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This report is provided to Hewletl-Packard Company ("HP") pursuant to our statement of work ("SOW"), dated
August 3, 2011 and is subject in all respects to the terms and conditions of that SOW and the related Master Service
Agreement as amended on January 13, 2011, including restrictions on disclosure of this report to third parties.

If this report is received by anyone other than HP, the recipient is placed on notice that the attached repont has been
prepared solely for HP for its own intemal use and this report and its contents may not be shared with or disclosed to
anyone by the recipient without the express written consent of HP and KPMG LLP. KPMG LLP shall have no liability,
and shall pursue all available legal and equitable remedies against recipient, for the unauthorized use or distribution
of this repon.

kA

ANY TAX ADVICE IN THIS REPORT IS NOT INTENDED OR WRITTEN BY KPMG TO BE USED, AND CANNOT
BE USED, BY A CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i} AVOIDING
PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (i) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.

Any tax advice in this document is limited to the conclusions specifically set forth herein and is based on the
completeness and accuracy of the stated facts, assumplions and representations. |f any of the facts, assumptions
or representations herein is not entirely complete or accurate, it is imperative that we be informed immediately, as
the inaccuracy or incompleteness could have a maternal effect on our conclusions. In rendering our advice, we are
relying upon the relevant provisions of the Internal Revenue Code of 1986, as amended, state and local tax statutes,
the regulations thereunder, and the judicial and administrative interpretations thereof. These authorities are subject
to change, retroactively and/or prospectively and any such changes could affect the validity of our advice. We will
not update our advice for subsequent changes or modifications to the law and regulations, or to the judicial and
administrative interpretations thereof,
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Glossary of terms

&m S, dollars in millicns GEEA Ganeral and adminisirative
AEHL Targel Europe Holdings Lid, (LK) GAAP Generally accepled sccounting prnciphes
AMAH Target MA Holdings, Ine, (U5 el Gross margin
APIC Additional pasd-in capial Hi 204X 6 months anded June 30, 2000
ASC &ccounting Standards Codification HMRC Her majesty’s revenue and customs
ASP #verage selling price HF Hewletl-Packard
CiLp :omparable uncontralled price lAS Intematianal Accounting Standards
oS0 Days sales outstanding oL intelgent Data Operating Leyer
OTA Diefarred tax assats IFRS Inmtemational Financie! Reporing Standards
OTL Dieferred tax abilities IFREC IFRS Inferpretations Commitbes Update
E&RY Emst & Young Initersowven Intenwoven, Inc
EBITDA Eamings before interest, tawes, depreciation, and P Intelecheal property
EBT Eﬁt;:?;,mm Trust IRG Intamal Revenwe Code of 1986, as amendad
EITF Emerging lssues Task Fome IRM Irear Miurtasin
ETR Effective tax rale IRS Intemal Revenue Service
irmit il

FASE Financial Accounting Standards Board s Limited Eabily company

LLE 4 T §TS1LLE
FIfy FASE Intespretation arge

LLC 2 Targak TS2 LLC
FY Fiscal year ended Decembear 31, 200K -
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Glossary of terms

Management  Targels mansgement

MFN
MIC
ACHL
DEM
QI
PAYE

PCS
PP&E

PRA
PS
PSM

Q1K
QZ'EX
Q3'AK
Q4'xX

Mol Evorned nation

Mations! Indurnee Conlributions
Mt cpérating ss

Criginagl @quipment menfacuner
Crparaling mangin

Bay As YWou Eafn

Fost confract suppart
Propery, plant and egquipment

Purchase price accounting
Professions| serices

Prafil Spit Method
Pricewalerouse Coopers

3 months ended Marzh 31, S000
3 months ended June 30, 20XX

3 months ended September 30, 2000
3 moniths ended December 31, 20XX

ROWW

Gaas
S0L
Target
THMBM

LK.
s,

LS, Group

UK. parent
LK. Flan
VAR

VSOE
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Executive summary
Headlines

KPMG

| & Due dhgence comprmed talephone discussions with management and access 1o very limited propistary inancal and tlax infarmation The majanty of findings and
obsarvalions are based on oral represenialians from management and reading pulslished fnancial infermation

| = This acouistion & under the remit of the UK. City Code on Takeovers and Mergers ('the Code’). The nules in the Code regarding treatment of bidders frequenty
ressutts in very limited information being provided phor 1o a ransaction closing. The data and access providad o us duning dee diligence was vary limited but was
comparanle with ather acquistions fvalving lerge U K. publicly raded companies

s Target reportad organic revenue groedh 2008 to 2010 and HT 2000 ke H1 2001 of 12% for the consolidated busness and 17% for the cone [DOL businees
[exduding sarvices and defemad revenue rall-cut) in both periods. This e a dechne fram organic revenue growth of 15% and14% in tolal revensue and Z2% and
24% for IDOL for the penads 2008 to 2000 and HY 2009 to H1 2010, respectvely. Immedate future orgamnc revence growth should be supported by e
cantribution from the acguired Iron Mountsn business,

| | & Target recognizes révenus in acterdance with IFRS, The majornty of Targel's revenus recogniion policies appear B be congisient with U S GAAP and HP pelicies.
, | Howaver, there are some policy dfferonces redated to pxtended payment tenms, sales to VaRs, and potontally fair value analysis

| | = The differances could not be quantified but shoukd anly have & shart term impact an your GAAP madel revenue recognian (e, firough FY13) as you insttute the
5 | necessary processes and reparling arcund coniraching o be consistent with yaur revenue recogniban maodel

= Targat has almest 3200 million of guistandng debt thet will need to be repaid at Closing, There is 8 make whole provision in the debt and the totsl debt repayment
| costs (convertible, bank debd, and acorued interest) may be about 3138 billion,

| s There & achange incantrol provision in @ saocer sponsarship arrangement which exlends the sporsarship arangement thraugh the 200122013 season (minimum
of £18 million}, There is also a cash payment in January 2042 of 56 million for the 2011 (2012 season, Terget may have emgployes change in confral chligations but
these amounts were not disdosed tous,

& Target has defered revenue ak June 30, 2011 of $193 million. In acquistion accouniing §is balance will be far valued COur prefiminary esiimate is that the far
valuga may be about 280 milkan. About B5%: of the balance will be recognized in FY 12, Target has 3272 mllion of corrmibied backlog at Juns 30, 2011, This

beckiog will o recognized s revenue gver thres to five years, Cur nitial esimate is that an amorizeble sssat will be recordad in connection with this backiog of
aboul 375 milllon. The intangible asss wil be amortized as an operating expense. The nsl conlnbution 1o aperaling incorme is sstrmated 1o be aboul 3197 milian

{ & The fair value of Targel's invesirment in Blinkx = currently ahoul £25 milben kess than the book value (3895 million)

= Target s caranty negatating & net workng capital adjestmeant i connection with the Iron Meountan ecquistion. Targst mey recover up © 520 mdlicn of
cansiderathion if @ provails in s claim

= Tarpel's managemant repeasestad thal the 2011 efective tax rale |6 projecled to appeaxkimate 26%, comprised pimanly of 8 mid of LS. and UK income subject o statlony
rates, ned of RS0 credd benedits In Bath couniries and the benefit of an infercompany fArancing armangement

| = Tangel's tranaler pricing pelicy relating b s U5 scousitions may be challenged by the RS, In acdtion, there may be some olber miscellaneous tax expesures. The range
of exposures appears lo be around 330 milion. Ary ransler pricing assessments sustained by the IRS could soncelvably be millgated through campetent autharly
proceadings Balwesn the U5, and U K, 8x suthorilies, as conlempiated Dy (e LS -U K Income T, Treaty

, s Tanget sccuied o genarabed approsimately 5380 millken of U S NOLs, of wich approximatbaly §76 millon were subject bo parmanent limitaSen wnder IRC eecion 382,
1 Management has represented all available losses wese io be ullized by 2011,

G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE T
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Executive summary
Overview

Targel is a pravider af
enterprise search and Targel
Hnnﬁleﬂga Fran agement Revemue: FY10 SEfOm

I AWe Operaling income: Fr il 3316m
. - Employess asof July 2001: 282

companies to more
afficiently manage and
process data,

Targat was founded In
1988 and has dual
headgquarters in
Cambridge, United
Hingdom and San
Francisco, California

Target has scquired four

companbes frem 2009 I
throwgh H1"11.
Markets
Power: Sameung, Shell, ATAT, Pivlips, Profecl: Mew Yark Bhotk Exchangs, U S Promole; Safewsy, Allalabe, Symantec
Bliszan, U.S. Depatirent of Homaland Sezuriies amnd Exchange Cofmizsan, Boeing, Procher and Garnble, FedEx, MBA
Sacurity, MoDonaids, Werlson Wirdless Cligroup, Shevian, MGM Grand GE_ Hilton
Fole T arpefm pesa ntsfion o cpeafeg roome By segos ecfiudes 55 5 mel o of resinuchen g oosds sed 2528 millen of PR gees | 537 millon difeeence)
il Mgl s vl wideod ] S i) b PR OE
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Target has exparienced

significant growth in the last
thres years. The growth 18 a
combination of acquisitions

[principally Interwoven) and
organic growth.

