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PART |. FINANCIAL INFORMATION

Item 1. Financial Statements

Current assets:
Cash and cash equivalents
Receivables, net
Inventories
Prepaid expenses and other
Total current assets
Property, plant and equipment, net
Goodwill
Acquired intangibles, net
Deferred taxes
Other assets
Total assets

Current liabilities:
Revolving credit facility
Accounts payable and accrued liabilities
Current portion of deferred revenue
Total current liabilities
Long-term liabilities:
Long-term portion of deferred revenue
Long-term debt
Other long-term liabilities
Total long-term liabilities
Commitments and contingencies (Note 14)
Stockholders’ equity:

CADENCE DESIGN SYSTEMS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)

ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Common stock and capital in excess of par value

Treasury stock, at cost
Retained earnings
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

See notes to condensed consolidated financial statements.

As of
March 31, December 31,
2026 2025

1,406,668 3,001,317
1,033,814 944,939
317,951 303,545
421,967 419,872
3,180,400 4,669,673
536,903 517,004
4,929,581 2,749,143
1,933,262 718,223
843,209 917,733
674,999 581,372
12,098,354 10,153,148
425,000 —
863,910 856,856
873,598 778,435
2,162,508 1,635,291
146,574 155,997
2,481,170 2,480,150
746,639 407,529
3,374,383 3,043,676
5,700,929 4,719,443
(6,535,792) (6,344,213)
7,436,416 7,100,756
(40,090) (1,805)
6,561,463 5,474,181
12,098,354 $ 10,153,148




CADENCE DESIGN SYSTEMS, INC.
CONDENSED CONSOLIDATED INCOME STATEMENTS
(In thousands, except per share amounts)
(Unaudited)

Three Months Ended

March 31, March 31,
2026 2025
Revenue:
Product and maintenance $ 1,348,922 $ 1,110,850
Services 125,298 131,516
Total revenue 1,474,220 1,242,366
Costs and expenses:
Cost of product and maintenance 153,312 116,672
Cost of services 61,235 50,461
Marketing and sales 211,485 202,700
Research and development 508,437 439,102
General and administrative 88,217 63,098
Amortization of acquired intangibles 20,210 8,922
Restructuring (5) (109)
Total costs and expenses 1,042,891 880,846
Income from operations 431,329 361,520
Interest expense (31,613) (29,118)
Other income, net 28,387 23,290
Income before provision for income taxes 428,103 355,692
Provision for income taxes 92,443 82,113
Net income $ 335,660 $ 273,579
Net income per share — basic $ 123 $ 1.01
Net income per share — diluted $ 123 $ 1.00
Weighted average common shares outstanding — basic 272,061 271,973
Weighted average common shares outstanding — diluted 273,725 273,631

See notes to condensed consolidated financial statements.



CADENCE DESIGN SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)
(Unaudited)

Three Months Ended

March 31, March 31,
2026 2025

Net income $ 335,660 $ 273,579
Other comprehensive income (loss), net of tax effects:

Foreign currency translation adjustments (37,498) 66,150

Changes in defined benefit plan liabilities (499) 355

Reclassification of losses on derivatives designated as hedging instruments 204 195

Unrealized gains (losses) on available-for-sale debt securities (492) 571

Total other comprehensive income (loss), net of tax effects (38,285) 67,271

$ 297,375 $ 340,850

Comprehensive income

See notes to condensed consolidated financial statements.



CADENCE DESIGN SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands)
(Unaudited)

Three Months Ended March 31, 2026

Common Stock

Par Value Accumulated
and Capital Other
in Excess Treasury Retained Comprehensive
Shares of Par Stock Earnings Loss Total
Balance, December 31, 2025 271,799 $ 4,719,443 $ (6,344,213) $ 7,100,756 $ (1,805) $ 5,474,181
Net income — — — 335,660 —  $ 335,660
Other comprehensive loss, net of taxes — — — — (38,285) $ (38,285)
Purchase of treasury stock (671) — (200,000) — — 3 (200,000)
Issuance of common stock and reissuance of treasury
stock under equity incentive plans, net of forfeitures 1,547 39,731 32,879 — —  $ 72,610
Issuance of common stock in a business combination 3,224 902,208 — — —  $ 902,208
Stock received for payment of employee taxes on
vesting of restricted stock (83) (98,636) (24,458) — — % (123,094)
Stock-based compensation expense — 138,183 — — —  $ 138,183
Balance, March 31, 2026 275,816  $ 5,700,929 $ (6,535,792) $ 7,436,416 $ (40,090) $ 6,561,463
Three Months Ended March 31, 2025
Common Stock
Par Value Accumulated
and Capital Other
in Excess Treasury Retained Comprehensive
Shares of Par Stock Earnings Loss Total
Balance, December 31, 2024 273,851 $ 4,181,737 $ (5,309,579) $ 5,991,868 $ (190,448) $ 4,673,578
Net income — — — 273,579 —  $ 273,579
Other comprehensive income, net of taxes — — — — 67,271  $ 67,271
Purchase of treasury stock (1,361) — (350,007) — — % (350,007)
Issuance of common stock and reissuance of treasury
stock under equity incentive plans, net of forfeitures 700 67,220 9,569 — — 76,789
Stock received for payment of employee taxes on
vesting of restricted stock (148) (29,383) (43,183) — — 3 (72,566)
Stock-based compensation expense — 107,613 — — —  $ 107,613
Balance, March 31, 2025 273,042 $ 4,327,187 $  (5,693,200) $ 6,265,447 $ (123,177) $ 4,776,257

See notes to condensed consolidated financial statements.



CADENCE DESIGN SYSTEMS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Cash and cash equivalents at beginning of period
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Stock-based compensation
(Gain) loss on divestitures and investments, net
Deferred income taxes
ROU asset amortization and change in operating lease liabilities
Other non-cash items
Changes in operating assets and liabilities, net of effect of acquired businesses:
Receivables
Inventories
Prepaid expenses and other
Other assets
Accounts payable and accrued liabilities
Deferred revenue
Other long-term liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of investments
Proceeds from the sale and maturity of investments
Proceeds from the sale of IP and other assets
Purchases of property, plant and equipment
Cash paid in business combinations, net of cash acquired
Net cash used for investing activities
Cash flows from financing activities:
Proceeds from revolving credit facility
Proceeds from issuance of common stock
Stock received for payment of employee taxes on vesting of restricted stock
Payments for repurchases of common stock
Net cash provided by (used for) financing activities
Effect of exchange rate changes on cash and cash equivalents
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at end of period

Supplemental cash flow information:
Cash paid for interest
Cash paid for income taxes, net

See notes to condensed consolidated financial statements.

Three Months Ended

March 31, March 31,
2026 2025

3,001,317 2,644,030
335,660 273,579
84,622 52,916
138,183 107,613
(13,925) 1,791
73,128 (1,861)
(250) (1,446)

1,629 862
(18,548) 102,136
(31,376) 15,018
9,100 10,316
(1,870) 12,237
(232,568) (69,621)
20,422 (14,377)
(8,425) (2,142)
355,782 487,021
(29,064) (11,469)
40,443 1,246

— 11,500
(48,820) (23,061)
(2,074,534) —
(2,111,975) (21,784)
425,000 —
72,610 76,789
(123,094) (72,566)
(200,000) (350,007)
174,516 (345,784)
(12,972) 14,191
(1,594,649) 133,644
1,406,668 $ 2,777,674
57,232 $ 55,734
34,659 29,956



CADENCE DESIGN SYSTEMS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The condensed consolidated financial statements included in this Quarterly Report on Form 10-Q have been prepared by Cadence Design Systems, Inc.
(“Cadence”) without audit, pursuant to the rules and regulations of the United States Securities and Exchange Commission (the “SEC”). Certain information and
footnote disclosures normally included in consolidated financial statements prepared in accordance with United States generally accepted accounting principles
(“U.S. GAAP”) have been condensed or omitted pursuant to such rules and regulations. However, Cadence believes that the disclosures contained in this
Quarterly Report on Form 10-Q comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), for a
Quarterly Report on Form 10-Q and are adequate to make the information presented not misleading. These condensed consolidated financial statements are
meant to be, and should be, read in conjunction with the consolidated financial statements and the notes thereto included in Cadence’s Annual Report on Form
10-K for the fiscal year ended December 31, 2025 (the "Annual Report").

The unaudited condensed consolidated financial statements included in this Quarterly Report on Form 10-Q reflect all adjustments (which include only
normal, recurring adjustments and those items discussed in these notes) that are, in the opinion of management, necessary to state fairly the results of
operations, cash flows and financial position for the periods and dates presented. The results for such periods are not necessarily indicative of the results to be
expected for the full fiscal year or other periods. Certain prior period amounts have been reclassified to conform to the current period presentation. Management
has evaluated subsequent events through the issuance date of the unaudited condensed consolidated financial statements.

Fiscal Year End

Cadence’s fiscal year end is December 31, and its fiscal quarters end on March 31, June 30, and September 30.

Use of Estimates

Preparation of the condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Risks and Uncertainties

Because Cadence operates globally, its business is subject to the effects of economic downturns or recessions in the regions in which it does business,
volatility in foreign currency exchange rates relative to the U.S. dollar, inflation, changing interest rates, expanded trade control laws and regulations, imposition
of new or higher tariffs and geopolitical conflicts.

Trade control laws and regulations have been amended over the past years, including through the imposition of certain export control restrictions
concerning advanced node IC production in China and the inclusion of additional Chinese technology companies on the Entity List maintained by the U.S.
Department of Commerce's Bureau of Industry and Security (“BIS”) and regulations governing the sale of certain technologies. In furtherance of these
regulations, effective September 29, 2025, BIS issued an interim final rule that extended the export restrictions imposed on entities identified on the Entity List or
the Military End-User List and other certain sanctioned parties, to entities that are 50% or more owned by one or more such entities. However, on November 11,
2025, BIS published a one-year suspension of the new rule that is currently set to expire on November 9, 2026, absent a future extension.

Recently Adopted Accounting Standards

Measurements of Credit Losses for Accounts Receivable and Contract Assets

In July 2025, the FASB issued ASU No. 2025-05, “Financial Instruments - Credit Losses (Topic 326) Measurement of Credit Losses for Accounts
Receivable and Contract Assets.” This ASU provides a practical expedient that allows entities to assume that current conditions as of the balance sheet date do
not change for the remaining life of the asset when estimating expected credit losses for current accounts receivable and current contract assets. Cadence
adopted this ASU on the first day of fiscal 2026. The adoption of this ASU did not have a material impact on Cadence’s consolidated financial statements and
disclosures.



New Accounting Standards Not Yet Adopted

Disaggregation of Income Statement Expenses

In November 2024, the FASB issued ASU No. 2024-03, “Income Statement—Reporting Comprehensive Income—Expense Disaggregation Disclosures,”
which requires additional disclosure of certain costs and expenses in the notes to the financial statements. The updated standard is effective for annual periods
beginning after December 15, 2026 and interim periods beginning after December 15, 2027. Early adoption is permitted and will be applied prospectively with
the option for retrospective application. Cadence is currently evaluating the impact of adopting this ASU on its consolidated financial statements and disclosures.

Accounting for Internal-Use Software

In September 2025, the FASB issued ASU No. 2025-06, “Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Simplifying the
Accounting for Internal-Use Software.” The updated guidance changes the capitalization criteria for internal-use software by replacing the existing stage-based
model with a principles-based approach focused on the point at which management authorizes the software project, funding is approved, and it is probable that
the software will be completed and used as intended. Costs that do not directly relate to the development of internal-use software, such as training, data
conversion, and ongoing maintenance, will continue to be expensed as incurred. This standard is effective for annual and interim periods beginning after
December 15, 2026, and interim periods within those fiscal years. Early adoption is permitted and the standard will be applied prospectively. Cadence does not
expect the adoption of this ASU to have a material impact on its consolidated financial statements or disclosures.

Interim Reporting

In December 2025, the FASB issued ASU 2025-11, “Interim Reporting (Topic 270) Narrow-Scope Improvements,” which provides clarifications intended to
improve the consistency and usability of interim disclosure requirements, including a comprehensive listing of required interim disclosures and a new disclosure
principle for reporting material events occurring after the most recent annual period. The amendments do not change the underlying objectives of interim
reporting but are designed to enhance clarity in application. The guidance is effective for annual and interim periods beginning after December 15, 2027.
Cadence is currently evaluating the impact of adopting this ASU on its consolidated financial statements and disclosures.

NOTE 2. ACQUISITIONS

Acquisition of Hexagon Design and Engineering Business

On February 23, 2026, Cadence acquired all of the outstanding equity of the design and engineering (‘D&E”) business of Hexagon Smart Solutions AB.
The aggregate purchase consideration paid to Hexagon, net of cash acquired of $154.6 million, was $2.9 billion. The aggregate purchase consideration was
comprised of $2.2 billion of cash and non-cash consideration of 3.2 million shares of Cadence common stock with an aggregate acquisition date fair value of
$902.2 million. This acquisition is expected to expand Cadence’s System Design and Analysis (“SD&A”) portfolio, building upon its acquisition of BETA CAE in
fiscal 2024.

The total purchase consideration was allocated to the assets acquired and liabilities assumed with Cadence’s acquisition of the D&E business based on
their respective fair values on the acquisition date as follows:

Fair Value
(In thousands)
surrent assets $ 264,438
Soodwill 2,166,243
\cquired intangibles 1,248,000
dther assets 18,317
Total assets acquired 3,696,998
Surrent liabilities 266,140
.ong-term liabilities 329,850
Total liabilities assumed 595,990
‘otal purchase consideration $ 3,101,008




The recorded goodwill is attributed to intangible assets that do not qualify for separate recognition, including the acquired assembled workforce and
expected synergies, and is not expected to be deductible for U.S. income tax purposes.

Definite-lived intangible assets acquired with Cadence’s acquisition of the D&E business were as follows:

Weighted Average Amortization

Fair Value Period
(In thousands) (in years)
Existing technology $ 723,000 7.9 years
Agreements and relationships 507,000 7.7 years
Tradenames, trademarks and patents 18,000 6.0 years
Total acquired intangibles with definite lives $ 1,248,000 7.8 years

As of March 31, 2026, the allocation of purchase consideration to the acquired assets and assumed liabilities from the D&E business was preliminary.
Cadence will continue to evaluate the estimates and assumptions used to derive the fair value of certain acquired assets and assumed liabilities, including
operating assets and liabilities, certain long-lived assets and income tax-related assets and liabilities, during the measurement period (up to one year from the
acquisition date). The allocation of purchase consideration may change materially as additional information about conditions existing at the acquisition date
becomes available.

Pro Forma Financial Information (Unaudited)

The financial information in the table below summarizes the combined results of operations of Cadence and the D&E business, on a pro forma basis, as
though the businesses had been combined as of the beginning of the periods presented.

The pro forma financial information includes adjustments to amortization for intangible assets acquired, stock-based compensation costs, interest expense
for acquisition financing, adjustments to align lease expense and transaction costs incurred due to acquisition. The pro forma financial information is presented
for informational purposes only and is not indicative of the results of operations that would have been achieved if the D&E business had been acquired as of the
beginning of the periods presented or of results that may occur in the future.

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Pro forma total revenue $ 1,537,815 $ 1,326,979
Pro forma net income 319,131 261,347

Other 2026 Acquisitions

During the first quarter of fiscal 2026, Cadence completed two other business combinations for aggregate cash consideration of $57.3 million, net of cash
acquired. The total purchase consideration was allocated to assets acquired and liabilities assumed based on their respective estimated fair values on the
acquisition dates. Cadence recorded $24.3 million of definite-lived intangible assets with a weighted average amortization period of 7.0 years. Cadence also
recognized $34.1 million of goodwill, which is primarily attributed to the assembled workforce of the acquired businesses. The majority of the goodwill recognized
with these acquisitions is expected to be deductible for tax purposes.

In connection with these acquisitions, Cadence paid additional immaterial amounts to third-party escrow agents that will be released to certain former
shareholders of the acquired businesses, subject to continued employment with Cadence, through the first quarter of fiscal 2030. The release of these funds is
subject to continuous service and other conditions and is accounted for over the required service period as post-acquisition compensation expense in Cadence’s
consolidated income statements.

