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A description of the risk factors associated with our business is set forth below. Some of these risks are highlighted in the
following discussion, and in Management’ s Discussion and Analysis of Financial Condition and Results of Operations, Legal
Proceedings, and Quantitative and Qualitative Disclosures About Market Risk. The occurrence of any of these risks or additional
risks and uncertainties not presently known to us or that we currently believe to be immaterial could materially and adversely
affect our business, operating results, financial condition, eperatingrestlts-and stock price. These risks and uncertainties could
cause our actual results to differ materially from the results contemplated by the forward- looking statements contained in this
report. Investors should carefully consider all relevant risks and uncertainties before investing in our common stock. Industry
Risks Uncertainty in the global-eeeromy-macroeconomic environment , and its potential impact on the semiconductor and
electronics industries, may negatively affect our business, operating results and financial condition. Uncertainty eaused-by-in the
macroeconomic environment, including the effects of, among the-other reeent-ehalenging-things, increased global
inflationary pressures and interest rates, potential economic slowdowns or recessions, supply chain disruptions,
geopolitical pressures, fluctuations in foreign exchange rates and associated global economic conditions have resulted 5
ineluding-due-to-the-effeets-of the-reeentrise-in volatility in credit mﬂaﬁeﬁ—aﬁd—&ﬁefest—rates-aﬁd—fhe—eeﬂﬁﬂwﬁg—ee%%
pandemte-, equity and foreign currency markets. This uncertain macroeconomic environment could lead some of our
customers to postpone their decision- making, decrease their spending and / or delay their payments to us. Such caution by
customers could, among other things, limit our ability to maintain or increase our sales or recognize revenue from committed
contracts. For example, we continue to experience an impact from the current macroeconomic environment in our
Software Integrity segment as customers have applied elevated levels of scrutiny to purchasing decisions due in part to
their own budget uncertainty, which has, in some cases, affected customer order size, pricing and / or contract duration.
On November 29, 2023, we announced that we have decided to explore strategic alternatives for our Software Integrity
segment. As a part of this process, our management is considering a full range of strategic opportunities. At this time we
cannot predict the impact that such strategic alternatives might have on our business, operations or financial condition.
This announcement and uncertainty could have a number of negative effects on our current business, including
potentially disrupting our regular operations, diverting the attention of our workforce and management team and
increasing undesired workforce turnover. It could also disrupt existing business relationships, make it harder to develop
new business relationships, or otherwise negatively impact the way that we operate our business, which could negatively
impact our business, operating results or financial condition. If these macroeconomic uncertainties persist and Economie
economic conditions eewld-continue to deteriorate -, the-then future;and;inpartientar;the semiconductor and electronics
industries could fail to grow . Additionally , relading-as-uncertain macroeconomic conditions could also have the effect of
1ncreasmg other risks and uncertalntles facmg our busmess, whlch could have a materlal adverse fes*cﬂ-t—ef—t-he—effeets—

our et-hefgeveﬂameﬂt—&ade-fesmet-teﬁs—operatlng results and ﬁnanclal condltlon Fuﬁ-hefnaefe—Such rlsks that may be
heightened by uncertain macroeconomic conditions could include China’ s stated policy of becoming a global leader in the
semiconductor industry may lead to increased competition and-or further disruption of international trade relationships,
including, but not limited to, additional government trade restrictions. For more on risks related to government export and import
restrictions such as the U. S. government’ s Entity List and Export Regulations (as defined below), see “ Industry Risks — We
are subject to governmental export and import requirements that could subject us to liability and restrict our ability to sell our
products and services, which could impair our ability to compete in international markets. > Adverse economic conditions affect
demand for devices that our products help create, such as the ICs incorporated in personal computers, smartphones, automobiles
and servers. Longer- term reduced demand for these or other products could result in reduced demand for design solutions and
significant decreases in our average selling prices and product sales over time. Future economic downturns could also adversely
affect our business , operating results and financial condition . [n addition, if our customers or distributors build elevated
inventory levels, we could experience a decrease in short- term and / or long- term demand for our products. If any of these
events or disruptions were to occur, the demand for our products and services could be adversely affected along with our
business, operating results and financial condition. Further, the negative impact of these events or disruptions may be deferred
due to our business model. Further economic instability could also adversely affect the banking and financial services industry
and result in bank failures or credit downgrades of the banks we rely on for foreign currency forward contracts, credit and
banking transactions, and deposit services, or cause them to default on their obligations. Additionally, the banking and financial
services industries are subject to complex laws and are heavily regulated. There is uncertainty regarding how proposed,
contemplated or future changes to the laws, policies and regulations governing our industry, the banking and financial services
industry and the economy could affect our business, including rising-increased global interest rates and global inflationary
pressure . A deterioration of conditions in worldwide credit markets could limit our ability to obtain external financing to fund
our operations and capital expenditures. In addition, difficult economic conditions may also result in a higher rate of losses on
our accounts receivable due to credit defaults. Any of the foregoing could cause adverse effects on our business, operating
results and financial condition, and could cause our stock price to decline. The growth of our business depends primarily on the
semiconductor and electronics industries. The growth of the EDA industry as a whole, sales in our Semteonduetor-&-System