Manasgement stated that it
axpacts the organie growth
rate to remain around 15%
for the next few years,
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Executive summary
Summary income statements

Sourse: Annual repants, whaudbed managemen infarmation

ncome stabements - adusted Bor mangible amoriisation

&m 2pad 2048 2010 W1 200 H12011
Frmre 3T e ETD 4 4153 4Ta.0 |
Cost of revenue (45 0} BT7 (1S (519} 58.6)
Gooss profi 4582 6515  TEAG A4 N74)
Gross margn fo77%  BaT%  B7i%  &75%  ALTRp—
Fesenrch and developmest BE0 (145 (13E® (64 B} {E2.0
Zales and marketing {1352} (1708 (2041) [8Es5 (111,53
CGararal and admnistative (42 8} (B0 {584y (325 7.4
St 81 o8 88 B2 80
Crperating income Hog 6 !-_Ili.ﬂ 1708 e |
Oiperatng margn 139 6% 41.5%  405% 41.1% 0.5% o
et inbores! nom opers) 14 [5.8) [32.8) (152 (0.3}
Otar 22 ©.3) (1.4) {0.7) 0.4)
Tem (54.0) T4.5 {543 (342} (37 B}
Net ncome 458 2262 2868 1228 1M3

Source. Annual repants, wraudbed managemen nfarmation

€ 21 HORA LR o Db v iy R lresenh i s el 3 Saesber A of Sl KPS nstmeih o idnses 08 e sne | oSiinss wih 5P G

miarrines’ Cnops

CROEUTS bty
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20408 1009 0 H12000 M1 301
15032 TRT  GTO4l 4153 Lk
13500 @ia) g ) B8 8)
i8S @en 3 3s @8
434.7 [ o1l .6 | 3340 a3
{(784) @8 (1148 (95 I8
(3837 (768 2040y @ah (i) N
[428) 808 (804) (45 T4
Cithar 40 0.1 34| (4 19.2)
ﬁ:lr.l'l:l'ii o 1268 ‘.!‘I_LI :FE 1 180.1 1676
Mt interest ncome!(epense| 14 {5.8) (328 (133 203
Orthar i22) {03 4l ©en {04
T (540) (P45 (648} (34D 374
Med income 1317 1916 2173 : 2.1 109.1

Targel hes meads s rember of scquistions. & I

T i Mo et

ik

Ty ol bas maintened a consishend ceoms
| mangin seco 208 Ta Bt |
- i b dsding lightly e e futoks vk s

et in [he Pording basinoss. |

shakosd Il i mhegraies s |

cioses ard that il is sble e seoue {
and maitaln &= opeeal g . |
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KPMG

Target has convertible dabl

and bank debt of about S850
million. There s a make-

whole provialon In the
convertible debt and the
repaymant cost for all the
debt is around §1.35 billion,

Targat genaratos
approximately 5200 milfion
of free cash flow per year.
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Executive summary
Summary balance sheets and cash flows

Dec31, Dec31, Jun 30,
$m 1008 2010 2011
Assels |
Cash ard equivslents 228 0808 [ TaEaf
Accouris recatable %03 278 ,_i _133_5} ;
Ofhar current assets 5.7 825 TAE
Curient assdts 5187 1,308 11107
PPAE. et e 428 _ 849
Immetmants 16,6 &5 981 }
Goodwd] and other intangisles 16863 17823 21535
Drfirmed lax assets 24.0 16.3 18.2
Taotal anscts 2279.6 328056 34664
s
Bank cabt 1975 145.2 Gl
Convertible debl . smE [ T87[l
Accaunts payobin 14,8 2[4 07|
Crer current Eabikties 3.4 &9 428
Taxas. payabha £33 n:z 413
Defarmind Hvifosk 1735 ey [ 1ezs(}e
Dafarred laxes 85,1 2.1 1043
Tetal kabilities STTE 12133 12126
Met assels 1701.8 20672 21337

Sowrce Annudl repors, unassbsd manaQeman? inksmakan

Cash Row stalemeni

The majosty {atout 80%)of the oot is nthe UK. and b5 |

. Qo held a1 bandos vtk oo o e wihdireaml
L A e

im 2008 2090 M1 211
Garh from operatmg actrtes M85 31 1662
Capitalired softvare development costs {247y 8.5 e I
Cagital axpenditune (344 AT (243
Free cash fows {1868 154.8 110.7

Source: Ansual sports, unaudled mansgemant information

T = Ssmp pebby &1 nghis ressrssrd

Ta £25 milion FESSIVE AfEns
;':lr;-m F.mu- on aspeofs |
i
The ofi temprsas a | 4% inlorest ina

inveshrenie
anlily, P, Wansgerend stabed Sham are ao
arvaal M digpaas Gon Of Be Feandnan]. The rarmsan

reisaliviabls (it 35 mmmmuh
CONTENEERA,

The poneriise debi in repoyable imconim|, The
respy ek inGhades 3 Mmﬁm gl

Tumﬂ-:ﬂdhm:ﬁaﬂmhm::m
=ilian. rraenly (SR} o dalomad redafive dhoelkd |

Fees cash (v aler

mape Han §200 mition

O s

e i M LB,

il an wn wsd v 1 Do wigy
i 2011, Aol T0% of B cash t6

10
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Executive summary
Summary of acquisitions

R
and replaces the seouled | Ml conshderation
companies technolagy Year {5m) Deecription of acquired business
platfarm with s ID0OL | Iran Mozrttain Dig#al 2011 [:dm Archiing, eDiscavery and onine backup
technology. | MicroLink 2010 B | Fesellar targetng L 5. stabe and feckeral govermmant accounts
| CA Infarmation Governance 2oa iw | Miganing based ovwemance
Indsreen 008 830 | Conlent management soitlions
| Miesidlio 2007 1 i Becords management
iz-quu i s ". E-mad archiving and a-gscowrycomplans provider
| Wariby ] SO0 | Business asarch and process managenas it acflenre
Sourss Anneal repaita, umaudiad manegeiman] Blaimalisn

T vt ing GRpEal with
‘h.ﬁ nl|'.I't|:|-'|h.l:nu|.l lil:i-lll. =
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Executive summary
Key findings - 1

Cost Estdmate Closure

tem Potemntial {fm} Fnancie! Date &

Mo, Sistus  Briel Description of lssus Bctions rwrver

 Status

| This report reflects cur due diligence assistance findings through August 8 2011, To date,
{diligence his comprEed lelephone quaston and angeer mesings with management and deoess 10
| wary limflad mtemal Target finance and tax informaticn. The kmiled paovision of data is not unusual
| in acquisitions of UK. public companias,

E The lack of inforsration has limibed the analbyes we could parform and consaquently our findings
¢ and quantification of potential des diigance sswes. We will update our analysis and findings o the
| extent further informabion and data is provided.

20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE 12
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Executive summary
Key findings - 2

Fotential Actions

Brief Deacription of lssus

Revenue recognition

| Target recomds revenua in accordance with IFRS. Manageament representad that this s genarally

| consistent with U.S. GAAP, Based on our limited discussions with management and data provided
e balieve there mey be differences which could impect the hstoncel growth rate and the tming of
| nvEnuE recognition post-closing The potental difenences identifad ara

s Extended payrment terms. Targel mey recognze revenus aven | the paymeant terms extend
i beyond one yeer. Under HP policy, for customens with payment terms in excess of B0 days,
revenie i defermed wtil §i5 collected,

= ‘Wamanties: Tanget may be offering non-standard wamanty amangements. Target may not have |

VEOE of fair value to separate this element,

5 Sall in vs sel through: Target recognizes revenue for kcanse sales upon sall-in to s VARS
i rather than on a sellthrough basis o end cusbomens,

[ = Other undelivered slements: Targel's contracts can be extramaly complex In many cases them |

i appear to be undelivered alemants, e.g. sarvices, fraining, products. tis unclear bow Targat
{  hasacoounted for these elements and whather it has WEOE of far value for each elemant

im Muli-year PGS In limibed cases, cuslomens have nilld PCS lerrms thial ane for thies years or
i mahe with subsequent renawals datailed in Lhe conlract fos one year, In these cases, as the

i sgpregate renawal term is less than the intisl PCS period, the steted PCS rate may not be

i consdened subsianiive for puiposes of establishing fair value,

iw MFMN. Management represented it has provided one customer with MFM terms.  Managemend
I did nat indicate whathar these terms ware relroactve or prospective.

