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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended August 31, 200t
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission file number: 000-51788

Oracle Corporation

(Exact name of registrant as specified in its chaet)

Delaware 54-218519:3
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification no.)

500 Oracle Parkway
Redwood City, California 94065

(Address of principal executive offices, includingip code)

(650) 506-7000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15(d) of

the Securities Exchange Act of 1934 during the guleéwy 12 months (or for such shorter period thatrdgistrant

was required to file such reports), and (2) hastsedbdject to such filing requirements for the @stays. YESX]
NO O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, accelerated filer,
or a smaller reporting company. See the definitimittarge accelerated filer”, “accelerated filedhd “smaller
reporting company” in Rule 12b-2 of the Exchangé. Ac

Large Accelerated fileiX] Accelerated filerd

Non-accelerated fileid Smaller reporting compan
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exge
Act). YES O NO

The number of shares of registrant’s common stat&tanding as of September 15, 2008 was: 5,154@68,
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
ORACLE CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
As of August 31, 2008 and May 31, 2008

(Unaudited)
August 31, May 31,
(in millions, except per share data 2008 2008
ASSETS
Current asset:
Cash and cash equivalel $ 855: % 8,262
Marketable securitie 4,46¢ 2,781
Trade receivables, net of allowances of $306 afx8$3 of August 31, 2008 and May 31, 2! 3,26( 5,127
Deferred tax asse 90t 858
Prepaid expenses and other current a: 665 1,08(
Total current asse 17,85 18,10
Non-current asset:
Property, ne 1,88¢ 1,68¢
Intangible assets: software support agreementsedaied relationships, n 3,731 3,791
Intangible assets: other, r 4,42; 4,59¢
Goodwill 18,26( 17,99
Other asset 1,108 1,091
Total nor-current asset 29,40z 29,16¢
Total asset $ 47,257 $  47,26¢

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Notes payable, current and other current borrow $ 1,001 $ 1,001
Accounts payabl 402 3832
Accrued compensation and related ben: 1,13¢ 1,77C
Deferred revenue 5,017 4,49
Other current liabilitie: 1,68¢ 2,38

Total current liabilities 9,241 10,02¢

Non-current liabilities:

Notes payable and other r-current borrowing: 10,23¢ 10,23t
Income taxes payab 1,63¢ 1,56¢€
Deferred tax liabilities 1,21¢ 1,21¢
Other nor-current liabilities 1,102 1,19¢

Total nor-current liabilities 14,19( 14,21+«

Commitments and contingenci

Stockholder’ equity:
Preferred stock, $0.01 par va—authorized: 1.0 shares; outstanding: n — —
Common stock, $0.01 par value and additional paichpital—authorized: 11,000 shares; outstanding:

5,154 shares as of August 31, 2008 and 5,150 sharesMay 31, 200 12,82¢ 12,44¢
Retained earninc 10,59: 9,961
Accumulated other comprehensive inca 39E 61€

Total stockholder” equity 23,81¢ 23,02¢

Total liabilities and stockholde’ equity $ 47,250 $  47,26¢

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months Ended August 31, 2008 and 2007

(Unaudited)
Three Months Ended
August 31,
(in millions, except per share data 2008 2007
Revenues
New software license $ 1,237 $ 1,08i
Software license updates and product sug 2,93t 2,38:
Software revenue 4,17z 3,47(
Services 1,15¢ 1,05¢
Total revenue 5,331 4,52¢
Operating expense
Sales and marketir 1,11z 974
Software license updates and product sug 282 22¢
Cost of service 1,02¢ 931
Research and developm 70€ 652
General and administrati 20¢€ 19t
Amortization of intangible asse 413 28t
Acquisition related and oth: 49 47
Restructuring 14 —
Total operating expens 3,81( 3,312
Operating incom: 1,521 1,21
Interest expens (159 (99
Non-operating income, nt 82 77
Income before provision for income ta 1,44¢ 1,20(
Provision for income taxe 367 36C
Net income $ 1,077 $ 84C
Earnings per shar
Basic $ 021 $ 0.1¢€
Diluted $ 021 $ 0.1€
Weighted average common shares outstani
Basic 5,152 5,11(
Diluted 5,23¢ 5,21