As of March 31, 2026, the allocation of purchase consideration to the acquired assets and assumed liabilities from these acquisitions was preliminary.
Cadence will continue to evaluate the estimates and assumptions used to derive the fair value of certain acquired assets and assumed liabilities during the
measurement period (up to one year from the acquisition date). The allocation of purchase consideration may change materially as additional information about
conditions existing at the acquisition date becomes available.

Cadence has not presented pro forma financial information for any of the other 2026 acquisitions because the results of operations for these businesses
are not material to Cadence’s condensed consolidated financial statements.



Acquisition-Related Transaction Costs

Transaction costs associated with acquisitions, which consist of professional fees and administrative costs, are expensed as incurred and are included in
general and administrative expense in Cadence’s condensed consolidated income statements. During the three months ended March 31, 2026 and March 31,
2025, transaction costs associated with acquisitions were $6.5 million and $2.0 million, respectively.

NOTE 3. REVENUE

Cadence groups its products and services into categories related to major design activities. The following table shows the percentage of revenue
contributed by each of Cadence’s product categories for the three months ended March 31, 2026 and March 31, 2025:
Three Months Ended

March 31, March 31,
2026 2025
Core EDA* 71 % 71 %
Semiconductor IP (“IP”) 14 % 14 %
System Design and Analysis 15 % 15 %
Total 100 % 100 %

" Includes immaterial amount of revenue accounted for under leasing arrangements.

Cadence generates revenue from contracts with customers and applies judgment in identifying and evaluating any terms and conditions in contracts which
may impact revenue recognition. Certain of Cadence’s licensing arrangements allow customers the ability to remix among software products. Cadence also has
arrangements with customers that include a combination of products, with the actual product selection and number of licensed users to be determined at a later
date. For these arrangements, Cadence estimates the allocation of the revenue to product categories based upon the expected usage of products. Revenue by
product category fluctuates from period to period based on demand for products and services, and Cadence’s available resources to deliver them. No single
customer accounted for 10% or more of total revenue during the three months ended March 31, 2026 or March 31, 2025.

Recurring revenue includes revenue recognized over time from Cadence’s Core EDA software licensing arrangements, services, royalties, maintenance
on IP licenses and hardware, and operating leases of hardware. Other recurring revenue includes revenue recognized at a point in time for short-term software
arrangements that are typically renewed at least annually and revenue recognized at varying points in time over the term of other arrangements with non-
cancelable commitments, whereby the customer commits to a fixed dollar amount over a specified period of time that can be used to purchase from a list of
products. Arrangements that require future decisions on the performance obligations to be delivered do not meet the definition of a revenue contract until the
customer executes a separate selection form to identify the products and services that they are purchasing. Each separate selection form under the
arrangement is treated as an individual contract and accounted for based on the respective performance obligations.

The remainder of Cadence’s revenue is recognized at a point in time and is characterized as up-front revenue. Up-front revenue is primarily generated by
sales of hardware, individual IP licenses and SD&A software licenses with a term greater than one year. The percentage of Cadence’s recurring and up-front
revenue in any single fiscal period is primarily impacted by delivery of hardware and IP products to its customers.

The following table shows the percentage of Cadence’s revenue that is classified as recurring or up-front for the three months ended March 31, 2026 and
March 31, 2025:

Three Months Ended

March 31, March 31,
2026 2025
Revenue recognized over time 73 % 77 %
Other recurring revenue 4 % 5%
Recurring revenue 77 % 82 %
Up-front revenue 23 % 18 %
Total revenue 100 % 100 %




Significant Judgments

Cadence’s contracts with customers often include promises to transfer to a customer multiple software and/or IP licenses and services, including
professional services, technical support services, and rights to unspecified updates. Determining whether licenses and services are distinct performance
obligations that should be accounted for separately, or not distinct and thus accounted for together, requires significant judgment. In some arrangements, such
as most of Cadence’s IP license arrangements and the license of certain software, Cadence has concluded that the licenses and the related updates and
technical support are distinct from each other. In others, like Cadence’s time-based software arrangements, the licenses and certain services are not distinct
from each other. These time-based software arrangements include multiple software licenses and updates to the licensed software products, as well as technical
support, and Cadence has concluded that these promised goods and services are a single, combined performance obligation.

The accounting for contracts with multiple performance obligations requires the contract’s transaction price to be allocated to each distinct performance
obligation based on relative stand-alone selling price (“SSP”). Judgment is required to determine the SSP for each distinct performance obligation because
Cadence rarely licenses or sells products on a standalone basis. In instances where the SSP is not directly observable because Cadence does not sell the
license, product or service separately, Cadence determines the SSP using information that maximizes the use of observable inputs and may include market
conditions. Cadence typically has more than one SSP for individual performance obligations due to the stratification of those items by classes of customers and
circumstances. In these instances, Cadence may use information such as the size of the customer and geographic region of the customer in determining the
SSP.

Revenue is recognized over time for Cadence’s combined performance obligations that include software licenses, updates, technical support and
maintenance that are separate performance obligations with the same term. For Cadence’s professional services, revenue is recognized over time, generally
using costs incurred or hours expended to measure progress. Judgment is required in estimating project status and the costs necessary to complete projects. A
number of internal and external factors can affect these estimates, including labor rates, utilization and efficiency variances and specification and testing
requirement changes. For Cadence’s other performance obligations recognized over time, revenue is generally recognized using a time-based measure of
progress reflecting generally consistent efforts to satisfy those performance obligations throughout the arrangement term.

If a group of agreements are so closely related that they are, in effect, part of a single arrangement, such agreements are deemed to be one arrangement
for revenue recognition purposes. Cadence exercises significant judgment to evaluate the relevant facts and circumstances in determining whether the separate
agreements should be accounted for separately or as, in substance, a single arrangement. Cadence’s judgments about whether a group of contracts comprise a
single arrangement can affect the allocation of consideration to the distinct performance obligations, which could have an effect on results of operations for the
periods involved.

Cadence is required to estimate the total consideration expected to be received from contracts with customers. In limited circumstances, the consideration
expected to be received is variable based on the specific terms of the contract or based on Cadence’s expectations of the term of the contract. Generally,
Cadence has not experienced significant returns or refunds to customers. These estimates require significant judgment and a change in these estimates could
have an effect on its results of operations during the periods involved.

Contract Balances

The timing of revenue recognition may differ from the timing of invoicing to customers, and these timing differences result in receivables, contract assets,
or contract liabilities (deferred revenue) on Cadence’s condensed consolidated balance sheets. For certain software, hardware and IP agreements with payment
plans, Cadence records an unbilled receivable related to revenue recognized upon transfer of control because it has an unconditional right to invoice and receive
payment in the future related to those transferred products or services. Cadence records a contract asset when revenue is recognized prior to invoicing and
Cadence does not have the unconditional right to invoice or retains performance risk with respect to that performance obligation. Cadence records deferred
revenue when revenue is recognized subsequent to invoicing. For Cadence’s time-based software agreements, customers are generally invoiced in equal,
quarterly amounts, although some customers are invoiced in single or annual amounts.

The contract assets indicated below are included in prepaid expenses and other in the condensed consolidated balance sheets and primarily relate to
Cadence’s rights to consideration for work completed but not billed as of the balance sheet date on services and customized IP contracts. The contract assets
are transferred to receivables when the rights become unconditional, usually upon completion of a milestone.

Cadence’s contract balances as of March 31, 2026 and December 31, 2025 were as follows:

As of
March 31, December 31,
2026 2025
(In thousands)
Contract assets $ 39,599 $ 67,764
Deferred revenue 1,020,172 934,432
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Cadence recognized revenue of $399.0 million during the three months ended March 31, 2026, and $390.1 million during the three months ended
March 31, 2025, that was included in the deferred revenue balance at the beginning of each respective fiscal year. All other activity in deferred revenue, with the
exception of deferred revenue assumed from acquisitions, is due to the timing of invoices in relation to the timing of revenue as described above.

Payment terms and conditions vary by contract type, although terms generally include a requirement of payment within 30 to 60 days. In instances where
the timing of revenue recognition differs from the timing of invoicing, Cadence has determined that its contracts generally do not include a significant financing
component. The primary purpose of invoicing terms is to provide customers with simplified and predictable ways of purchasing Cadence’s products and services,
and not to facilitate financing arrangements.

Remaining Performance Obligations

Revenue allocated to remaining performance obligations represents the transaction price allocated to the performance obligations that are unsatisfied, or
partially unsatisfied, which includes unearned revenue and amounts that will be invoiced and recognized as revenue in future periods. Cadence has elected to
exclude the potential future royalty receipts from the remaining performance obligations. Contracted but unsatisfied performance obligations were $8.0 billion as
of March 31, 2026, which included $0.7 billion of non-cancelable commitments from customers where actual product selection and quantities of specific products
or services are to be determined by customers at a later date.

Cadence estimates its remaining performance obligations at a point in time. Actual amounts and timing of revenue recognition may differ from these
estimates largely due to changes in actual installation and delivery dates, as well as contract renewals, modifications and terminations. As of March 31, 2026,
Cadence expected to recognize 55% of the contracted but unsatisfied performance obligations, excluding non-cancelable commitments, as revenue over the
next 12 months, 43% over the next 13 to 36 months and the remainder thereafter.

Cadence recognized revenue of $24.6 million during the three months ended March 31, 2026, and $14.9 million during the three months ended March 31,
2025, from performance obligations satisfied in previous periods. These amounts represent royalties earned during the period and exclude contracts with
nonrefundable prepaid royalties. Nonrefundable prepaid royalties are recognized upon delivery of the IP because Cadence’s right to the consideration is not
contingent upon customers’ future shipments.

NOTE 4. RECEIVABLES, NET

Cadence’s current and long-term receivables balances as of March 31, 2026 and December 31, 2025 were as follows:

As of
March 31, December 31,
2026 2025
(In thousands)

Accounts receivable $ 516,273 $ 492,834
Unbilled accounts receivable 521,173 455,993
Long-term receivables 70,154 52,451
Total receivables 1,107,600 1,001,278
Less allowance for doubtful accounts (3,632) (3,888)
Total receivables, net $ 1,103,968 $ 997,390

Although most of Cadence’s revenue from its hardware business comes from sales of hardware, Cadence also leases its hardware products to some
customers. Revenue from leasing arrangements of its hardware product offerings is immaterial to Cadence’s condensed consolidated financial statements.
Assets subject to sales-type leases are reclassified at lease commencement and a net investment in the lease asset is recognized in unbilled accounts
receivable in Cadence’s condensed consolidated balance sheets. Cadence’s net investment in sales-type leases related to its hardware business was $144.6
million and $103.5 million as of March 31, 2026 and December 31, 2025, respectively. The portion of Cadence’s net investment in sales-type leases included in
long-term receivables was $51.3 million and $34.0 million as of March 31, 2026 and December 31, 2025, respectively.

Cadence’s customers are primarily concentrated within the semiconductor and electronics systems industries. As of March 31, 2026 and December 31,
2025, no single customer accounted for 10% or more of Cadence’s total receivables.
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NOTE 5. DEBT

Revolving Credit Facility

In August 2024, Cadence entered into a five-year senior unsecured revolving credit facility with a group of lenders led by Bank of America, N.A., as
administrative agent (the “Credit Facility”). The Credit Facility provides for borrowings up to $1.25 billion, with the right to request increased capacity up to an
additional $500.0 million upon the receipt of lender commitments, for total maximum borrowings of $1.75 billion. The Credit Facility expires on August 14, 2029.
Any outstanding loans drawn under the Credit Facility are due at maturity on August 14, 2029, subject to an option to extend the maturity date. Outstanding
borrowings may be repaid at any time prior to maturity. Cadence paid debt issuance costs of $1.3 million that were recorded to other assets in Cadence’s
condensed consolidated balance sheet at the inception of the agreement. The debt issuance costs will be amortized to interest expense over the term of the
Credit Facility.

Interest accrues on borrowings under the Credit Facility at a rate equal to, at Cadence’s option, either (1) secured overnight financing rate (“SOFR”) plus a
margin between 0.625% and 1.125% per annum, determined by reference to the credit rating of Cadence’s unsecured debt, plus a SOFR adjustment of 0.10%
or (2) the base rate plus a margin between 0.000% and 0.125% per annum, determined by reference to the credit rating of Cadence’s unsecured debt. Interest is
payable quarterly. A commitment fee ranging from 0.050% to 0.125% is assessed on the daily average undrawn portion of revolving commitments. Borrowings
bear interest at what is estimated to be current market rates of interest. Accordingly, the carrying value of the Credit Facility approximates fair value.

The Credit Facility contains customary negative covenants that, among other things, restrict Cadence’s ability to incur additional indebtedness, grant liens
and make certain asset dispositions. In addition, the Credit Facility contains financial covenants that require Cadence to maintain a funded debt to EBITDA ratio
not greater than 3.5 to 1, with a step up to 4 to 1 for one year following an acquisition by Cadence of at least $250.0 million that results in a pro forma leverage
ratio between 3.25 to 1 and 3.75 to 1. As of March 31, 2026, Cadence had outstanding borrowings under the Credit Facility of $425.0 million and was in
compliance with all covenants associated with the Credit Facility.

Senior Notes

Cadence’s outstanding long-term debt was as follows:

March 31, 2026 December 31, 2025
(In thousands)

Unamortized Unamortized

Discount and Discount and
Principal Issuance Costs Carrying Value Principal Issuance Costs Carrying Value
2027 Notes $ 500,000 $ (1,782) $ 498,218 $ 500,000 $ (2,073) $ 497,927
2029 Notes 1,000,000 (7,254) 992,746 1,000,000 (7,747) 992,253
2034 Notes 1,000,000 (9,794) 990,206 1,000,000 (10,030) 989,970
Total long-term debt $ 2,500,000 $ (18,830) $ 2,481,170 $ 2,500,000 $ (19,850) $ 2,480,150

In September 2024, Cadence issued $500.0 million aggregate principal amount of 4.200% Senior Notes due September 10, 2027 (the “2027 Notes”).
Cadence received net proceeds of $496.5 million from the issuance of the 2027 Notes, net of a discount of $0.1 million and issuance costs of $3.5 million. As of
March 31, 2026, the fair value of the 2027 Notes was $499.6 million.

In September 2024, Cadence issued $1.0 billion aggregate principal amount of 4.300% Senior Notes due September 10, 2029 (the “2029 Notes”).
Cadence received net proceeds of $989.8 million from the issuance of the 2029 Notes, net of a discount of $1.4 million and issuance costs of $8.8 million. As of
March 31, 2026, the fair value of the 2029 Notes was $1.0 billion.

In September 2024, Cadence issued $1.0 billion aggregate principal amount of 4.700% Senior Notes due September 10, 2034 (the “2034 Notes,” and
together with the 2027 Notes and the 2029 Notes, the “Senior Notes”). Cadence received net proceeds of $988.8 million from the issuance of the 2034 Notes,
net of a discount of $1.9 million and issuance costs of $9.3 million. As of March 31, 2026, the fair value of the 2034 Notes was $1.0 billion.

Cadence may redeem the Senior Notes, in whole or in part, at any time or from time to time, at redemption prices specified in the governing indenture. In
addition, Cadence may be required to repurchase Senior Notes upon occurrence of a change of control triggering event, as set forth in the governing indenture.
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The indenture governing the Senior Notes includes customary representations, warranties and restrictive covenants, including, but not limited to,
restrictions on Cadence’s ability to grant liens on certain assets, enter into certain sale and lease-back transactions, or merge, consolidate or sell assets, and
also includes customary events of default. As of March 31, 2026, Cadence was in compliance with all covenants associated with the Senior Notes.

Both the discount and issuance costs are being amortized to interest expense over the term of the Senior Notes using the effective interest method.
Interest on the Senior Notes is payable semi-annually in arrears in March and September of each year. The Senior Notes are unsecured and rank equal in right

of payment to all of Cadence’s existing and future senior indebtedness.