Design Automation and Design IP segmentsegments produetsales-, and, to some extent, our Software Integrity segment
produet-sales jare dependent on the semiconductor and electronics industries. A substantial portion of our business and revenue
depends upon the commencement of new design projects by semiconductor manufacturers, systems companies and their
customers. The increasing complexity of designs of SoCs, ICs, electronic systems and customers’ concerns about managing
costs have previously led to, and in the future could lead to, a decrease in design starts and design activity in general. For
example, in response to this increasing complexity, some customers may choose to focus on one discrete phase of the design
process or opt for less advanced, but less risky, manufacturing processes that may not require the most advanced EDA products.
Demand for our products and services could decrease and our business, financial condition and operating results efeperations
could be adversely affected if growth in the semiconductor and electronics industries slows or stalls, including due to increased
risinginflattomrand-global inflationary pressures and interest rates, a continued or worsening global supply chain disruption,
geopolitical pressures or economic slowdowns or recessions t-he—tmpaet—ef—t-he—@@&#l—B-—l—Q—p&ndemte— Additionally, as the
EDA industry has matured, consolidation has resulted in stronger competition from companies better able to compete as sole
source vendors. This increased competition may cause our revenue growth rate to decline and exert downward pressure on our
operating margins, which may-would have an adverse effect on our business and financial condition. Furthermore, the
semiconductor and electronics industries have become increasingly complex and interconnected ecosystems. Many of our
customers outsource the manufacturing of their semiconductor designs to foundries. Our customers also frequently incorporate
third- party IP, whether provided by us or other vendors, into their designs to improve the efficiency of their design process. We
work closely with major foundries to ensure that our EDA, IP and manufacturing solutions are compatible with their
manufacturing processes. Similarly, we work closely with other major providers of semiconductor IP, particularly
microprocessor IP, to optimize our EDA tools for use with their IP designs and to assure that their IP and our own IP products
work effectively together, as we may each provide for the design of separate components on the same chip. If we fail to
optimize our EDA and IP solutions for use with major foundries’ manufacturing processes or major IP providers’ products, or if
our access to such foundry processes or third- party IP products is hampered, then our solutions may become less desirable to
our customers, resulting in an adverse effect on our business and financial condition. We operate in highly competitive
industries, and if we do not continue to meet our customers’ demand for innovative technology at lower costs, our products may
not be competitive or may become obsolete. In our Semteonduetor-&Systenr-Design Automation segment, we compete against
EDA vendors that offer a variety of products and services, such as Cadence Design Systems, Inc. and Siemens EDA. We also
compete with other EDA vendors, including new entrants to the marketplace, that offer products focused on one or more
discrete phases of the IC design process. Moreover, our customers internally develop design tools and capabilities that compete
with our products rineladinginternal-. In our destgns— Design that-eompete-with-our-|P segment produets—in-the-area-of HP
produets-, we compete against a growing number of silicon IP providers as well as our customers’ internally developed IP. In
our Software Integrity segment, we compete with samereus-other solution providers, many of which focus on specific aspects of
software security or quality analysis. We also compete with frequent new entrants, which include start- up companies and more
established software companies. The industries in which we operate are highly competitive, with new competitors entering these
markets both domestically and internationally. For example, China has implemented national policies favoring Chinese
companies and has formed government- backed investment funds te-try-as it seeks to build independent EDA capabilities and
compete internationally in the semiconductor industry. The demand for our products and services is dynamic and depends on a
number of factors, including , among other things, demand for our customers’ products, design starts and our customers’
budgetary constraints. Technology in these industries evolves rapidly and is characterized by frequent product introductions and
improvements as well as changes in industry standards and customer requirements. For example, the adoption of cloud
computing and artificial intelligence (AI) technologies can bring new demands— demand and also challenges in terms of
disruption to both business models and our existing technology offerings . Our efforts in developing such new technology
solutions, including, for example, our current efforts in creating cloud computing and Al solutions, may not succeed .
Semiconductor device functionality requirements continually increase while feature widths decrease, which substantially
inereasing-increases the complexity, cost and risk of chip design and manufacturing. At the same time, our customers and
potential customers continue to demand a an-everalt-lower total cost of design, which can lead to the consolidation of their
purchases with-from one vendor. In order to succeed in this environment, we must successfully meet our customers’ technology
requirements and increase the value of our products, while also striving to reduce their overall costs and our own operating
costs. We compete principally on the basis of technology, product quality and features (including ease- of- use), license or usage
terms, post- contract customer support, interoperability among products , and price and payment terms. Specifically, we believe
the following competitive factors affect our success: * Our ability to anticipate and lead critical development cycles and
technological shifts, innovate rapidly and efficiently, improve our existing software and hardware products , and successfully
develop or acquire such new products; ¢ Our ability to offer products that provide both a high level of integration into a
comprehensive platform and a high level of individual product performance; « Our ability to enhance the value of our offerings
through more favorable terms such as expanded license usage, future purchase rights, price discounts and other differentiating
rights, such as multiple tool copies, post- contract customer support, “ re- mix ” rights that allow customers to exchange the
software they initially licensed for other Synopsys products , and the ability to purchase pools of technology; ¢ Our ability to
manage an efficient supply chain to ensure hardware product availability efhardwareproduets—; < Our ability to compete on
the basis of payment terms; and « Our ability to provide engineering and design consulting for our products. If we fail to
successfully manage any of these competitive factors, fail to successfully balance the conflicting demands for innovative
technology and lower overall costs, or fail to address new competitive forces, our business , operating results and financial
condition will be adversely affected. We are subject to export controls, laws and regulations that restrict selling, shipping or
transmitting certain of our products and services and transferring certain of our technology outside the United States. These



