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) HP: Bd Comms Relevant to Acquisition

* Two Bd Committees played role in M&A process (cont.)

- Fimance and Investment Committee

HEWLETT-PACKARD COMPANY BOARD OF DIRECTORS
FINANCE AND INVESTMENT COMMITTEE CHARTER

Purpose

e B I I I T S NI PP

2. Pursuant to HP's M&A approval policies, 1o assist the Board in evalualing
investment, acquisition, enterprise services, joint venture and divestiture
transactions in which HP engages as part of its business strategy from time 1o

time; and
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Background:
Autonomy
Analyst/Media Reports



TYILNIAIANOD

0L9ZL000 €430 dH

Case3:12-cv-06003-CRB Document435-2 Filed08/31/15 Page5 of 27

) Autonomy: Analyst/Media Reports

« Following 1998 IPO, Autonomy was subject of many
analyst/media reports
- Focusing on period starting in late 2000s, complaint cites
reports criticizing various aspects of Co.
- But, not surprisingly, both negative/positive reports existed
> Of 229 reports reviewed for period 2/2006 through 8/2011
* 53 were principally positive
* 35 were principally negative
* 141 were essentially neutral
Some reports contained both positive/negative comments

> Reports issued in same period sometimes contradicted each
other on relevant points
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) Autonomy: Analyst/Media Reports

« For example, complaint cites statements by CFRA’s Dan
Mah:}ney purpﬂrtedly made in 2007

S, e -

128. In ?L‘u}? Dan "'-.rlzalu:-rnﬂr of the accounting research firm CFRA, whn covered

Autonomy until it was acquired by HP. desenbed Autonomy as having all the hallmarks of a

company that recogmzed revenue too aggressiveh‘ According to Mahoney, the reason for

- Appears statemcnt actually made in late 2012 thuugh
CFRA did issue negative reports starting in 2007, including

P

(= LRSS L Autonomy Corporation ple (AU/LLN)

Sl RATIMNG 4 Significant Concérna = On Biggeat Concarna List
C l ‘RA Hamaint Agarual +44 20 TG0 2771 ha garwald cfraonin e com
> - . .
> Revenue Growth Concern from Rising Receivables and Declining
Segtamber 5. 2007 Deferred Revenue
-

PG REpars WS ALFS repeietedd rewinind grosath rfe somsinued 6o impmses n THT, eonflaed adverse erendi n et iecebeabiled and

M e ol VTR PR CDNROET Fegardn gt miinanaia By of Tutune fevenue groswth. Marrover, ives e petentally
Jaruany 18, 2007 wnsusiainable nasure of the Bonefin to operating profics and margine in FY06 and she contimecd henefic fo reporsed CFFD
in 11857 froum classlficarion fes, we malnmin our Sgnifican’ concern bvel on the Coepary snd recatn o on oor “Ragpesr

Cnnrarmes’ ez
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) Autonomy: Analyst/Media Reports

* However, CFRA reports were 3" years before HP’s

Autonomy due diligence and were contradicted by
intervening positive reports, incl. by Credit Suisse

09 Movember 2009
EurcpoUnded Kingdem

Equity Research

C RED IT S L.I I SS E Bohtwoane [Soltwane & Sorvices) F OVERWEIGHT
e W T e
= Attractive Tong-ierm strategic story. We aré posiive on Aulonomy as a |

leading vendor in the high-growth markeats of Enterprise Search, eDiscovery,
Content Management and Archiving (we expect a /-12% CAGR through
2013). The company's strong IDOL technology, coupled with an extensive
catalogue of data repository connectors, provides high barriers to entry and
should __?_me the company to sustain strong growth for the foreseeable fulure,

e —— o p———— e =g e
Accounting review
Revenue recognition

Autonomy's revenue recognition practices are very simidar fo other companies in the software
space. Autonomy has threa pamary sources of revenua: software licenses, maintenance and
professional senices. New software revenues are rocognised when a licensing contract has
been signed with a customer, the products are delivered, and payment is fixed and free of
contingencies. The company also recognises softwane license revenues for hosting contracts
{often recognised in amears) and OEM royalfies. Maintenance revenues ame recognised
rateably over the duration of the contract, which is nomally one year in length. Professional
SENICES fevenues are typically recognised as the s SENces are performed.

