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e have pleasure in se@ing out n this decument our report to the Audt Committes of Autonomy Corporabion plc and its subsidaries (logether “the Group® or "Autenamy’)
for tha thras months anded 31 March 2010 for discussion at the mesting scheduled for 20 Apnl 2010, This repart summansas tha principal matters that have arsen from
aur reviey of the financial inforrmation within he intenm repor for the three months anded 31 March 2010

This summary is nof intended to be exhaustive but highlights the mosi significant matiers fo which we would like to bring o your attention. It should, themfore. ke read in
conjunction with the report and the appendix therato

Ve discuss within Secton 1 the resulls of cur werk n redation ts Key nsks which have been
identified a5 being significant to the Q1 press releasa

Vile have substantally completed our rewiew. Cemain procedurés are outstanding and need 1o be
finalised bafore we can finaiae our reveew cpinion:

] Emﬂ-l&:ﬂ'ﬂ of our mtamnal reses FIFD'CEIJLF'E'E.
L] |r'|'-'Er'I[-:}I"||' A
¢ Final reviéw of préss relsase

Wi wll repart fo you coally in respect of any modificalions 1o the findings or epinions comalned In
this repod thal arige on completion of thase matters. On salsfactony complation of the culstanding
matters, we anficipate Esuing an unmodified review report.

For the quariedy financal regoet our materiality was 550 milion (21 2009 - 33 6 milbon ) and was
based on profit bafore taxation. This is consistent with the basis used to determine materiality fos
thé prévious yvear end sudd

ldantified uncoractad misstatements mduce profit bafore tax By T millicn and net assats by BY
roallion [afier tex irmgact $1 milbon and 52 6 millon).  Menagement has concluded that the total
impact af the uncomeded misstatemants, both individually and in aggregale, s nel mabedal n the
context of the financial stalements taken ae a whole. Detalls of the review adjustrments are included
in A ppandis 1

Repart io the S&udit Commettes on the Q1 2010 Review Fral Ropest 3
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Ag part of cur review, we consider the quality and scceptabdity of the Group's accounting policies
and financal reporting and hes consistency with the 2009 annual report. W heve nathing to repart
in these areas

A% padt of Gur réviswy W have made anquines of managament reganding the conbral envirgnman
and the reliabifty of the management reporting process. There were no significant changes since
the X009 year end and thereione we have nol camed oul any detalled testing of our understanding of
Internal controks

Iy G Erodes sional ||.||:|g|;=.|1'n:nl, we are mdependent within the rrsaning af APE Ethcal Slandands for
Aupditers and the obyectivity of e sudit engagement padner and audit stall s nod Impalired

Repart io the S&udit Commettes on the Q1 2010 Review Fral Ropest &
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1. Key risks

The results of our wark on key rske are set out below

§ Repost tothe fed it Committes on the O 2500 Review Firal Reper
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Revenues for the quaner were $194.5 million (Q1 2009 - $129.8 milkion)

Mt naperment continues Lo apply an approach cam plant with Intérnatiansl Findncal Reparting
Standerds ["IFRE") to recognising revenuss wihich ncludes performing credd chacks and ansuring
that all of the nfematicnal Accounting Standard 18, Revens, (T1AS 187) criteria have been satisfied,

Tha most significant revenues recognised in the quarter by cusbomer were with Microte chnologies
LLE {811.0 milkon), Bank of Amernica (38.9 million ), Filetak ina (58,5 millan) and Citl ($5.5 mallion).
Microtechnologies LLC (“Microtech™)

Tha deal fo this resaller was an 511.0 million licence deal for the Vatican Library &5 the end usar
Thia is the first of & senes of software deals to this end user as part of & project 1o archive the entire
collecton of the librany. The sofware has betn sold thiough Microtech b thiy will b6 working
dirgcthy with anothar thrd party with regards o the integration and installation of this software into the
wider project and the Vatcan Librany computer systams. Support and mainenance has baen
carved out at 5% and deferred which |8 consistent with the established lar value of saftware sales of
thia magnitude

hanagemsnt alerted us to the fact that bwo deals sofd to Micratech in O 2000 have been credited in
thes quaner and resold dirgctly to the two énd users. This reduced the profil n the period by
approaim ataly 54 millien. As lhere i no significant histery of deals being reversed in this way.
management has recognisad the revenue &t the pont of sale to the ressller. Manapement has
confirmed that thess were Bolsted noldens wiech are not expected 1o be repeated i future perads
Bank of Amencs

