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Introduction

Wie have pleasure in setting owt in this document duwr répart 1o the Awdit Cormmaties of Autanomy Corporation ple and its
subsidianies (logether “the Growp® or "Autondamy’) on oor resiew of the three months ended 31 March 2011 for
discussion at the mesing scheduled for 18 Apdl 2011, This répor summanksas the principal matters thal hawa ansen
from our review of the financla information within the Interm Managemsnt Staterment for the three months ended 31
Karch 2011

This infroduction is not intended 1o be exhausiive bul highlights the most significant matiers to which we would like to
Biing your attention, N should, theretore, e read In con|unctisn with the entire repor and the appendices thereto,

Hey risks and other We discuss within Section 1 ihe results of our review work in relafion to key risks which
matters are sgnificant 1o the G1 2011 resufis and press meloase.

Im panticular, we will focus 8t the Audit Commattes mesting on
= The approprigiensss of revenue recognition;

= Licence sales \n the quaner mads through Value Added Hesellers (Capax Global,
Micrelechnologies LLGC and Discover Technologies LLG), and

= Trade receivables where them s significant exposure and therefore judgement as
o colleciabdity (Microtechnologies LLC, Red Venlwes, Sales Consulting S,
Ausdium, Comerncializadora Cobal, AS Compuladoras y Servicios and Inegracion
de Magocias). Limited cash has bean received on these debts since year end and
rmanagement should continuee to focus thedr efans on recovenng these dels.

W discuss within Seclion 2 the results of owr review work n relation o olher matters
which are relevani (o the 1 2011 msulis and press redease,

Im particular, we will focus st the Audit Commattea mesting on:
= Strategic handwane salas;
& Morcedes sponsorship deal
= Finalisaon of the Microlink scquisition accounting; and
FREP lefler and sharenokler comespandence

In ackdition, thede ane the Tollowing matlers which we have identibed a5 relevand Lo e Q1
2011 resulis and press release for which we have no matters to repor to you:

= Capidalisation of research and development expanditure,

L

Wile have substantially complated our review. Corain procedures remain sulslanding and
need 1o Be finalised Defore we Cn BSUe our reviesw oplnegm,;

« Compleion of our imernal review procedunes
Completicn of owur reveew of ihe draft Microlink acquisition repaort;
Renaewe of your final Internm Management Statement;

Receipt of al outstanding = %1 million revenue confirmations (Cwrrently ten
outstanding — for full dedals sea page four, and

+ Receipl of managemen! represanialion lefer (See Appendix 2 for sugpested draf)

Wle will repon B0 you orally in respecd of any moddications 0 the findings or opinions
contained in this report that arse on complstion of these matters. On satisfactony
completion of the outstanding matters, we anticipate issuing an wnmodified revies neport,

Fipar] B0 The Al Commtes on ihe Q1 30711 Review 1
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Introduction

Potential adjustments W hawe used materally of 355 mdlion (Q1 20000 5.0 milkon} for the quatedy Income
Statemend, based on profil befoog L. We will also consider our 2010 year end maledialily
of 522 5 million when reviewing the Balance Sheet, in particular in relation fo the impaect of
our prior year uncomeced misstalemeants.

Known adjusiments for Q1 2011 reduce profit before tex by $1 8 million, new assats by
55.2 million and pricr year retainad sarnangs by 51.8 millon,

I addition, judegemental adjusiments would increase profil before tax by 50 8 million,
decrease nel assets by 7.5 milion and prior year refained samings by 58.1 million.

Total adjustments would decrease profit after lax by $0.8 milkon, nel assets by $8.3
milion and prior year retzined earndngs by $68 million. Detaills of owur potential
adjusbments ane included in Appendix 1.

The impact on the prior year refained eamings i3 & funclion of the 2010 year &nd swdil
adjustments an the 31 March 2011 balance sheet.

Mansgement has concluded that the total impact of the uncomected misstatements, both
individually and In aggregate, B not matedal in the contést of the Anancial statemens
taken as a whote, and we condur with their vitw,

LA R e e Ll As pan of our raview, we consider the quality and accapiability of the Grouwp's accounting
financial reporting policles and financial regading and thalr conslstenty with the 2010 annuwal répart. Wa noté
thiat the Quartedy Report for Q1 has been prepared wsing the same accounting policies as
adopted for the 2010 year end, and that it complies with the recognition and measurement
criteria of IFRS

LIS R T T A% prart of our révigwr we have made enguings of management reganding the control
control systems envronment and the relabidy of the management réporing process

We have been sdvised that thers have been no significant changes to the condrod
emdronment smce the year-and and themsfors we have not camied out any detailed testing
of internal controls.

Indepaendence In our professional judgement we are mdependent within the maaning of AFE Elhical
Standards for Auditors and the objectivity of the audt engagement partner and audit staff
15 RO Empared.

T Repar o he Gisdn Commiites on he Q1 3011 Réyiew
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1. Key risks

The resulis of our work an key risks are 588 out balow:

Rawinue Recognition

Revenue Revenues for the quarer were 32128 million (Q1 2010: $154.2 million),

continues tobe  panagement continues 10 apply o consistent policy 10 recognising revonues which includes
appropriately ensuring revenus is baing recognised in the approprafe pericd. assessing the probability of
recognised in recovierabiily, evaluating any ongoing mansgeral invobvernent and dischaming obligations
accordance with  theraby ensuring that all of the provisions of Intemasional Accounting Standard 18, Revenue ('IAS
IFRS 18") have been satisfied.