: = Platfcem transfer fights. Managamant indicatid that one customer has baen provided with
i platform fransfer fights. However, it has not ealuated the impact this may have on revenue
recognition for this amangsment.

¢ Managedment represented | has VSOE of Mar value Tof PCS, hosting, and $erices. There & a sk
| that post-acquisition, Targel's VBOE stuies are insufficient for your purposes which could result in
¢ some elements baing recognized on a ratable basis,

OO WP LU o Dol frvili] Aty pariyesethip st i L 3 sassbar e of Bl BPTAD notmeih of ndhoes s meener v oSiiass wih $Rud

‘s inoge

COMNFIDENTIAL
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When data
Becomes available,
consader the LS
GEAAP dfferences
on histomcal growth
rEles and the
potential impacd on
FEVEMNLIE racagniion
in irmediate post-
acquisition paried

Detaded analysis of
Targat's revenus

umgnlhnn poligaes
and VESOE studies

posi<closing
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Status  Briel Description of lasue
Organic growth rates — come business (IDOL)

2ute

2010
I AN Y eTL

= (g anig grow
Goutd TG D D Dy Y T

Organic growth rates — overall business
1.000 1

HT0

14

Revenue [$m)
. B85 88

H140
Scguradreverye = g anic revere
e (i1 ANIC growth

Seurak | riormion e by s igamant

~

Executive summary

Key findings - 3

IITEE

HI"11
Soguired revanus

‘--..___ih

¥

Hi'11

2393

7

(3) sneywou i e Bupy

13 ) sneaynou B aue Bieg

Target's organic growth rate has dedined |
in both its core businass and overall
busness The recent growih rate for the |
IDOL business s 17% and for the owverall |
business 12%. The growth rate in HZ
2011 and 2012 will benefi frorm the Iran
Mourtain acquistion

Targat includes tha mgults of its
AcguisiBons in its arganc growth i
calculason immediately after acquisiion. |
Target takes this approach since, post-
dequisition, il replaces the acquined
companies products with Tage!'s core |
IDOL technology. As such, managemant
reprasented thet it does not track i
prformancs by product or class of
cusglomaer post-acquisition and i s not
possible o compare the performancs of
the acquired companies o the existng
Buginess

It is possible that the acquired companies |
has a disproporbonate impect on growth
rales and that prespectively, Targel may
maed 1o continug mﬂlnn acquisiions 1o
maintam its growth rate.

Management stated fal growth rabes
werne not Impacied by one-tima
transactions but it was not prepared to
prosde custorner data to wabdate this
statement.

Potential
Actions

Consider the

| current greeh

rate and

| impact of the
| leon Mowntain

soquisition in

| your Enancial
| model

Cost Extimate Closurs

{Emj

Dete &
Cravvier
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Executive summary
Key findings - 4

Cost Estdmate Closure

tem 15 Fmancia! Date &

Mo, Sistus  Briel Description of lssus
| Transactions with HP

Target stated that HP iz a significant customer. The data provided suggested sales to HP
| exceeded $10 rmillion in the pericd 2006 10 2010, Pest-acquisition. this revenue will be eliminsted in |
| consalidation. Froft is unaffected.

. Transactions with competitors

| Target has OEM agreerments with vanous of your compettors (e.g. 1BM and Orack). We hawve

| been provided with sorme of these agreements and we are in the process of reading the terms. The |
{ termination nghts in these agreemeants appear to favor the OEM customer. The financial tarmes of

| thie agreements and revenue assacisted with aach customer are redacted and the loss of ane or

| mone of thess companies B8 CUBICMETS on the results or Tair abily to compete in the maret

i cannok ba quanitified.

| Accounting policy differances
We noted potental U S GAARIFRS accounting differences related to

[ Acquisftion accounling: Targol' s methodolagy for valuing ntangible assets, pafticulary defarred |
i revenue i diffarent than under LS, GAAR. Tarpet doss not write-down deferred revenue in
purchase actouning but reconds it at the acquired company’s book value. Uinder ULS, GAAP
and HF'g accounting poley, defemed revenue s adjusted to Tair value in scquistion accounting
This typically results in the boak value of the deferred ravenus at the date of acquisition being
Wi Eler-down.

tm Capotslization of RAD expenses. Tangel capiallzes maore cost than is penmibed under LS
GEaaF, The net mpact is 321 million in 2010

s Stock compansaiion expenss. Targe! uses the graded mathod fod valuing stock options. We
I undersstand that HP uses the ratable methad. The impact on kstedcal results & less than 35

Crwrer

million per year.
205 PO LR o Dedawine i Ratiity patyesh i st Bl S sassber f i of Su KPPAD ivstmei b of ineintes ot i v ofiinied with BPMG 15
misr Lo, ST, ey Ml = Smrmn mebily &1 nghin ressrssd
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Executive summary

Key findings = 5

Cost Estdmate Closure

tem Potemntial {Emi} i Date &

Mo, Status  Brief Description of lszue Bctions rwrver

 Deferred revenue acquisition accounting adjustmont

‘. Target has $193 milion of deferred revenue st June 30, 2011, The balance at closing 5
| eshirmabed o be @ Simbar amount.

- m Management did not provide detailed mfermation to support the far value estimate. As such,
I we have based the calculation on aggregate data and market comparables

s The gross margin used in the calculaBon s 85%. Management did not prowide an estimate fos
i tha gress margin on PCE and hosting revanue but statad that & may be lower than the

aggregate margin of 88%
[ Defesred reverse - ndicative fair valise estimate
. lsm Jume 30, 2011
i FDedermed reven s 183 |
| |Less: deferred boanes ravenug FEN)
| Gamying valug of daferred revenug P 183
, | Less: Estimaed waba-own // (127}
. Fair value of deferred revenue B0
| (% Wrbe-Dawn ,.f’ R

| Sourom Iﬁnﬂmmﬂﬂh-m??rﬂ:,

Thu ol N e maend’'s Sl ke oF th feartion of deferied pevsnue
rastabodd Ao anfvace s ligorans B haee banan dalsenscd

This eevrines Belh defered PCS ol hiaSng e
Rferana man| oo kd nod peovide @n esfimale of B mangin em each
epimporseed el stated (hal i wes lovsr thes fhe imangin.

Fror purposses af this estimale we have an
Irseg) i coingmend W0 BN agoeegale magie of A75.

[

20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE 16
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Executive summary

Key findings - 6

Cost Estdmate Closure
tem Potemntial {Emi} i Date &
Mo, Status  Brief Description of lszue Bctions 5aF i rwrver

i Commit backlog = indicative fair value estimate

‘. Target has $372 milion of committed backlog at June 30, 2011 (contracted revenue that has not

i been delvered and Tor which cash has nol been collected. Linder acquisitan aceountng this
mtangible asset must be falr valeed and amortized as an expense aver the petiod the backlog
5 recognized as mevenue

. Managermant stated that the backiog related 1o Saa5 and hosting sales and would be
i mecognized ower thres to fve years. For purpesas of our indicative astimate, we assumad &
wiuld be recognized evenly over fauf years,

5 Asignificant component of the calculation S the contributory @536l charge D#ta 1§ reguingd

i from Target o accurately astimale this charge. We hawve based ur ostimate of the charge on
i comparable software company acquisitions. Depending on the synergy component in your
valuation, the contributory assat charge could increase wheeh would reduce the vaklie of your
backiog intangible asset

Endicative ealimale of conemdl backboy inlangibsls svaal

;

i Thes imdtengitie st 2 cecmided 1 |he balnres sheet & acgeieiion
| @l In emOrzed 1o s o Ih e e Bmarilog
i B Thia @ i pradienicey dosinilic arad vell Ghin g o
‘o provides addflienal dofa.

20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE 17
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Executive summary
Key findings -7

Cost Estdmate Closure

tem cigl Dete &
Mo, Sistus  Briel Description of lssus T rwrver

| Commitments and contingencias

‘. Managemeant has identified the following non-customer commiéments and contingencies. Whera
possibbe, we Rhave ried 1o asimabe the polenisl amounts

—  Taottenham Hotspur soccer sponsorship: Management stated that there is & changs in
contral clause in ks Secoer sponsorahip amangament with Tolttenham Hatspur secoer 12am
A change in control extends the sponsarahip arangermant through the 20122013 UK
snccer season. The minimum cost of extending the amangament appears fo be 318 milion. |
We were not provded with the complete agresment and il = possibla the cost could increass |
depending on the success of the soccer team in international competitions

Managemaent would not disclose employee bonus, incenlive compensation, or othaer
payrmants thet may anse upon a change in control

Target has @ number of oulstending legal cases, Managemen] estirmaled thal the cost for
employes iigation may be up to 53 milllon and commarcial litigation arcund $2.5 millicn.
Managemant has three ouistanding patant litigation claims but & did not quantify the
potential expesure for these cases

Managemant stated & makas no reyally payments for third party software embedded in its
techinalogy.