This is an 3£ 6 milkan keence deal for a Zantaz Digital Safe sofbware icence. This agraamand
increases the number of oented users over and above the orignal agrearment which wid signed in
Q1 2002, Suppon and manbenance has bean carved ot 8t the establizhad fair value of 5%

Filetek Ine (“Fiketek™)
This is predominantly af IDOL SPE saks which allews Filslek 1o axlend their software licence io SFE

for Apple Mac. Support and maintenance has bean canved out at 5%, which is the fair value on
such ceals

Citi Group

This is & 35.6 million deal fo sell 52 Zantaz Digital Safe smart cell software and onae year suppart and
rmaintenance for this softaare Canee out of support and mantenance & at 5%, &5 descnbed aboee

Repart io the Sudit Commattes on the Q1 3010 Review Fral Ropeet 6§
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1. Key risks (continued)

Dzl Our revienw of revenue contracs was designed to select large contracts, those contaming non-

aitt standard terms, as wel as a sample of all other contracts. Our review vork noted that revenuwa

3 recogrition oontinues to be cortisterdly appied in companson with prévous pencds and in

res acoondance with Group accounting policies and IFRS

po For each contract selected we axemined the ferms and conditions of the contract fo ensure et no
N unisusl creumstances eéxsted which might impact the meognition of revence. W ensured that

amounts recoghised could reasonably be expectad o be recoverable by inspecing payment history
of credit checks where relevant Furthermone carve out rates for revenues defemad were
recaleulated 1o arsune they weee (A ling with Autanemy's standasd carve aul rates for suppan and
mairtenance and support services where relevant. For all deals over $1 milion we obtained revenue
conhirmations dred from the cuslomer. The impact of exfended paywmnent terms offerad o cerain
cusiomears was considared but we are satisied that management is following the reguirements of
|AS 18 by dscounting those amounts recerrable to their present value except in one instance. The
Group has entsred inbo one significant desl with peyment terms grealer Man one Year inthe quarnsr
with Capax Glabal far £4 8 millan which we heve discounted and induded on ouw schedule of ermers
of fact wiech Ras bean incuded in Appends 1

A padt of our revenLie fevielsy work, v nobid that there were Dao Sales 1o twa [talian resellers made
late in the quarter. Based on the limited financial information available, we would propose that these
bem deals, Ectaling £2 .2 malion, should be deferred and recognised once management has more
clarity on recoverability. This emount hies b2en included in Appendx 1 85 a difference in judgrment
With regards 1o the reversal of revenue on two sales 1o the reseler Microtech in the quaner, we

highlight 1o the Audt Commities that amy further avidence of révenue reversals may gopardae
management's abdity o recogrise mevenue at the paint of sale to the reseller

T Repost tothe fed it Committes on the O 2500 Review Firal Reperd
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1. Key risks (continued)

Hardwane &ales

Pre Includad m the revenues for the guarter 5 512 0 million of hardware sales. The majority of this
e (511 6 mikon) = made up of sales of Dell hardware to Morgan Stanley (35,3 milkan), SHI

tati Intarnational (35,0 milkon) and Fannke Mae (513 mélion). These ane fuither examples in a numbaer
afi of deaks betwesn Autonormy and rajor intemation al banks of ofher Brge blue chig oom panes n
of ordar to become the prafemad supplies for all anchiving requiramants, induding both software and
(218 hardhamng

ts Ag consistent with the hardwane sales reported to tha Audit Commities in our Q3 and O 2009
aa3 repons, these sales heve been made at an overall nss. Management has taken all of the costs
ol assoaated with the Dell and Fannie Mae sales to cosl of sales with the ecception of 3.8 milkon
ake wiich has been alkecated o sakes and markaling axpensas. Management' s ralichale for emefing
d into thase loss making contrads is that Awtonomy is seeking to develop a stiategic relationship with
wit Ceedl. The inbenton ia that bath Autenomy and Daell wall market Dell hardeare that incorporates

h fagonomy search softears

:ﬂ hanagemsnt has accounied for the revenues and costs associated with these deals ona gross

barsis @5 il congaders Autonomy 1o be the pandipl in the arrangement, rathes than acing a5 an agent

:::' inwhich case & would rmcognise revenues and costs nel This i basad on Autonarmy being the
a8 prme instigator in negotisbng the deals, it has negofiated tesms and selling price independenty of

the hardware provided and it bears the full credt risk for the ransactons.