NOTE 6. GOODWILL AND ACQUIRED INTANGIBLES

Goodwill

The changes in the carrying amount of goodwill during the three months ended March 31, 2026 were as follows:

Gross Carrying

Amount
(In thousands)
Balance as of December 31, 2025 $ 2,749,143
Goodwill resulting from acquisitions 2,200,369
Effect of foreign currency translation (19,931)
Balance as of March 31, 2026 $ 4,929,581
Acquired Intangibles, Net
Acquired intangibles as of March 31, 2026 were as follows:
Gross Carrying Accumulated Acquired
Amount Amortization Intangibles, Net
(In thousands)
Existing technology $ 1,219,548 § (192,061) $ 1,027,487
Agreements and relationships 989,935 (129,341) 860,594
Tradenames, trademarks and patents 56,241 (11,060) 45,181
Total acquired intangibles $ 2,265,724 $ (332,462) $ 1,933,262
Acquired intangibles as of December 31, 2025 were as follows:
Gross Carrying Accumulated Acquired
Amount Amortization Intangibles, Net
(In thousands)
Existing technology $ 590,211 $ (256,589) $ 333,622
Agreements and relationships 470,334 (114,697) 355,637
Tradenames, trademarks and patents 40,984 (12,020) 28,964
Total acquired intangibles $ 1,101,529 $ (383,306) $ 718,223

Amortization expense from existing technology is included in cost of product and maintenance. Amortization expense for the three months ended

March 31, 2026 and March 31, 2025 by condensed consolidated income statement caption was as follows:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Cost of product and maintenance $ 30,739 $ 16,494
Amortization of acquired intangibles 20,210 8,922
Total amortization of acquired intangibles $ 50,949 $ 25,416
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As of March 31, 2026, the estimated amortization expense for intangible assets with definite lives was as follows for the following five fiscal years and
thereafter:

(In thousands)

2026 - remaining period $ 234,712
2027 290,341
2028 282,970
2029 258,884
2030 214,618
2031 191,684
Thereafter 460,053

Total estimated amortization expense $ 1,933,262

NOTE 7. STOCK-BASED COMPENSATION

Stock-based compensation expense is reflected in Cadence’s condensed consolidated income statements for the three months ended March 31, 2026 and
March 31, 2025 as follows:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Cost of product and maintenance $ 3,006 $ 2,154
Cost of services 3,421 2,466
Marketing and sales 24,102 21,671
Research and development 87,341 67,089
General and administrative 20,313 14,233
Total stock-based compensation expense $ 138,183 $ 107,613

Cadence had total unrecognized compensation expense related to stock option and restricted stock grants of $1.1 billion as of March 31, 2026, which is
expected to be recognized over a weighted average vesting period of 2.3 years.

NOTE 8. STOCK REPURCHASE PROGRAM

Cadence is authorized to repurchase shares of its common stock under a publicly announced program that was most recently increased by its Board of
Directors in May 2025. The actual timing and amount of repurchases are subject to business and market conditions, corporate and regulatory requirements,
stock price, acquisition opportunities and other factors. As of March 31, 2026, $1.2 billion of Cadence’s share repurchase authorization remained available to
repurchase shares of Cadence common stock.

The shares repurchased under Cadence’s repurchase authorizations and the total cost of repurchased shares, including commissions, during the three
months ended March 31, 2026 and March 31, 2025 were as follows:
Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Shares repurchased 671 1,361
Total cost of repurchased shares $ 200,000 $ 350,007
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NOTE 9. OTHER INCOME, NET
Cadence’s other income, net, for the three months ended March 31, 2026 and March 31, 2025 was as follows:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Interest income $ 18,265 $ 26,222
Gain on sale of IP and other assets — 11,500
Gain (loss) on investments 13,925 (13,291)
Loss on securities in Non-Qualified Deferred Compensation (“NQDC”) trust (2,826) (1,573)
Gain (loss) on foreign exchange (441) 809
Other expense, net (536) (377)
Total other income, net $ 28,387 $ 23,290

For additional information relating to Cadence’s investment activity, see Note 11 in the notes to condensed consolidated financial statements.
NOTE 10. NET INCOME PER SHARE

Basic net income per share is computed by dividing net income during the period by the weighted average number of shares of common stock outstanding
during that period, less unvested restricted stock awards. Diluted net income per share is impacted by equity instruments considered to be potential common
shares, if dilutive, computed using the treasury stock method of accounting.

The calculations for basic and diluted net income per share for the three months ended March 31, 2026 and March 31, 2025 are as follows:
Three Months Ended

March 31, March 31,
2026 2025

(In thousands, except per share amounts)

Net income $ 335,660 $ 273,579
Weighted average common shares used to calculate basic net income per share 272,061 271,973
Stock-based awards 1,664 1,658
Weighted average common shares used to calculate diluted net income per share 273,725 273,631
Net income per share - basic $ 123 $ 1.01
Net income per share - diluted $ 123 $ 1.00

The following table presents shares of Cadence’s common stock outstanding for the three months ended March 31, 2026 and March 31, 2025 that were
excluded from the computation of diluted net income per share because the effect of including these shares in the computation of diluted net income per share
would have been anti-dilutive:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Market-based awards 1,528 187
Options to purchase shares of common stock 192 234
Non-vested shares of restricted stock 1,186 190
Total potential common shares excluded 2,906 611
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NOTE 11. INVESTMENTS
Investments in Equity Securities

Marketable Equity Investments

Cadence’s investments in marketable equity securities consist of purchased shares of publicly held companies and are included in prepaid expenses and
other in Cadence’s condensed consolidated balance sheets. Changes in the fair value of these investments are recorded to other income, net in Cadence’s
condensed consolidated income statements. The carrying value of marketable equity investments was $59.8 million and $83.2 million as of March 31, 2026 and
December 31, 2025, respectively.

Non-Marketable Equity Investments

Cadence’s investments in non-marketable equity securities generally consist of stock or other instruments of privately held entities and are included in
other assets on Cadence’s condensed consolidated balance sheets. Cadence holds a 10.5% interest in a privately held company that is accounted for using the
equity method of accounting. The carrying value of this investment was $49.2 million and $51.0 million as of March 31, 2026 and December 31, 2025,
respectively.

Cadence records its proportionate share of net income from the investee, offset by amortization of basis differences, to other income, net in Cadence’s
condensed consolidated income statements. For the three months ended March 31, 2026 and March 31, 2025, Cadence recognized losses of $1.1 million and
$1.5 million, respectively.

Cadence also holds other non-marketable investments in privately held companies where Cadence does not have the ability to exercise significant
influence and the fair value of the investments is not readily determinable. The carrying value of these investments was $34.4 million and $16.6 million as of
March 31, 2026 and December 31, 2025, respectively. Gains and losses on these investments were not material to Cadence’s condensed consolidated financial
statements for the periods presented.

The portion of gains and losses included in Cadence’s condensed consolidated income statements related to equity securities still held at the end of the
period were as follows:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Net gains (losses) recognized on equity securities $ 14,003 $ (13,259)
Less: Net losses recognized on equity securities sold (734) —
Net gains (losses) recognized on equity securities still held $ 14,737 § (13,259)

Investments in Debt Securities

The following is a summary of Cadence’s available-for-sale debt securities recorded within prepaid expenses and other on its condensed consolidated
balance sheets:

As of March 31, 2026

Gross Unrealized Gross Unrealized Estimated
Amortized Cost Gains Losses Fair Value

(In thousands)

Available-for-sale debt securities

Mortgage-backed and asset-backed securities $ 79,480 $ 522 $ (362) $ 79,640
Total available-for-sale securities $ 79,480 $ 522§ (362) $ 79,640
As of December 31, 2025
Gross Unrealized Gross Unrealized Estimated
Amortized Cost Gains Losses Fair Value
(In thousands)
Available-for-sale debt securities

Mortgage-backed and asset-backed securities $ 70,317 $ 852 $ (199) $ 70,970
Total available-for-sale securities $ 70,317 $ 852 § (199) $ 70,970

16



Gross unrealized gains and losses are recorded as a component of accumulated other comprehensive loss on Cadence's condensed consolidated
balance sheets. As of March 31, 2026 and December 31, 2025, the fair value of available-for-sale debt securities in a continuous unrealized loss position for
greater than 12 months was $4.6 million and $6.6 million, respectively. The unrealized losses on these securities were not material.

As of March 31, 2026, the fair values of available-for-sale debt securities, by remaining contractual maturity, were as follows:

(In thousands)

Due within 1 year $ 776
Due after 1 year through 5 years 19,087
Due after 5 years through 10 years 29,944
Due after 10 years 29,833

Total $ 79,640

As of March 31, 2026, Cadence did not intend to sell any of its available-for-sale debt securities in an unrealized loss position, and it was more likely than
not that Cadence will hold the securities until maturity or a recovery of the cost basis.

NOTE 12. FAIR VALUE

Inputs to valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from independent sources, while
unobservable inputs reflect Cadence’s market assumptions. These two types of inputs have created the following fair value hierarchy:

* Level 1 — Quoted prices for identical instruments in active markets;

+ Level 2 — Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active,
and model-derived valuations in which all significant inputs and significant value drivers are observable in active markets; and

* Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are unobservable.

This hierarchy requires Cadence to minimize the use of unobservable inputs and to use observable market data, if available, when determining fair value.
Cadence recognizes transfers between levels of the hierarchy based on the fair values of the respective financial instruments at the end of the reporting period
in which the transfer occurred. There were no transfers between levels of the fair value hierarchy during the three months ended March 31, 2026.

On a quarterly basis, Cadence measures at fair value certain financial assets and liabilities. The fair value of financial assets and liabilities was determined
using the following levels of inputs as of March 31, 2026 and December 31, 2025:

Fair Value Measurements as of March 31, 2026
Total Level 1 Level 2 Level 3
(In thousands)

Assets
Cash equivalents:
Money market funds $ 670,942 $ 670,942 $ — 3 —
Marketable securities:
Marketable equity securities 59,846 59,846 — —
Mortgage-backed and asset-backed securities 79,640 — 79,640 —
Securities held in NQDC trust 112,507 112,507 — —
Total Assets $ 922,935 $ 843,295 $ 79,640 $ —
Total Level 1 Level 2 Level 3
(In thousands)
Liabilities
Foreign currency exchange contracts $ 17,418 $ — 3 17,418  $ —
Total Liabilities $ 17,418 $ — 3 17,418  § —
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Fair Value Measurements as of December 31, 2025
Total Level 1 Level 2 Level 3
(In thousands)

Assets
Cash equivalents:
Money market funds $ 2,100,210 $ 2,100,210 $ — 3 —
Marketable securities:
Marketable equity securities 83,244 83,244 — —
Mortgage-backed and asset-backed securities 70,970 — 70,970 —
Securities held in NQDC trust 117,732 117,732 — —
Total Assets $ 2,372,156 $ 2,301,186 $ 70,970 $ —
Total Level 1 Level 2 Level 3
(In thousands)
Liabilities
Foreign currency exchange contracts $ 25999 $ — 3 25999 $ —
Total Liabilities $ 25,999 $ — § 25999 $ —

Level 1 Measurements

Cadence’s cash equivalents held in money market funds, marketable equity securities and the trading securities held in Cadence’s NQDC trust are
measured at fair value using Level 1 inputs.

Level 2 Measurements

The valuation techniques used to determine the fair value of Cadence’s investments in marketable debt securities, foreign currency forward exchange
contracts and Senior Notes are classified within Level 2 of the fair value hierarchy. For additional information relating to Cadence’s debt arrangements, see Note
5 in the notes to condensed consolidated financial statements.

Level 3 Measurements

During the three months ended March 31, 2026, Cadence acquired intangible assets of $1.3 billion primarily through its acquisition of the D&E business.
The fair value of the intangible assets acquired was determined using variations of the income approach that utilizes unobservable inputs classified as Level 3
measurements.

For existing technology acquired with the D&E business, the fair value was determined by applying the relief-from-royalty method. This method is based on
the application of a royalty rate to forecasted revenue to quantify the benefit of owning the intangible asset rather than paying a royalty for use of the asset. To
estimate royalty savings over time, Cadence projected revenue from the acquired existing technology over the estimated remaining life of the technology,
including the effect of assumed technological obsolescence, before applying an assumed royalty rate. Cadence assumed technological obsolescence between
7% and 17% annually, before applying an assumed royalty rate between 35% and 40% and a discount rate of 10%.

For agreements and relationships acquired with the D&E business, the fair value was determined by using the multi-period excess earnings method. This
method reflects the present value of the projected cash flows that are expected to be generated from existing customers, less charges representing the
contribution of other assets to those cash flows. Projected income from existing customer relationships was determined using a customer retention rate between
90% and 98%. The present value of operating cash flows from existing customers was determined using a discount rate between 6% and 10%.

For additional information relating to Cadence’s acquisitions, see Note 2 in the notes to condensed consolidated financial statements.
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NOTE 13. BALANCE SHEET COMPONENTS

A summary of certain balance sheet components as of March 31, 2026 and December 31, 2025 is as follows:

As of
March 31, December 31,
2026 2025
(In thousands)
Inventories:
Raw materials $ 255241  $ 245,487
Work-in-process 12,319 14,665
Finished goods 50,391 43,393
Inventories $ 317,951  $ 303,545

Accounts payable and accrued liabilities:

Trade accounts payable $ 88,167 $ 93,491
Payroll and payroll-related accruals 293,081 384,424
Income taxes payable, current 234,946 70,155
Other accrued operating liabilities 247,716 308,786

Accounts payable and accrued liabilities $ 863,910 $ 856,856

Other long-term liabilities:

Operating lease liabilities $ 177,184 $ 136,289
Deferred income taxes 351,475 47,997
Other accrued liabilities 217,980 223,243

Other long-term liabilities $ 746,639 $ 407,529

NOTE 14. COMMITMENTS AND CONTINGENCIES

Legal Proceedings

From time to time, Cadence is involved in various disputes and litigation that arise in the ordinary course of business. These include disputes and legal
proceedings related to intellectual property, indemnification obligations, mergers and acquisitions, licensing, contracts, customers, products, distribution and
other commercial arrangements and employee relations matters. Cadence is also subject from time to time to inquiries, investigations and regulatory
proceedings involving governments and regulatory agencies in the jurisdictions in which Cadence operates. At least quarterly, Cadence reviews the status of
each significant matter and assesses its potential financial exposure. If the potential loss from any claim or legal proceeding is considered probable and the
amount or the range of loss can be estimated, Cadence accrues a liability for the estimated loss. Legal proceedings are subject to uncertainties, and the
outcomes are difficult to predict. Because of such uncertainties, accruals are based on Cadence’s judgments using the best information available at the time. As
additional information becomes available, Cadence reassesses the potential liability related to pending claims and legal proceedings and may revise estimates.

As previously disclosed, in July 2025, Cadence reached a settlement with each of BIS and the U.S. Department of Justice (“DOJ”) that resolved matters
relating to export violations that took place between 2015 and 2021. As part of the settlements, Cadence entered into a plea agreement with the DOJ pursuant to
which Cadence agreed to plead guilty to one count of conspiracy to commit export controls violations. In addition, Cadence entered into an administrative
settlement agreement with BIS. The agreements include ongoing audit, compliance and other obligations.

Other Contingencies

Cadence provides its customers with a warranty on sales of hardware products, generally for a 90-day period. Cadence did not incur any significant costs
related to warranty obligations during the three months ended March 31, 2026 or March 31, 2025.

Cadence’s product license and services agreements typically include a limited indemnification provision for claims from third parties relating to Cadence’s
intellectual property. If the potential loss from any indemnification claim is considered probable and the amount or the range of loss can be estimated, Cadence
accrues a liability for the estimated loss.

Cadence did not incur any material losses from indemnification claims during the three months ended March 31, 2026 or March 31, 2025.
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NOTE 15. ACCUMULATED OTHER COMPREHENSIVE LOSS

Accumulated other comprehensive loss was comprised of the following as of March 31, 2026 and December 31, 2025:

As of
March 31, December 31,
2026 2025
(In thousands)
Foreign currency translation gains (losses) $ (23,232) $ 14,266
Changes in defined benefit plan liabilities (10,792) (10,293)
Unrealized losses on derivatives designated as hedging instruments (6,227) (6,431)
Unrealized gains on available-for-sale debt securities 161 653
Total accumulated other comprehensive loss $ (40,090) $ (1,805)

For the three months ended March 31, 2026 and March 31, 2025, there were no significant amounts reclassified from accumulated other comprehensive
loss to net income.

NOTE 16. SEGMENT REPORTING

Segment reporting is based on the “management approach,” following the method that management organizes the company’s reportable segments for
which separate financial information is made available to, and evaluated regularly by, the chief operating decision maker in allocating resources and in assessing
performance. Cadence operates as one operating segment. Cadence’s chief operating decision maker (“CODM”) is its CEO. The CODM makes decisions on
resource allocation and assesses performance of the business based on Cadence’s consolidated results, including net income.