Based on the 2010 firancal statements, Til'ﬂ!ﬂ Ty M&"I‘#IHIIHM ledse commitments of
approximately S50 milion. The leases appear to extend through at least 2018,

Managaemant stated s purchass commitments for 1T contracts, frade shows, markating, and
other sponsorship arangements s minimal

— Target hes submitted a claim for a net working capital adjustment ansing from e lnon
Maountain acqusion. The amaunt of the caim may be up to $20 mallion,

20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE 18
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Executive summary

Key findings - 8

Cost Estdmate Closure

tem 15 Fmancia! Date &
Mo, Sistus  Briel Description of lssus T rwrver

5 Tm; due diligence

TI'I! scops of the diligence parformed was seversly bmited by the insdaquits access to I'JFI:II"I'!'-HM

' and personnel Cur scope was theredore bmited only to publicly avaltable documents and the |
¢ imited information posted in the data roome The data room information was Bmited 1o summarias of |

| TP studies, summary IRC section 382 study reviews by a third party and U.8. and U K. tax opiions |

m -’ np-emﬁn imglermerted tae strectuns.

| ﬂum; the course of cur diigence, we did not speak to Target's extemal tax advisors. Whie |
i numercus requests fo spesk with the tax sdvisors were made, as of the date of this report, all |
| requests wens denied, Addibonally, becsugse we were provided a imted arnount of tex infarmation |
| and documentatean, we wane unable 1o investigete clher tax mathers such as sltabte, lecal, VAT, #lc
i We recommend that these areas be investigated as part of the next phase of diigence.

Recommendad next stops
' In the next phase of diligence we recommend

l A call with the U 5. Group tax advisors regarding tha current tax profile of tha ULS. Growp,
[ incleding audit history, stalus and any resuls from the closing of any audits

' ® A call with the U K. tax advisors regarding the cument tax profile of the ULH induding audi
i history, status, and resulis of closing audis,

| ® Analysis of ULS. and UK. entity attributes including R&D tax credits and NOLs.

i W Analysis of the PwC IRC secton 352 hmeation studies o validate he outcomes of the revised
studies based on Pwl assumptions,

| @ Analysis of the tax provision, ETR, and DTADTL balances.

| m Anslysts of employes mees, proparty taxesd, unclesmed propay, VAT, state and local b
i Eabilties such as state income, franchise, gross receipts, sales and use tax. #ic.

20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE 18
misr Lo, ST, ey Ml = Smrmn mebily &1 nghin ressrssd

COMNFIDENTIAL HP_DER3_0D004521



Case3:12-cv-06003-CRB Document435-7 Filed08/31/15 Page22 of 44

Executive summary

Key findings = 9

Cost Estdmate Closure

tem 15 Fmancia! Date &
Mo, Sistus  Briel Description of lssus T rwrver

| U.S. taxation —U.S, transfor pricing

| Based on limited information and comesponding assumplions, as of the drafting of this repert, we
[ estirate the LS. transfer pricing tax iabdity exposure | approximately 330 milien incuding
| terest and penalties.

| The patential expasure could be largely mitigated thraugh competenl autharily preceedings

| babwean the | RS and UK tax authorities, If such preceedings ware successiul, then Target's

¢ raserve of approacimately 57 million for transfer pricing appears reasonable. However, please note,
| there is always uncertainty regarding a successful competant authority outcome and as such, the
 uncertainty shoulkd be considered in assessing the associated nsk

| UK. taxation = ETR

! The Tamet= ETR is expectad to generally align to the mix of LK. and US. income subject fo |
| raspactive statutory rates. Target has benefitted from a Sinancing structure and RAD tax crodits but |
| the associated tax benefl to Targel i patialy mill gated by the high tax rates in the U.S. Vhile the |

i majority of the Target's sales are invoiced by the U.S. Group, the fransfer pricing strategy shifts the |
! majonity of profits to tha UK. by reason of the primary IP ownorship residing i the LK

In contrast the Target's ETR for the year ended December 31, 2010 was 23%, which & significantly |
| below the UK. statutory rate of 28%. This was predominantly due to the uliization of previously |
! unrecognized MOLs (tax effect 5(25.5 milion)).

:HIMWMMHETH of approcmataly 26% Tor FY 11, which & in Imw’rmmqrmm

i UK. statutory rate.
20N HOFAT LLP. o Deldwints i iadetiny puaTresih i docd W50 3 Sasbad i of Bk KFTAD ndtmEi b of ielidas sl b | i o™ ined «ih ¥PdE a0
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Supporting
analysis —
accounting and

finance
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Presantad are Target's IFRS
resulis. See the next page
for a descrption of potential
ad justmants you could
consider in your cash fow
and U.5. GAAPF modal.
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Supporting analysis
Income statements

InCodre SEalEeMS - IFRS resuls

sm 2008 2008 2010 HI2000  H12011
Rover.e 503 2 7307 aT04 4163 &80 |
Cost of revenue @500 (ETH (1S 518 =86
IMtargitie amanzation (185) (BT (573  (284) (28.1)
Ciresws prafi 387 8023 1048 340 ¥a3
Resaarch and devalopment TB4) (08 (1148) (555 718
Sales and marketing (1352)  (1T0B (241 @35 (N3
Generdl and admnistralive (428 (B0 (B8d)  (345) 7.4
tfher 40 0.1 a1 {04 0an
Diperating ncome 186.5 732 364 150.1 1676
Mgt il Imcomienpeensd] 14 58 (328 (133 (0.3
Cther 22 0.3 0.y {07 0.4,
T (5400 (7.5 {EL T (343 (37 B
Maet Income 1317 1916 272 1021 091

Source: Armual mpons, unaudited management mfcamatan
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Supporting analysis
Quality of earnings

coiyorommgs [
of ear
ﬂ}mnu that [ ie] e Lbd :h 2008 2008 u'l'ﬂ': H1 2010 M1 2011
conilder in your valuation Hel ncome 137 181.6 273 2.1 1081
ot | Tam S50 745 i Wz IraE
‘ |0t ntenas] (rcome e prss 1.4 58 zs 13.2 203
:":;:mmﬁh;m Lo from associaton 22 0.3 1.8 ] 0.7 0.4
amortization expense singe  Deprecation 141 162 140
wnder U.S, GAAP itis ArmartiEaion 243 R B i 3.4 549
unbikely that much, if any, of Captalzed RAD epenses (11.2) [24.7) {38 5| (18.3) 21.2)
these costs could be EBITOM 2157 pilv: N 3TE 8.8 1.3
capétalized. | Caher pobental gems for consiceration !
| BAek; Sorm panaatr 5.5 1.2 B0 ! 28 4.8
[Restructuring gupanses 1.2 0B 35 nE &3
] 234 1365 HBES 1802 g i
Source: Anneal repons, unaudiad mansgemant ntormatien
T GoE 3°a0yhs i Poneatar o jurFmapn o, | cinibeo duri ng Sekd mork aed Unes s | oF nDR poeTeg e Thais poltimial @ detbmers 0 EE T
Eﬁw b i W Tk b et A ] (5 FETA0S. frbaili] Dy Wnspjese]  FuPe asalmes (b et a0imdne ailumiviesse i
© 201 HEW LLP o Debdwins i hadeiy palresrhp dtd e U 3 Sasber i of T KPS netmeih Of il 0o mbener 1 o™ ianes wilh SRR o9
miarrolnes’ Cnogs ST, ey 1 = eermn mebly &1 nghim ressreed
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Target hae a variety of
PRV 2TTA

including license, PS,
PCS, and hosting. In
some case the PS
component may be
significant and potentiably
contract sceocunting could
apply. Management
stated it has fair value for
its PGS, P5, and hosting
arrangements and that it
is able to eoparate thess
elemants for revenus
recognition purposes.
Based on the contracts
wie read there appear to
b muliple variations on
the products baing
offered and there |2 & ral
that under U5, GAAP
Targat does not have
VSOE of fair value for
each element. If this ls
the cags than in ome
AFTENQEMEnts reven e
may have to be deferred
until PCS |& the remaining
indelvered slement or
recognized under the
subscription mathod.

Supporting analysis
Revenue recognition = delivery models (1)

Dalivery madels - background
s Targel sagregatod its business mbo three maikels (Fower,

Protect and Promaote). &s the products wathin each market
aperate from the same safware platform (I0OL), Tamget
“vireally” brands and markels the sama technology scross
several vardical markets with the same delvery models across
aach rmarket.