—— S ————
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) Autonomy: Analyst/Media Reports

« Complaint citation to 6/10 Deutsche Bank report by
former Autonomy employee ( 132) focuses on negative

P, B i T e T o Py
132, In June of 2010, Deutsche Bank analyst Marc Geall wrote a detailed report on the
problems at Autonomy. Geall had formerly worked at Autonomy, where he ran a software
division and also served as head of mvestor relations and corporate strategy. Geall was highly
critical of Antonomy’'s management and business model, stating that the management structure,
controls and systems at Autonomy were “more representative of a start-up than a major global
plaver.” According to Geall. Autonomy’s service business was “too lean™ and “nisk|ed| falling

shoit of standards demanded by customers.” HP was well aware that Autonomy was not

investing in its own technology and thar its technology was outdated and not competitive,

. bt — e e

» But no suggestion of fraud/misconduct in report

* And complaint fails to note positive statements in report,
including setting out following strengths
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) Autonomy: Analyst/Media Reports

Euraps United Kinpdom

F-a8  Technology IT Software B Sonice:

Deutsche Bank

10 October 2010

Autonomy Corp Plc

Aamunarg. AUTTHLL Blgariieng ALY LN Exihangs LSE Tk ALITHN

downgrading to Hold T — e —

Recommendation Change

Prios af B Dl 2010 (GBS 1,520,008
Prios Tepss 1P, 1,600, (9

The billion dollar question; T TR

Aabig Byt Held

Marc Geall
Aassarch Aaakar
+idy ) TA-NEARL

mpip el @ik coam

ets Research

T R e T T T e S i T e e T
Strengths
0 Jachnology leadershie IDOL 3 8 unigue product that can sobve many challenging sswes
for corporates, especially in their med o undarstand, manage, and process unstuctunesd
nformation
® Entreprencuriad culture: there 15 dove and commitment to get things done. Tha business
cnn adapt aquickly and thene is laser focus on quarterdy tanges
B Fwvolving OEA business: IDOL s 8 preduct that can be embedded o other soffware
products and has been designed 1o be “plug and playable”. This i a Trojan horse that
wirally places IDOL at a critical poirit in tha fabnc of enterpnce 1T systems.
s High degree of operating leverage: the business model 15 pure (95% product sales) and
thus the business has generated best-in<<lass marging.
Ll i, s S gt e _ g .y oy --W
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Autonomy: Analyst/Media Reports

« Numerous positive reports were published — including in

months leading up to HP due diligence

e Dotober 2010
EwrcpeUnifted Kangdom
Equity Resasrnch

AN
CREDIT SUISSE Sofhwaen (Sohvare & Survicas) ! OVERENNT

e = A i s Al i i

o e s AT Sra T A T B e I B e
sonmmiare W Bulksh commentary should sssuage demand envirenment concerms
SRR O e k|-l QO and help supporn shares, Gong into ths repert, mansgemant nesded 1o

assuage growing invesions fears regarding the demand for Autonomy
ssiutions, parisutarly in the Froles” markel \We believe 1he management
commentary in the releass has accomplished this as the company states
that i} damand kat incrested snce O3 clotad i Autsaomy hat aveady
ciosed some of fhese sipped “Frotecl” deals al an exdended scope, and iii)
the company concedes the conservassm of iis oulicok. leavng room for
upside 12 cunienl esirnates. Given our recsnl checks reganding & mare baek-
end oaded 2010 in teems of bcense sales, we belisve Awchomy has e
potential 1o outperiorm cument O4'10 eabmales, refuming to siong dounle
e o it grwth and justifying & gramium - p n
e

Investment thesis: Strong, defensible franchise with
recent sell-off providing entry point

Autonamy s a leading vendor in the high-growth markets of Enterprise Search
eDmcovery and Conlent Management. The company’s strong IDOL technology, coupbed
with an axtensive catalogue of data repository connechors, provides high barriers o enfry,
which we believe should allow the company to sustain its profitable growth for the

S ——— e e s

T S

foreseeable future. In addition. management has a sirong track record of value creafion

a]W el = =l || . - STy flw r - i Tidlwlp
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Autonomy: Analyst/Media Reports

« Numerous positive reports were published — including in
months leading up to HP due diligence (cont.)

PANMURE GORDON &« CO

INTRERITY IN DNVIERTMENT BAMEIRG SINOK 1878

17T December 2010

Equity Research

i MORNING NOTE
Buy Wk Autonomy

(RernaEng Linchangsd)  (Priced 6l doss 16712700)