requirements also restrict domestic release of software and technology to certain foreign nationals. In addition, we are subject to
customs and other import requirements that regulate imports that may be important for our business. If we fail to comply with
the U. S. Export Administration Regulations or other U. S. or non- U. S. export requirements (collectively, the Export
Regulations), we could be subject to substantial civil and criminal penalties, including fines for the company and the possible
loss of the ability to engage in exporting and other international transactions. Due to the nature of our business and technology,
the Export Regulations may also subject us to governmental inquiries regarding transactions between us and certain foreign
entities. For example, we have received administrative subpoenas from the U. S. Bureau of Industry and Security (the BIS)
requesting production of information and documentation relating to transactions with certain Chinese entities. We believe that
we are in full compliance with all applicable regulations and are working with the BIS to respond to its subpoenas. However, we
cannot predict the outcome of the inquiries or their potential effect on our operations or financial condition. We believe that
eurrent-the Export Regulations do not materially impact our business at this time, but we cannot predict the impact that
additional regulatory changes may have on our business in the future. The United States has published significant changes to the
Export Regulations with respect to Russia and China, and we anticipate additional changes to the Export Regulations in the
future. For example, the United States government has implemented controls on advanced computing ICs, computer
commodities that contain such ICs, and certain semiconductor manufacturing items, as well as controls on transactions involving
items for supercomputer and semiconductor manufacturing end- users. The few-controls expand the scope of foreign- produced
items subject to license requirements for certain entities on the U. S. government' s Entity List. Future changes #+-to the Export
Regulations, including changes in the enforcement and scope of such regulations, may create delays in the introduction of our
products or services in international markets or could prevent our customers with international operations from deploying our
products or services globally. In some cases, such changes could prevent the export or import of our products. Consolidation
among our customers and within the industries in which we operate, as well as our dependence on a relatively small number of
large customers, may negatively impact our operating results. A number of business combinations and strategic partnerships
among our customers in the semiconductor and electronics industries have occurred over the last several years, and more could
occur in the future. Consolidation among our customers could lead to fewer customers or the loss of customers, increased
customer bargaining power or reduced customer spending on software and services. Further, we depend on a relatively small
number of large customers, and on such customers continuing to renew licenses and purchase additional products from us, for a
large portion of our revenues. Consolidation among our customers could also reduce demand for our products and services if
customers streamline research and development or operations, or reduce or delay purchasing decisions. Reduced customer
spending or the loss of customers, particularly our large customers, could adversely affect our business , operating results and
financial condition. In addition, we and our competitors may acquire businesses and technologies to complement and expand our
respective product offerings. Consolidated competitors could have considerable financial resources and channel influence as
well as broad geographic reach Wthh Weu-}d—may enahle them to be more competltlve 1n g among other thlngs, product
drfferentratron breadth of prieie : At or-aeq
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our business and, operating results and financial condition . Business Operations Risks The global nature of our operations
exposes us to increased risks and compliance obligations thatmay-adversely-affeetour-business-. We derive roughly half of our
revenue from sales outside the United States, and we expect our orders and revenue to continue to depend on sales to customers
outside the U. S. We have also continually expanded our non- U. S. operations. This strategy requires us to recruit and retain
qualified technical and managerial employees, manage multiple remote locations performing complex software development
projects , and ensure intellectual property protection outside of the U. S. Our international operations and sales subject us to a
number of increased risks, including: < Ineffeetive-Economic slowdowns, recessions or weakerlegal-proteetion-uncertainty in
financial markets, including, among other things, the impact of inteHeetaal-propertyrights-increased global inflationary
pressures and interest rates ; * Uncertain economic, legal and political conditions in China, Europe and other regions where
we do business, including, for example, changes in China- Taiwan relations, the-regional or global military eenfliet-conflicts ,
beﬁveen—Russm—and U—l&a-tne—and—t-he—related sanctrons and ot-her—ﬁnanclal penaltles nnposed on partlclpants -Russw—by—t-he
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conﬂlcts i . i . of Fisirod . .
including tariffs, export controls or other trade barriers, and changes to ex1st1ng trade arrangements beﬁveen—vaﬂoﬂs—eotmtﬂes
sueh-as-China-, including the unknown impact of current and future U. S. and Chinese trade regulations; ¢ Ineffective or
weaker legal protection of intellectual property rights ; « Difficulties in adapting to cultural differences in the conduct of
business, which may include business practices in which we are prohibited from engaging by the Foreign Corrupt Practices Act
or other anti- corruption laws; ¢ Financial risks such as longer payment cycles, changes in currency exchange rates and difficulty
in collecting accounts receivable; * Inadequate local infrastructure that could result in business disruptions; ¢ Additional taxes,
interest and potential penalties and uncertainty around changes in tax laws of various countries; and * Other factors beyond our
control such as natural disasters, terrorism, civil unrest, war and infectious diseases and pandemics, neluding-such as the
COVID- 19 pandemic and-ts-variants-. Furthermore, if any of the foreign economies in which we do business deteriorate or if
we fail to effectively manage our global operations, our business and operating results efeperations-will be harmed. There is
inherent risk, based on the complex relationships between certain Asian countries such as China, where we derive a growing
percentage of our revenue, and the United States, that political, diplomatic or military events could result in trade disruptions,
including tariffs, trade embargoes, export restrictions and other trade barriers. A significant trade disruption, export restriction,
or the establishment or increase of any trade barrier in any area where we do business could reduce customer demand and cause
customers to search for substitute products and services, 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 confidence and spending, make
our products less competitive, or otherwise have a materially adverse impact on our backleg, future revenue and profits, our
customers’ and suppliers’ businesses—- business , operating and-eurresults efeperations-and financial condition . For
example and as described above , the ongoing geopolitical and economic uncertainty between the U. S. and China, the
unknown impact of current and future U. S. and Chinese trade regulations as-desertbed-abeve-, and other geopolitical risks with
respect to China and Taiwan may cause disruptions in the markets and industries we serve and our supply chain, deerease
decreased demand from customers for products using our solutions or eause-other disruptions , which could, directly or
indirectly, materially harm our business, operating results and financial condition and-results-efoperations-. For more on risks
related to government export and import restrictions such as the U. S. government’ s Entity List and the Export Regulations see
“Industry Risks — We are subject to governmental export and import requirements that could subject us to liability and restrict
our ability to sell our products and services, which could impair our ability to compete in international markets. ” In response to
the U. S. adopting tariffs and trade barriers or taking other actions, other countries may also adopt tariffs and trade barriers that
could limit our ability to offer our products and services. Current and potential customers who are concerned or affected by such
tariffs or restrictions may respond by developing their own products or replacing our solutions, which would have an adverse
effect on our business. In addition, government or customer efforts, attitudes, laws or policies regarding technology
independence may lead to non- U. S. customers favoring their domestic technology solutions that could compete with or replace
our products, which would also have an adverse effect on our business. In addition to tariffs and other trade barriers, our global
operations are subject to numerous U. S. and foreign laws and regulations such as those related to anti- corruption, tax, corporate
governance, imports and exports, financial and other disclosures, privacy and labor relations. These laws and regulations are
complex and may have differing or conflicting legal standards, making compliance difficult and costly. In addition, there is
uncertainty regarding how proposed, contemplated or future changes to these complex laws and regulations could affect our
business. We may incur substantial expense in complying with the new obligations to be imposed by these laws and regulations,
and we may be required to make significant changes in our business operations, all of which may adversely affect our revenues
and our business overall. If we violate these laws and regulations, we could be subject to fines, penalties or criminal sanctions,

and may be prohlblted from Conductrng bu%lne%i in one or more Countrle% A—H-heugh—we—ha-ve—tmp}eme&ted-peheies—aﬁd

have a materlal adverse effect on our operatlon% and ﬁnanelal condition. Our financial results are also affected by fluctuations in
foreign currency exchange rates. A weakening U. S. dollar relative to other currencies increases expenses of our foreign
subsidiaries when they are translated into U. S. dollars in our consolidated statements of income. Likewise, a strengthening U.
S. dollar relative to other currencies, including the renminbi or Yen, reduces revenue of our foreign subsidiaries upon translation
and consolidation. Exchange rates are %ubject to significant and rapid fluctuations due to a number of factors, including interest
rate changes and political and economle uncertarnty Therefore we cannot predret the prospective impact of exchange rate
ﬂuetuatronq We Althoug g yhed : ywe-may be unable to hedge all of our foreign

. Our operating results may ﬂuetuate in the future which may
adversely affeet our %toek price. Our operating results are subject to quarterly and annual fluctuations, which may adversely
affect our stock price. Our historical results should not be viewed as indicative of our future performance due to these periodic
fluctuations. Many factors may cause our backlog, revenue or earnings to fluctuate, including , among other things : « Changes
in demand for our products — especially products, such as hardware, generating upfront revenue — due to fluctuations in
demand for our customers’ products and due to constraints in our customers’ budgets for research and development and EDA
products and services; * Changes in demand for our products due to customers reducing their expenditures, whether as a cost-
cutting measure or a result of their insolvency or bankruptcy, and whether due to increased global inflationary pressures and 5

risingglobatinterest rates -and a sustained global semiconductor shortage sthe-engetng-COVID—9-pandemte-or other reasons;