For delvery models that include PCS and PS5, management
represanted that il has VSOE of kaif value for these slarmenls
regardless of sakes channel or delivery model

For PLCS, menagement staled |t establishes VIOE based  w
on stand-alona renawals using the bell-shaped-curne

mathod. Arrangemants with PCS priced at rates balow fair
value are allocated amangemant consideration to the ow

end of the Tair value range,

~ For PSS, managemsnt represented that it establishes
WS0E basad on stated rates in its contracts and tal &
rarely sels PS5 on a gand-alone basis In addtion, thisd
party pariners such as YARs and resallers can perform
Hhess SERA0ES

Delivery madels
s On-premiss and Appliancse: Targel sells #3 software 82 a

license, which is installed on-premise and runs on herdware
enpffiied] by % customers. Thide airangements includé first
yaal PCS and can also include PS (frainng, mmplermentaton
ar instaliation and consuling) as well as hardwane

Target prmarily sells pepatual sofwane licanses for its
on-pramisa solutions Hoesewer, it has also sold term
beanses. Targel recognizes icanse revenus upon delvery
of the softwane

G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE
miarroines Cooperabes RSV infemesicrall = Ssas ety S nghis ressrssrd
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PCS mvenue & recognized mtably over the term, which is
usialy ong year but Target has sokd rmulli-year PGS bo
cusiomars.

P& revenue B recagn@ed 85 sensces are delvared of
whan complele depanding on whether the armngement s
trma and mateniaks or fived fee

In limied situations, Target will shep its sofware pre-
ingtaled on hardears 1o 15 customers. Tangel recognides
ravenue far the hardware in conjunction with the saftware
licensa, when i s deliverad.

Hosted ' Targel sells ts sofvare 85 & hosled Senace that can
be accessad via the inbemat and & installed on Targels
sarvers thai are dadicated to the spacific cusiomer (e,
singhs tenant) These amangements are comprised of a
begnge bo use the softwang via the intemet [usage based, pay
&3 you go) over & specific tam (usualy thres o e years)
Some customers also hava the option to take possassion of
the saffware, cofvernng e arangement Into an on-premss
SISO

Thass amangements are prced based on usage (e,
amount of data, number of searches, number of log-ins,
ele | and will usually include & minimum Usage armount
Revenus for hase arrangemenis are recognized on a
manthly basis, whan immomced

Sae the on-premse decussion regarding when the
cusiomer has taken possession of the license and the
arrangameant ncludes & hcense fes and PCS.

24
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Supporting analysis
Revenue recognition = delivery models (2)

Delivery madels [continued)

® Cloud (5eeS5) Target sells its softwame using the Saa3 moded,
whers the product can be accessad via the imtameat and the
datis s stored and potentially co-rmingled with obher
custarmers on Targel's sersais (ie., multitenan). Thess
arrangements are compnsed of a license to use the service
wis the intemst (usage based pay &5 you go) over a sgeafic
term [usually three o flve years) In these cases, the
customer doas nol have the option to take pessession of he
softeare license.

Thesse amangements are priced based on usage (Le.,
armount of data, number of searches, nusmbar of lag-ins,
gtc. ) and will usuvally inclede & mmimum usage amount.
Revenue for these arangemeants are recognesd on &
rronthly basis, when invoiced

Managemant indicated that it alss charges sof-up foos
wihich it recognizes onee cusiomsr set-up has been
cormpleted. Sel-up can include dta migration and other
tazks in order ko bring & customar on-line

s OEMW Target licensds its technalogy to third partias that
ernibed ] into their sofware, These amangements ane
comprised of an upfront icensing fee, PCS and rovalties thad
ore paid on a quarterly basis and repored ono guarter in
arrears. Target recognizes the licenss fes upfont PCS ower
Bl Sarace ferm and rovalies one quarles in anears, a5
repors are receied

G204 WA LLP o Celdwiee ] ey prDresrh g ded B 0 S St A of el WPPAT nstmsi b & redisc 0o ierm ot 1 oS widh 5P G a5
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KPMG

There i& a risk that Target's
revenue recognition may
differ from U_S. GAAP and
HPs polickes. At this stage,
no data has been provided
o valldate there are
differsnces and to quantify
the differences, If any.
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Supporting analysis

Management represanted it establishes VSOE of fair value for
PLS on its produdd sales based on renewal rates for axisting
CUEtomErs using the bel-shaped-curse approach. Management
pirionms the analyis on a quarterdy bass and | is svaluated
annually using fhe kst four quaners of data

® Management did not provide us with the bass of preparation
af its WEOE studies using this approsch (e, using the
misdian, average of a steled rate as the midpoind for the
anahysis of whal was its acceplable range of deviation from
the midpoint).

B Target segments renewals bebween s two regions (e, US
and rast of workd) and that the mdpent is 15% of license for
e .5 and 18% of license for rest of world. Howewver, it
does not segment its population of renswals by sales
channel produc or sendcs livel

= Managerment indicated that it limvts the population of renewals
inchided in the analysis to these greater than 5100, 000 and

ren@wals fall within the range from ihe msdpoint over 309% of
ma time

B Managerment's calculabon of Tar valee may be diferenl fram
HF's pobey, Accordingly, these (s a risk thal post-acquisition,
Targaf's VE0E studies for PLS would be insufficsant for your
purposes, which could result in Some amangements baing
macognized on a ratable basis

B Wa understand thal your audilors may provide a grace-period
post acguisition to albow your revenus recognation team time
b perlafm & made rgofaus anglysis using the ndusiny
accepted calculstion methadeloagy (e, establishing the
median as the midpoint, using the industry standard deviation
range of +15% of the median and futher segmentation of the

Revenue recognition = U.S. GAAP considerations

Based on our limited discussions with management and data
provided we balieva thare may be other differences which could
mnpact the hstoncal growth rate and the timing of revenue
recognition immadiately poslclosing  The potential diferences
wantified are

B Extended payrment ferms: Target may recognize revenue for
cefian amangemsants even if the payment terms extend
beyond one year We understand that vou will génerally Sober
revanue falatad 1o amangements with payment terms thal
extend beyond S0 days.

B Salmve anugh' Tﬂ'g&l FEDOQREES P g T G enge
sales upon sell-in o &5 VARS rather than on a sell-through
basis to end cushomens

B Other undaiivered elements; Managemant does not prepare a
VECE analysis for the other undelivered alamants in its
arrangements, which include hastng, PCS for hosted
arrangements and PS5 Rather, management bases far value
for PLS wging the fair value rates sel for its soffware licenses
Fair value for PS and hosting is based on staled rates in is
contracts (per day for PS and by volume or transaction for
hosting), whish managemsnt indicated was pnced wiihin a
tairly clode range

B Met-pear PCS) In limited cases, cusiomers have initial PCS
tarms that are for thres years or more with subsequent
rieneaals detdiled in he contract far one year. In hese Cases,
as the aggregate renewal tarm (5 kess than the inital PGS
pericd, the siated PCS rate may not be considared
substantie for purposes of establshing far vwalue

B MFN Management represantad & has provided one
cusiomes with MFM teems. Mansgemeni did nod indicate

populatan] wheather thase terms were retroactive or prospective,
B Flaliform fransfer mghis, Management indicated that ong
customer has been provided with platiorm transfer nghts.
Hiaweeer, it has not evaluated the irmpact this may have an
rERLE fecognitson far this srangamant
G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE I8
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KPMG

We have presented
management's basis for
its arganic revenus
grewth cakculation. Ve
o il have some of the
minor changes assoclated
with foreign exchange;
horaenver, the impact does
nof change the calculated
arganic growth rates,

Mansgement stated that it
immadiately integrates
ascquisitions knto its
wxisting business and that
it b= nol possible to track
the organic growth of its
products post-acquisition.,
‘We have not been
provided with revenue by
product o validate this
statement.

Additionally, we have not
been provided with
cusiomar data to
determine if the crganic
growth is due o a class of
cusiomar of may be mora
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Supporting analysis
Organic growth rates

Drganic growth rate - overall businass

B e T

|5m 2003 209 H0 HI' Sm 2009 W HIME HI
| Rogorted revenise 740 B70 | 415 476 |Reperied revenus 490 574 207 124
| Farwign sxchange . 'y s @ |Forsign exchanpe . a; . ]
| Acquired revenue {158} (B (3 (11} |Acquired revenue JEE] .1 . (10
o revenuE 581 [Ty 412 464 |Organic revenue an 578 | 267 13
[ Price paricd adpstment . 0| ] = |Prioe period sdListment . | 4 .
| Ovparic growth 6% 125 14% 12% | Organic grawth 20% 7% 4% 7%

Soumw  mleamusue sy e By rwn EgETaT

The tablas above prasents managemant's calculation of its
anganic growih ratés. The caloulation of these grawih figures are
based on the organic revenue less the fotal revenue from the

priar period {which mcledes ather adusiments degending on the
tirming of an acguisitian ). Delail of these adjustmants include:

s Managerment's calculation of its erganic growth rate excludes
revenue attributed to the Infersiovan acquisiSon. For the
oeefall business, this is all of Interwoven’s pre-acquisition
ravanug (lioenss, PCS and services) For Tangel's core
business, it enly includes Intervwovan's licenss sales

2090 and H1'10

= Tahgal acquired MicfoLink and CA's Infafmation Governanos
divizion in Ol and G2 2010, respectively. Management

Seurce | miCHTTINOn peracksd By e spRTHT

&  Managemeni racorded an adjusbmant bo the 2008 bass
risults in order to add back Interwowven revanue for the pre-
soquisition stub period from January 1, 2000 fo March 16,
2002 (338 million for the geerall business and 54 million for
Targel's cors businass),

H1"11

u This adjusiment partains to the Iron Mauntain Digital xssets
acquisition, which contributed approximately $8.8 millon of
revenide dunng the period as well 25 & farsign exchangs oss
of 51.8 million. As Iron Mountain Digital sales are Brgely
Saas related. the adjustment was applicabls to both the
owergl business as well &5 the core IDOL business.

