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The decision
On 3 June 2024, Cadence Design Systems announced that it had completed its acquisition of
BETA CAE Systems International AG. Cadence described BETA CAE as a provider of
multi-domain engineering simulation and analysis software with a strong automotive footprint
and customers in aerospace, industrial, and healthcare. The transaction expanded Cadence's
System Design and Analysis portfolio into structural analysis. [S1], opening paragraphs.

The acquisition was complete. The question now was how to combine the two organizations'
capabilities. Cadence could move quickly to integrate product roadmaps, customer teams,
support, and reporting. It could keep BETA CAE's product-development authority intact while
creating selected shared workflows and customer programs. Or it could combine commercial
activity first and defer most technical and organizational integration.

Each choice carried a cost. Rapid integration might improve coordination, accelerate
cross-selling, and help Cadence offer customers a broader design-to-analysis workflow. But it
could also distract engineers, disrupt customer relationships, or impose processes before
Cadence understood which capabilities were most valuable. Preserving more autonomy could
protect product expertise while Cadence learned. It could also leave duplicated activities in
place and slow the work of connecting the products.

Assignment: Recommend an integration approach for Cadence's first 12-18 months with BETA
CAE. Specify what should be integrated immediately, what decision rights should remain with
BETA CAE's product teams, and what milestones would trigger deeper integration. Address the
strongest argument against your choice and identify evidence that would cause you to change
course. Use information available by 3 June 2024 only.
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The strategic rationale
Cadence had built its business around software, hardware, and intellectual property used to
design electronic systems. The company described its Intelligent System Design strategy as
extending from chips toward broader systems. BETA CAE's simulation tools offered a new
capability in that strategy: structural analysis, alongside the system-analysis products Cadence
already sold. Cadence said the combination could provide a more comprehensive portfolio to
customers. [S1], opening paragraphs; [S2], acquisition announcement.

The purchase price reflected a substantial strategic commitment. Cadence announced an
enterprise value of $1.24 billion, with 60% of consideration in cash and 40% in Cadence shares.
Its SEC filing said cash consideration would be funded with cash on hand and borrowings under
existing and/or new debt facilities; the stock portion would be priced using a 30-trading-day
volume-weighted average before closing. [S3], Item 1.01. The filing summarized the purchase
agreement but did not disclose a complete integration budget or a standalone operating plan
for BETA CAE.

Cadence estimated BETA CAE's annual revenue at about $90 million and expected about $40
million of contribution to Cadence's 2024 revenue. It also expected the transaction to reduce
2024 non-GAAP earnings per share by about $0.12 and become accretive in 2025. These were
management estimates, not realized results. They did not specify the revenue growth or
cross-selling required to earn an adequate return on the purchase price. [S1], transaction
estimates; [S2], acquisition announcement.

Cadence before the acquisition
Cadence reported $4.09 billion of revenue in 2023. Its System Design and Analysis category
represented 12% of product and related maintenance revenue. For customer arrangements
allowing product remixing or later product-usage choices, Cadence estimated revenue
allocation by category using expected usage; actual usage could differ. [S4], Item 7, “Revenue
by Year” and “Revenue by Product Category,” pp. 32-33.

The company reported that 84% of 2023 revenue was recurring and 16% upfront. Recurring
revenue included software, maintenance, and other arrangements recognized over time or
under non-cancelable commitments. This company-wide mix did not show how BETA CAE
contracts were structured. [S4], Item 7, revenue mix table, p. 31.

Cadence's first-quarter 2024 revenue was $1.009 billion, compared with $1.022 billion in the
prior-year quarter. It reported backlog of $6.0 billion and current remaining performance
obligations of $3.1 billion, and raised its full-year revenue outlook to $4.56-$4.62 billion. The
release said its outlook excluded the pending BETA CAE acquisition. [S5], results and business
outlook.