* Product competition in the EDA industry, which can change rapidly due to industry or customer consolidation and



technological innovation; * Our ability to innovate and introduce new products and services or effectively integrate products and
technologies that we acquire; * Failures or delays in completing sales due to our lengthy sales cycle, which often includes a
substantial customer evaluation and approval process because of the complexity of our products and services; * Our ability to
implement effective cost control measures; * Our dependence on a relatively small number of large customers, and on such
customers continuing to renew licenses and purchase additional products from us, for a large portion of our revenue; * Changes
to the amount, composition and valuation of, and any impairments to or write- offs of, our #ventery-assets or strategic
investments ; * Changes in the mix of our products sold, as increased sales of our products with lower gross margins, such as
our hardware products, may reduce our overall margins; « Expenses related to our acquisition and integration of businesses and
technologies; * Changes in tax rules, as well as changes to our effective tax rate, including the tax effects of infrequent or
unusual transactions and tax audit settlements; ¢ Delays, increased costs or quality issues resulting from our reliance on third
parties to manufacture our hardware products, which includes a sole supplier for certain hardware components; * Natural
variability in the timing of [P drawdowns, which can be difficult to predict; « General economic and political conditions that
affect the semiconductor and electronics industries, such as disruptions to international trade relationships, including tariffs,
export licenses, or other trade barriers affecting our or our suppliers’” products sas-weH-astmpaets-due-to-the-ongotng-COVID-
+3-pandemte-; and ¢ Changes in accounting standards, which may impact the way we recognize our revenue and costs and
impact our earnings. The timing of revenue recognition may also cause our revenue and earnings to fluctuate. The timing of
revenue recognition is affected by factors that include: * Cancellations or changes in levels of orders or the mix between upfront
products revenue and time- based products revenue; ¢ Delay of one or more orders for a particular period, particularly orders
generating upfront products revenue, such as hardware; * Delay in the completion of professional services projects that require
significant modification or customization and are accounted for using the percentage of completion method; ¢ Delay in the
completion and delivery of IP products in development as to which customers have paid for early access; « Customer contract
amendments or renewals that provide discounts or defer revenue to later periods; and ¢ The levels of our hardware and IP
revenues, which are recognized upfront and are primarily dependent upon our ability to provide the latest technology and meet
customer requirements. These factors, or any other factors or risks discussed herein, could negatively impact our backlog,
revenue or earnings and cause our stock price to decline. Additionally, our results may fail to meet or exceed the expectations of
securities analysts and investors, or such analysts may change their recommendation regarding our stock, which could cause our
stock price to decline. Our stock price has been, and may continue to be, volatile, which may make it more difficult for our
stockholders to sell their shares at a time or a price that is favorable to them. Cybersecurity threats or other security breaches
could compromise sensitive information belonging to us or our customers and could harm our business and our reputation,
particularly that of our security testing solutions. We store sensitive data, including intellectual property, our proprietary
business information and that of our customers, and personal eenfidentialemployee-information, in our data centers, on our
networks or on the cloud. Fhese-In addition, our operations depend upon our information technology (IT) systems . We
maintain a variety of information security policies, procedures, and controls to protect our business and proprietary
information, prevent data loss and other security breaches and incidents, keep our IT systems operational and reduce the
impact of a security breach or incident, but these securities measures cannot provide and have not provided absolute
security. In the normal course of business, our systems are and have been the target of malicious cyber attack attempts
and have been and may be vwlnerable-subject to attacks-by-hackers-oreompromised- compromise due to employee error,
malfeasance or other disruptions that have and could result in unauthorized disclosure or loss of sensitive information . To
date, we have not identified material cyber security incidents or incurred any material expenses with any incidents.
However, any breach or compromise could adversely impact our business and operations, expose us or our customers to
litigation, investigations, loss of data, increase costs, or result in loss of customer confidence and damage to our
reputation, any of which could adversely affect our business and our ability to sell our products and services. Industry
incidences of cyberattacks and other cybersecurity breaches have increased and are likely to continue to increase. We are
using an increasing number of third- party software solutions, including cloud- based solutions, which increase potential
threat vectors, such as by exploitation of misconfigurations or vulnerabilities. We also use third- party vendors that
provide software or hardware, have access to our network, and / or store sensitive data, and these third parties are
subject to their own cybersecurity threats. Our standard vendor terms and conditions include provisions requiring the
use of appropriate security measures to prevent unauthorized use or disclosure of our data, as well as other safeguards.
Despite these measures, there is no guarantee that a compromise of our third- party vendors will not occur and in turn
result in a compromise of our own IT systems or data. In addition, if we select a vendor that uses cloud storage as part of
their service or product offerings, or if we are selected as a vendor for our cloud- based solutions, our proprietary
information could be misappropriated by third parties despite our attempts to validate the security of such services .
Many employees continue to work remotely based on a hybrid work model, which magnifies the importance of maintaining the
1ntegr1ty of our remote access sewrlty measures. Fe-lkex&mp-}e-We also perlodlcally acquire new busmesses with less mature

pess%*&%ewtakes time to allgn their sewrlty practlces to meet
any-steh-breach-eonld-adversely-tmpaet-our business-information security p011c1es epefaﬁeﬂs-procedures and feptlfaﬁeﬂ'
controls . The techniques used to obtain unauthorized access to networks or to sabotage systems ;-of companies such as ours
change frequently and generally are not recognized until launched against a target. We may be unable to anticipate these
emerging techniques, react in a timely manner , or implement adequate preventative measures —Fuarthermere-, in-the-operatiorrof
otr—- or we may not have sufficient logging available to fully investigate the incident. Our security measures vary in
maturity across the business and may be and have been circumvented. For example, we alse-have identified instances



where employees have use-used non- approved applications for business purposes, some of which do not meet our
securlty standards. In addltlon, we dlscovered unauthorlzed third- party vendefs—t-hat—have—acceqe to our ﬂefweﬂeproducts