Glass half empty? - it overfloweth

Tang) B 17250
{160p) A blistering naght on Wall St saw rech companies Oracle, Accenrire and RIM
Stock Codes AUTHL / ALY LM all comme m alead of expectanons and ruse guadance. Taken rogether the
resulis 'p-ui.l.'l.l Lo & :-lm:g!iwu.i:ug al the corparale BXB IT market. The most
Panmure Gomdon EPS Estmates obvious beneficiary on L3E i= Auionomy. We cantion thar Oracle, Accenmirs
Deac 2000 A HE 44 and BIM are each leaders in their particular segnients = so we are cautious
v 20D E (1134¢) 113 54¢ about reading across o the entire LSE sector — bar thas andoulbiedly bodes
Dec 2011 E 11037 well. To rellect the improving operational cutlook we Lt Avtonomy 4
estanaies = a move which roses our FY Awtenomy EP5 froan TSI 4e w0
US115.8¢ = a move which increases our target poce from 1,693 to 1,726p. We
Markal! _ap ES2m I'I'I.I.l.';ll:l that we are i the Tali” ]hl faced al tlwe .ﬂ.l.lluuuﬂl!,.' sliase |:n'.|.'r. HII.!,.'.

B i e i B S e
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Autonomy: Analyst/Media Reports

« Numerous positive reports were published — including in
months leading up to HP due diligence (cont.)

Global Equity Research

Unibed Kingaom
Softwane

4 UBS

UBS Investment Research

12-month rating Buy
Autonomy Corporation Plc Uinchanged

12m price larget 1, Ti0aLEs 28 .00
Uirchanged
An operationally-geared recovery play Price  ATERIUSS23.72 ADRY

B A sirong capex recovery play for 2010 PRI OLYINL BERE SLTEN

Strong regulatory demand apd the “conung-pt-age” of wmshuchired data solufions
have drowven Awonomy s significant oviperfonmance over the last fwo vears. We
believe oppormities wall anly muliply o 0 recovery, with the timelv addition of

B January 2010
Trading data (kezal LS5}

hiferwoven's web confent manAgement business enhancing the e-cominerce Sl range 1 6dbp-SG0A RS2 40-13 70
potential of Autonomy’s key IDOL rechmology. The recent addition of the  Market cap, £3 54bnIS35 fikn
Structured Probability Engine (SPE) creates pew potential within structured data. Ehares o's 240m [DROVm (ADR)
ADR ratia 1| AR ORD
B Interwoven customer survey provides reassurance Free Boat .
et I CMLOE Wi spiveied pipae. sl Intecpaciren clisboiners on, e reacoll 10 Mie, o o o s st e g mmeea, ]
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Autonomy: Analyst/Media Reports

% ]_JHS Global Equity Research

Letted Hirgelas
G fewe

1dmamih e atieg E-I.I'!,I

UBS Investment Research

Autonomy Corporation Plc

-

The opportunity facing Autonomy is substantial and we think the shares
are very attractively priced. The regulatory push for organisations to
better manage and monitor unstructured data, the continuing aggressive
growth of that data, and the commercial benelits companies can gain
from harnessing their knowledge resources are sirong long-term growth
drivers. The unstructured data management market today feels a lot like
the business intelligence market 4-5 vears ago, being on the cusp of going
“mainstream”. Despite a challenging economic environment and difficult
comparatives, Autonomy preannounced in-line Q4 09 results, giving it 18-
19% organic sales growth for the vear and over 40% earnings growth -
having successfully assimilated Interwoven during the period. Despite the
prospect of better economic activity translating into higher demand in
2010, consensus today is for just 13% organic sales growth. While we
expect the “usual” guidance range of 10-153%, we are modelling 17%
growth. Taken with the natural operating leverage in the model, this
means we are 8% ahead of consensus at the earnings level for 2010FE.

| ——— [ T P TR e Al =i oy g R ae, e Wl Pl A demd o =il ?
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) Autonomy: Analyst/Media Reports

« Numerous positive reports were published — including in

months leading up to HP due diligence (cont.)
% LIBS Global Equity Research

Urited Bongdarr
il

UBS Investment Research
12-mon rabing Buy

Autonomy Corporation Plc Unchanged
12m price tanget 2 pA BRI %
Friae 1 SMPASEI 53
15% accretive, low-risk acquisition Price A TMRIIS4T 73 (ADR)
& 5380m acquisition of Iron Mountain's digital avchiving business RIC: ALFTN.L BBG: ALY LY
AU announced today the $330m scq 0 of Iron Mountay s (IRM) dugatal archoving, 168 May 2011

i i T i R T T T I e e i
B Autonomy Corporation Ple

.'!I..II[DI].'I.'.F'I.I]}'I‘L Hﬂﬁ'l\'ﬂ'l'l:' antomates Tl.'.IC Hllﬁl}"rll‘l. I:If m ‘_.-HII.ETLI.]'EL:l {t:ﬂ.'l. '-.".'l.'l:”'l:l' m ':]].E
torm of text, andio, unages or video. It 15 the market leader m enterpnse search.
and 15 almost unique i establishing an end-to-end e-discovery solution with the
acquisitions of ZANTAZ (2007), Menidio (2007) and Interwoven (2009). The
USS10bn markets it addresses are growing at an estimated blended 10%. It
employs a largely indirect sales approach. mcluding selling (10-15%) through
other software companies, which embed Autononmy’s technology m their own

products (OEM sales). Tlus makes 1t a lean orgamsation with premuum margins.
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) Autonomy: Analyst/Media Reports