For additional information on Cadence’s revenue, including the nature and timing of revenue from contracts with customers, see Note 3 in the notes to
condensed consolidated financial statements. The following table presents revenue, significant expenses and net income for the three months ended March 31,
2026 and March 31, 2025:

Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Revenue $ 1,474,220 $ 1,242,366
Costs and Expenses:

Salary, benefits and other employee-related costs 580,104 542,655
Stock based compensation 138,183 107,613
Manufacturing costs 110,850 81,666
Facilities and other infrastructure costs 54,958 43,836
Depreciation and amortization 84,622 52,916
Professional services 53,800 32,461
Restructuring 5) (109)
Other segment items‘" 10,257 22,740
Interest income (18,265) (26,222)
Interest expense 31,613 29,118
Provision for income taxes 92,443 82,113
Net income $ 335,660 $ 273,579

(1) Other segment items include direct costs for advertising, marketing events, travel, entertainment, bad debt and other operating expense categories that are not
considered significant individually. It also includes non-operating expenses such as gains and losses on investments, foreign currency and other non-operating

expenses that are not considered significant individually.
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Outside the United States, Cadence markets and supports its products and services primarily through its subsidiaries. Revenue is attributed to geography
based upon the country in which the product is used, or services are delivered. Long-lived assets are attributed to geography based on the country where the
assets are located.

The following table presents a summary of revenue by geography for the three months ended March 31, 2026 and March 31, 2025:
Three Months Ended

March 31, March 31,
2026 2025
(In thousands)
Americas:
United States $ 600,770 $ 568,967
Other Americas 55,299 29,612
Total Americas 656,069 598,579
Asia:
China 189,369 139,381
Japan 92,647 68,151
Other Asia 294,722 240,512
Total Asia 576,738 448,044
Europe, Middle East and Africa (‘EMEA”) 241,413 195,743
Total $ 1,474,220 $ 1,242,366

The following table presents a summary of long-lived assets by geography as of March 31, 2026 and December 31, 2025:

As of
March 31, December 31,
2026 2025
(In thousands)
\mericas:
United States $ 467,651 $ 439,902
Other Americas 10,674 10,114
Total Americas 478,325 450,016
\sia:
China 21,050 23,014
India 125,357 92,470
Japan 4,769 4,079
Other Asia 17,370 18,374
Total Asia 168,546 137,937
IMEA 111,322 105,015
Total $ 758,193 $ 692,968
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the condensed consolidated financial statements and notes thereto included in this Quarterly
Report on Form 10-Q (this “Quarterly Report”) and in conjunction with our Annual Report on Form 10-K for the fiscal year ended December 31, 2025 (our
“Annual Report”). This Quarterly Report contains statements that are not historical in nature, are predictive, or that depend upon or refer to future events or
conditions or contain other forward-looking statements. Statements including, but not limited to, statements regarding the extent, timing and mix of future
revenues and customer demand; the deployment of our products and services; the impact of the macroeconomic and geopolitical environment, including but not
limited to, expanded trade controls, tariffs, conflicts around the world, volatility in foreign currency exchange rates, inflation and changes in interest rates; the
impact of government actions; future costs, expenses, tax rates and uses of cash; legal, administrative and tax proceedings, including our settlements with BIS
and the DOJ and ongoing obligations; restructuring actions and associated charges and benefits; pending acquisitions, the accounting for acquisitions and
integration of acquired businesses; and other statements using words such as “anticipates,” “believes,” “could,” “estimates,” “expects,” “forecasts,” “intends,”
“‘may,” “plans,” “projects,” “should,” “targets,” “will” and “would,” and words of similar import and the negatives thereof, constitute forward-looking statements.
These statements are predictions based upon our current expectations about future events. Actual results could vary materially as a result of certain factors,
including, but not limited to, those expressed in these statements. We refer you to the “Results of Operations,” “Quantitative and Qualitative Disclosures About
Market Risk,” and “Liquidity and Capital Resources” sections contained in this Quarterly Report, the "Risk Factors" section contained in our Annual Report and
this Quarterly Report, and the risks discussed in our other Securities and Exchange Commission (“SEC”) filings, which identify important risks and uncertainties
that could cause actual results to differ materially from those contained in the forward-looking statements.

We urge you to consider these factors carefully in evaluating the forward-looking statements contained in this Quarterly Report. All subsequent written or
oral forward-looking statements attributable to our company or persons acting on our behalf are expressly qualified in their entirety by these cautionary
statements. The forward-looking statements included in this Quarterly Report are made only as of the date of this Quarterly Report. We disclaim any obligation to
update these forward-looking statements, except as required by law.

” o« ” o«

As used in this Quarterly Report on Form 10-Q, “we,” “us,” “our company” and "Cadence” mean Cadence Design Systems, Inc. and our subsidiaries,

unless the context indicates or requires otherwise.

Business Overview

Cadence® is a global technology leader that develops computational, Al-driven software, accelerated hardware, and silicon intellectual property (“IP”)
products and solutions. Our customers include semiconductor companies that design and manufacture integrated circuits (“ICs”), as well as systems companies
that design and manufacture electromechanical systems containing various types of semiconductor and other electronics. Our products and solutions empower
our customers to design and verify and bring to life new and innovative products. Our mission is to empower the world’s most innovative companies to deliver
extraordinary electronic products that drive the global economy and improve everyday life.

Our customers include semiconductor companies that design and manufacture semiconductor devices, as well as systems companies that design and
manufacture products containing many different types of semiconductors. Semiconductors, also referred to as integrated circuits (“ICs”), or chips, are integral
components in a wide range of products across multiple industries, including both industrial and consumer end markets. As our customers tackle the challenges
of designing increasingly intricate systems, they rely on our advanced Al-driven computational software, hardware, IP, and services to manage this complexity
without proportional cost increases. Our products and solutions are critical for optimizing the performance, power, and area (“PPA”) of semiconductors and
electronic systems while accelerating time-to-market.

In alignment with our intelligent system design (“ISD”) strategy, we organize our offerings into three tightly integrated product categories: Core EDA,
Semiconductor IP, and System Design and Analysis (“SD&A”). Core EDA encompasses the software, hardware, and services essential for the design and
verification of a wide range of semiconductors. Our Semiconductor IP portfolio includes silicon subsystems, software, and related services that accelerate the
semiconductor design process. The SD&A category provides solutions and services that enable the design and verification of complete electronic systems, from
printed circuit boards to complex system assemblies. These offerings are tightly integrated to provide complete design solutions for our customers.

For additional information about our products, see the discussion in ltem 1, “Business,” under the heading “Product Categories,” in our Annual Report.

Management uses certain performance indicators to manage our business, including revenue, certain elements of operating expenses and cash flow from
operations, and we describe these items further below under the headings “Results of Operations” and “Liquidity and Capital Resources.”

22



Acquisitions

As part of our ISD strategy, we invest in and acquire complementary businesses, joint ventures, services and technologies and IP rights. The size and
timing of these investments and acquisitions may affect comparability of revenue, expenses and cash flows between fiscal periods.

On February 23, 2026, we completed our acquisition of the design and engineering (“D&E”) business of Hexagon Smart Solutions AB. This acquisition is
expected to accelerate our ISD strategy by expanding our SD&A portfolio, building upon our acquisition of BETA CAE in fiscal 2024. The acquisition includes
substantially all of the subsidiaries and related assets comprising Hexagon's design and engineering business. For the three months ended March 31, 2026,
revenue associated with contracts assumed with our acquisition of the D&E business was primarily classified as product and maintenance revenue in our SD&A
product category, and cost of revenue associated with these contracts was primarily classified as cost of product and maintenance in our condensed
consolidated income statements.

Macroeconomic and Geopolitical Environment

Because we operate globally, our business is subject to the effects of economic downturns or recessions in the regions in which we do business, volatility
in foreign currency exchange rates relative to the U.S. dollar, inflation, changing interest rates, expanded trade control laws and regulations, imposition of new or
higher tariffs and geopolitical conflicts.

Trade control laws and regulations have been amended over the past years, including through the imposition of certain export control restrictions
concerning advanced node IC production in China and the inclusion of additional Chinese technology companies on the BIS “Entity List” and regulations
governing the sale of certain technologies. In furtherance of these regulations, effective September 29, 2025, BIS issued an interim final rule that extended the
export restrictions imposed on entities identified on the Entity List or the Military End-User List and other certain sanctioned parties, to entities that are 50% or
more owned by one or more such entities. However, on November 11, 2025, BIS published a one-year suspension of the new rule that is currently set to expire
on November 9, 2026, absent a future extension. We expect the impact of these current expanded trade control laws and regulations on our business to be
limited, but we will continue to monitor future developments.

In addition, U.S. President Trump has made a series of announcements regarding the imposition of new and higher U.S. tariffs on imports from many
countries, including China and Mexico. In response, China and other countries, as well as the European Union, have announced retaliatory tariffs on imports of
U.S. goods and other countermeasures. We are monitoring these actions, including any pauses, escalations, exemptions, removal of exemptions, court rulings,
refunds or replacements, with respect to the threatened or imposed tariffs, and will continue to assess their potential impact on our business either directly, such
as on our hardware business, or due to downstream effects.

We also continuously monitor geopolitical conflicts around the world, including the conflict with Iran and other conflicts in the Middle East, and assess their
impact on our business. To date, these conflicts have not materially limited our ability to develop or support our products and have not had a material impact on
our results of operations, financial condition, liquidity or cash flows.

While our business model provides some resilience against these factors, we will continue to monitor the direct and indirect impacts of these or similar
circumstances on our business and financial results. For additional information on the potential impact of macroeconomic conditions on our business, see the
“Risk Factors” section in our Annual Report and this Quarterly Report.

Critical Accounting Estimates

In preparing our condensed consolidated financial statements, we make assumptions, judgments and estimates that can have a significant impact on our
revenue, operating income and net income, as well as on the value of certain assets and liabilities on our condensed consolidated balance sheets. We base our
assumptions, judgments and estimates on historical experience and various other factors that we believe to be reasonable under the circumstances. Actual
results could differ materially from these estimates under different assumptions or conditions. At least quarterly, we evaluate our assumptions, judgments and
estimates, and make changes as deemed necessary.

For additional information about our critical accounting estimates, see the discussion in ltem 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” under the heading “Critical Accounting Estimates” in our Annual Report.

New Accounting Standards

For additional information about the adoption of new accounting standards, see Note 1 in the notes to condensed consolidated financial statements.
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Results of Operations

Our financial results reflect the following for the three months ended March 31, 2026 compared to the three months ended March 31, 2025 (unless
otherwise stated):

*  Growth in revenue from our hardware, software and IP offerings, including revenue from our recent acquisitions;

» Increases in operating expenses related to marketing, sales and research and development activities from continued investment in research and
development and technical sales support, including additional headcount from acquisitions; and

* Increased amortization of acquired intangibles from our recent acquisitions.

Revenue

We primarily generate revenue from licensing our software and IP, selling or leasing our hardware products, providing maintenance for our software,
hardware and IP, providing engineering and cloud services and earning royalties generated from the use of our IP. The timing of our revenue is significantly
affected by the mix of software, hardware and IP products generating revenue in any given period and whether the revenue is recognized over time or at a point
in time, upon completion of delivery.

Recurring revenue includes revenue recognized over time from our Core EDA software licensing arrangements, services, royalties, maintenance on IP
licenses and hardware, and operating leases of hardware. Other recurring revenue includes revenue recognized at a point in time for short-term software
arrangements that are typically renewed at least annually and revenue recognized at varying points in time over the term of other arrangements with non-
cancelable commitments, whereby the customer commits to a fixed dollar amount over a specified period of time that can be used to purchase from a list of
products. Arrangements that require future decisions on the performance obligations to be delivered do not meet the definition of a revenue contract until the
customer executes a separate selection form to identify the products and services that they are purchasing. Each separate selection form under the
arrangement is treated as an individual contract and accounted for based on the respective performance obligations.

The remainder of our revenue is recognized at a point in time and is characterized as up-front revenue. Up-front revenue is primarily generated by our
sales of hardware products, individual IP licenses and SD&A software licenses with a term greater than one year. The percentage of our recurring and up-front
revenue and fluctuations in revenue within our geographies in any single fiscal period are primarily impacted by delivery of hardware and IP products to our
customers.

The following table shows the percentage of our revenue that is classified as recurring or up-front for the three months ended March 31, 2026 and
March 31, 2025:

Three Months Ended

March 31, March 31,
2026 2025
Revenue recognized over time 73 % 77 %
Other recurring revenue 4% 5%
Recurring revenue 77 % 82 %
Up-front revenue 23 % 18 %
Total revenue 100 % 100 %

The following table shows the percentage of recurring revenue for the twelve-month periods ending concurrently with our five most recent fiscal quarters:
Trailing Twelve Months Ended

March 31, December 31, September 30, June 30, March 31,
2026 2025 2025 2025 2025
Recurring revenue 79 % 80 % 80 % 80 % 82 %
Up-front revenue 21 % 20 % 20 % 20 % 18 %
Total 100 % 100 % 100 % 100 % 100 %

The percentage of revenue characterized as recurring compared to revenue characterized as up-front may vary between fiscal quarters. On an annual
basis, we expect recurring and up-front revenue as a percentage of total revenue to remain relatively consistent.
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Revenue by Period

The following table shows our revenue for the three months ended March 31, 2026 and March 31, 2025 and the change in revenue between periods:

Three Months Ended Change
March 31, March 31,
2026 2025 Amount Percentage
(In millions, except percentages)
Product and maintenance $ 1,3489 $ 1,109 $ 238.0 21 %
Services 125.3 131.5 (6.2) (5)%
Total revenue $ 1,4742 $ 1,2424 $ 231.8 19 %

Product and maintenance revenue increased during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
primarily due to growth in revenue from our software and hardware product offerings as a result of existing customers' continued investment in complex designs

for their products.
Services revenue may fluctuate from period to period based on the timing of fulfillment of our services and IP performance obligations.

No single customer accounted for 10% or more of total revenue during the three months ended March 31, 2026 or March 31, 2025.

Revenue by Product Category

The following table shows the percentage of revenue contributed by each of our product categories for the past five consecutive quarters:
Three Months Ended

March 31, December 31, September 30, June 30, March 31,
2026 2025 2025 2025 2025
Core EDA 71 % 69 % 71 % 71 % 71 %
Semiconductor IP 14 % 15 % 14 % 13 % 14 %
System Design and Analysis 15 % 16 % 15 % 16 % 15 %
Total 100 % 100 % 100 % 100 % 100 %

Revenue from any one product category as a percentage of total revenue may fluctuate from period to period based on the mix of products and services
sold in a given period and the timing of revenue recognition, particularly for our hardware, IP and SD&A software products for which revenue is recognized up-
front.

Revenue by Geography

The following table shows revenue by geographic region for the three months ended March 31, 2026 and March 31, 2025 and the change in revenue
between periods:

Three Months Ended Change
March 31, March 31,
2026 2025 Amount Percentage
(In millions, except percentages)
United States $ 600.8 $ 569.0 $ 31.8 6 %
Other Americas 55.3 29.6 25.7 87 %
China 189.4 139.4 50.0 36 %
Japan 92.6 68.2 24.4 36 %
Other Asia 294.7 240.5 54.2 23 %
Europe, Middle East and Africa (‘EMEA”) 241.4 195.7 45.7 23 %
Total revenue $ 14742 $ 1,2424 $ 231.8 19 %

During the three months ended March 31, 2026, as compared to the three months ended March 31, 2025, revenue in each of our six geographies
increased primarily due to continued demand for our software and hardware product offerings.
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Revenue by Geography as a Percent of Total Revenue:

Three Months Ended

March 31, March 31,
2026 2025
United States 41 % 46 %
Other Americas 4% 2%
China 13 % 11 %
Japan 6 % 6 %
Other Asia 20 % 19 %
EMEA 16 % 16 %
Total 100 % 100 %

Most of our revenue is transacted in the U.S. dollar. However, certain revenue transactions are denominated in foreign currencies. For an additional
description of how changes in foreign exchange rates affect our condensed consolidated financial statements, see the discussion under Item 3, “Quantitative and
Qualitative Disclosures About Market Risk — Foreign Currency Risk.”

