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Cadence Design Systems Hides Federal
Subpoena for Five Months

The company may have sold technology to banned Chinese entities in
violation of federal regulations.
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This alert compares the language used in the company’s latest filing with the period before.
Research suggests changes in language, particularly in the risk factor section, is a powerful
indicator of future performance. Companies that change filing language, according to research,
underperform those that don’t by 30-50 basis points per month for the following year.

Cadence Waits Nearly Half a Year to Disclose Subpoena
With an export license, technology firms like Cadence Design Systems, an integrated circuit
system designer, are restricted from selling to certain Chinese companies included on the U.S.
Bureau of Industry and Security’s (BIS) entity list. In its latest 10-Q, Cadence Design Systems
revealed it may have violated the export ban and has received a subpoena in connection with a
federal investigation:

“...we received an administrative subpoena from BIS requesting the production of
records in connection with certain sales to China. We are cooperating with BIS and are
in the process of responding to the subpoena as well as conducting an internal review.
Such inquiries are subject to uncertainties and the outcomes of this and other
proceedings that may occur are difficult to predict.”

The filing indicates Cadence received the subpoena in February 2021. The company filed its
10-K on February 22 but did not disclose the subpoena. Likewise, Cadence also failed to
disclose the matter in its amended 10-K, Proxy Statement, and the six 8-Ks filed since receiving
the subpoena.

Entity list violations can result in administrative and criminal penalties. The Winkler Group has
contacted Cadence to learn the exact date the subpoena was received and why it wasn’t
disclosed sooner. We’ll update subscribers when we develop new information.

https://www.nickwinkler.net/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1658471
https://www.bis.doc.gov/index.php/policy-guidance/lists-of-parties-of-concern/entity-list
https://www.sec.gov/Archives/edgar/data/813672/000081367221000028/0000813672-21-000028-index.htm
https://www.bis.doc.gov/index.php/enforcement/oee/penalties