The dverall business 3o ncludes a 31 mllion adpisiment
relaied o deferred revenue releases related 1o the CA

one-time in nature (s.g.
revenue fram BE). = represented that nether of these aoquisbions genarated IDOL e kition,
product sales (services and delerrad revenue only)
Management adusted salas related fo services (38 million
and 53 millien im 2010 and H1"10, respectively) for these
acauisitons
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Clowd revenuie is growing at
a significantly faster rate
than the histonzal leense

business.

KPMG

it appoars that many

CUSIOMEars are purchasing

lcenses with a hosting

arrangement, afthough, the

fee for the licensa
component may be
decreasing.
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Supporting analysis
Revenue

$m 2000 2010 H12010 H1 2011
Product 0 P 10e 123
Diadarrad revenye relsass 714 258 - 126 r"'"'TET"I.
Ciowd 190 | a2 L_ N7 A
CEM 100 129 ; a7 TR M
Sardce £ 40 22 18 A |
Total 740 870 | 418 476
!crﬁwmumm

Seurce: Ansual raports, wnawdied management informaton

Rovenus by type

Fy200s

—

ikl |

o] TTE S gyl

nﬁm;'mh -ﬁhmhmhm
1 liconae meded wih prsccisted PCE revonen,

Wi B et e it il
w:-nﬂuﬂd-ﬂnﬂmmhm
| wunuuﬁ

= Fraducl - Deferred rneme-relaau-l._.l;lm;:l‘* JOEM - Serviee

Sgurce Annual re porls, urdudited management inkermatiaon

T = Ssmp pebby &1 nghis ressrssrd

H-\"'\-\.._

e Taigal uwmpﬁu |
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KPMG

Cost of goods sobd as a
percentage of mvenue has
increasad over the parod
reflecting & ahif In reven e

mix ta hasting.

Oparating expenses a5 a
percentage of revenue have
baen approximately Nat after
taking into account the
intenanoven acqulsibon.

We have no information
regarding the compaosition of
expenses. Management
stated that it was nol swane
of any significant onetime
items that need o ba
considered in evaluating
rEvanue and cipenis hends.
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Expenses

Supporting analysis

&m

il 2009 018 M1 2070 WA 20

T

Cord af goasd wald 48,0 BT.7 111.8 £1.8 516
% of revenus 89% 11.9% T20% 12 5% 12.3%
Research snd development

Repone sapsarma T4 E38 114.3 555 8
Less amartization IO L -1 {i7.4) (T8 {11.0
Addd @mounts Captaizaed [ LR 247 s 1683 21.2
Hel expenas Bt e G i e k)
o5 O faisdniie 169% 15.5% T56% 156% 17.2%
Sales and marketing 138.2 L 2041 233 1113
% af mvenua 5% 23.1% 235% 72 5% 23.4%
Gannral and admanisiratie 42,6 608 9.4 4.5 T4
% of myeaue 5% 52% BO% a.% 7%
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Supporting analysis
Summary balance sheet

KPMG

See folkwing shicdes for a
description of balance sheet
Somponents. Dec 31, DecdN, Jun 30,
Fm 009 Pl Fich )|
Asseis
Cash and aquivalonts 2428 10808 FE -
Acoounis receable 2303 2&T 8 ,_E;E-__‘ TG rebios sk oy, oy s dhpaced s Sl 1o alal
Difer receivabiss 457 826 | T4E B e
Currerd assels S187 1,308 10107 g .
Proparty, plnt, and squpmisnt ne 428 _E";E Irsre et el s e iy o e Bl v (B dl'rulmd_'
Logiern esets tes w6 (i} — [ e e
Zoadil n'rd-tlr&rmrq;l:lu 166683 1mM823 21535 appesimataly §70 milion ralher thas $95 milksn, I
Delered by ssmsis 2410 183 19,2
Tatal assets TIT9E 12806 JA6Ed
Linhalities and squity JEHEERCE :
Curnert debl 534 TRT L 5_1-}. Cusmend dabl & 2 lem loan (om Besmiys and B
meaan repayabic: of Closing,
Accoun|s patyakie 1449 234 197
Other cument kabilkes Bra = 1 wa
Taxes payable 433 Bz a3
D ferred revenee, curent 1649 1703 186 &
Currert liabilEss WA W3 W4 Lg-baum it ol e 30, 20T oo ik e
i €2 Tez LhSTE— o mnetsding S B e
D[] g i, Fdaii-Eairmedl 88 T4 8.z oomponants s abowl §1.35 bilian.
Delered taxes BE 1 a1 104.% I
Difad ron-curant kel a1 T3 151 |
Tobal labiibes 5778 10133 113328
Sharahakders’ squily 17018 20672 ZXIXAT
Tatal liabiies and aQuity 2ITSE J 0.5 4684
Sourca: Unaudted managemant indoamatian
G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE a0
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Supporting analysis
Accounts receivable

KPMG

ey,
range of 30 to 100 days (after

adjustment for the impact of Oecdl.  [eeh, um 30,
iron Mountain). ad i e mi

Giress accounts recalable e N J_:-.:Q}__'E_ i
Target ﬂﬁ;ﬂ?ﬁ;‘ﬂ“ Bad dett feberve 24y (280 )
write-off M2 - WTH T
than 1% of its receivable E 4 ) ~—
balanca, Py =,
At December 31, 2010 35 r e
miikon of recelvables were o R
due afier one year. ; ;

The bad dell rser & spuche iwike B T p—
T e T Tt e e P e e s
accounts recelvable nre uuﬂuqn-nﬁlrlh:rm;:ﬂ# !l-"_ L Jof Sxlt s it F:?.hlﬁlul
mﬂlﬂ. "::"'""“" pa mnmﬁﬁ%rmmhm:mw | This vah rest lm?mnuumr-n;wm
specify reasons why e Mty B ol e chitt | e Tagels poicaes; hiwsiar, v de nol Bave

the receivables wene | Al dialm b dilsrmrine e mpecl o #5 anmial o
unbilted and whethear this ; i
represented milestone or !
extended paymant terms
with a potential revenus

recognition impact.

02001 HEWD LR, o Deddwinie (i fadelity paTieSiuhi p st B U 3 S A i of Bvi KPRAD ot &F indises 00 maBDeT 19v ofnes wih FPM0 1
miarrolnes’ Cnogs ST, ey T = Ssmp pebby &1 nghis ressrssrd
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KPMG

Target hag not proveded
details of its accrued

expanses and provisions
bryond the dats contalned In
the financial statements.

htanagement represantad
thiat it had no provisions o

resarves for unprofitable

cusiomar contracts or other

lang-term non-kease

contracts,

G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE
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Supporting analysis
Current liabilities

Dec 11, Dec 31, Jun 340,

Em 2009 210 i
Accrimd enpansss and oiter current labilifies ME G20 G708
Aciuistion and other pravisions i 78 5.3 220
#.8

2.4 AT

Sownce. Annual repons, wassted i Qe Inkarmaban - g
-"l... i
.-'".-.
Thea pniieane ik S 30, 2011 ecdiled 1o oesaioas
eass o e, The 817 millea hiraa s in
FrovbEans o ane 39, 2011 refates o the bon

Micaariain acquishan, The romets eposenis
provizizas for onaroue ey and galert |igelion,

32
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Supporting analysis
Deferred revenue