Cost of Revenue

Three Months Ended Change
March 31, March 31,
2026 2025 Amount Percentage
(In millions, except percentages)
Cost of product and maintenance $ 1533 $ 116.7 $ 36.6 31 %
Cost of services 61.2 50.5 10.7 21 %

Cost of Product and Maintenance

Cost of product and maintenance includes costs associated with the sale and lease of our hardware products and licensing of our software and IP
products, certain employee salary and benefits and other employee-related costs, cost of our customer support services, amortization of technology-related
acquired intangibles, costs of technical documentation and royalties payable to third-party vendors. Cost of product and maintenance depends primarily on our
hardware product sales in any given period, but is also affected by employee salary and benefits and other employee-related costs, reserves for inventory, and
the timing and extent to which we acquire intangible assets, license third-party technology or IP, and sell our products that include such acquired or licensed
assets, technology or IP.

A summary of cost of product and maintenance is as follows:

Three Months Ended Change
March 31, March 31,
2026 2025 Amount Percentage
(In millions, except percentages)
Product and maintenance-related costs $ 1226 $ 1002 $ 22.4 22 %
Amortization of acquired intangibles 30.7 16.5 14.2 86 %
Total cost of product and maintenance $ 1533 $ 116.7 $ 36.6 31 %

The changes in product and maintenance-related costs for the three months ended March 31, 2026, as compared to the three months ended March 31,
2025, were due to the following:

Change
Three Months
Ended
(In millions)
Hardware product costs $ 18.7
Other items 3.7
Total change in product and maintenance-related costs $ 22.4
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Costs associated with our hardware products include components, assembly, testing, applicable reserves and overhead. These costs make our cost of
hardware products higher, as a percentage of revenue, than our cost of software and IP products. Hardware product costs increased during the three months
ended March 31, 2026, as compared to the three months ended March 31, 2025, primarily due to increased installations of our hardware products.

Amortization of acquired intangibles included in cost of product and maintenance may fluctuate from period to period depending on the timing of newly
acquired assets relative to assets becoming fully amortized in any given period. The increase in amortization of intangibles during the three months ended
March 31, 2026, as compared to the three months ended March 31, 2025, is primarily due to definite-lived intangible assets acquired with our acquisition of the
D&E business.

Cost of Services

Cost of services primarily includes employee salary, benefits and other employee-related costs to perform work on revenue-generating projects, costs to
maintain the infrastructure necessary to manage a services organization and provide cloud-based offerings, and direct costs associated with certain design
services. Cost of services may fluctuate from period to period based on our utilization of design services engineers on revenue-generating projects rather than
internal development projects and the timing of design service projects being completed.

Operating Expenses

Our operating expenses include marketing and sales, research and development, and general and administrative expenses. Factors that tend to cause our
operating expenses to fluctuate include changes in the number of employees due to hiring and acquisitions, industry trends for salary and other employee
benefits, the timing and nature of restricted stock grants, foreign exchange rate movements, acquisition-related costs, and volatility in variable compensation
programs that are driven by operating results. We expect our operating expenses will increase during the remainder of fiscal 2026, as compared to fiscal 2025,
due to our recent acquisitions.

Many of our operating expenses are transacted in various foreign currencies. We recognize lower expenses in periods when the U.S. dollar strengthens in
value against other currencies and we recognize higher expenses when the U.S. dollar weakens against other currencies. For an additional description of how
changes in foreign exchange rates affect our condensed consolidated financial statements, see the discussion in ltem 3, “Quantitative and Qualitative
Disclosures About Market Risk — Foreign Currency Risk.”

Three Months Ended Change
March 31, March 31,
2026 2025 Amount Percentage
(In millions, except percentages)
Marketing and sales $ 2115 $ 2027 $ 8.8 4%
Research and development 508.4 4391 69.3 16 %
General and administrative 88.2 63.1 251 40 %
Total operating expenses $ 808.1 $ 7049 $ 103.2 15 %

Our operating expenses, as a percentage of total revenue, for the three months ended March 31, 2026 and March 31, 2025 were as follows:
Three Months Ended

March 31, March 31,
2026 2025
Marketing and sales 14 % 16 %
Research and development 35% 35%
General and administrative 6 % 5%
Total operating expenses 55 % 56 %
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Marketing and Sales

The increase in marketing and sales expense for the three months ended March 31, 2026, as compared to the three months ended March 31, 2025, was
due to the following:

Change
Three Months
Ended
(In millions)

Salary, benefits and other employee-related costs $ 5.0
Professional services 2.6
Stock-based compensation 2.4
Marketing programs and events (3.5)
Other items 2.3
Total change in marketing and sales expense $ 8.8

Salary, benefits and other employee-related costs and stock-based compensation included in marketing and sales expense increased during the three
months ended March 31, 2026, as compared to the three months ended March 31, 2025, primarily due to our continued investment in attracting and retaining
talent dedicated to technical sales support, including additional headcount from acquisitions. We expect to continue attracting and retaining talent dedicated to
technical sales support through hiring and acquisitions.

Research and Development

The increase in research and development expense for the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
was due to the following:

Change
Three Months
Ended
(In millions)

Salary, benefits and other employee-related costs $ 34.8
Stock-based compensation 20.3
Facilities and other infrastructure costs 12.6
Other items 1.6
Total change in research and development expense $ 69.3

Salary, benefits and other employee-related costs and stock-based compensation included in research and development expense increased during the
three months ended March 31, 2026, as compared to the three months ended March 31, 2025, primarily due to our continued investment in attracting and
retaining talent for research and development activities, including additional headcount from acquisitions.

Facilities and other infrastructure costs included in research and development expense increased during the three months ended March 31, 2026, as
compared to the three months ended March 31, 2025, primarily due to our growing workforce. We expect to continue attracting and retaining talent dedicated to
research and development activities through hiring and acquisitions.

General and Administrative

The changes in general and administrative expense for the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
were due to the following:

Change
Three Months
Ended
(In millions)

Professional services $ 16.2
Stock-based compensation 6.1
Other items 2.8
Total change in general and administrative expense $ 25.1

28



Professional services increased during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025, primarily due to
increased legal and consulting services associated with acquisition-related activities.

Stock-based compensation included in general and administrative expense increased during the three months ended March 31, 2026, as compared to the
three months ended March 31, 2025, primarily due to incremental expense from equity awards granted to certain members of senior management.

Operating Margin

Operating margin represents income from operations as a percentage of total revenue. Our operating margin for the three months ended March 31, 2026
and the three months ended March 31, 2025 was as follows:

Three Months Ended

March 31, March 31,
2026 2025

Operating margin 29 % 29 %

Our operating margin may fluctuate from period to period depending on the mix of products and services sold during each period, the timing and
magnitude of restructuring plans and other significant, infrequent expenses. In addition, our acquisitions may result in incremental expenses, including
amortization of acquired intangibles, that exceed incremental revenue for a period of time.

Interest Expense
Three Months Ended

March 31, March 31,
2026 2025
(In millions)

Contractual cash interest expense:

Senior Notes $ 277 $ 27.7

Revolving Credit Facility 2.5 —
Amortization of debt discount and debt issuance costs:

Senior Notes 1.0 1.0

Revolving Credit Facility 0.1 0.1
Other 0.3 0.3

Total interest expense $ 316 $ 29.1

Interest expense increased during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025, primarily due to
incremental interest expense related to outstanding borrowings under our revolving credit facility. For additional information relating to our debt arrangements,
see Note 5 in the notes to condensed consolidated financial statements.

Other Income, Net

Other income, net consists primarily of interest earned on cash, cash equivalents and investments in debt securities, realized and unrealized gains and
losses from our investments in equity securities of other companies, gains and losses from investments held in the Nonqualified Deferred Compensation
(“NQDC”) trust and foreign exchange gains and losses. Other income, net may fluctuate from period to period based on levels of cash deposits, the change in
fair value of our marketable equity securities and movements in exchange gains and losses.

For additional information about other income, net, see Note 9 in the notes to condensed consolidated financial statements.
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Income Taxes

The following table presents the provision for income taxes and the effective tax rate for the three months ended March 31, 2026 and March 31, 2025:
Three Months Ended

March 31, March 31,
2026 2025
(In millions, except percentages)
Provision for income taxes $ 92.4 $ 82.1
Effective tax rate 21.6 % 23.1%

Our provision for income taxes for the three months ended March 31, 2026 was primarily attributable to federal, state and foreign income taxes on our
anticipated fiscal 2026 income. We also recognized tax benefits of $13.6 million related to stock-based compensation that vested or was exercised during the
period. The increase in our provision for income taxes during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
was primarily attributable to an increase in our earnings and nondeductible expenses.

Our provision for income taxes for the three months ended March 31, 2025 was primarily attributable to federal, state and foreign income taxes on our then
anticipated fiscal 2025 income. We also recognized tax benefits of $18.6 million related to stock-based compensation that vested or was exercised during the
period.

Our future effective tax rates may also be materially impacted by tax amounts associated with our foreign earnings at rates different from the United States
federal statutory rate, research credits, the tax impact of stock-based compensation, accounting for uncertain tax positions, business combinations, closure of
statutes of limitations or settlement of tax audits and changes in tax law. A significant amount of our foreign earnings is generated by our subsidiaries organized
in Ireland and Hungary. Our future effective tax rates may be adversely affected if our earnings were to be lower in countries where we have lower statutory tax
rates relative to earnings in countries where we have higher statutory tax rates. We currently expect that our fiscal 2026 effective tax rate will be approximately
26%. We expect that our quarterly effective tax rates will vary from our fiscal 2026 effective tax rate as a result of recognizing the income tax effects of stock-
based awards in the quarterly periods that the awards vest or are settled and other items that we cannot anticipate. For additional discussion about how our
effective tax rate could be affected by various risks, see the “Risk Factors” section in our Annual Report.

Liquidity and Capital Resources

As of
March 31, December 31,
2026 2025 Change
(In millions)
Cash and cash equivalents $ 1,406.7 $ 3,001.3 $ (1,594.6)
Net working capital 1,017.9 3,034.4 (2,016.5)

Cash and Cash Equivalents

As of March 31, 2026, our principal sources of liquidity consisted of $1,406.7 million of cash and cash equivalents as compared to $3.0 billion as of
December 31, 2025.

Our primary sources of cash and cash equivalents during the three months ended March 31, 2026 were proceeds from our revolving credit facility, cash
generated from operations and proceeds from the issuance of common stock resulting from stock purchases under our employee stock purchase plan and stock
options exercised during the period.

Our primary uses of cash and cash equivalents during the three months ended March 31, 2026 were payments related to business combinations,
repurchases of our common stock, payment of employee taxes on vesting of restricted stock, purchases of property, plant and equipment and purchases of
investments.

Approximately 79% of our cash and cash equivalents was held by our foreign subsidiaries as of March 31, 2026. Our cash and cash equivalents held by
our foreign subsidiaries may vary from period to period due to the timing of collections and repatriation of foreign earnings. We expect that current cash and cash
equivalent balances and cash flows that are generated from operations and financing activities will be sufficient to meet the needs of our domestic and
international operating activities and other capital and liquidity requirements, including acquisitions, investments and share repurchases, for at least the next 12
months and thereafter for the foreseeable future.

30



Net Working Capital

Net working capital is comprised of current assets less current liabilities, as shown on our condensed consolidated balance sheets. Our net working capital
varies from period to period due to changes in operating assets and liabilities and the timing of investing and financing activities. The decrease in our working
capital as of March 31, 2026, as compared to December 31, 2025, was primarily due to cash paid in business combinations.

Cash Flows from Operating Activities

Cash flows provided by operating activities during the three months ended March 31, 2026 and March 31, 2025 were as follows:
Three Months Ended

March 31, March 31,
2026 2025 Change
(In millions)
$ 3558 $ 487.0 $ (131.2)

Cash provided by operating activities

Cash flows provided by operating activities include net income, adjusted for certain non-cash items, as well as changes in the balances of certain assets
and liabilities. Our cash flows from operating activities are significantly influenced by business levels and the payment terms set forth in our customer
agreements. The decrease in cash flows from operating activities for the three months ended March 31, 2026, as compared to the three months ended

March 31, 2025, was primarily due to the timing of cash receipts from customers and the timing of cash disbursements for operating assets and liabilities.

Cash Flows Used for Investing Activities

Cash flows used for investing activities during the three months ended March 31, 2026 and March 31, 2025 were as follows:
Three Months Ended

March 31, March 31,
2026 2025 Change
(In millions)
$ (2,112.0) $ (21.8) $ (2,090.2)

Cash used for investing activities

Cash used for investing activities increased during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
primarily due to an increase in payments for business combinations, partially offset by an increase in proceeds from the sale and maturity of investments. We
expect to continue our investing activities, including purchasing property, plant and equipment, purchasing intangible assets, acquiring other companies and

businesses, and making investments.
For additional information relating to our acquisitions, see Note 2 in the notes to condensed consolidated financial statements.

Cash Flows From (Used for) Financing Activities

Cash flows from (used for) financing activities during the three months ended March 31, 2026 and March 31, 2025 were as follows:
Three Months Ended

March 31, March 31,
2026 2025 Change
(In millions)
$ 1745 § (345.8) $ 520.3

Cash provided by (used for) financing activities

Cash flows from financing activities increased during the three months ended March 31, 2026, as compared to the three months ended March 31, 2025,
primarily due to an increase in proceeds from our revolving credit facility, which were used for our acquisition of the D&E business. This was partially offset by a

decrease in payments for repurchases of common stock.
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Other Factors Affecting Liquidity and Capital Resources

Senior Notes

In September 2024, we issued $2.5 billion aggregate principal amount of senior notes, consisting of $500.0 million aggregate principal amount of 4.200%
Senior Notes due 2027 (the “2027 Notes”), $1.0 billion aggregate principal amount of 4.300% Senior Notes due 2029 (the “2029 Notes”) and $1.0 billion
aggregate principal amount of 4.700% Senior Notes due 2034 (the “2034 Notes” and together with the 2027 Notes and the 2029 Notes, the “Senior Notes”).
Interest on the Senior Notes is payable semi-annually in arrears in March and September of each year. As of March 31, 2026, we were in compliance with all
covenants associated with the Senior Notes.

Revolving Credit Facility

In August 2024, we entered into a five-year senior unsecured revolving credit facility with a group of lenders led by Bank of America, N.A., as administrative
agent (the “Credit Facility”). The Credit Facility provides for borrowings up to $1.25 billion, with the right to request increased capacity up to an additional $500.0
million upon receipt of lender commitments, for total maximum borrowings of $1.75 billion. The Credit Facility expires on August 14, 2029. Any outstanding loans
drawn under the Credit Facility are due at maturity on August 14, 2029, subject to an option to extend the maturity date. Outstanding borrowings may be repaid
at any time prior to maturity. Interest rates associated with the Credit Facility are variable, so interest expense is impacted by changes in the interest rates,
particularly for periods when there are outstanding borrowings under the revolving credit facility. Interest is payable quarterly. As of March 31, 2026, there were
$425.0 borrowings outstanding under the Credit Facility, and we were in compliance with all covenants associated with the Credit Facility.

For additional information relating to our debt arrangements, see Note 5 in the notes to condensed consolidated financial statements.

Stock Repurchase Program

We are authorized to repurchase shares of our common stock under a publicly announced program. In May 2025, our Board of Directors increased the
prior authorization to repurchase shares of our common stock by authorizing an additional $1.5 billion. The actual timing and amount of repurchases are subject
to business and market conditions, corporate and regulatory requirements, stock price, acquisition opportunities and other factors. Our repurchase authorization
does not obligate us to acquire a minimum number of shares, does not have an expiration date and may be modified, suspended or terminated without prior
notice. As of March 31, 2026, $1.2 billion of the share repurchase authorization remained available to repurchase shares of our common stock. See Part Il, Item
2, “Unregistered Sales of Equity Securities and Use of Proceeds” for additional information on share repurchases.

Other Liquidity Requirements
During the three months ended March 31, 2026, there were no material changes to our other liquidity requirements as reported in ltem 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” in our Annual Report.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Foreign Currency Risk

A material portion of our revenue, expenses and business activities are transacted in the U.S. dollar. In certain foreign countries where we price our
products and services in U.S. dollars, a decrease in value of the local currency relative to the U.S. dollar results in an increase in the prices for our products and
services compared to those products of our competitors that are priced in local currency. This could result in our prices being uncompetitive in certain markets.