Tha mosi significant Bcence revenues recognised in Q1 2011 on seles dired to end users were
with HFMG (5108 million), Deutsche Bank (37.1 milion), Hewietl Packard (58.4 million),
Tottenham Hotspasr (38 4 milion) and Morgan Stanley ($5 0 milllon)

KPMG

This is & $10.8 mikon licence deal for extended nghts allewing sdditional wsers, adminisirative
imeraco and nguage packagos of the sofhwane including Aulongmy Express Search, YWorksilo,
Tearnaite, Livesde and QpenDapkoy o0 the use by KPMG. Suppon and maintenanca has baan
carved out al 85 under the terms of the Bcence and defemed.

Deutsche Bank

This = an amensdment 1o their existing Digital Safe keance to extend the berm o to March 2018
for a kcense fee of 7.1 milkon. Extended storage rates were also renegotiated to S0.0045
MEear. The deal Includes the addition of an “Archiving Cregit™ of $1.2 milion 1o incenlivise
increasad volumes, IF sufficient volumes ame hosted to allow ihe credit to b taken, this will bring
the effective per ME rale down o lhe established fair value VSOE rate. Hosling revenues al this
rénegoliated rake will Somménce from witén managemant will néed 16 858648 Ihe nocd for the
recarding of & provision against that revenus, in relation to the “Archiving Credit”. Support and
rmadirtenancs is cansed oul at 5% under the berms of the oence and deferred.

Hewdett Packard

This is a 58 4 milkoen 5 yaar lem licencs deal for a seibé of Autonomy software Incuding 1IDOL and
LiveSite Servers, TeamSite, Openleploy, Gfiniti, Virage Yideo Sureeillance and Inlmspect EDD
and Autonomy ECA for use by Hewlel Packard, a global IT supplier. Swpport and maintenance
has bean carviesd out 8t 5% under the tems of the Bosnce and deferrsd

Tottenham Hotspur

This is & 36.4m perpetual licence deal for Awonomy software including IDOL server for Social
Media, Interwoeen WM swte (TeamSie/LiveSks) and Autonomy ArchivingE Discovery Solution
{inclueding Introspect), There is an oplion for Totlennam 10 onsell to another user If desired.
Swpport and maintenance is carved out at 5% wunder the terms of the Becence and defermed.

Morgan Stanley
This 15 a 55 milllon licenee deal for exdended nghts allowing sdditional capacily of the software
imcluding Digial Safe, DS Mail, Awlonomy Consobdated Archive (ACA], Autonomy Social Media
Connect, Awdit Centre, Live Caplure Agent, SupervisonSE), Autonomy Investigator and Early
Case Assessment (ECA) for the use by Morgan Stanley. The license also speatfied the Digital
Safe slorage fea for 2013 and beyond. Suppordt and mainlenance has boeen carved oul af 5%
under the tems of the cente and defemad,

In ackdiion bo us r'HHi'uril‘In third |!|.l|'.|]l confirmiisoens, manag e has confirmed el fno evenue
deals contained side letbers or ongoing Avlonomy performance requirements thal were separate
from the signed sales conlracts,

Fepan b0 the Audl Commiihes on he Q1 30711 Review 3
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1. Key risks

Rewgnue Recogaiion (continuaed)

Dia it Application of IFRS and review work paformed

response O review of révenue conracts was desipned to select large contracts, those comtaining mon-
slandard terms, 85 well as 8 sample of other contracts, Qur review work noted that revenue
recognition continees 1o be consistently appbed in comparison with previous penods and in
atcordance with Group accounting polices and IFRS.

For all deats over 51 million we ssuad réevenue confinmation requests direct 1o the cestomer. To
date wit hiand® had responses Irom e ma) oy of customers with the exceplion of KPRG, Allstate,
Symantec, Electrabel, Discover Techmologes LLC, Zenith Guif Security Systems. Tottenham
Hotspur, Capax Global, Microtechnologies LLC and Johnson & Johnson. Management is working
wilh s cuslomens Lo andure e Uimely nscepl of the oulslanding confimations.

For epch contradd selected, we examined the terms and conditions of the coniract to ensure Ehat
ng unusuel circumstances existed which might impact the recegnition of revenue, We ensured that
amouns recognised could reasonably be expected {0 be recoverable by inspecing paymend
hislory of credst checks where relevant. Fuhemione, where ongoing managerial involvemen is
necessary, the carve oul rate for revenues deferred were recalculaled 1o ensure they were [n ling
with Autonomy's standard carve out rates for supporl and meEmensnce and support Services,
where relevan.

Wia note that in this quarer thens has baan an incredsed number of deaks with paymant lerms in
excess of hwehee months. The only extént (o which (his Gn fave an impact on e evenee
recognisad s throwgh the need to discount the future cash flows associated with the licence sale,
ta reflect the fair value at the point of sale. This will then serve to reduce the value of the upfront
licence fee recognised. We have considered this as pan of our revenue woak and conclude thal
the impact of discounting the Tuture cash Mows on over 31 milen deals this quarter, where
payment 18nms are in excess of hwedve months, & ot matenal. An H]lﬁl‘l"l'lﬁﬂ reducang revenue
by 0.2 rillicn is incleded & Appendix 1 in relalion to this.