FPresantad is the calculation ]
e ! e revenoe
daferrad revanue. We wans o4 FY 2011 a1 Fyaeig ai Fyanz a3l Fraoid o4 2012
not provided with the 3000 F 140111 IN-Jan-13 H-Apr-12 3-Jul-12 H-'l-ﬂ:lr'l_!E
estimated roli-out of Dafermed rewanss 3,548 S0 50 A5G4 ¥ fers 21 |
deferred revenue. As such, i
wa assumed that for Cost of aales 15.0% 8,50 7.625 5001 4,005 g2 |
deferred revenue recognized  |pofit markcup @ 1), 53 T Se 408 " E
‘within one year the roll-cut 10, 485 ] % 560 440 1,008 |
in 35%, 28%, 22%., and 15% s
e “*::ﬁm'm RAD Expense 10,0% 5,354 5,083 21904 270 & |
et e e Profit markup @ 10.0% s 508 158 m 62 |
than one year is recognized ! ' i
i the fifth quarter atter H
closing. GEA Expense 5.0% 3T 2542 1567 1,363 M |
Profit mark-up @ 10.0% _ e B4 w0 1% A
This estimate was based on 3,405 2,798 2167 [ 1] 347
consolidated data. Once i
Target provides detalled Total cast cligation ard mark-up 20,99 16,775 12,181 8967 2080 |
fulfillvsent Sal infor rmaticn |
o will be able to providea |- el {
. tetailec analysis. DemSount perkod Q1280 03T 0627 DaETT 1921 |
Prasant valua factor §H% 0 S D&TTS 056 0 5 nﬂ-u*
Presient value 0,010 16,398 12,882 524 1018 |
| ]
|Fair vabue 0,340 i
Spora. | ndermwon e by —wnegensnl
[ %
11 Ciond of fuliie g defee peet seaweus: mitames o= wn sro b o fredoresl ard croecked el g [ imbp e mwsm = Lan prorrme by e leE T T A RO e e P hm==nciogy and Howirg
S e i O iniladd Caalaivee kvl el ol divd ool idted bo b Gl pleored gupdeail Burdpaael didied FBo ool el i BRoald b shpesdditifer o Nilons oonl 1S POl
detrreo paes or e rLe I:HFI!'I.
21 T ez i i) i Bt O SdeTd Bbie puble Sommganisd
m A [ mapeaes. wo. borsed o0 acaivs of el ond pipgsched maemesa e ST Filmen: oo Wasmsranges SR schiedes onciud e b S escalation of cases aed iecenolagy
L] (3 B8 mapmnams wis baned on a0 probys of hetorcal s ropacisd GAA maping
&) Tha dwcomnt s b bassd on Be peld of Mooky's Bes ) 500 G588 corporaie Borede s of Sugust 3. 3001
© 201 HEW LLP o Debdwins i hadeiy palresrhp dtd e U 3 Sasber i of T KPS netmeih Of il 0o mbener 1 o™ ianes wilh SRR 33
miarrines’ Cnops ST, ey 1 = eermn mebly &1 nghim ressreed
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Supporting analysis
Commit backlog

FProsantad is tho calculation
e et
agset associated with the gm Yoar 1 Yoar ¥ Yaarl Yaar 4
commil backiog nssst. We [Fr——— B3 TED E00 0.8
wene nol provided with the Cist of sales 15% 143 1.4 L1 81 |
estimated roll-out the Research and oeakgment 13% 124 8% T8 53
commit backlog. As such, Genarsl ang admirstative 5% 48 a8 am 20|
we meowrmed that i in Diegrecatin 1% 10 08 06 0.4 |
mﬁmp“"' ’“': Cparatng incame w24 503 5 70|
86, 2B%, 22% aﬂ'"pfm'“ s % 178 14.1 1. 75|
x - Profnt afer tax 53 32 o 9.4

This estimate was based on | Cortribubary asset charge % 151 152 120 82
consolidated data. Once [P epe—— o ¥ o 165 12|
Target provides detailed Diseeust facier 109 0,953 0 8A7 0. 788 arie |
fulfillment cost information | po 2.0 18.2 130 81
we will be able to provide 3 | =T 53 :
IR T 0 Tas amertizaan canett 1.2

Fair value of intangible backiog asset 765

Souroe:  formedon provided by e epemert

LTS

11 R 83 pericr can® o e p gt

] Calooislind cweg @e oo lis rabe of 25 (4 gos e oo 'Fe U2 o seoxSrsleen el € i
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Target generalos
approgimately 5250 million
of operating cash fow after
capitalized RED coats and
around $200 million of free
cash flow.
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Supporting analysis

Summary cash flow

im 2009 2000 M1 2911
Oiperating activilies

Mt Incame 1818 2173 1081
Drepr ecaation a7a B|Be 258
Amarizlion of goodwill and intangities =0 3.5 281
Cagitalmed softvare amorgation 44 174 -
Ansel wrbeoien & restriciunng cosis (e F:] a.r -
Slock -Eaasd comperiation T2 a0 48
Hon-cash chanpes in tay and inderest 432 ny 250
Intwras! mooma 11 T8 %
Inlness] axpenee (5.3 (171 [14.5)
Changes in working capital

Accounts receivatle (&3 (808 (36)
Inveriony 02 0.3 [Tk}
Accounts payabie FE| 78 [24.5)
Cash from operating actrates 2458 2931 1862
Cagitalmad softvare devslopment costs {247y (8.5 213
Capilal expandiluna pe2 B 1 =8.7) [24.3)
Fron canh Mewe UL | 194,08 1190, T
Cash acquistions B30 (796 (4016
Imvastmants in assocaing -1 (10.2 -
Charge in el det 1887 078 Fo8)
lEuanca of Common BRock a3 18.7 101
Foreign enchange differences 15 (14,2 3
MNet EHI'IIEI in cash 418 BIT.6 [424.3]

1 = eermn mebly &1 nghim ressreed

Graarterly cash fowe
¥

=E&2EE8E
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Supporting analysis
Capital expenditure

Capital expanditure was $50 Capital ox penditure
milkon in 2010 a5 Target

Dokt ot ita hosting and data X -
storage business, Capital 20 A
expenditure is forecast to be

about $35 millicn In 2011. E 151
The majority of the axpense 10 4
ia refated to further
expansion of the hosting
business including
imvestments for some
specific customer contracts,

Capital axpanditure

I'le'l;lﬂtl a u-u:r#'ldlur:: Saurce: Aenusl reports. unaudied management infrmation

Management stated It makes
relatively fow purchases
from HP.
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Supporting analysis
IFRS and U.S. GAAP differences = 1

lnpun Description
Capltalized s Target recognizes an internaly-generated intangitle asset arlsing from preduct development if all of the following

ragaarch and condlions ane mat
wt = = an assad is craated that can be identifad (such as soffware and new processoes);
= it probabie that the assel creatied will generate Julum sconcmic banelits,
LS GAAP s ihe developmant cost of the asset can be measured relinbly; and
ASC 8520 ®  the produst romwhich the asss! arses mesls the group's critena for lechnical feasibilty

s Target amartizes miamally-generated intangible on a siraight-line basis over the three year useful ide.

IFRS: A5 38 B Priarto converting to IFRS in 2005, Targel préviously moognized LS. GAAP internally generaied intangibles under
legacy FAS BB [now ASC BEG-20. Accounting for fhe Costs of Computer Software to Be Sold, Leased, or Ciherwise
Marketad).

= Hole Tagels policy under LS, GAAR included general overheads, which ane not allowed under IFRE. FAS B
laft the cagdalization of these costs up to professional pudsgment,

s HP fypicaly expenses software development as RED expense. However, HP has & policy for capitalizing certain software
denvedoprment eoste under limed stuations (AFM Tople 6385-Saftware For Resale)

= Cosis must be incurred after “technological feasibiity” and bafora tha software is ready for ganeral releass
(generally & wery shodt period of tme — refer to visual below)

= Target's ntemally-generated intangitle assat might not qualify for capfalization undar HP's LS. GAAP palicy -
thie would reguire detailed technology revews 1o ensure complance with HF = detailed entaria

02001 HEWD LR, o Deddwinie (i fadelity paTieSiuhi p st B U 3 S A i of Bvi KPRAD ot &F indises 00 maBDeT 19v ofnes wih FPM0
miarrines’ Cnops ST, ey 1 = eermn mebly &1 nghim ressreed
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Potential Implications

EBITDA impact:
potertialy up to a
221 millon impact
in 2010,
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HP_DER3_0D004539



Case3:12-cv-06003-CRB Document435-7 Filed08/31/15 Page40 of 44

Supporting analysis
IFRS and U.S. GAAP differences = 2

fnmse Dascription Potential Implications

Share-based fowards vesting: = EBITDA impact
L]
ity « Under US. GAAR, awards vesting in difference tranchas (graded vesting) may be accounted for as separate share- ﬂm;ﬁmw
based payment amangements, or ratably ower the kongest vesting tranche ¥ the sward vests based on sarvice only. Our oooniced over the
U S GAAR EXpENEnCE SUggests that HP chooses to ulilize the ratable methaed. Target hes confirmed that & applies graded vesting, uﬂnftrne plan
AEC 718 which ts required under IFRS. Targe! essentially sccounts for sward ranches as separafe share-based payrment may differ under
amangamants. U5 GAaF IFRS
Deferred taxes: typically shows
IFRS: IFRS 2 miane volatisy in the