Repart io the S&udit Commettes on the Q1 2010 Review Fral Ropest 8
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Del W noted in our OF and O reports, that cost allocabon on such sales bebween cost of goods sold
il and sales and marketing sxpense was appropiale provided this reflects the undarlying cammarcial
L substance of the transaction as there is no specific guidance within IFRS over whene the costs

res ehould be presanted.

po Howvewar, given the penad thet has elapsed since these initial deals were transacted and the fact
nse that we xpected thaes to be more one-off in nature, we conclude that it would be more agpropriate

to redlect &l of the ok of hardeane soid in cost ol goods sold,

e undenstand thal management has allocated the 538 milkon o sales and markebing based on
the peevicus analysis prapared for the EMC sales In 03 2006 which demonstrated that Autonomy
were purchasing hardware at a price which was considerably higher than they would nommally pay in
order o gain 8 strategec parnership and become the preferad hardware resslier with EMC, Dell,
SHI and HDS

Basad an the mited information available, we have inclided the $3 8 millicn as a classification
adustaent (n Appendh 1

# Repost tothe fed it Committes on the O 2500 Review Firal Reperd
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1. Key risks (continued)

Hardwane &ales

Pre Includad m the revenues for the guarter 5 512 0 million of hardware sales. The majority of this

e (511 6 mikon) B made up of seles of Dell hardware to Morgan Stanky (55,3 milkon), SHI

tati Intarnational (35,0 milkon) angd Fannike Mae (51.3 milion). These ane further examples in a ling of
afi desle babeeen Autonomy and majed infernal onal banks or olher lange blue chip companies & order
of to bacome the preferred supplier for all archiving reguirements, incliding both software and

(218 hardhamng

ts Ag corsistent with the hardwane sales reportad to tha Audit Commities in owr Q3 and Q4 2009

aa3 repons, these sales heve been made at an overall bss. Management has taken all of the costs
ol assocated with the Dell and Fannie Mae sades 1o cosl of sales with the exception of 53,8 millon
ake wiich has boen allbcated o sales and mafkcsling eaxpansas. Management' s ralichale for emefing

d into thase loss making contradts is that Awtonomy is seaking to dewelop a stratege: relationship with
wit Cell. The intenton hete is that both Autonomy and Dell wall market Dell hardware that incorporates
h fagonomy search softears

:ﬂ hManagement has accounted for the revenues and costs associated with these deals on a gross

b i a5 1 considers Autonomy 1o be the principal in the armangement, rather than acting &5 an agent

:::' inwhich case @ would recognise revanuas and costs nel. This is based due io Autonory Being the
a8 prme instigator in negotising the deals, it has negofiated teems and sellng price independenthy of

the hardware provided and it bears the full credt risk for the ransacions

Rmport to the Audit Commities on the Q1 3090 Rewew Fral Ropes 90
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Del W noted in our OF and O reports, that cost allocabon on such sales bebween cost of goods sold
il and sales and marketing expansa was appropriate provided this reflacts the underlying cammarcial
@ subsiance of the transaction as thefs is no specific guidance within FRS over where the costs

res ehould be presanted.

po Howvewar, given the penad thet has elapsed since these initial deals were transacted and the fact
nse that ves expactad thags bo be mare ane-off in nabure, we concluds that it would be mare approgriate

to redlect &l of the ok of hardeane soid in cost ol goods sold,

e undenstand thal management has allocsted the 538 milion to $ales and markebing based on
the previcus analysis prapared for the EMC sales In O3 20086 which demonstrated that Autonomy
were purchasing hardware at a price which was considerably higher than they would normally pay in
order o gain & strakegic parnership and become the prefermad hardware reseller with EMC, Deil,
SHI and HDS

Basad on the imited information availabie, we have incuded the 33 8 milion as a clmsification
adustiment in appends 1 and would nol expect (o Sed sUch aMounts n sabes and markeing in
subsegquent quarters,

11 Repost o the fed it Committes on the O 2500 Review Firal Roper
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1. Key risks (continued)

