
manufacturing processes that may reduce their need to upgrade or enhance their EDA preduets-solutions and design flows; © the
challenges of developing (or acquiring externaly-devetoped-) technology solutions that meet are-adeguate-and-eompetitive-int
meeting-the rapidly evolving requirements of next- generation design challenges; ¢ intense competition to attract acquisition
targets, possibly making it more difficult for us to acquire companies or technologies at an acceptable price, or at all;  new
entrants, including larger electronic systems companies, in our industry; ¢ the combination of our competitors or collaboration
among competitors and / or other companies (including through strategic alliances) to deliver more comprehensive or
different offerings than they could individually;  our entry into new product categories or technology vertical sectors, including
those in which success depends on absolute or relative scale; « decisions by customers eleetrontes-mantfaetarers-to perform
engineering services or [P development internally, rather than purchase these services from outside vendors due to budget
constraints or excess engineering capacity; * actions by regulators to limit the contractual terms that either we or our customers
can apply to product and service offerings; and ¢ events or circumstances that damage the reputation of our company,
leadership, products, services or technologles For more 1nf0rmat10n about our spemﬁc competrtors see ¢ Competition ” under
Item 1 of Part I of this Annual Report - :
heeﬁse—ei%uy—pfeduets—aﬁd—pmehﬂse—ser%es— Our 1nsta11ed customer base has traditionally generated addrtlonal new hcense
services and maintenance revenues. In future periods, customers may not necessarily license or buy additional products or
contract for additional services or maintenance. Our customers, many of which are large semlconductor and systems companies,
often have srgmﬁcant bargarnrng power in negotratrons with us. ; ;

fluetaation—Our rehance on srngle ora hrnrted number of suppliers and contract manufacturers for certain hardware components
and contract manufacturers for production of our ematien-and-pretetyping-hardware products has resulted in, and could
continue to result in, some product delivery delays and reduced control over contractual terms and quality. In some cases, it may
not be practical or feasible to have multiple sources to procure certain key components. We have suffered from, and may
continue to suffer from, delays and other disruptions in the supply of certain hardware components and the delivery of products
by our contract manufacturers. Such delays and disruptions may be due to a variety of factors, including bankruptcy, shutdown
or upstream supply chain issues, and may prevent us from delivering completed hardware products to customers or from
supplyrng new evaluatlon units to customers, Wthh could have a negatrve impact on our revenue and operatrng results For

Tax laws, regulatrons and admrnrstratrve practlces in various jurisdictions are evolvrng and may be subject to srgmﬁcant
changes due to economic, political and other conditions. Governments, including the United States, are increasingly focused on
ways to increase tax revenues, particularly from multinational corporations, which have led to changes in tax laws, an increase
in audit activity and harsher positions taken by tax authorities. We are currently subject to tax audits , administrative appeals
and litigation in various jurisdictions and these jurisdictions have assessed, or may assess, additional tax liabilities against us.
Our operations are subject to income and transaction taxes in the United States and in multiple foreign jurisdictions, with a
significant amount of our foreign earnings generated by our subsidiaries organized in Ireland and Hungary. Any significant
change in our future effective tax rates could adversely impact our results of operations, cash flows and financial position. Our
future effective tax rates could be adversely affected by factors that include, but are not limited to, changes in tax laws or the
interpretation of such tax laws in jurisdictions in which we have business activity, earnings being lower than anticipated in
jurisdictions with low statutory tax rates, changes in tax benefits from stock- based compensation, changes in the valuation of
our deferred tax assets and liabilities, changes in our recognition or measurement of a tax position taken in a prior period,
increases to interest or penalty expenses, new accounting standards or interpretations of such standards, or results of
examinations by the Internal Revenue Service (“ IRS ”), state, and foreign tax or other governmental authorities. For example,
our fiscal 2022 and fiscal 2023 effective tax rates and cash tax payments increased significantly as compared to fiscal 2021,
which primarily resulted from a requirement that we capitalize and amortize R & D costs beginning from fiscal 2022, rather
than expense these costs as incurred for U. S. corporate income tax purposes. The IRS and other tax authorities regularly
examine our income tax returns and other non- income tax returns, such as payroll, sales, use, value- added, net worth or
franchise, property, goods and services, consumption, import, stamp and excise taxes, in both the United States and foreign
jurisdictions. The calculation of our provision for income taxes and our accruals for other taxes requires us to use significant
judgment and involves dealing with uncertainties in the application of complex tax laws and regulations. In determining the
adequacy of our provision for income taxes, we regularly assess the potential settlement outcomes resulting from income tax
examinations. However, the final outcome of tax examinations cannot be estimated with certainty and could be materially
different from the amount that is reflected in our historical income tax provisions and accruals for other taxes. Should the IRS or
other tax authorities assess additional taxes, penalties or interest as a result of a current or future examination, we may be
required to record charges to operations in future periods that could have a material impact on our results of operations, financial
position and cash flows in the applicable period or periods. In August 2022, the United States enacted the Inflation Reduction
Act 0f 2022, which included a new minimum tax on certain large corporations, an excise tax on stock buybacks and significant