We concur with management's treatment of the abowve deals

4 Repar 1o Dhe Gisin Commites on (he Q1 37071 Reyview
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1. Key risks

Sales to Value Added Resollers

Sales bo the In tha first quarber there have bean six keance deals in excess of 51 mdlion sold throagh the thres
three largest langesl Walue Added Resellers ("WAR"), which in aggregate account for revenues of 5235 million.
Value Added The rénvesnees wene recognised between these resellers as follows: Capax Global (513.0 million);
Rasellers Microtechnologies LLE [*Microlech®) (851 milbon). and Discover Technodogias LLE ("Discover
contributed Tech") (554 million).

revenue of 523.5 #4439 March 2011, total amounts due from these reseliers (including sales to them for their cwn
millicn in the use) was $54.7 milion (31 December 2010; $41.4 milion), which accounts for 21% of the Group
i trade receiabies balance, Of the fotal amount outstanding at 31 March 2011, $13.5 milkon was

owerdue; 38,7 million of that balance relstes to the amount due from Microtech on the ssle to the
Vatican (s0e pafe & for further dedails). Cash from hese cuslomers recaived in the quanar was
$19.2 millkon

Throwughout Autonomoy's hislery, many deals have been sold through VARS. In particular in the
LIS, VARS which have BA stalus are highly peized by puchasing comganies as they need o
source a certam propadion of their purchases from 8BA accredited suppliers to be able lo sell o the
LIS military. Thres ressllers wilh 85 slatus arg Capax, Microléch and Discover Tech. Since 2009,
over $100 million of sales have baen recognised 1o these rasellers, For example, last quaner, the
lamge Bank of Amenca deal went through these 84 resallers.

MEII‘I#H‘II’.‘I‘I‘I. continues to monitor the GI‘I:I'IJF:'E DS to these rescllers and assesses the
likelihood of '.‘!-l:lﬂﬂl:.'-lﬂ'.'ll|l.'|' whin ﬂl:ll‘ls-ﬂﬂl!.‘l'll'l-ﬂ the appropriatensss of revenus reECegnILion on Saks o
these reselars.

We nofe that a licence previously sold to Capax Global in &3 2010 for onsale to Amgen (38.5
millien), has been re-assigned in the quarter 1o énable a sale by Capax Global to Bank of Amedca,
a5 par of the large Q4 2010 revenue deal previously repored (o the Awdil Commidies, Mo rewenue
has been recignised on the re-assignment of this lcence and the owstanding recelvable has
been meehed during the quaner

Deloithe Management shoukd continue 16 moniter the amoems dug from these resellers 10 &nsure that
response payments continue to b2 made in line with thair payment temms

In particular, managemeant should continus to assess the appropriatensss of recognising revenue
on sales made (o Mlorolech on the grounds of colleciatdily, given the size of the oulstanding
batance (320.5 milkon). We understand thal managemenl is working wilh Microlech and exped 1o
receive a payment of 33,0 million imminently, On the basis of management’s representation 10 us
(included al Appendix 2) we can accepl mansgements jedgement around the recognition of
révenoe an sakes lo Microlech, and o (he Value Added Resellers a5 a whole,

Fepan b0 the Audl Commiihes on he Q1 30711 Review §
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1. Key risks

Prawaseon for doulbtiul debts

DS0s hava Tha nel pccounts recevabie balance at 31 March 2011 is 52632 million (31 December 2010:
increased and 52677 million). The bad debt provision at 31 arch 2011 slands at 530.7 million {31 Decembear
are above the 2010: 5253 million). The bad debt change for the quarlér was 323 milion, which i down slighily
target range. from S2.7 million in Q1 2010 and 53.3 million in Q4 2010,

This is driven by  cash collection in @1 2011 has been 5228.2 million, which has increased from 5193 8 million in
increase inaged o4 2010 This compares to revenue in Q4 2010 of $244.5 million, meaning cash collection has
debt and level o1  ppon 3% of the prior quaners revenue. This has been impacted by cortan G4 2010 revenu

extended deals where payments that fell due in Q1 2011 were not received by 31 March 2011, Cash
payment 16fMS  repapved in the quarter from the non-recourse sale of receivables was $20.0 million (Q4 2010
$12.3 million).

Ds0% have increased Irom 94 days in Q4 2040 1o 102 in Q1 2011, This has been diiven by a
combinalion of an increase in overdue debls and the granting of a number of licence sales with
extanded paymen erms i excess of 90 deys as a resull of challenging markel condilions. This
DEC trend is Bkely to continue (o mcrease wnlil overdue amounts ame recovered, or provided for,
and payment temms offered retumm o normal levels, §Le ranging between 30 = 90 days

Management continues o apply & detailed approach o credit control wwih Increased acrutiny
argund ¢ach quarcr cnd over polential cxposune and the necd 1O make a provision.
Microtechnologies LLC (“Microtech”)

We reporied in Q4 2010 that 7.0 milion remained culsianding from Microtech redating to the
£11.0 million licence deal whare the end user i the Vatican, During the quader no further amount
has bean recenvad from Microfech. We understand that Microtech has yet to receive the amounts
due from the Vatican and as such is delaying payment to Sutonomy. Management is currently
winking with Microtech to recalwe paymend of 530 milllon imminently and & confident thal
payment will b2 received on the remaining amownt in due cowwse given their knowdadge of the deal
with he and user and its ongoing involvement with Microtech an olber deals.