Recoverability of accounts recoivable

Pro Tha net accounts recesvable balance &t 21 March 20110 s 5212 € milion (24 2008 - 52302
wilsl rodllion) The sctual bad debt expense on the income steferment amounted to 327 milon (24 2008 -
an S0.5 million). The bad debd provision af Q7 2070 s 52003 milion (Q4 2005 - 521 4 malion]. The
ave rrajority of the decfeass in accounts recehable s allributable 1o recenvablas dus from Microlink
r which follewing acquisiion are elimmnated on consoldaton.
b Cash collection this quarter hes been sirong at 51521 millicn, which is down from $216.0 milion in
ubd Qd 2002, As ot close of business on 19 Apeil 2010, totad cash recened since the year end was $14.8
ﬂ rdlion.  DS0s have remainad fairy stable since G4 2009 st %4 days comparad to 88 days,
s Group ageing analysis

T
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The owerdua balances worthy of decussion this quarier have bean discussed on page 7

Rmport to the Sudit Commities on the Q1 1010 Rewew Fral Ropes 12
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Del Wil have neniewed cusiomer comespondence and payrment histones which suppor the conclusions
il regched by managament. Where we required further carification, a debicr confumation has baen
& recaived, YW have identified some differances in judgemant which are discussed in the section
res below.

po

nse

131 Repost o the fed it Committes on the O 2500 Review Firal Reper
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1. Key risks (continued)

Recoverabilily of accounts receivable

Fin The Tollowang skignificant debis due from South Armedlcan resellss eost at year snd
-F-Tll'ﬂ Telematica Lefie [*Telematica")

LA

This customes has a total dabt of £5.1 million with exposure of $0.8 million on amounts over S0 days

Xp past dus after managemant provislon, Mo cash has been recehad from this customer In Q1 2010

. Management has not provided for this remaining exposure as it continues to work with the customer

ure boy recowar the debd and are sending a technical team to move the poojact fonands.

:::“ Integracken de Megocias ["Integracion™)

in This custornar has a total debt of $5.8 million, There is a provisson of S0.8 millicn against this

A balance which reprasents managemen{s best astimate of the probability of recowvery at this tme. A

ik payment of 04 million was receivad Trom this cusiomes duing the quarter. Managemant hes not

5 providad for thes remaining exposure &6 the customar contmues to make regular payments,
Allotech de Colombia (“Allotech™)
This custormer has a total debt of $1.1 milbon all of which is over 90 days pest due, Mo cash has
bean recenved from this customer in 31 2010, Management has not provided for this balance as #
continues to work with the customers to recover the dabt

Dl Afuonomy s expasure regarding such recevables needs o be carsfully montored. 11 is clear thet

ot management needs to remain vigilant to these rsks and apply a cavtious approach io recognming

e rewanuas and credt risk from business in this ama We have proposed adjustments in respact of the

s felloving recenables

po Telematica

Lt Wia have saan avidence of cormespondance with the custamer demonsirating that Aafonomy is

working 1o assst them with & fechrecal issue We concur that the provision regresents
management's best esimate of probablity of recavery st this stage.

Imtegracion
Ve acoept that cesh is being received showly from Sis customer and agree that the provision in
place respresents management's best estimate of the probability of recowvery at this stags.

Allotech

Ve havve proposed an adjustment 1o provide for the debt in full a3 vwe hivse se8n No avidancas o
confirm recoverablity. This is mcluded in cuir appendix 1.

Rmport to the SAudit Commities on the Q1 3090 Bewew Fral Ropes 148
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1. Key risks (continued)

e

Cn 4 January 2010, Autonosmy acquired 100% of the partnership units of Microlink LLC, a leng term
resaller of Auonomy product iro the US Federal Governrment, The initial purchase conssdedation
wad 555 0 milkon with deferrad consideration of 51 % million paid before the end of guarter. The fair
value of the frade and assels purchased 1ofalled 52 0 million

The @cqussition has been actounied Mor in ascondance with Inlematonal Financal Repoming
Standard 3 {revised 2008) Busness Combinations ['IFRS 3°). As part of the fakr value sdjusiments,
saparately idantifiabla intangibles of 567 million were recognised.  This intangible asset rapresants
gofware onginally purchessd from Autonomy. IFRS 3 requires that such a nght granted by
Susonomy should be fair valued and this is the value that is kit on the licence after amorisation,
winch repeesents & reasonable value o an independent third paty