fhemsemee—er—product effeﬂngs—llcense files

vendor’ s qystemq could cause us to be non- compliant Wlth apphcable lawq or regulatlons subject us to legal clalms or
proceedings, disrupt our operations, damage our reputation, and cause a loss of confidence in our products and services, any of
which could adversely affect our business and our ability to sell our products and services. Our software products, hosted
solutions s-and software security and quality testing solutions may-are also targeted by hackers and may be compromised by
vilnerable-to-attacks-, inelading-among other things, phishing, exploits of our code or our system configurations, malicious
code (such as viruses and worms), distributed denial- of- service attacks, sophisticated attacks conducted or sponsored by nation-
states, advanced persistent threat intrusions, ransomware and other malware. We leverage many security best practices
throughout the software development lifecycle, but our security development practices vary in maturity across the
business and may not be effective against all cybersecurity threats. Furthermore, therisk-efdue to geopolitical incidents,
including regional military conflicts, state- supported and geopolitical- related cybersecurity incidents against companies
may-inerease-due-to-geopolitieakinetdents;-such as ours may increase the Russta—Ukraine-eonfliet. An-attack-Attacks on our
products could potentially disrupt the proper functioning of our software, cause errors in the output of our customers’ work,
allow unauthorized access to our or our customers’ proprietary information or cause other destructive outcomes. We also offer
software security and quality testing solutions. If we fail to identify new and increasingly sophisticated methods of cyber attacks
or fail to invest sufficient resources in research and development regarding new threat vectors, our security testing products and
services may not fattte-detect vulnerabilities in our customers’ software code. An actual or perceived failure to dentifi-detect
security flaws may harmnegatively impact the perceived reliability of our security testing products and services, and could
result in a loss of customers or sales, or an increased cost to remedy a problem. Furthermore, our growth and recent acquisitions
in the software security and quality testing space may increase our visibility as a security- focused company and may make us a
more attractive target for attacks on our own IT infermatien-teehnology-infrastructure. As a result H-any-oftheforegoing-were
teeeerr—, we could experience negative publicity and our reputation could suffer, customers could stop buying our products, we
could face lawsuits and potential liability, and our business, operating results and financial performanee-condition could be
negatively impacted. If we fail to protect our proprietary technology, our business will be harmed. Our success depends in part
upon protecting our proprietary technology. Our efforts to protect our technology may be costly and unsuccessful. We rely on
agreements with customers, employees and other third —parties as well as intellectual property laws worldwide to protect our
proprietary technology. These agreements may be breached, and we may not have adequate remedies for any breach.
Additionally, despite our measures to prevent piracy, other parties may attempt to illegally copy or use our products, which
could result in lost revenue if their efforts are successful. Some foreign countries do not currently provide effective legal
protection for intellectual property and our ability to prevent the unauthorized use of our products in those countries is therefore
limited. Our trade secrets may also be stolen, otherwise become known, or be independently developed by competitors. From
time to time, we may need to commence litigation or other legal proceedings in order to +s-Assert-assert claims of infringement
of our intellectual property; «Befend-defend our products from piracy; «Preteetprotect our trade secrets or know- how; or =
Betermine-determine the enforceability, scope and validity of the propriety rights of others. If we do not obtain or maintain
appropriate patent, copyright or trade secret protection s-for any reason, or cannot fully defend our intellectual property rights in
certain jurisdictions, our business and operating results would be harmed. In addition, intellectual property litigation is lengthy,
expensive and uncertain. Legal fees related to such litigation will increase our operating expenses and may reduce our net
income. We may not be able to realize the potential financial or strategic benefits of the aeguisttions-transactions we complete,
or find suitable target businesses and technology to acquire, which could hurt our ability to grow our business, develop new
products or sell our products and services . Acquisitions and strategic investments are an important part of our growth strategy.
We have completed a significant number of acquisitions in recent years. We expect to make additional acquisitions and strategic
investments in the future, but we may not find suitable acquisition or investment targets, or we may not be able to consummate
desired acquisitions or investments due to unfavorable credit markets, commercially unacceptable terms , failure to obtain
regulatory approvals, competitive bid dynamics or other risks, which could harm our operating results. Acquisitions and
strategic investments are difficult, time- consuming, and pose a number of risks, including , but not limited to : * Potential
negative impact on our earnings per share; ¢ Failure of acquired products to achieve projected sales; * Problems in integrating the
acquired products with our products; ¢ Difficulties entering into new markets in which we are not experienced or where
competitors may have stronger positions; ¢ Potential downward pressure on operating margins due to lower operating margins of
acquired businesses, increased headcount costs, and other expenses associated with adding and supporting new products;
Difficulties in retaining and integrating key employees; ¢ Substantial reductions of our cash resources and / or the incurrence of
debt, which may be at higher than anticipated interest rates; ¢ Failure to realize expected synergies or cost savings; * Difficulties
in integrating or expanding sales, marketing and distribution functions and administrative systems, including IT information
teehnetogy-and human resources systems; ¢ Dilution of our current stockholders through the issuance of common stock as a part
of transaction the-merger-consideration; * Difficulties in negotiating, governing and realizing value from strategic investments;
* Assumption of unknown liabilities, including tax, litigation, cybersecurity and commercial- related risks, and the related