Italian value added resellers

Tha net exposure on large contracls overdwe from Baly is $8.0 milllion (31 December 2010: 7.0
million). ho cash has been received during the quarter. The only movement is & result of the
addition of a $1.5 milion provision and an increase of 305 million due to foredgn exchange
rmgvements. The prncipal amounis culsdanding are Sales Consulling Sl (51,9 million nel owing
from 2009 sales), Red Venlures (32,9 milion owing from a sale completed in &3 2010) and
Sl EE‘I.E malkon owing from a sale compleled in Q3 2010, Managemean! is confinuing 1o
push for payment on these overdue amounts and con@ders the currand level of provision to be
adequate,

Latin American debis

Thi net exposure on lange comracts outstanding from this termtory is 388 milkon {31 Decambar
2010 7.0 milkon). The principal amounts outHanding are Comercializadaora Cobal (52.7 million
owing from sales compleded in Q3 and Q4 2010), AS Compuladoras y Servicios (51.1 million
owing from a sale complated in Q4 2008} and Integracion de Megocios ($2.5 millon owing from
sgles completed between Q2 2008 and Q1 2010). The movement in the quarter is 8 resulf of 8
$0.3 milllion prowision and the recelpt of $0.1 millkon from inbegracion de Negocios.

Management has now agreed lerms wilh Telamatica Lefic for the payment of 308 milkon to be
made in Q2 2011, There 5 only 30.3 milkon of exposure on this customer at 31 March 2011
therefore this receipt will result in & net 30,3 milkon credit against the proviskon currently in place
and is evidence that management continues o woark with these long overdus cuslomen o receive
payment,

Management is continuing to push for payment on these ovemrdue amounts,

& Reparl 1o he Sisin Commites on (e Q1 37071 Reyview
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1. Key risks

Prowvision for doubtful debts (continued)

Movartis

In Q2 2010 rmanagemenl became aware thal Novadis had breachisd the terms of their licence
agreement by distibuling Aulonomy software 10 @ greater number of wsers than permitted.
Following o sedes of discussions with MNovanis dunng Q3 2010, managemen raised an ivaids to
Mowarks for $2.5 million, and recognised revenue of this emoent, representing the confradcual
amoun dee for the breach based on information supplied by MNovartis. Whe understand that
discussions wilh Movaris ore ongoing bl 1o dolé no momseés have bedn meceived against this
invoice, which was due for payment on 30 October 2010, Management has not provided against
this amaunt a5 they are confident that payrmant will be recebwed in due course.

Daloitie Wa have reviewed customer comespondence, payment hisiodes and cash collections which
response suppad the conclusions reached [y management.

ltalian value added resellers

Since reporting to you & vear end our proposed sdustments for amounts culstanding from Sales
Consulting Srl., Red Venlures and Auxilum, we nobe that there has bean nd further cash
received against any of these amounts. Management has confirmed that it i5 still actively chasing
these debls bul anegn the lirmeled porsuasne Gvdonigs of pll'l:lh-ﬂll-b cash coliecton, and the
increase in the time elapsed since the amounts fell due, we remgin of the view that these amounis
should have baan provided agains in tha 2010 financial yaar.

Currenlly our proposed adjustments sgainst amounts owing from Awdliom and Red Ventures
remmgin as jpedgemental messtalements given that management continues (o chase the amounis
due and they have been owerdue for kess than one year, If no fudher amounts are recelved from
Auiliem, and no ovision B booked by managemenl, before we repor io you on the G2 2011
risview, (hen given a lack of persuasive evidence of probable cash collection and the fact thal the
ammgeund Culsianding wil hawve Deen overdue for more than one yearn, we will then consader il Lo be
A krowm) rmisstabe el

Latin American debls

Since reporting 10 you at year end our proposed adjustments for amounis outstanding From AS
Computadares y Sandcos and Commerciakzadora Cohal, W ndde that there has been no furher
cash recehwsd against alkher of these amcunts, We thersfore remain of the wiew that these
amounis should have been provided against in the 2010 finandal year. We continue to consider
these to b judgemental adjustmeants ghan the time alapsed sinca they fall due and the 1act that
management i continuing to actively chase for paymeni

I ni further amounts are received from AS Computadores y Servicins, and no provision is bopked
by management, bafore we repor fo you on the 32 2001 review, then given a lack of persuasive
evidence of probable cash collection and the fact thal the amoun cwlstanding will have bean
overdue for more than one year, we will then consider it to be a known misstalement,

Fepan b0 the Audl Commites on ihe Q1 30411 Review 7
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1. Key risks

Prowvision for doubtful debts (continued)

Dia it Latin American debis (continuwed)
response The average period for which amouwnts due from Integracion de Negocios have been overdue is
{continued) 526 days. Ghven the lack of progress made on recovedng amounts due from this customer in

rescend quaniars (no cash received in Q4 2010 and 0.1 millien receved n Q1 2011) and the fac
that a payment plan baing negotiated &t year end has not yet baen finalised, wa consider that
there is nol sufficient persuasive evidence of probable cash collection o support the recoverabiliiy
of this amaunt. Ve hawe tharefaré proposed o known adjustment in the Q1 resulls in resped of
the Integraction de Megocics overdue deblor (82,5 milion), This is a known adustment on the
basis that the amounts outstanding are overdud By mone than one year.