funding for IRS enforcement efforts. In October 2021, the Organisation for Economic Co- operation and Development (*
OECD ”) announced an agreement among more than 130 countries to adopt new rules including Pillar Two Model Rules which
call for the taxation of large multinational corporations, such as Cadence, at a minimum rate of 15 %. Subsequently multiple sets
of administrative guidance have been issued. Many non- U. S. tax jurisdictions have either recently enacted legislation to adopt
certain components of the Pillar Two Model Rules beginning+12024-(including the European Union Member States) with the
adoption of additional components in later years or announced their plans to enact legislation in future years. Furthermore, many
countries have enacted or proposed new laws to tax digital transactions. These and future developments in tax laws and
regulations, and related compliance, could have a material adverse effect on our operating results, financial position and cash
flows. Forecasts of our annual effective tax rate do not include the anticipation of future tax law changes and are complex and
subject to uncertainty because our income tax position for each year combines the effects of estimating the amount and
composition of our annual income or loss in jurisdictions with varying income tax rates, as well as benefits from available
deferred tax assets, the impact of various accounting rules, our interpretations of changes in tax laws and results of tax audits. In
addition, we account for certain tax benefits from stock- based compensation in the period the stock compensation vests or is
settled, which may cause increased variability in our quarterly effective tax rates. If there were a material difference between
forecaqted and actual tax rates, it could have a material 1mpact on our reqults of operatron% -I:rt-rg&t-ten—gevefn-men-t

v OIS y s Sje3ie 0 attons—Hrom time to time, we or
our products or technologreq are involved in or %ub]ect to drqpute% and legal proceedrngs that arise in the ordinary course of
business. These include disputes and legal proceedings related to IP, indemnification, mergers and acquisitions, licensing,
contracts, customers, products, distribution and other commercial arrangements and employee relations matters. Governments
and regulatory agencies in the jurisdictions in which we operate also open or initiate inquiries, investigations or regulatory
proceedings from time to time. For information regarding legal proceedings in which we are currently engaged, please refer to
the discussion under Note 18 in the notes to consolidated financial statements. The final outcome of these legal proceedings or
any other proceedings that may arise in the future could have an adverse effect on our business, reputation, operating results,
financial condition and cash flows. Legal proceedings can be time consuming, expensive and divert management’ s time and
attentron from our business, Wthh could adversely affect our revenue and operating results. Effefs—e%defeefs—m—mﬁpfeduets—aﬂd