See notes to condensed consolidated financiahstats.
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months Ended August 31, 2008 and 2007

(Unaudited)
Three Months Ended
August 31,
(in millions) 2008 2007
Cash Flows From Operating Activitie
Net income $ 1,077 $ 84C
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 64 67
Amortization of intangible asse 413 28t
Deferred income taxe (53 24
Minority interests in incom 16 12
Stocl-based compensatic 91 101
Tax benefits on the exercise of stock opti 101 12¢
Excess tax benefits on the exercise of stock op (65) (82
In-process research and developn 4 7
Other gains, ne Q) —
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables, 1,81: 1,381
Decrease in prepaid expenses and other ¢ 397 161
Decrease in accounts payable and other liabi (90€) (679
Decrease in income taxes payz (361) (301
Increase in deferred revent 651 75€
Net cash provided by operating activit 3,24( 2,701
Cash Flows From Investing Activitie
Purchases of marketable securities and other imezgs (3,189 (89¢6)
Proceeds from maturities and sales of marketalolerises and other investmer 1,42( 561
Acquisitions, net of cash acquir (395 (546
Capital expenditure (323 (87)
Net cash used for investing activiti (2,486 (96€)
Cash Flows From Financing Activitie
Payments for repurchases of common s (500 (530
Proceeds from issuances of common s 28( 317
Repayments of borrowing 4) (1,367)
Excess tax benefits on the exercise of stock op 65 82
Distributions to minority interes: (30 (29)
Net cash used for financing activiti (189 (1,520
Effect of exchange rate changes on cash and casla&nts (274) 24
Net increase in cash and cash equival 2901 237
Cash and cash equivalents at beginning of pe 8,267 6,21¢
Cash and cash equivalents at end of pe $ 8,55¢ $ 6,45¢
Non-cash investing and financing transactic
Fair value of stock awards assumed in connectitim adquisitions $ — $ 14
Unsettled repurchases of common st $ 24 $ 17

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
August 31, 2008
(Unaudited)

1. BASIS OF PRESENTATION AND RECENT ACCOUNTING PRONOUN CEMENTS
Basis of Presentation

We have prepared the condensed consolidated falastatements included herein, without audit, pamsto the
rules and regulations of the U.S. Securities anthBrge Commission (SEC). Certain information aradrfote
disclosures normally included in financial statetsgrrepared in accordance with U.S. generally dedep
accounting principles have been condensed or atpttiesuant to such rules and regulations. Howavehelieve
that the disclosures are adequate to ensure therafion presented is not misleading. These unedidibondensed
consolidated financial statements should be readmjunction with the audited financial statemeansd the notes
thereto included in our Annual Report on Form 1@Kthe fiscal year ended May 31, 2008.

We believe that all necessary adjustments, whidisisted only of normal recurring items, have bewtfuided in the
accompanying financial statements to present féidyresults of the interim periods. The resultspdrations for
the interim periods presented are not necessadigative of the operating results to be expeabedihy subsequent
interim period or for our fiscal year ending May, 2D09. There have been no significant changeswnactcounting
pronouncements or in our significant accountinggies that were disclosed in our Annual Report om#10-Kfor
the fiscal year ended May 31, 2008 other thanripact of our adoption of Financial Accounting Stamt$ Board
(FASB) Statement No. 15Fair Value Measurements, for which we have established a policy and pretid
disclosures in Note 3.

Acquisition Related and Other Expenses

Acquisition related and other expenses consist-giocess research and development expenses, pelseiated
costs for transitional employees, stock-based cosgtéon expenses, integration related professeeraices,
certain business combination adjustments afteptinehase price allocation period has ended, andinarther
operating expenses, net. Stock-based compensatiuéd in acquisition related and other expenssslted from
unvested options assumed from acquisitions whostngewas accelerated upon termination of the eygas
pursuant to the original terms of those options.