I addiion, software sold by Autonomy 1o Mcrobnk whene ne on-sell had béen made al the date of
acquisiion has bean written off a8 & les valee adjustment because the software Bcences granted
ware specific to the end user which, following the acgusition by Autonomy, ara unlikely to be
trangacted

afrar Hklhg aeeount of the fair value af the net assets BCquirgd and the mita "‘:-'=|I|:I|E aggal the residual
goadwill balance m 555 2 milien. This has baen capitalsed on the balance sheet on @ provisonal
B wndil & full Tas value an H].'SIE CAn D pEriormaed which g expacted o be I:i:':-lr'lpll‘:‘-'\.l‘:lﬂ larin
2

Wi hivee renviewsd Lhe pronsional #cquesition scodunting prepaned by management. We nole that
no additional inkangibie assels have been recoghisaed af this stafe but expact a farmal valuation of
intangioles to take place during the course of 2010

16 Repost io e Aedit Committes on the O 2010 Review Firal Regoed
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1. Key risks (continued)
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Ac Cn 4 March 2010, the Group issued & converiibde bond in order 1o rege E458 9 million of cash (less

(=] ssue costs of £7 milllen ). As reguired by Intematicnal Accounting Standand 32 Financ's

uni fsirumants: Disciosure and Presectalion (A5 327), the comvarible bond has bean treated as a

ing compound financial instrument and has thersfore been splitinte labdity and equity components. As

tre pef |AS 32 the fair value of the hakdity companent on inBal reconition s the peesent value of the

at contracius stream of fulure cash Mowe digcounted at the market rale of intesesl The rate of inbereel

me used should be that which would hanse bean applied to an instrument of comparable credst quality

nit with subsiantialy the sams cash lowe on the sams terms, but without the comversion aplian. The

for residual balance after tha fair value of tha Eability component is classified &8 aguity

o The d=count rate wsed by management was 6% per annum which is the coupon rate apolied to

l'l'l"l; recent bond issues with sirmlar features and similar nsk profile

: Expendes incurréd aisociated with the idive of e ndtiurment have baen Spiit in proponan o the

ba grose split of kability and equity and netied off sach comporent

i | Creir B terrn of the convetible bond & ifdnoe change & béing reécodnised in the income Slaterment

% and cradited to the financial liabiltity on the balance sheat such that at the and of the tarm the liability
is aqual to the par redem phion value at the outset. This chasge is effectively amodtising the equity
component through the income ataternent and is recognised on a straight line besis over the term of
the Bond, Coupan interes! & recognised nthe income stalement as incurréd
The abowve accounting trestment his resulied in a financial kabdity of $544 8 milkon and equity
compaonent of 3978 milion in he Group accounts at the end of 01 2010 The aguity element will naot
be revalued, whareas the debt ekemen will b ranskated in to US Dallars at each quarter end.
Duluted earnings per shans has baesn calculated as though all bond halders have exercised all rights
to comvert to odinary shanes on the date of isswe of the bond. An adiustment has bean mada ta
earmings for the post tex amount recagnised in the ncome statement for finance costs related to the
pobéntaal ordinary shares,
hManagement do not consider that e Bond will be redesmed ahead of the scheduled redamption
data,

Dl Wil havve rendieswed the acoouning 1o record the comeentile bond and subseguent movements and

=11 confirmed that this agrees o the terms of the final offering creular.

o

res

po

nse

Report o the fudit Committes on the @1 3010 Aeview Firal Ropos 18
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1. Key risks (continued)

e identified the foliivwing olber terms & key risks during the Q1 2010 reviesy. The comments Bl demonsirale our réview approach over these key aneas which we are
raguired to be communicated to the Audi Commites, howaver, there are no significant additlcnal matiers which we wish to highlight at this stage.