® |FRS also requires defarred faxes related to share-basad paymants to be remeasumad based on the tax deduction

3 ) PEL and balancs
sttributable to the stock ogton price (ntrinsie value) at the and of each reporing period.

sheet for share-
= Based on price fuctustions, there could be & change in defermed lix assel and expense as well as polential APIC based payrments.
movements, Thede is also no "APIC pool® or “mezzanine squity” conospl under IFRS,
Deferred taxes | Tax measurement: | = EBITDA impact:
= Deforrnd tax is measured based on ratns and tax laws that are enacted or substantively enactod at the reporting date., Y
U5 GAAP #  There is no specific IFRS guidance (similar fo U5 GAAP [ legacy FIN 48) on the recognition of deferred tax iabilities in tax liabil&es under
ABC 740 nespect of income tax exposures and on the classieation of interes! and penales related 1o incorme tax exposures LS. GAAP
IFRS: [AS 12 = Targat mighi apply
differant
measuremant of
defemed lax asgets
and kabities, in
aither direction,
© 201 MRS LR o Cobbawins ] Radiity iy ot e S sassber A of B KPAAT et of i oot merener T oiies wih 5Ru s a8
miarrines’ Cnops ST, ey Ml = Smrmn mebily &1 nghin ressrssd
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Supporting analysis
IFRS and U.S. GAAP differences - 3

Description

Patential iImplications

Odher IFRS Provisions ([fabiities). = EBITDA mypact =
considerations | ider IFRS, “probabie” is defined a5 "more likely than not', generally interpreted as more fhan 50%. Under U.S. GAAP, | Provisions: The
Prinigions "probable” s daffed ad "ikely 10 aotur, generally interpretad as TO% to T5%, which I8 a mghei thredhald than the IFRS tirning af
US. GAAP approach recognition of a
ASC 450, ASC | = Provisions may also be measured differently under IFRS, a5 @ result of mandatory discounting for material, long-term i
715, provisions, IFRS alse measures & provision at the midgeint of 2 range as opposead o the ULS, GAAP requirerment to higher amount
IFRS: IAS 37, PRGN A e Jow 4ncl o Ve under [FRS
EH;EE;: !EFHIC‘. Irmipale et + Impairment: It is
) §  Under IFRS, impairment Westing of goodwil and long-dved assets is a single-step process in which an impairment 0S5 is generally bebeved
recognized 1o the extent that the carrying amount of a cash generating un@ exceeds its recoverable amount’ {measured that IFRS leads to
, at the higher of fair value lese cost to sall and value in use, which s a discounted cash fow valuation using discounted earliar recognition
meaimant entity-specific fulure cash flows), af impairmants than
GAS P der LIS GAAP,
ES?: sen 3ag 0 Imparment write-downs, other than for goodwill, must be reversed under IFRS if the recoverable amount imgroves “n
' subsequent
IFRS: 185 38, "
AS 38 s UE GAAF does not have an eguivalent concept of cash ganerating unit and imgairment write-downs canmol ba
rensersed
© 20 HE LR O Deblwinie v ety Bl Tiesruh ) detd e ) 5 e A i oF Tl WFTAD (eolme i, & relises 0o e De 1o ORI wilh KRG 35
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Supporting
analysis —
taxation
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KPMG

HP is contemplating the
acquisition of all the
common stock of Tanget,
which includes the UK.
parent and the U5, Group, in
a taxabde transaction.
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Supporting analysis
Target taxation - background

Scope

In connaction with our tax due diligance of Target as detaded n
the engagement soope (sse Appends 1), we read the fax
docementalion provided In Targel's onling datd roem Fam July
31, 2011 theough &August B, 2011, WWe were prowvided a limibed
amount of documentation from which we base this regoit. Thess
dosiments included, but were nol imied o, US, and UK (ax
openions, the tranefer pricing study eovenng the panod beginning
with the acquistion of eTak and ending with the acguisition of
Zomaz, and TP addendum cowemnng the acquisition of
Interwewen.  Additionaly, we read publicly avelable decuments
incheding financal statements and UK filed statutory accounts
We alzo had discussions wih management on August 2 2011,

Dumng the cowrse of cur dlgence, we did nat speak fo Tanget's
axternal tax advisors. While numerous reguests to speak with
the tax adwvisors wera made, as of the date of this report, all
requasts were denisd.

Additionally, a% noted Sbinve, we were phovided a limiled amount
of tax inforrmalion and docurmenisfion.  As such, dusing the
course of tha current dilipence, we wers unable fo investigats
other e malbers sech &5 state and looal taxes, VAT, ele

Background

Targat was founded in 1698 and has dual hesdguaders in
Cambrigge, UK and San Francisos, CA

Targat is a UK. company, which wholly owns the stock of AEHL,
a UK. subssdiary of Target AEHL wholly cwns ANAH, B LS
subsidipry, which i also the common parent of tha LS
eofdolldated group.  Please see Appendix 2 for the detailed
organizational chart

In Rlarch 1895, Target, Inc was formed n the WS as & whally
ownad subsidiany of Terget  In October 2005, Targel formed
AMAH as a wholy owned subsidiary and contributed the stock of
Targst, Inc. in exchange for the stck of AMNAH. AMAH
subsequantly made a numdaer of stock and asset acquislBons
nclding Vensty in December 2005, ZantaZ n July 2007, and
Intarwvowven in March 2005 Please sea the delailed acquisition
discussion on the mext alsda,

Targat's aconomic and tax beneficiad rights to Targel's primary
salfi-developed as well as acquired IP is lecated primanly in
Cambrigge, UK Management represented that customer
suppart operations aré based in Cambridge, UK, Calgary
Canada and Bangalore, India.  We are unsure o what extent, i
any, IP developmeant alse owcurs in these jursdiclions.

B Acquired P “Wither on the vine® strategy - With respect fo
scquirad 1P, the 1P (s typecally transferred to tha UK. 0nos ve
yaar procass, during which a residual profit split betwsen the
gcquired company and UK. ocours regresentng  the
contnbutien of acquined P versus UK besed IP, Please ses
the Transher Priang sectan Tor addibonal detad

G204 WA LLP o Celdwine il ety s g i Dm0 S e i of T BPPAT restme ih OF el ! irarfeiesd vl oSk with BPWE 41
miarroines Cooperabes RSV infemesicrall = Ssas ety S nghis ressrssrd
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Supporting analysis
Target taxation - acquisition timeline

KPMG

Ky acquisitions: Recant acquisition history 5 Micrelink LLC amd CA Techaclogies Information
Governance Business. On June 8, 2010, Target announced

1) Iran Mountain Digital Please sae Acquisiton tmedine balow, the purchase of assets from CA Technelogies, a company
2] Intarwoven B Key scgquisiions included Irom Mountain Degial, based in lslandia, MNew York, fo strengthen Target's
Intenwowen, Zantaz and Vearity. keadership posibon in Meaning Based Governgnce for
3 Zantaz . i T oeri} find Mnaciad sokeneants. B $16.4M. Addtionally, Tasget purchased 100% of tha nterasts
4) Verity coraing & Tagets e manss, e in Microlink LLC {which should be treated as an asset
fully imegrated acquistions of Inerwoven, Zantaz and purchase for S federal income tax purposes), based in
Vorlty represent spprodmately 20% of e merket Wienna, Virginia, from one of Target's resellers wih the intent
mp cxtacrs s OF e ] f ML to accelerate the adoption of Target's technology in LS. stats
® lron Mountain Digitak ©n June 3, 2011, Target ® Interwoven: On March 17, 2008 Autonarmy acquired 100%
purchased certan stock (Mimosa Systems, Inc, Stratify, of the stack of Interwoyven, Inc., based in San Jose, Califomia,
Inc, and four forsign subsidiaries) and the assets of on and a leader in contant management software, for H804.2
Mountain Digital. based in Southbomugh, Massachusetts, millien.
capital adjustments of 521 milion (as of Juna 30, 2011} of Eantu Imu :Irlnr 53?&{! nﬁun.“;:r:m Inc., & :mmanny
Thfﬁw“m;.ljwh%“ astals "dﬂ'" IF“;EE“;'E; bassd in Pleasanton, Califormia, s a Iullﬁur ..1 archiving
inc archiving, eliscovery and online up avery proactive Intprmation Ri
FPFA i anticipated i the second hall of 2011). e Lol e S e A R T
S Lt L0 27 206 200 L 11
June 2, 2008 Movember 8, 2007 Warch 17, 2008
eTal Comp. Mferidia, Int Inberanyen, |
December 20, |ty 20, 2007
el ZANEAE, Ine.
Werity, Inc.

Seaiive  Punia serresis F g st P 50 bevemibee 115 Press releass | Missime Cye oo 10 My 2097, Tagel s 2000 wemups 1170 Asnesl Bapa & Somss
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