Three Months Ended

August 31,

(in millions) 2008 2007
In-process research and developn $ 4 3 7
Transitional employee related co 27 6
Stocl-based compensatic 5 32
Professional fees and other, 4 2
Business combination adjustme 9 —

Total acquisition related and other exper $ 449 3 47

Non-Operating Income, net

Non-operating income, net consists primarily of ingti@come, net foreign currency exchange gainspiinerity
owners’ shares in the net profits of our majorityred subsidiaries (Oracle Financial Services Sofviémited,
formerly i-flex solutions limited, and Oracle Japaand other income including net realized gaitateel to our
investments.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008

(Unaudited)
Three Months Ended
August 31,

(in millions) 2008 2007
Interest incom $ 88 $ 74
Foreign currency gains, n 9 6
Minority interests (16) (12
Other income, ne 1 9
Total nor-operating income, n $ 82 $ 77

Comprehensive Income

Comprehensive income consists of the following,aiéhcome tax effects: net income, foreign cursetranslation
gains and losses, gains and losses related taatigafinancial instruments that are reflectedtotkholders’ equity
instead of net income, and unrealized gains arse®en marketable debt and equity securities. dllenfing table

sets forth the calculation of comprehensive income:

Three Months Ended

August 31,
(in millions) 2008 2007
Net income $ 1077 $ 84C
Change in foreign currency translation gain (loes} (243) 24
Unrealized gain (loss) on derivative financial ragtents, ne 19 (20
Unrealized gain on marketable securities, 1 —
Comprehensive incon $ 854 $ 844

Recent Accounting Pronouncements

Determination of the Useful Life of Intangible Assets. In April 2008, the FASB issued FASB Staff Positi-SP)
FAS 142-3, Determination of the Useful Life of Intangible Assets . FSP FAS 142-amends the factors that shoulc
considered in developing renewal or extension apions used to determine the useful life of a redoed
intangible asset under FASB Statement No. Gtiddwill and Other Intangible Assets. FSP FAS 142-3 is effective
for fiscal years beginning after December 15, 2808 early adoption is prohibited. We are curreatigluating the
impact of the pending adoption of FSP FAS 142-3®wnconsolidated financial statements.

Derivative I nstruments and Hedging Activities Disclosures: In March 2008, the FASB issued Statement No. 161,
Disclosures about Derivative Instruments and Hedging Activities , an amendment of FASB Satement No. 133 .
Statement 161 requires disclosure of how and whgmaity uses derivative instruments, how derivathsgruments
and related hedged items are accounted for undegrSent 133 and its related interpretations and demivative
instruments and related hedged items affect atyanfinancial position, financial performance, acakh flows.
Statement 161 is effective for fiscal years andrimi periods beginning after November 15, 2008hwdrly

adoption permitted. We are currently evaluatingithpact of the pending adoption of Statement 16bumn
consolidated financial statements.

Business Combinations: In December 2007, the FASB issued Statement B (fevised 2007 Business
Combinations . The standard changes the accounting for busamabinations including the measurement of
acquirer shares issued in consideration for a lessisombination, the recognition of contingent meration, the
accounting for pre-acquisition gain and loss cag#irties, the recognition of capitalized in-proaesgarch and
development, the accounting for acquisition relatsdructuring liabilities, the treatment of acdfios related

5
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008
(Unaudited)

transaction costs and the recognition of chang#isgracquirer’s income tax valuation allowancete$tent 141(R)
is effective for fiscal years beginning after Det®m15, 2008, with early adoption prohibited. We aurrently
evaluating the impact of the pending adoption aet&nhent 141(R) on our consolidated financial stetam We
currently believe that the adoption of Statemerit(R3 will result in the recognition of certain tygpef expenses in
our results of operations that are currently cdipégd pursuant to existing accounting standardgyrayst other
potential impacts.