Ledaitte responge

Ca Dwring the quarter a total of 268 million of software development costs have been capitalised (Q1
pit 2005 511.7 milicn). The amonisaion charged for the guanter amounted to 53.5 milbcn (21 2005 -
alis £3 2 milbon), We have revewed a sample of these costs and hawve verified thet the critena of LAS 38
ati P D n S8

ant
o=
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Autonomy shane options (and legacy Interwoven, Zantaz and Verty share oplions) have graded
vesting terms. These are typically a westing cliff of & months, after which cpions vest over 38
manths, vesting on a guanerdly bass. The impact of tis pallern of vesling is thal the IFRS 2 charge
ehould be higher during the early guearters of a share opiion scheme's ife and decresse as tranches
ol aplions vest an & quansly beals Hisoncally Aulonomy s Heated ihe ahare opbons &3 oiff
vessting on the final date of fe scheme and the charge = recognised evenly over the vesting pericd
Cwring the prior year managemeant has recalcuiated the historic changa based on the graded vesting
radil which has indicated that & credit to the Income statemant of 51.5 millian i@ reguired (with a
corresponding entry to debit the stock compensation resane). In Q1 2010, the Group has recorded
a chiarge o the income staterment based wpon the updated vesting moded, but has not reconded e
cumutative credit & & 31 December 2008 0 the income stalement. We have réviewed the changs
fos the pened. We have proposed this as an adusimant in Appendix 1,

IAS 18 requires that the fai valee of Support and MaEnienance PevenUs & resopnised over thi
pericd ower which the support and mairtenance semrices are provided. As many of Autonomy's sales
include both keanoe and suppon and mainenance, it (& necessany to assass the fair value of the
support and maintenance in arder that the correct amount is deferred at the recognition date of the
licence revenue, There is an element of judgemeant irvaived over the percentage used

Managemen] perfonmed a revies of cane oul rstes and rendwal rales dunng 2009 o suppont the
revanue resognition policy as part of the 2009 year end procedwas, There have Basn ne product
recalls, libgations o warranty daims that might indicate that the lavel of carved out maintenance was
inappeopriate, Canve out rates remesn stable whech = a resul of stability of the IDOL architecture
which & parvasive in all products,

Wi hawve tested the rates carved cut for suppont and maintenance to ensure that the rates used on
21 2010 licence Sakes are al the higher of e established far value or the rale conlrected inthe
signed Bgreaman

W concuf with the accounting treatment adopled by management and have not noted any
dewiations.
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Fe Management's Calculaions hae been reviesed in detal 1o ensure that ey have been calcuiated
¥ accurately and on @ consisient bass.

sta
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1. Key risks (continued)

Taxation

James Ferguson has acted a% tax audil panner, James s ndependent of any tax nelated non-sudied services provided and will B¢ subject to rotation as a key audil
partner in docoidance with APB Reviged Ethical Standards for Auditorns,

We have rewviewed the tex workings and discussed key matters with manegement regarding the tax positicn of the key entiSes and major
IranSacions in e year,

The Income Statemsant taxation charge for the period s $1% 1 millon which cormasponds to a full year effective mate of 27 T4% (year endad
3 Decernber 2009 - 26 02%) The change in the efective tax rate i5 prirsarily driven by the Tolowing factors:
& The full year benefit from the LS fmancing structune (which results in an additional US tax deducton) in 2010, companed 1o onhy Six
monits banelit in 2009- a 0.1% reducton batveen Q4 and 01,
= Recognition of additional banafit of increasing the dabt in tha US finanding structure, resulting in a further US tax deduction - a 0.3%
reduciion between Q4 2000 and Q1 2010,
= AN incresse i the benafit of RAD tax credes inthe UK - a 01% reduction betwesn 04 2009 and O 2010,
s The 2000 ETR included the effects of 8 one-off recognition of defemed lax assets on US temporary differences and & prior year
sljustmant in ralaton to the UIS fax crediter, These adustments ane nod repeated in 2000 - a 2 4% increass batwean Q4 2008 and
@1 201 0; and
= [Foliowing further work by Pwl since 04 2008, the study summansing the availability of US tax losses (the “ 382 study’| is nearing
compledion and tharefore management have chosen to recognise addibonal losses in ths quarter in relation to Vrage and will be
commaunicating to the market that they can expact their tex rate for the full year fo trend towards 24% besed on the expectation of the
findl PaiC report during Q2 2010 - & 1.1% reduction between 04 2009 and Q1 2010

Thiess key factons are dscussed n more detall below

The deferred tax assel expected o be recognised in the balance sheet is 320 2 milion (3240 million ot full year Z009), This relates
primarily to stock opficn losses which can be offset against future profits and ather temporary differences.