expenses and diversion of resources; ¢ Incurrence of costs and use of additional resources to remedy issues identified prior to or
after an acquisition; * Disruption of ongoing business operations, including diversion of management’ s attention and uncertainty
for employees and customers, particularly during the post- acquisition integration process; * Potential negative impacts on our
relationships with customers, distributors and business partners; * Exposure to new operational risks, regulations and business
customs to the extent acquired businesses are located in regions where we are not currently conducting business; ® The need to
implement controls, processes and policies appropriate for a public company at acquired companies that may have previously
lacked such controls, processes and policies in areas such as cybersecurity, IT infermationteehnotogy-, privacy and more; ©
Negative impact on our net income resulting from acquisition or investment- related costs; and ¢ Requirements imposed by
government regulators in connection with their review of an acquisition, including required divestitures or restrictions on the
conduct of our business or the acquired business. Additionally, we have divested and may in the future divest certain
product lines or technologies that no longer fit our long- term strategies. Divestitures may adversely impact our business,
operating results and financial condition if we are unable to achieve the anticipated benefits or cost savings from such
divestitures, or if we are unable to offset impacts from the loss of revenue associated with the divested product lines or
technologies. For example, if we decide to sell or otherwise dispose of certain product lines or assets, we may be unable to
do so on satisfactory terms within our anticipated timeframe or at all. Further, whether such divestitures are ultimately
consummated or not, their pendency could have a number of negative effects on our current business, including
potentially disrupting our regular operations, diverting the attention of our workforce and management team and
increasing undesired workforce turnover. It could also disrupt existing business relationships, make it harder to develop
new business relationships, or otherwise negatively impact the way that we operate our business. [f we do not manage the
foregoing risks, the transactions aequistttons-er-strategieinrvestments-that we complete or are unable to complete may have an
adverse effect on our business , operating results and financial condition and the COVID- 19 pandemic .If we fail to timely
recruit and / or retain senior management and key employees globally,our business may be harmed.We depend in large part
upon the services of our senior management team aﬁd—key—eﬂap{eyees—to drive our future success,and certain team members of
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also attract seﬂter—maﬁagemeﬂt—and retain key employees who join us organrcally and through acqur%rtronq There are a hmlted
number of qualified engineers.Competition for these individuals and other qualified employees is intense and has increased
globally,including in major markets such as Asia.Our employees are often recruited aggressively by our competitors and our
customers worldwide.Any failure to recruit and #et-retain sentor-management-and-key employees could harm our business,
eperating-results of operations and financial condition ,and our recruiting and retention efforts may be negatively impacted
by the ongoing COVID- 19 pandemic .Additionally,efforts to recruit sueh-and retain qualified employees could be costly and
negatively impact our operating expenses. We issue equity awards from employee equity plans as a key component of our overall
compensation. We face pressure to limit the use of such equity- based compensation due to its dilutive effect on
stockholders.If we are unable to grant attractive equity- based packages in the future,it could limit our ability to attract
and retain key employees . \We may pursue new product and technology initiatives, and if we fail to successfully carry out
these initiatives, we could be adversely impacted. As part of the evolution of our business, we have made substantial
investments to develop new products and enhancements to existing products through our acquisitions and research and
development efforts. If we are unable to anticipate technological changes in our industry by introducing new or enhanced
products in a timely and cost- effective manner, or if we fail to introduce products that meet market demand, we may lose our
competitive position, our products may become obsolete, and our business, operating results and financial condition or results
of operations could be adversely affected. Additionally, from time to time, we may invest in efforts to expand into adjacent
markets, including, for example, software security and-, quality testing solutions and AI . Although we believe these solutions
are complementary to our EDA tools, we have less experience and a more limited operating history in offering software quality
testing and security products and services, and our efforts in this-area-creating Al technology solutions such as Synopsys. ai
may not be successful. Our success in these and other new markets depends on a variety of factors, including , but not limited
to, the following: « Our ability to attract a new customer base, including in industries in which we have less experience; * Our
successful development of new sales and marketing strategies to meet customer requirements; ¢ Our ability to accurately predict,
prepare for and promptly respond to technological developments in new fields, including, in the case of our software quality
testing and security tools and services, identifying new security vulnerabilities in software code and ensuring support for a
growing number of programming languages; ¢ Our ability to compete with new and existing competitors in these new industries,
many of which may have more financial resources, industry experience, brand recognition, relevant intellectual property rights
or established customer relationships than we currently do, and could include free and open source solutions that provide similar
software quality testing and-, security tools and Al solutions without fees; ¢ Our ability to skillfully balance our investment in
adjacent markets with investment in our existing products and services; * Our ability to attract and retain employees with
expertise in new fields; ¢ Our ability to sell and support consulting services at profitable margins; and ¢ Our ability to manage
our revenue model in connection with hybrid sales of licensed products and consulting services. Difficulties in any of our new
product development efforts or our efforts to enter adjacent markets, including as a result of delays or disruptions, frew-or export
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operating expenses and negatively affect our operating results. We devote substantial resources to research and development.
New competitors, technological advances in the semiconductor industry or by competitors, our acquisitions, our entry into new
markets or other competitive factors may require us to invest significantly greater resources than we anticipate. If we are
required to invest significantly greater resources than anticipated without a corresponding increase in revenue, our operating
results could decline. If customers reduce or slow the need to upgrade or enhance their product offerings, our revenue and
operating results may be adversely affected. Additionally, our periodic research and development expenses may be independent
of our level of revenue, which could negatively impact our financial results. New products may not adequately address the
changing needs of the marketplace. New software products may contain undetected errors, defects or vulnerabilities. The
occurrence of any defects or errors in our products could result in lost or delayed market acceptance and sales of our products,
delays in payment by customers, loss of customers or market share, product returns, damage to our reputation, diversion of our
resources, increased service and warranty expenses or financial concessions, increased insurance costs and potential liability for
damages. Finally, there can be no guarantee that our research and development investments will result in products that create
additional revenue. Product errors or defects could expose us to liability and harm our reputation and we could lose market
share. Software products frequently contain errors or defects, especially when first introduced, when new versions are released,
or when integrated with technologies developed by acquired companies. Product errors, including those resulting from third-
party suppliers, could affect the performance or interoperability of our products, could delay the development or release of new
products or new versions of products and could adversely affect market acceptance or perception of our products. In addition,
any allegations of manufacturability issues resulting from use of our IP products could, even if untrue, adversely affect our
reputation and our customers’ willingness to license IP products from us. Any such errors or delays in releasing new products or
new versions of products or allegations of unsatisfactory performance could cause us to lose customers, increase our service
costs, subject us to liability for damages and divert our resources from other tasks, any one of which could materially and
adversely affect our business and-, operating results and finanecial condition . Our hardware products, which primarily consist
of prototyping and emulation systems, subject us to distinct risks. The growth in sales of our hardware products subjects us to
several risks, including , but not limited to : * Increased dependence on a sole supplier for certain hardware components, which
may reduce our control over product quality and pricing and may lead to delays in production and delivery of our hardware
products, should our supplier fail to deliver sufficient quantities of acceptable components in a timely fashion; ¢ Increasingly
variable revenue and less predictable revenue forecasts, due to fluctuations in hardware revenue, which is recognized upfront
upon shipment, as opposed to most sales of software products for which revenue is recognized over time; * Potential reductions
in overall margins, as the gross margin for our hardware products, is typically lower than those of our software products; ¢
Longer sales cycles, which create risks of insufficient, excess or obsolete inventory and variations in inventory valuation, which
can adversely affect our business, operating results and financial condition ;  Decreases or delays in customer purchases in
favor of next- generation releases or competitive products , which may lead to excess or obsolete inventory or require us to
discount our older hardware products; * Longer warranty periods than those of our software products, which may require us to
replace hardware components under warranty, thus increasing our costs; and ¢ Potential impacts on our supply chain, including
duete-the effects of inereasing-increased global inflationary pressures and risingglebatinterest rates, and a sustained global
semiconductor shortage and the COVID- 19 pandemic....... ability to attract and retain key employees . From time to time, we
are subject to claims that our products infringe on third- party intellectual property rights. We are from time to time subject to
claims alleging our infringement of third- party intellectual property rights, including patent rights. Under our customer
agreements and other license agreements, we agree in many cases to indemnify our customers if our products are alleged to
infringe on a third party’ s intellectual property rights. Infringement claims can result in costly and time- consuming litigation,
require us to enter into royalty arrangements, subject us to damages or injunctions restricting our sale of products, invalidate a
patent or family of patents, require us to refund license fees to our customers or to forgo future payments, or require us to
redesign certain of our products, any one of which could harm our business and operating results. For example, some customers
have requested we defend and indemnify them against claims for patent infringement asserted in various district courts and at
the U. S. International Trade Commission by Bell Semiconductor LLC (Bell Semic), a patent monetization entity, based on Bell
Semic’ s allegation that the customers’ use of one or more features of certain of our products infringes one or more of six patents
held by Bell Semic. We are have-effered-to-defend-defending some of our customers consistent with the terms of our End User
License Agreement . Further information regarding Bell Semic is contained in Part I, Item 3, Legal Proceedings of this
Annual Report on Form 10- K. We may not be able to continue to obtain licenses to third- party software and intellectual
property on reasonable terms or at all, which may disrupt our business and harm our financial results. We license third- party
software and other intellectual property for use in product research and development and, in several instances, for inclusion in
our products. We also license third- party software, including the software of our competitors, to test the interoperability of our
products with other industry products and in connection with our professional services. These licenses may need to be
renegotiated or renewed from time to time, or we may need to obtain new licenses in the future. Third parties may stop
adequately supporting or maintaining their technology, or they or their technology may be acquired by our competitors. If we are
unable to obtain licenses to these third- party software and intellectual property on reasonable terms or at all, we may not be
able to sell the affected products, our customers’ use of the products may be interrupted, or our product development processes
and professional services offerings may be disrupted, which could in turn harm our financial results, our customers, and our
reputation. The inclusion of third- party intellectual property in our products can also subject us and our customers to
infringement claims. We Although-we-seekto-mitigate-thisrisk-eentraetaatly;we-may not be able to sufficiently limit our
potential liability contractually . Regardless of outcome, infringement claims may require us to use significant resources and
may divert management’ s attention from the operation of our business. Some of our products and technology, including those
we acquire, may include software licensed under open source licenses. Some open source licenses could require us, under