Accounting and Reporting of Noncontrolling Interests:  In December 2007, the FASB issued Statement Bl@. 1
Noncontrolling Interests in Consolidated Financial Satements, an amendment of ARB No. 51 . The standard
changes the accounting for noncontrolling (mingritgerests in consolidated financial statementtuiting the
requirements to classify noncontrolling interest@aaomponent of consolidated stockholders’ eqaity, the
elimination of “minority interest” accounting ingelts of operations with earnings attributable ¢acontrolling
interests reported as a part of consolidated egsnitudditionally, Statement 160 revises the acdagrfor both
increases and decreases in a parent’s controlNimgiship interest. Statement 160 is effective el years
beginning after December 15, 2008, with early aidopprohibited. We are currently evaluating the @uoipof the
pending adoption of Statement 160 on our cons@alfihancial statements.

Fair Value Measurements: In September 2006, the FASB issued Statemeni Bl Fair Value Measurements.

Statement 157 defines fair value, establishearadwork for measuring fair value and expandsvalne
measurement disclosures. In February 2008, the HASERd FASB Staff Position No. FAS 157Application of
FASB Satement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements That Address Fair Value
Measurements for Purposes of Lease Classification or Measurement under Satement 13 and FASB Staff Position
No. FAS 15%-2, Effective Date of FASB Statement No. 157 . Collectively, the Staff Positions defer the effee date
of Statement 157 to fiscal years beginning aftevéxaber 15, 2008 for nonfinancial assets and nonéiaé
liabilities except for items that are recognizedisiclosed at fair value on a recurring basis agtlannually, and
amend the scope of Statement 157. As describedt® 8] we have adopted Statement 157 except feetivems
specifically deferred under FSP No. FAS 157-2. \Wecarrently evaluating the impact of the full adop of
Statement 157 on our consolidated financial statésne

2. ACQUISITIONS
Fiscal 2008 Acquisitions
BEA Systems, Inc.

We acquired BEA Systems, Inc. on April 29, 200&tyans of a merger of one of our wholly owned suasebs
with and into BEA such that BEA became a wholly edrsubsidiary of Oracle. We acquired BEA to, amothger
things, expand our offering of middleware produt¥& have included the financial results of BEA ur o
consolidated financial results effective April 2908.

The total purchase price for BEA was $8.6 billiohigh consisted of $8.3 billion in cash paid to dogjthe
outstanding common stock of BEA, $225 million foetfair value of BEA options assumed and restristedk
awards exchanged and $9 million for acquisitioates] transaction costs. In allocating the purclpaise based on
estimated fair values, we preliminarily recordegrapimately $4.4 billion of goodwill, $3.3 billioof identifiable
intangible assets, $860 million of net tangibleegssnd $17 million of in-process research andldpweent. The
preliminary allocation of the purchase price wasdaaupon a preliminary valuation and our estimatebs
assumptions are subject to change. The primarg afethose purchase price allocations that areetdfinalized
relate to certain restructuring liabilities, legatters, income and non-income based taxes artletgjoodwill.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008
(Unaudited)

Other Acquisitions

During the first quarter of fiscal 2009 and durfiregal 2008, we acquired several other companidspanchased
certain technology and development assets. Ouiisiiqas during the first quarter of fiscal 2009 r@anot
significant individually or in the aggregate. Oigcfal 2008 acquisitions, other than BEA, were mgniicant
individually or in the aggregate. We have includeel effects of these transactions in our resultspefations
prospectively from the respective dates of the itipns. The preliminary purchase price allocasiéor each of
these acquisitions were based upon a prelimindoatian and our estimates and assumptions foricesfahese
acquisitions are subject to change. The primargsaoé those purchase price allocations that argetdinalized
relate to identifiable intangible assets, certagal matters, income and non-income based taxeseaittial
goodwill.