In certain countries where we may invoice customers in the local currency, our revenue benefits from a weaker dollar and is adversely affected by a
stronger dollar. The opposite impact occurs in countries where we record expenses in local currencies. In those cases, our costs and expenses benefit from a
stronger dollar and are adversely affected by a weaker dollar. The fluctuations in our operating expenses outside the United States resulting from volatility in
foreign exchange rates are not generally moderated by corresponding fluctuations in revenue from existing contracts.

We enter into foreign currency forward exchange contracts to protect against currency exchange risks associated with existing assets, liabilities and other
commitments.

A foreign currency forward exchange contract acts as a hedge by increasing in value when underlying assets decrease in value or underlying liabilities
increase in value due to changes in foreign exchange rates. Conversely, a foreign currency forward exchange contract decreases in value when underlying
assets increase in value or underlying liabilities decrease in value due to changes in foreign exchange rates. These forward contracts are not designated as
accounting hedges, so the unrealized gains and losses are recognized in other income (expense), net, in advance of the actual foreign currency cash flows with
the fair value of these forward contracts being recorded as accrued liabilities or other current assets.

We do not use forward contracts for trading purposes. Our forward contracts generally have maturities of 90 days or less. We enter into foreign currency
forward exchange contracts based on estimated future asset and liability exposures, and the effectiveness of our hedging program depends on our ability to
estimate these future asset and liability exposures. Recognized gains and losses with respect to our current hedging activities will ultimately depend on how
accurately we are able to match the amount of foreign currency forward exchange contracts with actual underlying asset and liability exposures.
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The following table provides information about our foreign currency forward exchange contracts as of March 31, 2026. The information is provided in U.S.
dollar equivalent amounts. The table presents the notional amounts, at contract exchange rates, and the weighted average contractual foreign currency
exchange rates expressed as units of the foreign currency per U.S. dollar, which in some cases may not be the market convention for quoting a particular
currency. All of these forward contracts mature before or during May 2026.

Notional Weighted Average
Principal Contract Rate
(In millions)

Forward Contracts:

European Union euro $ 314.9 0.84
Japanese yen 307.0 155.80
British pound 111.5 0.73
Israeli shekel 100.3 3.12
Canadian dollar 93.6 1.35
Chinese renminbi 65.4 6.87
Swedish krona 47.3 9.07
Indian rupee 38.9 91.83
Taiwan dollar 21.8 31.74
Brazilian real 10.7 5.26
Swiss franc 7.9 0.76
Singapore dollar 6.1 1.27
Polish zloty 4.0 3.57
South Korean won 3.6 1,463.13

Total $ 1,133.0
Estimated fair value $ (17.4)

As of December 31, 2025, our foreign currency exchange contracts had an aggregate principal amount of $3.3 billion, and an estimated fair value of
$(26.0) million.

We have performed sensitivity analyses as of March 31, 2026 and December 31, 2025, using a modeling technique that measures the change in the fair
values arising from a hypothetical 10% change in the value of the U.S. dollar relative to applicable foreign currency exchange rates, with all other variables held
constant. The foreign currency exchange rates we used in performing the sensitivity analysis were based on market rates in effect at each respective date. The
sensitivity analyses indicated that a hypothetical 10% decrease in the value of the U.S. dollar would result in an increase to the fair value of our foreign currency
forward exchange contracts of $5.8 million and a decrease of $213.1 million as of March 31, 2026 and December 31, 2025, respectively, while a hypothetical
10% increase in the value of the U.S. dollar would result in an increase to the fair value of our foreign currency forward exchange contracts of $0.2 million and
$219.4 million as of March 31, 2026 and December 31, 2025, respectively.

We actively monitor our foreign currency risks, but our foreign currency hedging activities may not substantially offset the impact of fluctuations in currency
exchange rates on our results of operations, cash flows and financial position.

Interest Rate Risk

Our exposure to market risk for changes in interest rates relates primarily to our portfolio of cash, cash equivalents, investments in debt securities and any
balances outstanding on our Credit Facility. We are exposed to interest rate fluctuations in many of the world’s leading industrialized countries, but our interest
income and expense is most sensitive to fluctuations in the general level of United States interest rates. In this regard, changes in United States interest rates
affect the interest earned on our cash and cash equivalents and the costs associated with foreign currency hedges. All highly liquid securities with a maturity of
three months or less at the date of purchase are considered to be cash equivalents. The carrying value of our interest-bearing instruments approximated fair
value as of March 31, 2026.

Our investments in debt securities had a fair value of $79.6 million and $71.0 million as of March 31, 2026 and December 31, 2025, respectively, that may
decline in value if market interest rates rise. As of March 31, 2026 and December 31, 2025, an increase in the market rates of interest of 1% would result in a
decrease in the fair values of our marketable debt securities of $3.3 million and $2.8 million, respectively.

Interest rates under our Credit Facility are variable, so interest expense could be adversely affected by changes in interest rates, particularly for periods
when we maintain an outstanding balance. As of March 31, 2026, we had outstanding borrowings under the Credit Facility of $425.0 million.
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Interest rates for our Credit Facility can fluctuate based on changes in market interest rates and in interest rate margins that vary based on the credit
ratings of our unsecured debt. Assuming all loans were fully drawn and we were to fully exercise our right to increase borrowing capacity under our Credit
Facility, each quarter point change in interest rates would result in a $4.4 million change in annual interest expense on our indebtedness under our Credit
Facility. For an additional description of the Credit Facility, see Note 5 in the notes to condensed consolidated financial statements.

Equity Price Risk
Equity Investments

We have a portfolio of equity investments that includes marketable equity securities and non-marketable investments. Our equity investments are made
primarily in connection with our strategic investment program. Under our strategic investment program, from time to time, we make cash investments in
companies with technologies that have the potential to be strategically important to us. For an additional description of our portfolio of equity investments, see
Note 11 in the notes to condensed consolidated financial statements.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), under the supervision and with the participation of
our management, including our Chief Executive Officer (“CEO”) and our Chief Financial Officer (“CFO”), we evaluated the effectiveness of the design and
operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of March 31, 2026.

Based on their evaluation as of March 31, 2026, our CEO and CFO have concluded that our disclosure controls and procedures were effective as of the
end of the period covered by this report to provide reasonable assurance that the information required to be disclosed by us in our reports filed or submitted
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated
and communicated to our management, including the CEO and CFO, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the fiscal quarter ended March 31, 2026 that materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our CEO and CFO, does not expect that our disclosure controls and procedures or our internal control over financial reporting
will prevent or detect all errors and all fraud. Internal control over financial reporting, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of internal control are met. Further, the design of internal control must reflect the fact that there are resource
constraints, and the benefits of the control must be considered relative to their costs. While our disclosure controls and procedures and internal control over
financial reporting are designed to provide reasonable assurance of their effectiveness, 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, within Cadence, have been detected.
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PART ll. OTHER INFORMATION

Item 1. Legal Proceedings

For information regarding pending legal proceedings, related matters and associated risks, see Note 14 in the notes to condensed consolidated financial
statements under Part |, Item 1 in this Quarterly Report and the “Risk Factors” section in our Annual Report and this Quarterly Report.

Item 1A. Risk Factors

Our operations and financial results are subject to various risks and uncertainties, including those described in the “Risk Factors” sections in our Annual
Report and this Quarterly Report, that could adversely affect our business, financial condition, results of operations, cash flows, liquidity, revenue, growth,
prospects, demand, reputation, and the trading price of our common stock, and make an investment in us speculative or risky. We have updated below two of
the risk factors in our Annual Report. The risks described in our Annual Report and this Quarterly Report do not include 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.

Uncertainty in the global economy and instability within international relations, including changes in governmental policies relating to
technology, may negatively affect our business and reduce our bookings levels and revenue.

Uncertainty caused by challenging global political and economic conditions, including inflation, interest rates, bank failures, government deficit concerns,
government shutdowns or political stalemates, geopolitical conflicts and other adverse 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 failure by the U.S. Congress to increase the U.S. federal debt ceiling 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 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.

Tensions are rising around the world, and there are a number of ongoing armed conflicts, including in Iran, other parts of the Middle East and Ukraine.
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. In addition, there is currently significant
uncertainty in the global economy and the future relationship among the United States and various other countries, caused by increased geopolitical instabilities
and changes in global trade policies. For example, the ongoing geopolitical and economic uncertainty between the United States and China, where we conduct
business and have derived a substantial percentage of our revenue, the unknown impact of current and future U.S. and Chinese trade regulations, including
tariffs and other trade restrictions, 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. Similarly, many of our suppliers, vendors and other entities with
whom we do business have strong ties to doing business in China and other countries impacted by recent tariffs and other trade restrictions. Their ability to
supply materials to us, buy products or services from us, or otherwise work with us is affected by their ability to do business in impacted countries. Moreover,
these tariffs and any other trade restrictions imposed on our suppliers could adversely affect our business, financial condition and results of operations through
reduced demand for our products and services, cancelled orders, supply chain disruptions, increased transaction costs and increased expenses.

Our future business and financial results, including demand for our products and services, are subject to considerable uncertainties that could impact our
stock price. 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, which could have a lasting impact on regional and global
economies and harm our business and operating results.
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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 reputation, business, financial condition and results of operations.

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 IT 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 information that relates to individuals and/or constitutes “personal data,” “personal information,” "personally identifiable
information" or similar terms under applicable data privacy laws (collectively “Personal Information”), as well as proprietary data such as trade secrets (together
with Personal Information, “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 increase the risk
of significant compromises or breaches of our IT Systems or security measures implemented to protect our systems. From time to time, we and certain of our
third-party service providers experience varying degrees of cyberattacks and other security incidents. Any such incidents could compromise our or our providers'
IT Systems, which could cause system disruptions or slowdowns and lead to the Confidential Information stored on our or third-party systems 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. For example, we
recently learned that a threat actor obtained a limited amount of Confidential Information from certain of our IT systems including a limited amount of test files,
configuration setting files and source code files which are not material to our business. We notified law enforcement, and we believe that the incident was
contained. There was no operational disruption, and customer environments were not impacted.

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 Al — that circumvent security controls, evade detection and remove forensic evidence. Techniques used to obtain unauthorized
access or to sabotage information systems change frequently and include zero-day software vulnerabilities that are unknown until exploited by threat actors. As
a result, we may be unable to promptly or effectively detect, investigate, remediate or recover from future attacks or incidents, or to avoid a material adverse
impact to our IT Systems, Confidential Information or business. Furthermore, state-supported and geopolitical-related cyberattacks against companies such as
ours may increase due to geopolitical conditions. A cyberattack on our IT Systems or IT Systems of one of our third-party providers or customers could result in
material adverse impacts due to 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 Personal Information; manipulation or stealing of financial data
and assets; and/or disruption of our systems and services and those of our customers and others. As a result, we could be exposed to a risk of loss or misuse of
Confidential Information, loss of financial assets, business interruption, regulatory investigations, litigation and other liabilities and costs.

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, including those that store our Confidential
Information, can materially impact our operations and financial results. 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 are susceptible to compromise. In addition, we have
acquired and continue to acquire companies with 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 and other integration risks. 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.

An actual or perceived breach of IT Systems or Confidential Information managed by us or a vendor could significantly impact our business through
diminished market perception of the effectiveness of our security measures, legal or regulatory actions, substantial fines, penalties and required changes to our
business practices, damage to our reputation or our business, loss of existing customers and our ability to obtain new customers (including government
customers), significant restoration, remediation and compliance costs, and cause harm to our financial condition. Any or all of the foregoing could materially
adversely affect our business, financial condition and results of operations. 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 applicable insurance will be available to us in the future on economically reasonable
terms or at all.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

We are authorized to repurchase shares of our common stock under a publicly announced program that was most recently increased by our Board of
Directors on May 8, 2025. Pursuant to this authorization, we may repurchase shares from time to time through open market repurchases, in privately negotiated
transactions or by other means, including accelerated share repurchase transactions or other structured repurchase transactions, block trades or pursuant to
trading plans intended to comply with Rule 10b5-1 of the Exchange Act. The actual timing and amount of repurchases are subject to business and market
conditions, corporate and regulatory requirements, stock price, acquisition opportunities and other factors. Our repurchase authorization does not obligate us to
acquire a minimum number of shares, does not have an expiration date and may be modified, suspended or terminated without prior notice.

The following table presents repurchases made under our publicly announced repurchase authorizations and shares surrendered by employees to satisfy
income tax withholding obligations during the three months ended March 31, 2026:

Approximate Dollar
Value of Shares that
May Yet
Total Number of Be Purchased Under

Total Number Average Shares Purchased Publicly Announced

. - as Part of ;
of Shares Price Paid Publicly Announced Plan Plan or Program ("
Period Purchased (" Per Share @ or Program ©) (In millions)
January 1, 2026 - January 31, 2026 224,814 $ 316.03 200,503 $ 1,338
February 1, 2026 - February 28, 2026 257,367 $ 289.63 218,709 $ 1,275
March 1, 2026 - March 31, 2026 271,905 $ 289.94 252,235 $ 1,202
Total 754,086 $ 297 .61 671,447

(1) Shares purchased that were not part of our publicly announced repurchase programs represent shares of restricted stock surrendered by employees to satisfy employee
income tax withholding obligations due upon vesting, and do not reduce the dollar value that may yet be purchased under our publicly announced repurchase programs.

(2) The weighted average price paid per share of common stock does not include the cost of commissions.
(3) Our publicly announced share repurchase program was originally announced on February 1, 2017 and most recently increased by an additional $1.5 billion on May 8, 2025.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

Insider Trading Arrangements

During the fiscal quarter ended March 31, 2026, our directors and officers (as defined in Rule 16a-1(f) under the Exchange Act) adopted or terminated the
contracts, instructions or written plans for the purchase or sale of our securities set forth in the table below.

Type of Trading

Arrangement
Adoption/ Total Shares of
Termination Common Stock to be
Name and Position Action Date Rule 10b5-1* Sold Expiration Date

Chin-Chi Teng, Senior Vice President and General Adoption 2/20/2026 X Up to 18,232 8/31/2026
Manager of the Digital and Signoff Group

James D. Plummer, Director Adoption™ 3/12/2026 X Up to 1,511 12/31/2026

Paul Cunningham, Senior Vice President and Adoption 3/16/2026 X Up to 24,000 6/15/2027

General Manager of the System Verification Group
* Contract, instruction or written plan intended to satisfy the affirmative defense conditions of Rule 10b5-1(c) under the Exchange Act.

(1) Adopted by the Plummer Family Trust U/A DTD 05/26/2011. The reporting person is a trustee of the trust.
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Item 6. Exhibits
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Exhibit Title

Amendment No. 1 dated February 21, 2026 to Equity
Purchase Agreement between Hexagon Smart
Solutions AB and Cadence Design Systems,_Inc.
dated September 4, 2025.

The Registrant’'s Restated Certificate of
Incorporation,_as filed with the Secretary of State of
the State of Delaware on May 3, 2024.

The Registrant’'s Amended and Restated Bylaws,
effective as of November 2, 2023.

Certification of the Registrant’s Chief Executive
Officer, Anirudh Devgan,_pursuant to Rule 13a-14 of
the Securities Exchange Act of 1934.

Certification of the Registrant’s Chief Financial
Officer, John M. Wall, pursuant to Rule 13a-14 of the
Securities Exchange Act of 1934.

Certification of the Registrant’s Chief Executive
Officer, Anirudh Devgan,_pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

Certification of the Registrant’s Chief Financial
Officer, John M. Wall, pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

Inline XBRL Instance Document — the instance
document does not appear in the Interactive Data
File because its XBRL tags are embedded within the
Inline XBRL document.

Inline XBRL Taxonomy Extension Schema
Document.

Inline XBRL Taxonomy Extension Calculation
Linkbase Document.

Inline XBRL Definition Linkbase Document.

Inline XBRL Taxonomy Extension Label Linkbase
Document.

Inline XBRL Taxonomy Extension Presentation
Linkbase Document.

Cover Page Interactive Data File - The cover page
from this Quarterly Report on Form 10-Q is
formatted in Inline XBRL (included as Exhibit 101).