Thee nit defarred tax liability expected 1o be recognised in the balance sheet i 5859 million, This relates prmarily to the US purchased

intangibies, offsst by LS fax losses that can be recognised against future profis streams, mohuding the losses recognised this quarter in
respect of Virags

Rmport to the Sudit Commities on the Q1 1010 Rewew Fral Ropest 12
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1. Key risks (continued)

Tra
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A reporied to the audt committes at Q4 2005 whist the nsk of any trensfer prcing adjustment has
bean reduced through the work mansgement have undertaken there i stll & significant nsk of a
trameier peacing enquirg in the US and a8 previcusly communicated fo the audit commites the
documentabon 1o support the LS positon = not adequats

Viith the nereased profilability of the LS group and the mivement af taxable profis out of the LS
theough trarsfer prcing (e.g. full year estimate of 3200 milkon of profits being transfared fram the
LIS to the LK), it % only a matter of time bafore the IRS enguie, This hat become more sansdive
following the recent press announcement of a software seles agreement by Microlink  recently
poncluded with the IRS. It 8 our expectaton that tha IRS wil anly wani 1o Fansstt with companies

that are fuly tax complant and themaforg this transaction will furfhas raise Autanomy’s profile with the
[[£ 2=

Wil hiv'e dscussed this with management who understand the msks involved and recognise that this
inaue neads to be addresed during Q2 2010 . Wae strongly recemmanded that management set oul
an acoen plam on how this ssue will be addressad during Q2 before the IRS have chance to enquire
Vil eapect this to include the hinng of addtional resowee and a clear Bmetable fo produce detailed
tranafer pricing decumentation suitable for IRS scruting

Furthar to continuad work by Pyl on the LS tax losses, managamant have chosén b recogniss a
further 317.68 millon of lesses relating fo Virage based on PwC signing off on the 382 loss
restictions In relaSon o this entity. There are fulher polenti® kases of 5410 milllen rédsting 1o
Verity and Zantaz We atrengly recommend that management ansure that PwC do complete thair
war K during G2 2010

Dwring 2008, management angaged Emst & Young ("E&Y") to advise and implement a US Snancing
stuclure which seeks to cblain both & césh G and accounting benefit, Such hal inléresl paid an
debt batwean the US and the UK is tax deductbile in the US and thera is no coresponding interesat
taoed in tha LK. The gress benafit incleded in the estimate of the full year ETR & £12.4 million which
includes an additional benahit of $3.2 millien retating 1o addtiona Gebl that s bang intreduced 1o the
siructura
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2. Other matters

Inspaction by the Audit Inspection Unit (<aU™)
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The Pialessional Chrersighl Board ('POBE") 5 thi: operating body of the Financial Reparting Coungil,
the LIK's indepandant regulate for conporate regorting and governance, and provedes statutcny
oversight of the regulaSon of the avditing profession. Through the AIL), @ monilors the quality of the
audite of sted and other major public interest entities.

Followang & consulation in 2007, POB has edopted revised amangemeants under which the AL wall
ba raporting on audt quality monitodng. Thase hawve implications for firma and their ksted and other
Frajor pubbe interest audit dients a5 Tollows

o irgbead of POB publghing an anfual repar sammansing he pindgal indngs ansing from s
inspections al the maj firms, from the auturmn of 2008, the AL will publish & separmate
report on each meger firm, mclueding Dedoithe;

» im addition, from Apal 2008, the AL will report on & formal basis to the relevant audit
engagement partner on their review of the gualty of iIndnidual sudit engegements. Such
regarts wil be provided on a confidential basis and may not be dscloged 1o any third party
outside the firm, ofer than the directors of the audd client concerned, withowt the prics
waitten consent of the AlUL If ether the repert o the information containsd within it is
daclosad o the directons of the audt chant, they will, in most cases, also be undar &
statuiony obligation under section 12244 of e Comparses Act 2006 o keep the repod and
the infarmation prosided in i corfidentis; and

e &5 B conseguance, OB nas (ifed the restriction that preverded firns from disclosing the fact
that an awdit had bean reviewed by the AIL) or from discussing the resulis of that rewveew,
We are now therefore free to dscuss sech matiers with you

The AL ressbewed the audit files of Autonarmy Corporaton ple for the year ended 31 Dacember 2008,
The purposs of an AIL reviaw is 1o aeseas the quality of an indvidual audit sngagemant and to
identify areas, if amy, in which improvements need o bé made, The AN nobed that Such “repors arne
nok intended 1o be balanced scorecards or rating tools bul to focus on those areas where
improvamaent s reguired aithas o enhance the gualty of audits or 10 acheeve compliance wath
auditing atandards”,

The AL resed cartain maters with us which have baen commuenicated i managemsant We heve
incorporsted thase recommendations into our 2005 audt files.