certain circumstances, to make available or grant licenses to any modrﬁcatrons or derivative works we create based on the open
source software. The A sh-we-ha a1 G 0 ; he-risks
associated with open source usage may not be eliminated desplte our best efforts and may, 1f not properly addressed result in
unanticipated obligations that harm our business. In preparing our financial statements we make certain assumptions, judgments
and estimates that affect amounts reported in our consolidated financial statements, which, if not accurate, may significantly
impact our financial results. We make assumptions, judgments and estimates for a number of items, including the fair value of
financial instruments, goodwill, long- lived assets and other intangible assets, the realizability of deferred tax assets, the
recognition of revenue and the fair value of stock awards. We also make assumptions, judgments and estimates in determining
the accruals for employee- related liabilities, including commissions and variable compensation, and in determining the accruals
for uncertain tax positions, valuation allowances on deferred tax assets, allowances for credit losses, and legal contingencies.
These assumptions, judgments and estimates are drawn from historical experience and various other factors that we believe are
reasonable under the circumstances as of the date of the consolidated financial statements. Actual results could differ materially
from our estimates, and such differences could significantly impact our financial results. Liquidity requirements in our U. S.
operations may require us to raise cash in uncertain capital markets, which could negatively affect our financial condition. As of
October 31, 2022-2023 , approximately 48-52 % of our worldwide cash and cash equivalents balance is held by our international
subsidiaries. We intend to meet our U. S. cash spending needs primarily through our existing U. S. cash balances, ongoing U. S.
cash flows, and available credit under our term loan and revolving credit facilities. Should our cash spending needs in the U. S.
rise and exceed these liquidity sources, we may be required to incur additional debt at higher than anticipated interest rates or
access other funding sources, which could negatively affect our operating results ef-eperations-, capital structure or the market
price of our common stock. Legal and Regulatory Rrsks Our results could be adversely affected by a change in our effective tax
as-8 Xt aww g d-rrew v stila , changes in our geographical earnings
mix, unfavorable government reviews of our tax returns, rnaterral drfferences between our forecasted and actual annual effective
tax rates, or future Changes to our tax structure yerby-evolvingenforeementpraetiees-. Our operations are subject to income
and transaction taxes in the Ynited-States-U. S. and in multiple foreign jurisdictions. Because we have a wide range of statutory
tax rates in the multiple jurisdictions in which we operate, any changes in our geographical earnings mix, including those
resulting from our intercompany transfer pricing or from changes in the rules governing transfer pricing, could materially
impact our effective tax rate. Furthermore, a change in the tax law of the jurisdictions where we do business, including an
increase in tax rates, an adverse change in the treatment of an item of income or expense, or limitations on our ability to utilize
tax credits, could result i ina material increase in our tax expense and 1mpact our ﬁnancral posrtron and cash flows. Ferexample;
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significantly changed prior U. S. tax law and includes numerous provisions that affect our business. The Tax Act includes
certain provisions that began to affect our income in the first quarter of fiscal 2019, while other sections of the Tax Act and
related regulations switbbegin-began to affect our business in the first quarter of fiscal 2023. One of these There-are-vartous
propesalsir-Congressto-amend-eertain-provisions includes the requirement to capitalize and amortize research and
development expenditures instead of expensing such expenditures as incurred. This results in a significant increase to
our cash tax liability and also decreases our effective tax rate due to increasing the foreign derived intangible income
deduction. On September 8, 2023, the Internal Revenue Service issued initial guidance for the Tax Act in Notice 2023- 63
—’Phe—state—ef—t-hese—pfepesa-ls—and other-indicated regulatory guidance will follow. fature-Future legislation-regulatory
guidance remains uncertain and ;if-enaeted;-may materially affect our financial position. On August 16, 2022, the Inflation
Reduction Act of 2022 ( the IR Act) was enacted in the Yntted-States-U. S . The IR Act includes a 15 % minimum tax rate ef4+5
%, as well as tax credit incentives for reductions in greenhouse gas emissions. The details of the computation of the tax and
implementation of the incentives will be subject to regulations to be issued by the U. S. Department of the Treasury. On August
9, 2022, the CHIPS and Science Act of 2022 (CHIPS Act) was enacted in the Baited-States-U. S. to provide certain financial
incentives to the semiconductor industry, primarily for manufacturing activities within the Untted-States-U. S . We are
continuing to monitor the IR Act and CHIPS Act and related regulatory developments to evaluate their potential impact on our
business and operating results. On October 8, 2021, the Organization for Economic Co- operation and Development (OECD)
announced the OECD / G20 Inclusive Framework on Base Erosion and Profit Shifting (Framework) which agreed to a two-
pillar solution to address tax challenges arising from digitalization of the economy. On December 20, 2021, the OECD released
Pillar Two Model Rules (Pillar Two) defining the global minimum tax rules, which contemplate a 15 % minimum tax rate of
+5%-. The OECD continues to release additional guidance , including Administrative Guidance on how these—- the Pillar
Two rules should be interpreted and the-applied and many countries are passing legislation to comply with Pillar Two.
The Framework calls for law enactment by OECD and G20 members to take effect in 2023-and-2024 and 2025 . These
changes, when enacted by various countries in which we do business, may increase our taxes in these countries. Changes to
these and other areas in relation to international tax reform, including future actions taken by foreign governments in response to
the Tax Act, could increase uncertainty and may adversely affect our tax rate and cash flow in future years. Our income and
non- income tax filings are subject to review or audit by the Internal Revenue Service and state, local and foreign taxing
authorities. We exercise significant judgment in determining our worldwide provision for income taxes and, in the ordinary
course of our business, there may be transactions and calculations Where the ultimate tax determination is uncertain. We may
also be liable for potential tax liabilities of businesses we acquire ; Aya ; ; A-ta