d 0 ; atre-ha —Our customers use our products and services in designing and

developrng products that involve a high degree of technological complexity, each of which has its own specifications. Because
of the complexity of the systems and products with which we work , including the interoperation of our products with third
party products in a customer' s environment , some of our products and designs can be adequately tested only when put to full
use in the marketplace. As a result, from time to time, our customers or their end users discover errors or defects in our software
or the systems we design, or the products or systems incorporating our design and IP may not operate as expected. Errors et
defects or issues arising from interoperability with third party products, whether or not our products are the source of
such problems, could result in reputational damage, failure to attract new or retain existing customers or market share and
acceptance, diversion of development resources to resolve the problem, loss of or delay in revenue or payments and increased
service costs and liability . Although we generally have limitation of liability provisions in our standard terms and
conditions of sale, in some circumstances, we may be required to indemnify a customer in full, without limitation, for
certain liabilities. Although we do not control what our products are used for and our standard terms and conditions
generally disclaim liability for our customers’ products, the sale and support of our products also entail the risk of
product liability claims. We maintain insurance to protect against certain claims associated with the use of our products,
but our insurance coverage may not apply or may not fully cover claims asserted against us. In addition, even claims that
ultimately are unsuccessful could result in our expenditure of funds in litigation, divert management’ s time and other
resources or cause reputatlonal damage Our reported frnancral reqults may be adversely affected by changes in United-States

eemply—w%ﬂi—s&gm-ﬁeaﬁt—ehanges—Unrted State% generally accepted accountlng prrncrplea (<" U. S. GAAP 2 8 and we may
incur significant costs to adjust our accounting systems and processes to comply with significant changes. U. S. GAAP

are subject to interpretation by the Financial Accounting Standards Board (“ FASB ”), the SEC and various bodies formed to
promulgate and interpret appropriate accounting principles. We are also subject to evolving rules and regulations of the
countries in which we do business. Changes to accounting standards or interpretations thereof may result in different accounting
principles under U. S. GAAP that could have a significant effect on our reported financial results. In addition, we have in the
past and may in the future need to significantly change our customer contracts, accounting systems and processes when we
adopt future or proposed changes in accounting principles. The cost and effect of the%e changes may negatrvely nnpact our
reqults of operations durrng the perrodq of transition. H-w : ; : prey

1ndu§try lose employees to competitors, they frequently clann that the%e competrtorq have engaged in unfair hiring practrce% or
that the employment of these persons would involve the disclosure or use of trade secrets. These claims could prevent us from
hiring employees or cause us to incur liability for damages. We could also incur substantial costs in defending ourselves or our
employees against these claims, regardless of their merits. Defending our%elve% from these claims could also divert the attentlon
of our management away from our operatroni We are %ubject (0 evolvin ate-go ; al-an ;

subjeetto-changing rules and regulatronq promulgated by a number of governmental and qelf regulatory organrzauons
including the SEC, Nasdaq and the FASB, as well as evolving investor, customer, employee and other stakeholder expectations
around corporate governance executrve cornpenqatron and environmental and qocral practrce@ and related disclosures —sueh—as




management- These rules, regulations and expectations continue to evolve in scope and complexity, and many new
requirements have been created in response to laws enacted by U. S. and foreign governments, making compliance more
difficult and uncertain . For example, in January 2025, President Trump signed an executive order directing federal
agencies to take steps to target diversity, equity and inclusion practices in the private sector, including directing each
agency to identify up to nine opportune civil compliance investigations of publicly traded corporations, and requiring
agencies to include terms within federal contracts for contractors to certify that they do not operate such programs that
violate any applicable federal anti- discrimination laws, among others. We may be subject to increased litigation and
regulatory scrutiny regarding these practices . The increase in costs to comply with such evolving expectations, rules and
regulations, as well as any risk of noncompliance, could adversely impact us. We expect that rapidly changing laws, regulations,
policies, interpretations and expectations related to corporate governance, environmental and social matters, as well as increased
enforcement actions by various governmental and regulatory agencies, will continue to increase the cost of our compliance and
internal risk management programs, which could adversely affect our business, results of operations and financial condition.
Moreover, some stakeholders may disagree with our eerperate-environmental, social and governance yenvironmental-and
seetal-targets and practices and the focus of stakeholders may change and evolve over time. Stakeholders may have different
views on where corporate governance, environmental and social focus should be placed. Any disagreement with our targets or
strategies could adversely affect our business, reputation, results of operations and financial condition. We have established
eefpef&te—enVlronmental social and governance and-environmental-and-seetal-targets and strategies, including relating to
greenhouse gas emissions reduction. If our ESG practices, reporting or disclosure controls do not meet evolving investor,
customer, employee or other stakeholder expectations and regulatory standards, or if we are unable to make progress on or
achieve our goals and objectives trthis-area-, including our net zero target, then our reputation yeurabiity-to-attract-orretatn
employees;-and our attractiveness as an employer, investment or business partner could be negatively impacted, which could
adversely affect our operating results. Our disclosures and public positions or commitments on these matters may change from
time to time, as may corresponding internal controls and external reporting standards, which can expose us to reputational,
financial, legal, and other risks, including as a result of a failure or perceived failure to achieve publielydisetesed-aspirations,
targets, or goals, such as our greenhouse gas emissions reduction target, or a failure to report accurately. Statements about our
ESG initiatives and goals, and progress against those goals, may be based on standards for measuring progress that are still
developing, internal controls and processes that continue to evolve, and assumptions that are subject to change. In addition, we
could face scrutiny from certain stakeholders for the qcope or nature of such 1n1t1at1ve§ , targets or goals or for any revmom to
the%e initiatives, targetq or goals. ; ; : ; : ; ;