Novartis

Basad on the kegal comespondence we have reviewed to dale, and discussions held with the

Group COO, we understand that management is scheduled to meet with Novartis in early May to
resolve this matler and thet payment is expecied to be forhcoming following that mesting, We

therefore concur with management's decision nol 1o provide For this amount

In addition to the sdivdually signifcam amounts outhid abowe, we nole that there s
approxirnately 54,8 millon in aggregate of smaller debts which are more than 180 days overdue
{31 December 2010: $5.8 million). We éncourage continued Strong management [otus on these
debls in Q2 2011

Conclusion

The provisioming of doublful debis is cleardy & highly judgemental area and mansgement
approaches the process in @ diligent manner. Histoncally Autonomy hes had slow paying
Ccustomens, and nas hiad & good Irack recond of Being paid, and & relatvely [w Dad debt hstory
Hiwever, as previously repored 1o you in Q4 2010, our work has led us 0 beleve that a lamer
provision would be prudend. In addition to the adjustments noted above, we nole thet the ageing of
debd has condinueed to detenorate and this has slared to impact the level of DSOS reponed by the
GroLp

Ve accept thai the magnitude of any additional provision, as indicated by owr potential
adjusiments, would nod be maledal to the balante sheel taken as a whale.

Management should clearly oulling the réasens for the delenorason in the DSOS in s 31 Inadm
Management Statement.

B Reparl 1o he Sisin Commites on (e Q1 37071 Review
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2. Other matters

Strateqic hardwane galos

Backgroumnd Included in revenues for the quarter is 3204 millon of haedware sales (01 2000: 312.2 milkon, C4
S010: 529.0 milion). This repréesents approximately 355 of the Group's revenues for Q1 2011

The maost significant hardware revenues recognised in O1 2011 were with SHI Inlemational ($12.3
million), Amulet Hotkey (54.0 million) and Bank of New Yaork Mellon (33,4 milkon),

Consistent with the hardware sales discussed in previous quarters’ repods 1o the Awdit
Committes, (hese strategic sales 10 majer purchasers of software (mow and in the fulue) have
been made 813 small less,

Managemant has taken all of the costs associated with these hardware sales to cost of salas with
the exceapion of the loss of approximately 320 milion. which has been allocated fo sales and
marketing expensess on he basis (hat these sales are only made al a WSS in order 10 procurne
further, profitable software sales, As discussed and agresd al the year end auddl commities
meating, no adjustiment has been made to impute a normal level of profit on such sales.

Management has further extended s analysis determining the strong Enkage betwean the loss
making hamwarn sales and subsoquent highly profabkt soffwaro sales which indicales thal for
$17E.1 milon of hardware sales made over the course of 2008, 2010 and Q1 2011 {3t 3 total koss
of approximately $31.0 milion), approcimately $106.0 million of major software deals have laken
plics with thase cuRtomers ower the Sama parsed and $32.3 milien of hosbed Myvenues hina Boan
generated for which there is 8 recwring revenue Strearm. Al of thess subseguent amounts hawve
Eeen transacisd a1 Autonomy s normal egh gross profil mangin apove 90%

Deloithe We have reviewed menagement’s analysis of the linkage between the loss making siralegic

rEsSponse hardware sales and subsequent profit making softweare salas and given the scale and consistency
in allocation with the pror quarers, accepl the decision taken by management to allocate the loss
of 2.0 millan to sales and makeling cxpends n Q1

Mercedes sponsorsnip deal

Background A5 first reported in Q2 2010 the costs of the Mercedas sponsorship are being spread evenly ower
the two years of the agreemenl. Manapement is satished that he benefits accrue evenly over the
bwo year perod and thensfone believes 1S accounting fo be approgriale,

Deloitte In our wiew the higher costs of sponsorship in year one should be spread across The fast year,

MEsponse resulting In a shightly higher charge in 2010 and & lower charge in 2011, We have proposed &
Judgemantal adustmant Lo increase profit by $0.8 million al Appendix 1,

Finalisation of the Microlink acquisition accounting

Bachground As repored 1o you nm Q1 2000, Microlink was acquired in January 2000 lor 8 purchase
consideration of $58. 8 million
Under IFRS 3 (revised 20048) there is a twelve manth period after & business combingtion within
which you are reguired to make any adjustments to the provisional fair valees and goodhwill
balance,
Management is in the process of finalising the acguisition accounting entries and has engaged
MeLean LLC to provide a final valuation report for this purpose.
Based on the results of the draft repont, the acquired intangibles have been fair valued at 58.7

rrallicn, which s 52 3 million lower lhan managemeant’s provissonal acquisiton accounting, This will
result im an increase to the goodwill balance in the quarier

Dot bt Wa have reviewad the draft valuation report and ane in the process of discussing a number of
FESPOnSe queries wilth McLean LLC, We will update you on the progress of (his work at the audst commities
meading
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2. Other matters

FERF lefter and sharehokder cormespondenc

Background During the quarer management received a letter from the Financiad Reporing Review Panel
CFRREF), which cullined the matiers raised by Brent Hogensan In his e-malls to managemant and
thie Audit Commilles in June/duly 2010

The Dackgrownd 10 (he guestions rased and our Sudseguent repor 1o management was nchisded
imour 52 2010 Avdil Committee paper.