« Complaint emphasizes 2009 Chanos criticism

29, In July of 2009, James Chanos of Kynikos Associates LP. an mvestment firm,

erticized Autonomy's accounting. Software companies typically rely heavily on service
contracts in which revenue 15 eamed over the life of the contract and thus a large portion of
revenue is deferred. According to Kynikos, Awtonomy’s deferred revenues were suspiciously
low for a software company. The low deferred revenue was an indicator that the revenue being
reported was not good revenne linked 1o the sale of a sirong. m-demand producr. Kynikos
believed that Autonomy might have hidden its underperformance with acquisitions. This was
known to HP dunng its review of Autonomy prior to HP's acquisition. The fact that
Autonomy's growth was driven by acquisition was not a secret. HP knew that there was lhittle
orgamie growth ar Autonomy. Autonomy was the same company that Mark Hurd had rejected

2010 and before, and 1t was the same company that Apotheker pushed to acquire for a whopping

S11.7 ballion 1n 2011.
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) Autonomy: Analyst/Media Reports

« Complaint emphasizes 2009 Chanos criticism (cont.)

LZ9ZL000 €430 4dH

— And his after-the-fact comments

130.  According to James Chanos. i describing HP's acquisinon of Autonomy. “[t]his
whole thing 14 a debacle and probably should have never happened.” Chanos added that “[w]e
had been short Autonomy mn our Evropean fund mn 2010 and 2011, and watched in hormror as it
was taken out at a big premium by Hewlen-Packard. It was one of our absolute favorite shorts at
the tme.” Chanos stated that the accounting problems were hard to miss and characterized
HP's decision to ignore the waming signs as constituting “willful blindness.” Chanos added that
“[1]t was premty clear if you look at Auwtonomy’s books over time that it was a very, very
aggressive roll-up.” HP knew that Autonomy was buying other companies. wniting them down
and putting the goodwill on 1ts books. HP's own internal review showed all of this mformation.

Chanos recogmized thas type of accounting scheme as what “most accounting mavens know 15 a

eal way to El:w smmggi. games if you wagLle.” . .

5 ey o A B i WL P R M B

* But Chanos was well known for short selling, which must

be considered in evaluating his comments

33
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) Autonomy: Analyst/Media Reports

« Class action securities complaint emphasizes criticism 1n
repnrts by anal}rst Paul Mﬂrland of Peel Hunt

M
S L W P P b gt S . B e = o vt Fom pfF awt

19. Khan's concerns about Autonomy were echoed by Aumumm analyst Muthnd
who published a highly critical research note about Autonomy m June 2009. The note, entitled
“Accounting Red Flags,” explamed that “[a]lthough mvestors do not have access to the same
detailed information as auditors. there are plenty of analytical techmques that can be used to help
identify when a company's performance nught not be quite as good as it seems.” Swnularly, mn
#MM

P T oot - P ik i i e s o

e

20. On September 18, 2009, Morland published another negative research report
about Autonomy entitled, “Getting Worse Before It Gets Better.” In the report, Morland quened
whether 1t was “[tlune to call a hearse [for Autonomy|” adding that: (1) Autonomy’s “track
record over the last few vears has been evaggerated.” and (1) Autonomy had been “[m]assaging
[its] growth rate” by recogmzing revenue improperly. The report also specifically described how

Aut unw- :
1 B i e B SR R e
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Autonomy: Analyst/Media Reports

« (lass action securities complaint emphasizes criticism in

-

,.J E\' SIRITET _I'I 10, 1|1.'|h1l-'. Ere '|.‘h]l apgresLT ehy quesiioning whether .=|.|.1l:urr|.n|.1|r'.

WS MWSITPISsSmimg 175 organic growih rate throwgh an aggressive oll-up acquisition starngy

Cu Jaby 2, 2000, Morland, m a resenrch repest entitled “More Questons than Ansvwvers.”

prescialy mcted:
Wm
A T P —_— e — o it el T P LR S L T i g e

O thesis s that Autonomy n::-.lw- to make acquisitions 1o sustain lugh rates of
growth and ]ﬁ-m cash conversion is cansed by working capital nsing faster than
growth s dictate. There is also evidence (o suggest the early recoguition of
eV eniiEs, |:m|1:..ul..u:!} with reference 1o m.-epuw:.] deferved mesne. Chiven ous
concerns and uncertainty around the next acquisiion. we believe Autonomy is a
steek 10 avoad.