eeﬁt—tntte—te—be—subjeet—te—ﬂ-ueﬁlﬂ-ﬁeﬁs—Our %tock price is qubject to Changes in recommendatronq or earnings estrmateq by

financial analysts, changes in investors’ or analysts’ valuation measures for our stock, our credit ratings and other factors
beyond our control including steh-a v ; her-macroeconomic factors ae
assoetated-eeonomie-downtarn. Furthermore, %peculatlon n the press or investment communrty about our qtrateglc position,
financial condition, results of operations, business or security of our products, can cause changes in our stock price. In addition
to these factors and industry and general economic and political conditions, our stock price may be adversely impacted by
announcements related to financial results or forecasts that fail to meet or are inconsistent with earlier projections or the
expectations of our securities analysts or investors, announcements of new products or acquisitions of new technologies by us,
or by other companies, including our competitors or our customers, or announcements of acquisitions, major transactions,
litigation developments or management changes. A significant drop in our stock price could expose us to the risk of securities
class action lawsuits, stockholder derivative lawsuits or other actions by stockholders, which may result in substantial costs and
divert management’ s attention and resources, which may adversely affect our business. reserves—We repurchase shares of our
common stock from time to time in accordance with authorizations from our Board of Directors.The primary objective of our
share repurchase activities is to prevent share dilution associated with our stock compensation plans.The actual timing and
amount of our share repurchases are subject to business and market conditions,corporate and regulatory requirements,stock
price,acquisition opportunities and other factors and may fluctuate based on such factors.Our repurchase authorization does not
obligate us to acquire a minimum amount of shares,does not have an expiration date and may be modified,suspended or
terminated without prior notice. We cannot guarantee that the authorization will be fully expended or that our share repurchases
will enhance long- term stockholder value.Further,our share repurchase activities could affect our stock price,increase stock
price volatility,reduce our cash reserves and may be %uspended or termrnated at any time Wthh may result in a decrease in our
stock prlce. Anti- takeover defenses in our eertifte ; ; : avwarete

certificate of incorporation and bylaws and certain provmons of the Delaware General Corporatlon Law (the « DGCL ”) that
apply to us could make it difficult for anyone to acquire control of our company. Our certificate of incorporation allows our
Board of Directors to designate and issue, at any time and without stockholder approval, up to 400, 000 shares of preferred stock
in one or more series —AH-466-, all GGG—S-hafes—of whlch pfefeffed—steeleare Currently de%rgnated as Series A Preferred but
beeanse-no-the number of such shares 4 ‘
ofshares-of preferred stock may be reduced desrg-nated—as—Seﬂes—A—Pfefeﬁed-to Zero. Sub] ect to the DGCL our Board of
Directors may, as to any shares of preferred stock the terms of which have not then been designated, establish fix—therights;

pfefemees—pfm-}ege&and-festﬂeﬁeﬁﬁheﬁ—these——— the terms w1thout stockholder approval shafes—ﬁeet-he—ntt&ﬂaefef—shafes

sh&fes—p%us—ﬂae—mamber—eﬁshafes—reseﬁed—feﬂsﬁaﬂe& Our Board of Dlrectors has the power to issue %hares of Serleq A