Dol cvitter We revissesd manapement's draft response to the FRRP and provided comments for
MESponse consideration, We understand thal management is currently awailing a respense from the FRRP

on the explanations proveded. We will report 1o the Asdil Commities on the outcome of the FREP
letter once fully concluded,

In adddion 1o the above, wi have recenved leblers from two invesions (Heomes Fund Monagers and
Adermis Irmcasment Management) rassing concems abo cedain accounting matters (8.
segmental reporting and the carmying valee of goodwill). ASs you may be awane, as slatulory
auditors, we e unable 19 provide information 10 individusl Sharsholders.  We have tharefore
responded to both investors refermng them to our awdit repart in the 2010 Annual Report. In
addilion, we have discussed the Eswas ralsed with mansgement and am satisSed wilh Hs

responses
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3. Taxation

Effectinve tax rate (“ETR")

The 2011 ETR is 2010 2011

increased to 7% 4

dus to the cra-ol UK corpocation jax rafa 28 0% o28.5%

factors in 2010, such Tax effect of non-deductible expensas 0.4% 0.4%

&3 the recognition of

US tax losses, not Tax effect of non-taxable income {1.28%) {1.1%)

being repeated Ressarch and Development {ax cradits {1.2%) {1.2%)
Recognition of Lax losses {5382 siudy) {5.8%:) -
Cther differences (induding tax provision) 1.3% 0.2%
Effect of overseat tax rates 1.5% 2.5%
Effective tax rate for the year 23.0% 27.0%

The key drivers which impact the cumenl year ETR have been reviewed and discussed with
managedmenl. These are boadly as expecled with the sdditional reduction in the main rate of
LK corporation lax from 1 Apnil 2011 1o 28.0% announced in his year's budgpet

Deloitte response Tha ETR por management's Lo workings is 27.0% (2009 23.05), The pincipal movemens
i the effectneg Lax rate from last year are S8 oul above. We would degs wour atlention 10 the
following key points

s The Benefil of the US financing structure and the UK deduction for RED are expecied
1o b2 consistent with |ast year,

o All vailabde acquingd lae losses in the US have now been fecogiised and o Tudfer
nel Income Statement impact |5 anticipated,

« The effect of overseas lax rates has increased due 1o the increased diference batwoan
the UK and US comporation tax rafes, This is partisly offset by an increase in the
armaunt of profit arsing in the LK from e transfer pricng polety.

Thase movemants ang consistent with our expediations and our réview of the L workings
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3. Taxation

Tax Provigsion for US Transfer PRcing

The tax provisicn The woek 10 suppor the group's ransfier pricing armangemens in line with LS documantation
at 31 December requirsments i5 substantially complete and provides documentary suppor for the transfer
2010 remains at pricing policy apportioning profits between the LS and UK for the years 2007-3008.

$7.2m inrespect of  The hrought forward tax provision, as at 31 December 2010, |s $7.2m In resped! of potential
potential future US  hissorical transfer pricing exposures, comprising:

1 o B X 3
:::;15 byl * 52.4m in respect of the adoption of the transfer pricing process in 2007;
pricing « 54 8m based on 8 sensitivity analysis using an incresse in US taxable profis of

approxEmately 15% for the 2008-2010 years

Deloitbe response Wihilst the weork done in (he second hall of 2000 on Lhe (ransler pridng documentation suppors
the owerall levals of US profifabifly. the tax peovision established does not appear
unreasonable as a prudent measure in respect of a potential US tax authority endguiry into the
growp's transfer phicing,

Management should continue to provide for the potential exposure on a consistent basis undil
s appropriate 10 begin rzleasing the provision for older years or folkowing an enquiry by the
IRS.

We understand from management that this exercise will be Mnaised as pan of the Q2 dose
process.

Future U3 tax profile

Al US tax l0sses Al available VS losses wan recognised durng 2010 and during 2011 it is expected that all
and all unrestricted  avsilable unresincted US lossas will b2 wsed against iaxable profit. The group is therefore Bkaly
losses ans 1o have a significant amount of LS lax payabbe for 2011,

expected to have This is likely 1o lead to a higher profile with the US state and federal tax authorfies and

been utilised by the  jrrrease the imporiance of managing the group's US tax position
end of 2011

Deloitte response Vie nole thai managemeni has swccessfully addressed the most significant US tax issues

previpusly identified, specifically the 5382 report and the US transfer pricing documentation,
and is swvare of the continuing iImpofance of managing ILs lax positicn.
The appaimment of an in-house lax manager 10 oversee the group's US and UK 1ax posftion
and manage ihe relationships wih the aroup’s advisers and tax authonties has been previously
discussed wilh management &nd I remains commited 1o recruiting an aporophale person
within fhe UK fo suppord its tax funciion. This will become of ncreasing impodance during this
firamcial year a5 Lhe group will need o demonsirale compliance with (e Senior Acoouniing
Ciificar (“SA0"7) provisions. We understand That this s still being considensd