Incorporated by Reference

Exhibit
Form File No. No. Filing Date
8-K 000-15867 3.1 5/6/2024
8-K 000-15867 3.1 11/3/2023
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https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-24-000100.html?hash=4bebbf488f6ce5fa1061d0aabf9ca5be66908e29955f250c28290bb73d191474&dest=ex31cdns05022024_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-24-000100.html?hash=4bebbf488f6ce5fa1061d0aabf9ca5be66908e29955f250c28290bb73d191474&dest=ex31cdns05022024_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-24-000100.html?hash=4bebbf488f6ce5fa1061d0aabf9ca5be66908e29955f250c28290bb73d191474&dest=ex31cdns05022024_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-24-000100.html?hash=4bebbf488f6ce5fa1061d0aabf9ca5be66908e29955f250c28290bb73d191474&dest=ex31cdns05022024_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-23-000082.html?hash=a57bbdcd68b0ca142b6febd786bae495d02a4f8a52412dd5ff085bafd17cc78c&dest=ex31cdns11022023_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-23-000082.html?hash=a57bbdcd68b0ca142b6febd786bae495d02a4f8a52412dd5ff085bafd17cc78c&dest=ex31cdns11022023_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0000813672-23-000082.html?hash=a57bbdcd68b0ca142b6febd786bae495d02a4f8a52412dd5ff085bafd17cc78c&dest=ex31cdns11022023_htm

Filed herewith.
Furnished herewith.

Portions of the exhibit, marked %/ brackets, have been omitted because the omitted

information (i) is not material and (ii) is the type of information that the registrant treats as
private or confidential.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

CADENCE DESIGN SYSTEMS, INC.
(Registrant)

DATE: May 1, 2026 By: /s/ Anirudh Devgan
Anirudh Devgan
President and Chief Executive Officer
DATE: May 1, 2026 By: /s/ John M. Wall
John M. Wall
Senior Vice President and Chief Financial Officer
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CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT, MARKED BY [***], HAS BEEN
OMITTED BECAUSE IT IS BOTH (I) NOT MATERIAL AND (II) TREATED AS PRIVATE OR CONFIDENTIAL BY
THE REGISTRANT.

EXECUTION VERSION CONFIDENTIAL

AMENDMENT NO. 1 TO THE EQUITY PURCHASE AGREEMENT

This AMENDMENT NO. 1 TO THE EQUITY PURCHASE AGREEMENT (this “Amendment”) is made and entered into
as of February 20, 2026, by and between Cadence Design Systems, Inc., a Delaware corporation (“Purchaser’), and Hexagon
Smart Solutions AB, a Swedish private limited liability company (“Seller”, and each of Purchaser and Seller, a “Party”), and
amends that certain Equity Purchase Agreement, dated as of September 4, 2025, by and between Purchaser and Seller (the
“Agreement”). Any capitalized term used and not otherwise defined in this Amendment shall have the meaning ascribed to it in
the Agreement.

RECITALS

WHEREAS, the Parties desire to amend the Agreement pursuant to Section 10.4 of the Agreement, effective as of the date
of this Amendment.

NOW, THEREFORE, in consideration of the mutual covenants, representations, warranties, conditions and agreements set
forth herein, and for other good and valuable consideration, the sufficiency of which are hereby acknowledged, the Parties hereby
agree, and the Agreement is hereby amended effective as of the date of this Amendment, as follows:

1. Definition of Agreement; No Other Modification. As used in the Agreement, each reference to “hereof,” “herein,”
“hereby,” “hereunder,” or “this Agreement” and words or phrases of similar import will from and after the entry
into this Amendment refer to the Agreement as amended by this Amendment. Notwithstanding anything to the
contrary in this Amendment, the date of the Agreement will in all instances remain as September 4, 2025, and any
references in the Agreement to “the date first above written,” “the date of this Agreement,” “the date hereof” and
similar references will continue to refer to September 4, 2025. Except as specifically modified by this Amendment,
the terms of the Agreement shall remain in full force and effect in accordance with its terms.

2. Certain Definitions.

(a) The following definitions are hereby inserted into Section 1.1 of the Agreement:



“Belgium_Approval” means the Approval of the Belgian Interfederal Screening Committee (Comité de
filtrage interfédeéral), pursuant to the Cooperation Agreement of 30 November 2022, as amended, required to
permit the consummation of the Belgium Transaction.

“Belgium Approval Date” means the earlier of the date on which the Belgium Approval shall have been
obtained or applicable waiting periods have expired or have been terminated; provided that (each of the following
contained in this proviso, a “Non-Belgium Restraint’) as of such date no Governmental Entity shall have enacted,
issued, promulgated, enforced or entered any Judgment which is in effect and has the effect of making the Belgium
Transaction illegal, otherwise restraining or prohibiting consummation of the Belgium Transaction or causing the

Belgium Transaction to be rescinded following completion thereof, and no applicable Law shall have been enacted
or deemed applicable to the Belgium Transaction contemplated hereby that makes the Belgium Transaction illegal.

“Belgium Closing Date” means (a) the third Business Day following the Belgium Approval Date; provided
that in the event the Belgium Closing would take place during the last 10 Business Days of any fiscal quarter of
Purchaser (a “Quarter End Period”), either Party may elect by written notice to the other Party prior to such
Quarter End Period that the Belgium Closing take place on the first Business Day of the next calendar month (so
long as no Governmental Entity shall have enacted, issued, promulgated, enforced or entered any Judgment which
is in effect and has the effect of making the Belgium Transaction illegal, otherwise restraining or prohibiting
consummation of the Belgium Transaction or causing the Belgium Transaction to be rescinded following
completion thereof, and no applicable Law shall have been enacted or deemed applicable to the Belgium
Transaction contemplated hereby that makes the Belgium Transaction illegal, in each case, as of such date), or (b)
such other date as may be agreed by the Parties.

“Belgium Holdback Amount” means an amount in cash equal to

[#5%]

“Belgium Outside Date” means the date that is 12 months after the date of this Agreement; provided that if
the Belgium Closing shall not have occurred prior to or on such date and the Belgium Approval has not been
obtained or the applicable waiting periods have not expired or have not been terminated as of such date, Purchaser
shall have the right, by written notice delivered to Seller prior to or on the original Belgium Outside Date, to extend
the original Belgium Outside Date for an additional period of three months (such extended date, the “First
Extended Belgium Outside Date”); provided, further, if the Belgium Closing shall not have occurred prior to or on
the First Extended Belgium Outside Date and the Belgium Approval has not been obtained or the applicable
waiting periods have not expired or have not been terminated as of such date, Purchaser shall have the right, by
written notice delivered to Seller prior to or on the First Extended Belgium Outside




Date, to further extend the Belgium Outside Date for an additional period of three months (such further extended
date, the “Second Belgium Extended Outside Date). The term “Belgium Outside Date” as used in this Agreement
means the original Belgium Outside Date, or, if Purchaser exercises its right to extend as set forth in this definition,
the First Extended Belgium Outside Date or the Second Extended Belgium Outside Date, as applicable.

“Belgium Purchased Entity” means [***].

“Local Transfer Agreement’ means an equity transfer instrument, substantially in the form of Exhibit [

attached to this Agreement and otherwise

reasonably acceptable to Purchaser and Seller, for the valid transfer of the Belgium Purchased Entity Equity in
accordance with local and other applicable Law.

Purchase, Sale and Transfer of Belgium Purchased Entity.

(a)

(b)

(©)

The following is hereby inserted as a new Section 2.1(b) of the Agreement, it being understood that,
effective as of February 17, 2026, the Pre-Belgium Transaction was consummated pursuant to the terms set
forth herein:

“No later than one Business Day prior to the Closing Date, [***]. On the Belgium Closing Date, [***]”

Exhibit I and Exhibit J attached to this Amendment are hereby inserted in their entirety as a new Exhibit I
and a new Exhibit J to the Agreement.

The following is hereby inserted as a new Section 2.1(c) of the Agreement:

“Notwithstanding anything herein to the contrary, from and after the Closing until the Belgium Closing or
the earlier abandonment of the Belgium Transaction in accordance with the terms hereof, (i) the provisions
of Section 5.1 shall apply with respect to the Belgium Approval (provided that, with respect to thereto, any
reference therein to “Closing” shall be deemed to mean the Belgium Closing and any reference therein
(other than Section 5.1(f)) to “Transaction” shall be deemed to mean the Belgium Transaction) and the
provisions of Section 5.2 and Section 5.5(a) shall continue to apply with respect to the Belgium Purchased
Entity, its business and operations (provided that, with respect thereto, any reference therein to “Closing”
shall be deemed to mean the Belgium Closing), (ii) Seller shall not, and shall cause the Belgium Purchased
Entity not to, (A) distribute any Cash Amounts of the Belgium Purchased Entity included in the calculation
of the Closing Cash Amount out of the Belgium Purchased Entity or (B) incur any Indebtedness of the
Belgium Purchased Entity in excess of the Indebtedness of the Belgium Purchased Entity included in the
calculation of the Closing Indebtedness and (iii) Seller and its applicable Affiliates shall retain the rights to
control and direct the operations of the Belgium Purchased Entity,




subject to compliance with Section 5.2. Notwithstanding anything herein to the contrary, the releases
provided in Section 10.8 with respect to the Belgium Purchased Entity shall only be effective upon the
Belgium Closing. The Parties acknowledge and agree that, notwithstanding Section 10.19 and except as
provided in Section 5.22(a), if the Belgium Transaction is abandoned in accordance with Section 8.4 prior
to the Belgium Closing, the Belgium Purchased Entity shall be deemed to be a “Retained Entity” and shall
not be a “Transferred Entity” for all purposes of this Agreement with retroactive effect from the date of the
Agreement.”

4. Belgium Holdback Amount.

(a)

(b)

Section 2.2(a) of the Agreement is hereby amended and restated in its entirety as follows:

“The “Purchase Price” shall consist of (x) prior to the Belgium Approval Date, the sum of (i) the Cash
Consideration and (ii) the Closing Payment Shares, less the Belgium Holdback Amount, and (y) following
the earlier of

(i) the Belgium Closing Date and (ii) the earlier of the date on which the Belgium Approval shall have been
obtained or applicable waiting periods have expired or have been terminated and on such date there is a
Non- Belgium Restraint, the sum of (1) the Cash Consideration, (2) the Closing Payment Shares, and (3) the
Belgium Holdback Amount.”

Section 2.2(b)(i)(A) of the Agreement is hereby amended and restated in its entirety as follows:

“pay (or cause to be paid) to Seller, by wire transfer of immediately available funds (to the account or
accounts designated in writing and provided by Seller to Purchaser at least two Business Days prior to the
Closing Date), an amount in cash equal to the Estimated Cash Consideration minus the Escrow Amount
minus the Belgium Holdback Amount.”

5. Closing Date. The first sentence of Section 2.3 of the Agreement is amended by adding the following phrase after
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the word “Transaction”, “(other than the Belgium Transaction)”.

6. Tax Matters. The Parties agree that references to the Closing Date in Article VI of the Agreement shall be read to

refer to the Belgium Closing Date with respect to the Belgium Purchased Entity where necessary and appropriate to give
effect to the Parties’ intent with respect to the tax matters addressed therein.

7. Termination.

(a)

The following is hereby inserted as a new Section 8.4 of the Agreement:



“Abandonment of Belgium Transaction. Notwithstanding anything to the contrary in this Agreement, the
sale, transfer and conveyance by Seller, and the purchase of the Belgium Purchased Entity Equity by MSC
Software Benelux following the Closing pursuant to the terms hereof (the “Belgium Transaction’), may be
abandoned at any time prior to the Belgium Closing:

(a) by mutual written consent of the Parties;

(b) by Seller or by Purchaser via written notice to the other Party, if the Belgium Closing shall not have
occurred on or prior to the Belgium Outside Date (as may be extended); provided, that the right to
terminate the Belgium Transaction under this Section 8.4(b) shall not be available to any Party
whose failure to perform any covenant or obligation under this Agreement or material breach of any
representation or warranty herein has been the primary cause of the failure of the Belgium Closing
to occur on or before such date; or

(© by Seller or by Purchaser via written notice to the other Party, if there shall be enacted any Law or is
any final and non-appealable Judgment issued after the date hereof enjoining, prohibiting or
rendering illegal the consummation of the Belgium Closing; provided that the right to terminate this
Agreement pursuant to this Section 8.4(c) shall not be available to any Party whose breach of any
representations, warranty, covenant or agreement set forth in this Agreement has been the primary
cause of the issuance, promulgation, enforcement or entry of such Law or Judgment.

If the Belgium Transaction is abandoned in accordance with this Section 8.4, Purchaser shall, unless
required under Section 10.19(g), not be required to pay the Belgium Holdback Amount and Seller shall not
be required to sell the Belgium Purchased Entity Equity to MSC Benelux as contemplated by the second
sentence of Section 2.1(b).

8. Restrictive Covenants.

(a) Section 5.21(c)(i) of the Agreement is hereby amended and restated in its entirety to read as follows:

“(i) solicit or recruit, or attempt to solicit or recruit, for employment or engagement (whether as an
employee, contractor, consultant or otherwise) any individual employed or engaged by Seller or its
Affiliates (other than, if the Closing occurs, the Transferred Entities or any Business Employees or
individuals who are Excluded Entity Personnel as of the date hereof or as of Closing, or if the Belgium
Transaction is abandoned in accordance with Section 8.4, Business Employees of the Belgium Purchased
Entity) whom Purchaser or its Affiliates were first introduced to or made aware of in



connection with the Transaction (and in either case, who Purchaser or its Affiliates had material contact
with in connection with the Transaction, including the negotiations therefor and relating to the performance
of any Transaction Documents, including after the Closing) (each, a “Seller Transaction Employee™), or”

(b) The following is hereby inserted as a new Section 5.22(a)(v) of the Agreement:

“conducting the business of the Belgium Purchased Entity in the ordinary course of business consistent with
past practice and in accordance with the terms of this Agreement (including Section 5.2) between the
Closing and the earlier to occur of the Belgium Closing and the abandonment of the Belgium Transaction
pursuant to Section 8.4. For the avoidance of doubt, and notwithstanding any abandonment of the Belgium
Transaction pursuant to Section 8.4, for purposes of this Section 5.22, but without limiting the foregoing (or
Section 10.19), the Belgium Purchased Entity shall not be deemed to be a “Retained Entity” or part of the
“Remaining Seller Group” and the business of the Belgium Purchased Entity shall not be deemed to be part
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of the “Retained Business”.

Employee Matters. The first sentence of Section 5.7(a) of the Agreement is hereby amended by replacing “With
respect to each Business Employee who continues in employment with a Transferred Entity as of immediately
following the Closing (a “Continuing Employee”)” with “With respect to each Business Employee who continues
in employment with a Transferred Entity as of immediately following the Closing or immediately following the
Belgium Closing, as applicable (a “Continuing Employee”)”.

Miscellaneous. The following is added as a new Section 10.19 of the Agreement: “Belgium Matters.

(a) Without limiting the procedures contemplated herein with respect to the Belgium Transaction, from
and after the Closing, the Belgium Purchased Entity is and shall be deemed to be a Transferred

Entity (including, for the avoidance of doubt, with respect to the calculation and determination of
Closing Cash Amounts, Closing Indebtedness, Closing Transaction Expenses and Closing Working Capital),
except as specifically provided otherwise herein.

(b) From the Closing until the earlier of the Belgium Closing and the abandonment of the Belgium
Transaction pursuant to Section 8.4,
(1) Seller shall continue to operate the business of the Belgium Purchased Entity subject to Section
2.1(c) and such operation shall not be a breach of (or otherwise restricted by) any Post-Closing



(©)

(d)

(e)

)

Covenant (other than Section 2.1(c)) otherwise applicable to a Transferred Entity, and (ii) for
purposes of Section 5.4, information relating to the Belgium Purchased Entity shall be Seller
Confidential Information and shall not be Purchaser Confidential Information. For the avoidance of
doubt, the Parties agree that Section 2.1(c) is a Post-Closing Covenant for purposes of this
Agreement and the provisions of Article IX shall apply with respect to any breach thereof.