Preferred with dividend, voting and liquidation rights superior to our common stock at a rate of 1, 000- to- 1 without further vote
or action by the common stockholders . In addition, our certificate of incorporation and bylaws contain provisions that
may make the acquisition of our company more difficult, including the following: * our Board of Directors’ exclusive
right to elect a director to fill a vacancy created by an expansion, resignation, death or removal; ¢ a prohibition on
stockholder action by written consent in certain circumstances, forcing certain stockholder actions to be taken at an
annual or special meeting of stockholders; ¢ the requirement that a special meeting may be called only by our Board of
Directors, the Board Chair, Chief Executive Officer or Secretary upon the written request of certain stockholders that
satisfy the requirements specified in our bylaws; ¢ certain amendments to our certificate of incorporation requiring the
affirmative vote of the holders of not less than a majority of outstanding voting stock (with different requirements for a
related person); and * advance notice procedures required to nominate candidates or to propose matters for a
stockholders’ meeting . In addition, Section 203 of the DGCL generally prohibits a Delaware corporation from engaging in any
business combination with a person owning 15 % or more of its voting stock, or who is affiliated with the corporation and
owned 15 % or more of its voting stock at any time within three years prior to the proposed business combination, for a period
of three years from the date the person became a 15 % owner, unless specified conditions are met. All or any one of these
factors could limit the price that certain investors would be willing to pay for shares of our common stock and could allow our
Board of Directors to resist, delay or prevent an acquisition of our company, even if a proposed transaction were favored by a
majority of our independent stockholders. Our debt-obligations-expose-bylaws provide that, unless a majority of our Board
of Directors consents to an alternative forum, the Court of Chancery of the State of Delaware, subject to certain
jurisdictional requirements, is the exclusive forum for any derivative action or proceeding brought on our behalf, any
action based upon a breach of fiduciary duty owed by any current or former director, officer, employee or stockholder to
us or to risks-our stockholders, any action asserting a claim against us or our current or former directors, officers,
employees or stockholders, arising pursuant to the DGCL, our certificate of incorporation, bylaws, or any action
asserting a claim against us or our current or former directors, officers or other employees that eould-adversely-affeetour
busittess-is governed by the internal affairs doctrine. In addition , eperatingresults-or-our finanetal-eondition;and-eould
prevent-bylaws provide that the federal district courts of the United States will be the exclusive forum for any complaint
asserting a cause of action under the Securities Act. These exclusive forum provisions may limit a stockholder’ s ability
to obtain a favorable judicial forum for disputes with us fremfulfitling-our— or obligations-tundersuehindebtedness-our
directors, officers, employees or stockholders . We have significant outstanding indebtedness, as well as the ability to access
additional borrowings under our revolving credit facility. Subject to the limits contained in the credit agreement governing our
revolving credit facility ;-and the indenture t-hat—gevems—govermng the $ 500 million aggregate principal amount of 4. 375
200 % Senior Notes duc Oetober+5;-2624-2027 (the *“ 2624-2027 Notes ”), the-loanagreement-governing-our$ 1. 0 billion
aggregate principal amount of 4. 300 % senior-Senior Notes non—amortizing-ternt-oan-faetlity-duc September7,2625-2029
(the *“ 20625-2029 Notes Fermtoan-") and eur-$ 1. 0 billion aggregate principal amount of 4. 700 % Senior Notes due 2034
(the “ 2034 Notes ” and other-together debt-instruments-with the 2027 Notes and the 2029 Notes, the “ New Notes ) , we
may be able to incur substantial additional debt from time to time to finance working capital, capital expenditures, investments
or acquisitions, share repurchdses or for other purposes. If we do S0, the rlsks related to our level of debt could mtenslfy —As-of

our level of debt could have important consequences, including the followm;a » making it more difficult for us to s&ﬁs—fy—eﬂf
ebligations-te-service our debt as-desertbed-abeve-; * limiting our ability to obtain additional financing to fund future working
capital, capital expenditures, acquisitions or other general corporate requirements; * requiring a substantial portion of our cash

flows (mcludmo U. S. cash) to be dedlcated to debt SGIVICG pdyments mstedd of other purposes Ftherebyredueing-the-amount-of

requiring repatriation-of eash-from-outside the U-—S—; + 1n016a81ng our vulnerablllty to adverse economic and industry conditions;