Management has condinued to improve the lax schedules used 1o calculale the provision and
wa would recommend that this process continues, particulary as regards the LS fax posifion,
given the expecied inorease in US 1ax payable this year.
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4. Responsibility statement

This repart has been prapared for tha Board of Direciars in that capacity and we themsfore actapt responsibility ta
you alone for its contents. We accept no duty, responsibility or liabiity to any other parties, since this report has
not bean prepared, and |5 notl inendsd, for any other puposs. It should Aol be made awadlable 10 any othar
parties withouwt our prior witten consent

Deloitte LLP
Chanersd Accountants
Cambridge

18 Apnil 2011
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Appendix 1: Potential adjustments

Uncorrected misstatomaents

The follang uncormached misstalemeants wara idantified dunng the course of our vidw.

Creditl Credif
[eharge] to (ehargs) 1o
curment Preyiodag Increase

quarier yaars' [decreasea)
INGoum TG AT ir nat
51 abpamani & At nis
Fm m

Provieon sgaing recoveratility of Inlecracion S Magocios A 21 |2.5) : (28
Carve oul of professional servcas an Joknson § Johasor

Iewenye aal a1 (0.4) - (04
Adgusimont bo recognisd costs incurted in the abartad

ymama acquisiion | (0.4) - [0 4
L‘lriq.'l:lul"ﬂl'lg ravene for payTEM Larme > 1 yaar 31 (0.3 - [Riled]
Correcion B F X movement on payment of Morgan Siankey

L] el 21 DE [0} -
accrual far bonuses proposed for ihe CFO and CEO 21 0.5 D5}

IFRS 2 chasge comection for mevised moedel epening position® 2010 - 18 -
Prowvison agalnsd recoverabilty of Sales Consulting Sl 2005 D (2.3} (17
Total known misstalements |pre-tax) (1.8) [1.E) 15.2)
Tax effect (27 % - excluding IFRS 2 adj.) 0E 05 14
Total known misstaterments (post-tax) {1.3) (0.7} |3.8)

Provizion against recowerability of Enowledge Capilal

Corporafian 21 1.1} " £1.1)
Adpustment to Mercades spoasorship costs 4 21 0e (1.0) (0e2)
Carve oul mOElng revanues on Jonnscn & Johnson revanue

deal a1 (0.3 . (03
Frowizon against recoveranility of AS Computsdoras 2010 03 1.4} 1.1
Provisan against Fed veatures 24 licence deal 2010 . [2.7) 27
Fivareal of revenise on Auxiliom 2010 08 {210} 11
Provisan sgains! recoverability of Comerciaizacors Cobal 2010 - (2.7 (27T
Carrecton far fevised agpraoach 1o S&AD Capitalisation 2010 . 17 1.7
Total judgemental misstatements (i} [B.1} {T.5)
Tax efect [27%) 0.2 i i0
Total judgemental misstatements | post-tax) 0.4 (5.5 {5.5)
Total misstatements | pro-1ax) i1.2) (3T} {12.T)
Total misstaiemants {post-tax) {0.8) (G ) 19.3)
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Appendix 1: Potential adjustments (continued)

*Mote that the prior year adjusiment 1o the IFRS 2 resarve is a reclassification betwaen rétained earmmgs and
share based compensation resande: a5 such, i doas nol Mpact nel assels

Ve kdentified balance sheet reclassifications which reduce defemed revenue by 35.1 million and reduce accounts
receivable and othar receivables by 6.8 midlion and $1.3 milion, respactively.

Viée will oblain witten representations from the Board of Direclors confirmeng thal afier considering all these
uncomecisd items, both individually and in aggregate, in the context of the consolidaled financial stalements taken

a5 8 whole, no adustmants ane reguined

Fepart toine Audil Comemities om e O 2001 Review 18

CONFIDENTIAL HP_DER3_00003241



Case3:12-cv-06003-CRB Document435-22 Filed08/31/15 Pagel9 of 21
Appendix 2: Draft management representation letter

{Autoromy Letferhead)
Address

Our Ref: NJWLPW Date:f |

Dear Sirs
Review of interim financial information of Autonomy Corporation plc

This representation lether 5 prowiched in Sonnecion with your reneew of the balancg sheal of Aulondmy Corporation
ple as of 31 March 2011 and the milsted statements of income, changes in egquity and cash flows for tha three
month penod then ended and a summary of the significant accounting policies and other explanatory noles for the
purposes of expressing a conchusion whether anylhing has come Lo your attentlion that causes you 1o beleve that
the interim financial information does not ghve a true and falr view of the fnanclal position of Autonomy Comporation
plc as at 31 March 2011, and of its financial performanca and its cash flows in accordance with the recagnition and
measuramenl critera of IFRSs as adopted for use in the Europaan Union and the basis set oul in nole 1 1o the
quarterly press releass. We acknpwedge owr responsibiity for the fair presentation of (e intedm fnancial
information In accordance with the recognition and measurement crilera of IFRSs as adopled for use In the
Euwropadan Union and the basis set oul i nole 1 o the quariedly press rélease

We confinm, 1o the besl of our knowledge and Delief, the following representations:
General representations
1. The inkerim financal information refermed 1o above has DEen Fﬂ'&pﬂl‘ﬁﬂ' and pl'E-S&ﬂlEﬂ In accondance with

the recognition and measwemenl chilena of IFRSs as adoplted for use in the European Umnon and (he Basis
set ol in mote 1 to the guardery press release,

2 We have made avallable to you all books of account and supporting documentation, and all minutes of
mselings of shareholders and the boand of direcons.