ﬁnal determmatlon in an audit may be materlally different than the treatment reﬂected in our hlstorlcal income tax provisions
and accruals. An assessment of additional taxes because of an audit could adversely affect our income tax provision and net
income in the periods for which that determination is made. For further discussion on our ongoing audit-audits , see Note 15 .
Income Taxes of the Notes to Consolidated Financial Statements in this Annual Report under the heading <" Non- U. S.
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Examinations. 2" We maintain significant deferred tax assets related to certain tax credits and capitalized research and
development expenditures . Our ability to use these eredits-deferred tax assets is dependent upon having sufficient future
taxable income in the relevant jurisdiction and in the case of foreign tax credits, how such credits are treated under current and
potential future tax law. Changes to tax laws and the-FaxAet-otherregulatory-regulations ehanges-, and changes in our
forecasts of future income could result in an adjustment to the deferred tax asset and a related charge to earnings that could
materially affect our financial results. Our business is subject to evolving corporate governance and public disclosure regulations
and expectations, including with respect to environmental, social and governance matters , that could expose us to numerous
risks. We are subject to changing rules and regulations promulgated by a number of governmental and self- regulatory
organizations, including , ameng others, the SEC, the Nasdaq Stock Market and the Financial Accounting Standards Board
(FASB). These rules and regulations continue to evolve in scope and complexity and many new requirements have been created
in response to laws enacted by Congress, making compliance difficult and uncertain. In addition, rereasinghyregulators,
customers, investors, employees and other stakeholders are foeusing-increasingly focused on environmental, social and
governance (ESG) matters and related disclosures. These changing rules, regulations and stakeholder expectations have resulted
in, and are likely to continue to result in, increased general and administrative expenses and increased management time and
attention spent complying with or meeting such regulations and expectations. For example, developing and acting on ESG
initiatives, and collecting, measuring, and reporting ESG information and metrics can be costly, difficult and time consuming
and is subject to evolving reporting standards, including the SEC’ s proposed climate- related reporting requirements. We may
also communicate certain initiatives and goals regarding environmental matters, diversity, responsible sourcing, social
investments and other ESG matters in our SEC filings or in other public disclosures. These initiatives and goals could be
difficult and expensive to implement, the technologies needed to implement them may not be cost effective and may not
advance at a sufficient pace, and ensuring the accuracy, adequacy, or completeness of the disclosure of our ESG initiatives can
be costly, difficult and time —consuming. Further, 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. We In-addittor;-we-could alse face scrutiny from certain stakeholders for
the scope or nature of such initiatives or goals, or for any revisions to these goals. If our ESG- related data, processes and
reporting are incomplete or inaccurate, or if we fail to achieve progress with respect to our ESG goals on a timely basis, or at all,
our business, financial performance and growth could be adversely affected. Changes in the U. S. generally accepted accounting
principles (U. S. GAAP) could adversely affect our financial results and may require significant changes to our internal
accounting systems and processes. We prepare our consolidated financial statements in conformity with U. S. GAAP. These
principles are subject to interpretation by the FASB, the SEC and various bodies formed to interpret and create appropriate
accounting principles and guidance. The FASB periodically issues new accounting standards on a variety of topics, including,
for example, revenue recognition and accounting for leases. These and other such standards generally result in different
accounting principles, which may significantly impact our reported results or could result in variability of our financial results.
We may be subject to litigation proceedings that could harm our business. We may be subject to legal claims or regulatory
matters involving stockholder, consumer, employment, customer, supplier, competition and other issues on a global basis.
Litigation is subject to inherent uncertainties, and unfavorable rulings could occur. An unfavorable ruling could include
monetary damages or, in cases for which injunctive relief is sought, an injunction prohibiting us from manufacturing or selling
one or more products. If we were to receive an unfavorable ruling on a matter, our business and operating results efeperations
could be materially harmed. Further information regarding certain of these matters is contained in Part I, Item 3, Legal
Proceedings of this Annual Report on Form 10- K . There are inherent limitations on the effectiveness of our controls and
compliance programs. Regardless of how well designed and operated it is, a control system can provide only reasonable
assurance that its objectives will be met. Further, the design of a control system must reflect the fact that there are resource
constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations in all
control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any,
have been detected. Our Meoreoveratthongh-we-have-implemented-compliance programs and compliance training for
employees ;saeh-measures-may not prevent our employees, contractors or agents from breaching or circumventing our policies
or violating applicable laws and regulations. Failure of our control systems and compliance programs to prevent error, fraud or
violations of law could have a material adverse impact on our business. General Risks Our investment portfolio may be
impaired by any deterioration of capital markets. From time to time, our cash equivalent and short- term investment portfolio
consists of investment- grade U. S. government agency securities, asset- backed securities, corporate debt securities, commercial
paper, certificates of deposit, money market funds, municipal securities and other securities and bank deposits. Our investment
portfolio carries both interest rate risk and credit risk and may be negatively impacted by deteriorating economic conditions ane
tising, increased global inflationary pressures and interest rates and bank failures . Fixed rate debt securities may have their
market value adversely impacted due to a credit downgrade or a rise in interest rates, while floating rate securities may produce
less income than expected if interest rates fall or a credit downgrade occurs. Our future investment income may fall short of
expectations due to changes in interest rates or if the decline in fair value of investments held by us is judged to be other- than-
temporary. In addition, we may suffer losses in principal if we are forced to sell securities that decline in market value due to
changes in the issuer’ s credit quality or changes in interest rates. Catastrophic events and the effects of climate change ,



pandemics or other unexpected events may disrupt our business and harm our operating results. Due to the global nature of
our business, our operating results may be negatively impacted by catastrophic events and the effects of climate change ,
pandemics, such as the recent COVID- 19 pandemic, or other unexpected events throughout the world. We rely on a global
network of infrastructure applications, enterprise applications and technology systems for our development, marketing,
operational, support and sales activities. A disruption or failure of these systems in the event of a major earthquake, fire, extreme
temperatures, drought, flood, telecommunications failure, cybersecurity attack, terrorist attack, epidemic or pandemic Greluding
the-ongoing-COVID-—9-pandemie)-, or other catastrophic events or climate change- related events could cause system
interruptions, delays in our product development and loss of critical data and could prevent us from fulfilling our customers’
orders. In particular, our sales and infrastructure are vulnerable to regional or worldwide health conditions, including the effects
of the outbreak of contagious diseases , such as the government- imposed restrictions that curtailed global economic
activity and caused substantial volatility in global financial markets during the COVID- 19 pandemic. Moreover, our
corporate headquarters, a significant portion of our research and development activities, our data centers, and certain other
critical business operations are located in California, near major earthquake faults and sites of recent wildfires, which may
become more frequent, along with other extreme weather events, due to climate change. A catastrophic event or other extreme
weather event that results in the destruction or disruption of our data centers or our critical business or IT information
teehniology-systems would severely affect our ability to conduct normal business operations and, as a result, our operating results
would be adversely affected.