* exposing us to the risk of increased interest rates as certain of our borrowings are at variable rates of interest; ¢ limiting our
flexibility in planning for and reacting to changes in the industry in which we compete; ¢ placing us at a disadvantage compared
to other, less leveraged competitors and competitors that have greater access to capital resources; * limiting our interest
deductions for U. S. income tax purposes; and ¢ increasing our cost of borrowing. In addition, if we incur any additional
indebtedness that ranks equally with the 2624-New Notes, then subject to any collateral arrangements we may enter into, the
holders of that debt will be entitled to share ratably in any proceeds distributed in connection with any insolvency, liquidation,
reorganization, dissolution or other winding up of our company. The amount and frequency of our share...... be required to
repurchase such notes. Under the terms of ewr20824-the New Notes, we may be required to repurchase for cash such notes prior
to their respective maturity dates in connection with the occurrence of certain significant corporate events. Specifically, we are
required to offer to repurchase such notes upon a “ change of control triggering event ” (as defined in the indenture related to
such notes), such as a change of control accompanied by certain downgrades in the credit ratings of such notes. The repayment
obligations under such notes may have the effect of discouraging, delaying or preventing a takeover of our company. If we were
required to pay the 2024-New Notes prior to their seheduled-respective maturity dates , it could have a significant negative
impact on our cash and llqu1d1ty and could 1mpdct our ablhty to 1nvest financial resources in other strateglc initiatives. The feffﬂs

aeﬁeﬁs—’[lhe—agreements governing our rev olvmg credlt facﬂlty %%%fm—lse&ﬂ—and %9%4—0ur New Notes contain a numbel of
restrictive covenants that impose significant operating and financial restrictions on us and may limit our ability to engage in acts
that may be in our long- term best interest, including restrictions on our ability to incur liens or additional indebtedness and
guarantee indebtedness, enter into transactions with affiliates, alter the businesses we conduct, consolidate, merge or sell all or



substantially all of our assets and to enter into sale and leaseback transactions. In addition, the restriettve-eovenantstrthe
agreements— agreement governing our revolving credit facility and-2025-FermEoanrequire-requires us to maintain a specified
financial rattes— ratio . Our ability to meet these-that financial rattes— ratio can be affected by events beyond our control, and
we may be unable to meet themrit . A breach of the covenants or restrictions under the agreements governing our revolving
credit facility ;2025-FermEoan-and 2624-the New Notes could result in an event of default under the applicable indebtedness.
Such a default may allow the creditors to accelerate the related debt and may result in the acceleration of any other debt to
which a cross- acceleration or cross- default provision applies. In addition, an event of default under the credit agreement
governing our revolving credit facility would permit the lenders under our revolving credit facility to terminate all commitments
to extend further credit. In the event our lenders or note holders accelerate the repayment of our borrowings, we may not have
sufficient assets to repay that indebtedness. As a result of these restrictions, we may be limited in how we conduct our business,
unable to raise additional debt or equity financing to operate during general economic or business downturns or unable to
compete effectively, take advantage of new business opportunities or otherwise grow in accordance with our strategy. In
addition, our financial results, our substantial indebtedness and our credit ratings could adversely affect the availability and
terms of our financmg —We-mayr i Rers pt-eash i b

payments on or refinance our debt obligations depends on our finanCial condition and operating performance which are subject
to prevailing economic and competitive conditions and certain financial, business, legislative, regulatory and other factors
beyond our control. We may be unable to maintain a level of cash flows from operating actiVities sufficient to permit us to pay
the prineipal premium if any, and interest on our indebtedness - ; y-tog : y