3. Thare are no materal ransacions that have not been properly reconded in the accouning reacords
underiying the intedim financial imformation

4, Thare has been no known acdual or possible noncompliance with laws and regulstions whose effects
required consideration when prepanng the intenm financial information o that cousd have 3 matenal effect
an the interim Bnanclal infommation in the event of noncompliance,

b. We acknowlodgo mesponsidslity for tho design and implemontation of inbernal control o provent ond detec!
fraud and emor.

G, W have disclosed to you all significant facts relating 10 any known frasds or suspecied frawds that may
have affected the entity.

T We have disclosed 10 you the resulls of our assassment of the risk that the intenm Ananclal informatbon
may be materally missiated as the resu® of fraud.
& We believe the effects of uncomrected missialensnts summarized in the sccompanying schedule are

imenaterial, both individually and in the aggregate, 1o ihe intenm inancial information taken &5 a whole, A
summary of such itlems is attached al Appendix 1,

9 We confirm The compleleness of the informalion provided 1o you regarding the identificalion of relaled
parties.

10, ‘W confirm that the interim financial information has been prepared on the going concem basis. We do nod
intendd (o Bguidats the company or cease rading as we conskler we have reallstic altemathves 1o dolng so
We ang not aware of any malerial uncerainties related lo evenis o condilions thal may cast significand
doubt upon the company's ability 1o continue as a going concern. We confirm the compleleness of the
information provided regarding events and conditions relaling 1o going concaem &t the date of approval of
ihe [nkerim fnancial informaticn, incdweding our pans 1or fure aciions.
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Appendix 2: Draft management representation letter

1, Where relevant, the assumgptions usad in the presentation and measurement of fair values reflect gur infent
and abxlity 1o cairy specific courses of action on Dehall of the entity.

12. Tha &n!'rl]r has Eﬂiiﬂ-ﬂﬂmﬁr titla 10 &l assels and there are no B&Ns or ancumbrances on the Elrlllj"-E- assals,
13, We have recorded or disclosed, as appropriaie, gl liabilities, both actusl and contingend.

14, No events have occumed subseguent 1o the balance sheel date and through ihe dale of ihis (eder that may
reqpuilre adustment 1o of disclosure in the aforementioned Intedm financial infomnation

Specific representations

RS recogrilan

15. We confirm that based on our expenence and judgement frve per cent continues 1o represent the fair value
of the maintenance and suppon services provided on greater than 51 milion icence deals, unless a higher

percentage is stated in the signed agreement, We have therefore used a five percent “carve ouwt® rate for
such larger sales, unless ohenvise staled in the agrsement.

18. Mo revenue deals contained side letiers of ongoing Autonomy peformance requirements thal were
separate from the signed sales contracts.

Recoverabifty of irade recevvables

17, We have assessed the recoverabdity of the amound due Mom Movaris and in especl of the Nalian and
South Amencan debtors noted in your repon to the Awdit Committee dated 18 Apal 2011, and are satisfied
that e amounts aie recoverabie |n fll and thal no grovesion B requined & his stage

i8. in respect of the amount See from Microtechnologles LLC we conflimm thad following discwssions with this
cusiomad we exped o recdive 3 payment of $3.0 million imemingntly. We are satisfied that il = appropiiale
o recognise revenua from this customer in the quarter and in addition wea ame salisfied that the remaining
autstanding amount i recoverable in full and that no provision is required at this stage.

Classifcation of cosls

140, Tha direclors confirm thal the allocation of associated costs in respect of strafogee hantward sald batwaan
“cost of goods sold” and “sales and marketing expense” appropristely reflect the nature of these costs

Ve confimm that the above representations are made on the basis of adequale enquirkes of management and staff
(and whene approprdale, inspecion of evidence) sufficient to salsly ourselees thal we can propedy make each of
the above representalions 1o you.

Direcior

For & on Behalt o Autenomy Corporaton pes
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Delgitte reters to ene of mone of Deloifie Touche Tehmatsu Lmesd "DTTLL & UK prvate companyy imited by guaranaa, and is network of
miernber firms. each ol which & & lkegaly seperabe and indepencent enoly. Pizase see waw SeoEe, 0o uhiazalt for & defailed descnptan of e
legal gruelure of DTTL and s member Erma.

Drolgitta LLF = the UinRed Kirgdem mesrbar Anm of DTTL,

G 1 Daboithe LLP. AN riphts. reperved

Daleitia LLP & o benibad Naliy patnorhip agsiared m England arsd Walis wie fogebansd rumbsar O 300875 ehd e rogsband offize o 2
Hew Sireal Square, Loadon EC44 JBE Unded Kngdom. Tel 848 (0] 20 7908 3000 Fan +dd ) 20 7583 1154,

Weminer oF Daloime Touchs Tohimal s Lmied

CONFIDENTIAL HP_DER3_00003244