The Pre-Belgium Transaction (including [***]) and the Belgium Transaction, in each case, pursuant
to the Local Transfer Agreements and [***], are deemed disclosed against each applicable
representation and warranty in Article III hereof (and any specific disclosures in the Disclosure
Schedules concerning the Belgium Purchased Entity are qualified by the Pre-Belgium Transaction
and the Belgium Transaction), and consummation of the Pre-Belgium Transaction (including [***])
pursuant to the Local Transfer Agreements and [***] is expressly consented to by Purchaser and
shall not be deemed to be a breach of any pre- Closing covenant hereunder.

Notwithstanding anything to the contrary herein (including, for the avoidance of doubt, in respect of

Taxes actually incurred by the Parties or their Affiliates as a direct result of the consummation of the
Pre-Belgium Transaction and the Belgium Transaction to the extent such Taxes would not have been
incurred had the Pre-Belgium Transaction and the Belgium Transaction not occurred (and the
Belgium Purchased Entity had remained a subsidiary of MSC Software Benelux and been indirectly
acquired by Purchaser pursuant to the Transaction at the Closing), and each Party shall promptly
reimburse the other Party or its applicable Affiliates for any amounts paid in excess of such Party’s

From and after the Closing until the earlier to occur of the Belgium Closing and the abandonment of
the Belgium Transaction pursuant to Section 8.4, Purchaser shall, and shall cause its Affiliates to,
continue to own, directly or indirectly, all, and shall not transfer, sell or otherwise grant to any third
party any interest in or to any, of the outstanding equity interests of MSC Software Benelux.

If the Belgium Transaction is abandoned in accordance with Section 8.4, the Parties shall [***].



11.

12.

13.

(g) Notwithstanding anything in this Agreement to the contrary, on the earlier of (i) the Belgium
Closing Date and (ii) three Business Days after the earlier of the date on which the Belgium
Approval shall have been obtained or applicable waiting periods have expired or have been
terminated and on such date there is a Non-Belgium Restraint, Purchaser shall pay, or shall cause to
be paid, the Belgium Holdback Amount to Seller, by wire transfer of immediately available funds
(to the account designated in writing and provided by Seller to Purchaser at least two Business Days
prior thereto).

Waiver of Closing_Condition. The Parties hereby waive the Belgium Approval as a condition to Closing for

prior to the Belgium Closing). The Parties hereby agree that no resignation of any directors, managers or officers
(or local legal equivalent, if any) of the Belgium Purchased Entity shall be required at Closing, but will be provided
at the Belgium Closing (if requested by Purchaser at least five Business Days prior to the date thereof).

[***]. The following is hereby inserted as a new Section 5.28 of the Agreement:

[***]

Intellectual Property.

(a) The definition of “Transferring Intellectual Property Rights” in Section 1.1 of the Agreement is hereby
amended and restated in its entirety to read as follows:

primarily Related to the Business; and (ii) owned or purported to be owned by Seller or any of its Affiliates
(other than an Excluded Entity) as of the date of this Agreement or immediately prior to the Closing (or,
with respect to the Intellectual Property Rights owned or purported to be owned by the Belgium Purchased
Entity, immediately prior to the Belgium Closing); (b) all Registered Intellectual Property Rights listed in
Section 3.9(a) of the Disclosure Schedules; and (c) all Intellectual Property Rights owned or purported to be
owned by Seller or any of its Affiliates (other than an Excluded Entity) in or to the Nexus Platform Assets.
For the avoidance of doubt, the Transferring Intellectual Property Rights excludes the Retained Names.

(b) The definition of “Transferring Intellectual Technology” in Section 1.1 of the Agreement is hereby amended
and restated in its entirety to read as follows:



“Transferring Technology” means (a) all Technology that is both (i) primarily Related to the Business; and
(i1) owned or purported to be owned by Seller or any of its Affiliates (other than an Excluded Entity) as of
the date of this Agreement or immediately prior to the Closing (or, with respect to the Technology owned or
purported to be owned by the Belgium Purchased Entity, immediately prior to the Belgium Closing); and
(b) the Nexus Platform Assets.

(©) Exhibit F to the Agreement is hereby replaced in its entirety with Exhibit F attached to this Amendment.

14.  Transition Services Agreement. The following is hereby inserted as new sentences at the end of Section 5.24 of the
Agreement:

“Following the Closing until the earlier of the Belgium Closing and the abandonment of the Belgium
Transaction pursuant to Section 8.4, the Parties will cooperate in good faith to identify any additional
services which may be required under the Transition Services Agreement to enable Seller to operate the
Belgium Purchased Entity and the portion of the Business conducted by the Belgium Purchased Entity or
for Purchaser to operate the portion of the Business transferred at Closing, subject to applicable Law, in
each case in the ordinary course of business consistent with past practice during the period between the
Closing and the earlier of the Belgium Closing and the abandonment of the Belgium Transaction pursuant
to Section 8.4 in accordance with the terms hereof, and such services shall be added as Purchaser Services
or Seller Services, as applicable. For the avoidance of doubt, for purposes of the Transition Services
Agreement, until the Belgium Closing, the Belgium Purchased Entity shall be an Affiliate of Seller.”

15. Payments from Third Parties; Wrong Pockets.

Section 5.11 of the Agreement is hereby amended and restated in its entirety to read as follows:
“Payments from Third Parties; Wrong Pockets.

(a) Seller shall, or shall cause its applicable Affiliate to, promptly pay or deliver to
Purchaser (or its designated Affiliate) any monies or checks or other Cash Amounts that are in respect of the
Business that have been delivered to, received by or otherwise identified in the possession of Seller or any
of its Affiliates either after the Closing or, with respect to the Belgium Purchased Entity, the Belgium
Closing, including any monies or checks or other Cash Amounts sent by customers, suppliers or other
contracting parties in respect of the Business.



(b)  Purchaser shall, or shall cause its applicable Affiliate to, promptly pay or deliver to
Seller (or its designated Affiliate) any monies or checks or other Cash Amounts that are in respect of the
Retained Business (other than the Retained Business of the Belgium Purchased Entity if the Belgium
Transaction is abandoned pursuant to Section 8.4) that have been delivered to, received by or otherwise
identified in the possession of Purchaser or any of its Affiliates either after the Closing or, with respect to
the Belgium Purchased Entity, the Belgium Closing, including any such monies or checks or other Cash
Amounts sent by customers, suppliers or other contracting parties in respect of the Retained Business (other
than the Retained Business of the Belgium Purchased Entity if the Belgium Transaction is abandoned
pursuant to Section 8.4).

(c) If, at any time within 24 months either following the Closing or, with respect to the
Belgium Purchased Entity, the Belgium Closing, any right, property, asset or Contract primarily related to
the Retained Business, is found to have been transferred to, or retained by, Purchaser or its Affiliates
(including any Transferred Entity) in error, either directly or indirectly, Purchaser shall transfer, or shall
cause its Affiliates (including the Transferred Entities) to transfer, at Seller’s sole cost and expense, such
right, property, asset or Contract as soon as practicable for no additional consideration to Seller or its
designated Affiliate.

(d) If, at any time within 24 months either following the Closing or, with respect to the
Belgium Purchased Entity, the Belgium Closing, any right, property asset or Contract that is primarily
Relating to the Business is found to have been transferred to, or retained by, Seller or its Affiliates in error,
either directly or indirectly, Seller shall transfer, or shall cause the applicable Affiliate to transfer, at Seller’s
sole cost and expense, such right, property, asset or Contract as soon as practicable for no additional
consideration to Purchaser or its designated Affiliate.”
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16.

17.

18.

19.

20.

Disclosure Schedules. The Disclosure Schedules to the Agreement are hereby amended to add a new Section 5.28
to the Disclosure Schedules, the contents of which are set forth on Exhibit A to this Amendment.

Transaction Expenses.

(a) Exhibit C to the Agreement is hereby amended by adding the following language as a new number 15 in
Part 2 thereof that reads as follows:

“Notwithstanding anything in this Agreement to the contrary, only those amounts set forth on Attachment 1
to this Exhibit C (the “Specified Amounts™) that are actually paid by Purchaser or its Affiliates (including
after the Closing, the Transferred Entities) prior to the end of the Purchaser Delivery Period, as specified
therein, will be included (without duplication) in the calculation of Closing Working Capital, Closing
Indebtedness and Closing Transaction Expenses, as applicable; provided, that, to the extent that any such
Specified Amounts are actually paid by Seller or its Affiliates (including, prior to the Closing, the
Transferred Entities) prior to the end of the Purchaser Delivery Period, such amounts shall be excluded, as
applicable, from the calculation of Closing Working Capital, Closing Indebtedness and Closing Transaction
Expenses.”

(b) The contents of Attachment 1 to Exhibit C to the Agreement are set forth on Attachment 1 to this
Amendment.

Headings. The headings contained in this Amendment are for reference purposes only and shall not affect in any
way the meaning or interpretation of this Amendment.

Counterparts. This Amendment may be executed in two or more counterparts, all of which shall be considered an
original, with the same effect as if the signatures thereto and hereto were upon the same instrument, and shall
become effective when one or more such counterparts have been signed by each Party and delivered (by email or
otherwise) to the other Party. Signatures to this Amendment transmitted by electronic mail in “portable document
format” format, or by any other electronic means intended to preserve the original graphic and pictorial appearance
of a document, will have the same effect as physical delivery of the paper document bearing the original signatures.

Governing Law and Jurisdiction. This Amendment shall be governed by, and construed and enforced in accordance
with, the laws of the State of Delaware, without regard to any choice or conflict of law provision or rule (whether
of the State of Delaware or any other jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Delaware. In addition, each of the Parties (i) irrevocably submits to the personal jurisdiction
of the Delaware Court of
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21.

22.

Chancery in and for New Castle County, or in the event (but only in the event) that such Delaware Court of
Chancery declines jurisdiction over such Proceeding, any Delaware State court sitting in New Castle County, or in
the event (but only in the event) that such court declines jurisdiction over such Proceeding, the United States
District Court for the District of Delaware, in the event that any dispute (whether in contract, tort or otherwise)
arises out of this Amendment or the Transaction or the other transactions contemplated hereby, (ii) agrees that it
will not attempt to deny or defeat such personal jurisdiction by motion or other request for leave from any such
court, and (iii) agrees that it will not bring any Proceeding relating to this Amendment or the Transaction in any
court other than the Delaware Court of Chancery in and for New Castle County, or in the event (but only in the
event) that such Delaware Court of Chancery declines jurisdiction over such Proceeding, any Delaware State court
sitting in New Castle County, or in the event (but only in the event) that such court declines jurisdiction over such
Proceeding, the United States District Court for the District of Delaware. Each Party agrees that service of process
upon such Party in any such Proceeding shall be effective if notice is given in accordance with Section 10.2 of the
Agreement.

Amendments and Waivers. This Amendment may not be amended, supplemented or otherwise modified, except by
an instrument in writing signed on behalf of each of the Parties. By an instrument in writing, Purchaser, on the one
hand, or Seller, on the other hand, may waive compliance by the other with any term or provision of this
Amendment that the other Party was or is obligated to comply with or perform. The waiver by any Party of a
breach, failure or default of any term or provision of this Amendment shall not be construed as a waiver of, or
estoppel with respect to, any subsequent breach, failure or default unless expressly identified by such written
waiver. No failure or delay by any Party in exercising any right, remedy, power or privilege hereunder shall operate
as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or
the exercise of any other right, remedy, power or privilege.

Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH
MAY ARISE UNDER THIS AMENDMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT
ISSUES AND, THEREFORE, EACH PARTY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY
RIGHT IT MAY HAVE TO TRIAL BY JURY IN ANY PROCEEDING, COUNTERCLAIM OR OTHER
LITIGATION PROCEDURE BROUGHT BY OR AGAINST EITHER OF THEM AGAINST OR BY THE
OTHER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS AMENDMENT OR THE OTHER
TRANSACTION DOCUMENTS OR THE ADMINISTRATION THEREOF OR THE TRANSACTION OR ANY
OF THE OTHER TRANSACTIONS CONTEMPLATED HEREIN OR THEREIN. NO PARTY SHALL SEEK A
JURY TRIAL IN ANY PROCEEDING BASED UPON, OR ARISING OUT OF, THIS AMENDMENT OR THE
OTHER TRANSACTION
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23.

DOCUMENTS OR THE ADMINISTRATION THEREOF OR THE TRANSACTION OR ANY OF THE OTHER
TRANSACTIONS

CONTEMPLATED HEREIN OR THEREIN. NO PARTY HERETO WILL SEEK TO CONSOLIDATE ANY
SUCH PROCEEDING IN WHICH A JURY TRIAL HAS BEEN WAIVED WITH ANY OTHER PROCEEDING
IN WHICH A JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED. EACH PARTY CERTIFIES THAT (I)
IT HAS BEEN INDUCED TO ENTER INTO THIS AMENDMENT BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS SET FORTH ABOVE IN THIS SECTION 22, (IT) SUCH PARTY
HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER,

(III) SUCH PARTY MAKES THIS WAIVER VOLUNTARILY AND (IV) NO PARTY HAS IN ANY WAY
AGREED WITH OR REPRESENTED TO ANY OTHER PARTY THAT THE PROVISIONS OF THIS SECTION
22 WILL NOT BE FULLY ENFORCED IN ALL INSTANCES.

Specific Performance. The Parties agree that irreparable damage, for which monetary damages (even if available)
would not be an adequate remedy, would occur in the event that a Party does not perform any provision of this
Amendment in accordance with its specified terms or otherwise breach such provisions. Accordingly, the Parties
acknowledge and agree that the Parties shall be entitled to an injunction, specific performance and other equitable
relief to prevent breaches or threatened breaches of this Amendment and to enforce specifically the terms and
provisions hereof without proof of actual damages or the inadequacy of monetary relief, in addition to any other
remedy to which such Party is entitled in Law or in equity. Each Party agrees that it will not oppose the granting of
an injunction, specific performance and other equitable relief on the basis that the other Party has an adequate
remedy at Law or that any award of specific performance is not an appropriate remedy for any reason at Law or in
equity. Any Party seeking an injunction or injunctions to prevent breaches or threatened breaches of this
Amendment or to enforce specifically the terms and provisions of this Amendment shall not be required to provide
any bond or other security in connection with such remedy. The foregoing is in addition to any other remedy to
which any Party is entitled at Law, in equity or otherwise, including monetary damages. It is explicitly agreed that
each Party shall have the right to an injunction, specific performance or other equitable remedies in connection
with enforcing the other Party’s obligations under this Amendment in accordance with the terms and conditions set
forth herein.

[Remainder of Page Intentionally Left Blank, Signature Pages Follow]
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IN WITNESS WHEREQF, the parties have executed and delivered this Amendment No. 1 to the Equity Purchase
Agreement effective as of the date first above written.

CADENCE DESIGN SYSTEMS, INC.
By: /s/ Anirudh Devgan
Name: Anirudh Devgan
Title:  President and Chief Executive Officer

Signature Page to Amendment No. 1 to the Equity Purchase Agreement



HEXAGON SMART SOLUTIONS AB

Name: [***]

Title: =~ Board Member/ Managing Director




Signature Page to Amendment No. 1 to the Equity Purchase Agreement

Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Anirudh Devgan, certify that:

By:

1.
2.

| have reviewed this Quarterly Report on Form 10-Q of Cadence Design Systems, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

/s/ Anirudh Devgan

Anirudh Devgan
President and Chief Executive Officer
(Principal Executive Officer)

Date: May 1, 2026



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, John M. Wall, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Cadence Design Systems, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this

report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

By: /s/ John M. Wall
John M. Wall
Senior Vice President and Chief Financial Officer
(Principal Accounting and Financial Officer)

Date: May 1, 2026



Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2026 of Cadence Design Systems, Inc. (the “Company”) as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Anirudh Devgan, President and Chief Executive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1.
2.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Anirudh Devgan

Anirudh Devgan

President and Chief Executive Officer
(Principal Executive Officer)

Date: May 1, 2026

A signed original of this written statement required by Section 906 has been provided to Cadence Design Systems, Inc. and will be retained by Cadence and
furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2026 of Cadence Design Systems, Inc. (the “Company”) as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, John M. Wall, Senior Vice President and Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1.
2.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/sl John M. Wall

John M. Wall

Senior Vice President and Chief Financial Officer
(Principal Accounting and Financial Officer)
Date: May 1, 2026

A signed original of this written statement required by Section 906 has been provided to Cadence Design Systems, Inc. and will be retained by Cadence and
furnished to the Securities and Exchange Commission or its staff upon request.