Iy b avant that the sudit fes are salected for & furthes review, wia will sdviee you of the fact and,
hawing obtained appropriate confidentiafity underakings from you, provide you with a copy of the
All's report. Wa will also provide you with a copy of the public report on Deloitte when it 5 ssued
later in the yaar

18 Repost o the fed it Committes on the O 2500 Review Firal Roper

COMNFIDENTIAL

HP_DER3_0D0O7 769




Case3:12-cv-06003-CRB Document435-20 Filed08/31/15 Page27 of 32

3. Responsibility statement

Whike our répan includes suggeshons fof improving sccounting procedunes, intermal controls and other aspacts of your Business ansing oul of our procedures, we
amphasisa thal our work was performed with regard to ow responsibdiies under ISRE (UK & Ireland] 2410 'Review of inlerm lnancial mformation’.  We make these
suggastons in the context of owr rewview but they do nat in any way modify our apinian which relates to the financial information included in the half-yearly financial report
as awhole Equaly, we would need to perform 2 more extensve study if you wanted us to camy out & comprenansye revies for weaknesses in existing systems and
present detaled recom mendations b improve them

This repart has baen prepared for the Board of Drectors in that capacity and we therefore accapt rasponsibility to you alone for s contents. We accept no duty,
respansiblity or kabity 1o ary othar parties, since this repart has not been prepared, and @ not imended, for any other pulpose. |1 should not be made svalleble io amy
ather parfies without aur prior wiitten consent

Deloitte LLP
Chartered Accountants
Cambridge

15 April 20710
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Appendix 1: Adjustments

Uncorrected misstatements
The feliswing unconmected rmesstatemants were identified during he course of our revigs
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Factual misstalements
Discountng of Capax Global deal with
axtended payment terms { i i
i] o a
3 3 3
1 [ )
IFFS 2 chamge corraction fol renvisad - -
e 1
5
IFRS 2 chamge correction for use of
incormect rate i
n]
4
1
Judgemental misstatements
Reversal of revenue on Ralian i {
rasallers Auxilium and Complar i 2 2
Trading 5.1 2
2 2
2 [ [
1
Frovision against Sales Consulling i
31l i 2
2
F)
2 [
I
Provision against Alotech de
Colurnbsa debior { i
1 1
1 1
1 |
Effect of tazxation i
i
. G
3
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Total

= L [ R

We identified a pressntational adjustment on the face of the income statement in relaton to cost of goods sold of 33,8 million.

Wiz will obtan written representations from the Board of Directors confirmeng that after considering all these uncormected items, both indsddually and in eggregate, inthe
cantext of the consdidaled Anancial stalements laken &8 & whole, no adjustments are reguired
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Delertte refers B3 ong o mang of Dalcitts Towchs Tohmatsy (DT TL & fwiss Verein, and & notesrk of mesber Srrve, oach of whichis o legally separabs and rcspa nderd
antity. Please see wew. deloitie co sklabout for 2 detailed descnptan of the legal structure of DTT and its member fimms.

Duslcitt LLP b the Uinbed Kingdom mamber fem of DTT
Thies publcation bas besn wiilian in geoeal lms and Beredane cannol be seliad on o cover specific shabons appicalion of the pinciples del oul will dapend wpon the
parficular cecumstances inyohed and we ecommend Bat you obiain rolessiornl adece belore acting o miraning from acting on any of the contents of s pubbcation.

Delestie LLP weuld ba pleassd b sdaise randers o8 a0 Bpeply e pring isles, set ol in s puliiosten o ther dpeclfe croumatanses, Delome LLP spsapls po duty of sans
or EakilEy bor ary loss cocasoned to ary persen acBng or refsaireng from action a5 a resulk of any matenal n this publicatsn,

8 2010 Doploite LLF. A1 ights ropefd

Dwlcrtie: LLF iva imied fability pasinership regrstered in Englarsd and Wales with regntered rumber DCI3ETS and i registeced office o T New Seel Square, Londen
ECAA 36T, Ureted Kingdom. Tel: +4a {08 20 P36 3000 Faee: sdd ) 20 7563 1188

Memboi of Deledtts Touche Tehmatsa
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