Organic growth rates appear to be averstated: When Autonomy 1::1.J1|'.T¢ reporied
sales to cakeulate organic growth rates, the amounts added back for acquired
companies are conustently below our own estimates. We have observed this wath
most of the acquisitions made in the last three Vears

] L] #

Unusual balance sheet movemnents around acqusibons: A detailed balance sheet
apalysis has revealed some nwomsnal movements. We remain mnconvineed by
explanations racerved from the company and concermed that Autonomy needs to
meake soquisinons to sustain high growth rates.

+ State court derivative plaintiffs also reliﬂ?n Morland, noting he
called AU’s financial statements “wrong and misleading™
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) Autonomy: Analyst/Media

* At least one of cited Morland reports was not focused on AU

- 2009 report addresses general red tlags in technology sector

> While report cites generally to AU few times also cites to
many other large tech companies

Techimology

Reports

Astaire”

SECURITIED

Accounting red flags
Think about this...

TS REPDET ARy & DIFFERENT, HOHE THEN APFEEIALH THAN DUR FLan LS R
Py - ey

Warning Sigials for isvedtors: Shings 1o waich oul e

Afbough Inveilors do not hi've SOSess b the same detiiled infomation as
audfors, these are pleety of analytical techniques that can be wisd o belp
ety witiin 4 company's performosces might ned be quite 53 good 3 B
aadmm, In this pobe we beok ot various methodulogiss svallabie o help
FveRiars snalyae scecunts snd identily red Nags, We ahe kool 8 Ban-
acounting wamimg signals in arsas such 25 corporae gowersance and
direcicr bahaviowr, Qur aém is w Belp ireesiors avokd the disasters that can
damage pariormancs and  alse, perhaps, 12 spot  gome  Shoming

rtufl
'ﬂhn-—:eh—l&-lllu#-" o =5k I

=l ol

L g T T o
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) Autonomy: Analyst/Media Reports

« Class action securities complaint allegation that *Morland
queried [in Sept. 2009 report] whether it was “[t]ime to
call a hearse [for Autonomy|™ fails to note that Morland
answered his own question in negative

//

Astaire
S T "7~ Time to call for a hearse?: 5t Aitonomy model bioken? Is the company i
Autonomy the same place that iISOFT found itself in early 20067 We think the answers to

Gelting worse before it gets better these questions are no and no. However, we also believe that the track record
over the last few years has been exaggeralted and the company is not as good as
it says it 1s. Nevertheless, being a litle worse than the excellent track record

suggests, is still pretty good. But desple our fundamental beliefin the product and
* While Morland published negative reports on AU prior to
acquisition, such reports did not alter information mix in

market — were (as noted above) also many positive reports
published "
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HP’s M&A Policies
and Procedures:

Overview of Process
(At Time of Autonomy Acquisition)*

* In some instances, only documentary evidence of process is found in documents
generated since 2011, In including post-201 1-generated documents, we have done our
best to confirm that policies set out in such documents are consisient with policies in
place at time of the Autonomy transaction, whether or not such policies were
documented in 2011. We have not always been able to obtain absolute confirmation on
this point, but we are reasonably sure that policies were not significantly different at the
time of the Autonomy transaction (we note, however, that individuals identified as
contact points in 2013 were not necessarily contact points inn 2011).
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) Transaction Team: Creation/Composition

« (D and relevant business unit representatives assemble
Transaction Team led by sponsor

[ Sponsor ]

Ch M&EA Integration Business Unit
Deal Lead Legal Lead Lead Leads

[ Technology/Product 1 [- Finance
L.ead l Lead

r,

=

Marketing/Sirategy/ [ Human Resources
Operations Lead l Lead
e A
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HP’s M&A Policies
and Procedures:
Preliminary Due

Diligence/Business Case
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HP’s M&A Policies
and Procedures:
IRB

(Investment Review Board)
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HP’s M&A Policies

and Procedures:
Professional Advisors
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HP’s M&A Policies

and Procedures:
Full Diligence
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) Due Diligence: Post-ATN — Pre-ATS

Goals

- Verity interest in target

- Evaluate acquisition risks/liabilities

- Mitigate items of concern by adding closing conditions,
reducing price or (if severe) stopping pursuit of target

Responsible parties

- Sponsor

- Transaction Team

- MADO functions

- General Counsel’s Oftice

- QOutside Advisors
> Financial
> Accounting
> Legal