a-ffeet—etﬁnaﬁeﬁﬂ-pestﬁe&&nd—feﬁr&s—efq&ef&&eﬁs— lf our cash flows and Capital resources are insuffieient to satisfy our debt

obligations, we could face substantial liquidity problems and be forced to reduce or delay investments and capital expenditures
or dispose of material assets or operations, seek additional debt or equity capital or restructure or refinance our indebtedness. We
may not be able to effect any such alternative measures on commercially reasonable terms or at all and, even if successful, those
alternative actions may not allow us to meet our debt obligations. Our debt agreements restrict our ability to dispose of assets
and use the proceeds from dispositions and may also restrict our ability to raise capital to repay other indebtedness when due.
We may not be able to consummate dispositions or obtain proceeds in an amount sufficient to meet any debt obligations thes
when due. In addition, we conduct a substantial portion of our operations through our subsidiaries ;none-ofwhich-are-eurrently
guarantors-efeurindebtedness-. Accordingly, repayment of our indebtedness is dependent on the generation of cash flow by our
subsidiaries and their ability to make such cash available to us ;by-dividend;-debtrepaymentorotherwise-. Our subsidiaries do

not have any obligation to pay amounts due on our indebtedness or to make funds available for that purpose. Our subsidiaries
may not be able to, or may not be permitted to, make distributions to enable-us to-make-paymentsinrespeetofourindebtedness-.
Each subsidiary is a distinct legal entity, and, under certain circumstances, legal and contractual restrictions may limit our ability
to obtain cash from our subsidiaries. If fi-the-event-that-we do not receive distributions from our subsidiaries, we may be unable
to make required payments on our debt. If we cannot make scheduled payments on our debt, we will be in default and holders of
our debt could declare all outstanding principal and interest to be due and payable, the lenders could terminate their
commitments to loan money, and we could be forced into bankruptcy or liquidation. In addition, a material default on our
indebtedness could suspend our eligibility to register securities using short form, automatically effective registration statements,
potentially hindering our ability to raise Capital through the issuance of our securities and increasmg our Costs. Otuevaﬂab-le—fate

Borrowmgs under our revolvmg Credit faCility and—292§—’l:eﬂﬂ—]:ean—are at Variable rates of interest and expose us to interest rate
risk. When interest rates increase, our debt service obligations increase even though the amount borrowed remains the same, and
our net income and cash flows, including cash available for servicing our indebtedness, could correspondingly decrease. We
may enter into interest rate swaps that involve the exchange of floating for fixed rate interest payments in order to reduce
interest rate volatility. However, we may not maintain interest rate swaps with respect to all of our variable rate indebtedness,

and any swaps we enter into may not fully mitigate our interest rate risk Gur—fevehmg—efedtt—faethty—uﬁhies—at—etueepﬁen—

margin w-rt-h-rn—t-he—speei-ﬁed—faﬁges—is based on deteﬂfnned—by—refefeﬁee—te—the credit rating of our unsecured debt. Accordingly,
a credit rating downgrade would increase the applieable interest rates— rate . Assuming alHeans-were-our revolving credit

facility was fully drawn and we were to fully exercise our right to increase borrowing capacity under our revolving credit facility

eaeh quarter pomt Change in the interest rates— rate Would result ina$

may in the future seek additional financmg for a variety of reasons, and our future borrowing costs, terms and access to capital
could be affected by factors including the condition of the debt and equity markets, the condition of the economy generally,
prevailing interest rates, our level of indebtedness, our credit rating and our business and financial condition. In addition, the
2624-New Notes currently have an investment grade credit rating, which could be lowered or withdrawn entirely by a credit
rating agency based on adverse changes to circumstances relating to the basis of the credit rating. Consequently, real or
anticipated changes in our credit ratings will generally affect the market value of the 2624-New Notes. Any future lowering of



the credit ratings of the 2624-New Notes likely would make it more difficult or more expensive for us to obtain additional debt
financing. 28