In its annual filing, Cadence said it continued investing in research and development and
technical sales support. It attributed 2023 growth in product and maintenance revenue to
customer investment in complex designs across areas including hyperscale computing,
automotive, aerospace, industrial, and healthcare. [S4], Item 7, pp. 32, 36-37. The company
therefore faced a resource-allocation question: how much engineering, product, and
customer-facing capacity should be directed toward integration while maintaining its existing
development agenda?
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A changing competitive landscape
The acquisition also fit a broader industry move toward connecting electronic design with
system-level simulation. In January 2024, Synopsys announced a proposed acquisition of Ansys,
describing a planned combination of EDA products and simulation and analysis capabilities
under a “silicon to systems” strategy. The transaction was pending at the time of Cadence's
announcement. Synopsys said the combination would expand its addressable market and
improve customer workflows; those were its own projections. [S6], transaction announcement.

Siemens described its Digital Industries portfolio as including electronic design automation,
product lifecycle management, and simulation and testing of mechatronic systems. [S7],
Siemens Report 2023, p. 6. These disclosures show that broad design and simulation portfolios
were part of the competitive landscape. They do not establish that the companies' individual
products were interchangeable or that customers would choose a vendor based only on
portfolio breadth.

Cadence's integration challenge was therefore not just organizational. It needed to decide
whether broader coordination would create a more useful customer offering, and how to
preserve the specialist capabilities that gave BETA CAE strategic value.

Integration choices

1. Integrate rapidly

Cadence could quickly align product roadmaps, sales coverage, customer support, engineering
systems, and leadership reporting. A single operating model might make it easier to identify
overlaps, coordinate releases, and present a connected offer to customers. Rapid integration
could also signal urgency as competitors assemble broader portfolios.

The risks are disruption and premature standardization. BETA CAE's engineering teams may
depend on technical routines and customer knowledge that Cadence has not yet mapped.
Common systems and processes could consume time that would otherwise go to product
development. Customers may value BETA CAE's specialized products and support, not simply
their place in a larger bundle.

2. Stage integration and protect product authority

Cadence could preserve BETA CAE's product teams and technical decision rights in the near
term, while immediately forming shared customer and engineering teams around selected
workflows. Joint milestones could include product interoperability, shared technical support,
customer trials, and a common roadmap review. Cadence could then expand integration as it
learned where coordination improved customer outcomes.

This approach gives the teams time to learn while requiring active collaboration. It could,
however, leave duplicated costs and unclear accountability. Unless Cadence defines milestones
and decision owners, a learning period could become prolonged separation.

3. Integrate commercial activity first

Cadence could coordinate account coverage, marketing, and customer support while leaving
product development and technical operations largely autonomous. This may quickly expose
customer interest in combined workflows without forcing immediate changes to engineering
structures.
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Commercial coordination alone may not deliver a technically coherent platform. If products
require joint engineering and roadmap choices, sales alignment could raise customer
expectations before Cadence can meet them. Separate teams may also continue to make
incompatible technical decisions.

The three choices are not necessarily all-or-nothing. A recommendation may combine them, but
should specify which activities are shared, who retains authority, and what evidence supports a
later change.

The recommendation
Choose an integration approach and explain how it converts the acquisition's strategic rationale
into customer and business value. In your memo:

• Identify the product, customer, and organizational activities to integrate now.

• Specify BETA CAE decision rights that should remain in place initially, if any.

• Set measurable milestones and a review timetable for deeper integration.

• Explain how you would protect customer continuity and critical technical knowledge.

• Identify relevant financial and operating indicators, distinguishing acquired revenue from
incremental cross-selling or other benefits.

• State the strongest counterargument and the evidence that would change your
recommendation.

The exercise does not provide a forecast of integration costs, customer overlap,
employee-retention risk, product-level margins, or cross-sell conversion. State assumptions
explicitly. Do not treat Cadence's revenue, EPS, or market-size projections as realized results.
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