Unaudited Pro Forma Financial Information

The impact of our acquisitions on our unauditedfprma financial information for the first quartef fiscal 2009
was nominal and, therefore, we have presentedistarital results for comparative purposes. Theuditad pro
forma financial information for the first quartefrfeiscal 2008 presented in the table below sumnearthe combined
results of operations of Oracle, BEA and Agile ®@ite Corporation (which we acquired on July 16,720th a pro
forma basis, as though the companies had been nethbs of the beginning of fiscal 2008 (the immdaiur other
fiscal 2008 acquisitions on our unaudited pro fofinancial information was nominal and therefore imcluded).
The pro forma financial information is presentedifdormational purposes only and is not indicatdfehe results
of operations that would have been achieved ifttiiisitions and any borrowings undertaken to fieahese
acquisitions had taken place at the beginningsaiii 2008. The pro forma financial information greted includes
amortization charges from acquired intangible asstbck-based compensation charges for unvestekl atvards
assumed, adjustments to interest expense andldted¢ax effects.

The unaudited pro forma financial information foe three months ended August 31, 2007 combindsistarical
results of Oracle for the three months ended Auglis2007 and, due to differences in our repontiegods, the
historical results of BEA for the three months eshdaly 31, 2007 and the historical results of Afilethe period
June 1, 2007 to July 15, 2007 along with the bissim®mbination accounting effects listed above.

Three Months Ended

August 31,
(in millions, except per share data) 2008 2007
Total revenue $ 5331 $ 4,90¢
Net income $ 1,077 $ 741
Basic earnings per she $ 021 % 0.1t
Diluted earnings per sha $ 021 % 0.14

3. FAIR VALUE MEASUREMENTS

On June 1, 2008, we adopted FASB Statement No.FEbi7 Value Measurements . The adoption of Statement 157
did not have a material impact on our consolidéiteghcial statements. Statement 157 defines fdirevas the price
that would be received from selling an asset ad pairansfer a liability in an orderly transactiostween market
participants at the measurement date. When detengntine fair value measurements for assets antlitiie®
required to be recorded at fair value, we condideprincipal or most advantageous market in whiehwould
transact and consider assumptions that marketjpamits would use when pricing the asset or lighifuch as
inherent risk, transfer restrictions, and risk ohperformance.

Statement 157 establishes a fair value hierarchiyrdguires an entity to maximize the use of oksgevinputs and
minimize the use of unobservable inputs when méagdiair value. A financial instrument’s categotioa within
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008
(Unaudited)

the fair value hierarchy is based upon the lonegtllof input that is significant to the fair valmeasurement.
Statement 157 establishes three levels of inpatstiay be used to measure fair value:

« Level 1: quoted prices in active markets for ideaitassets or liabilities

» Level 2: inputs other than Level 1 that are obakle, either directly or indirectly, such as quapeides in
active markets for similar assets or liabilitiespted prices for identical or similar assets dbiliies in
markets that are not active, or other inputs thaibhservable or can be corroborated by observaaiket
data for substantially the full term of the asswtBabilities; or

« Level 3: unobservable inputs that are supportelitthy or no market activity and that are signdfitt to the
fair value of the assets or liabilitie
Financial Assets and Liabilities Measured at Fair \&lue on a Recurring Basis

Financial assets and liabilities measured at falner on a recurring basis, excluding accrued istear@mponents,
consisted of the following types of instrument®©agugust 31, 2008 (Level 1 and 2 inputs are defiabove):

Fair Value Measurements Using Input Type

(in millions) Level 1 Level 2 Total
Assets:
Money market fund $ 64 $ — % 64€
U.S. Treasury, U.S. government and U.S. governragency debt securiti¢ 1,72¢ — 1,72¢
Commercial paper debt securit — 3,192 3,192
Corporate debt securities and ot — 1,547 1,547
Total financial assef $ 237: % 4740  $ 7,112
Liabilities:
Derivative financial instrument liabilitie $ — 3 41 $ 41
Total financial liabilities $ — 3 41  $ 41

Our valuation techniques used to measure the &hireg of our money market funds and U.S. Treasury,

U.S. government and U.S. government agency debtites were derived from quoted market prices as
substantially all of these instruments have matwtes (if any) within one year from our date ofghase and
active markets for these instruments exist. Ounatébn techniques used to measure the fair valtiab other
instruments listed in the table above, substagtallof which mature within one year and the ceuparties to
which have high credit ratings, were derived frdva tollowing: non-binding market consensus prites are
corroborated by observable market data; quoted eharices for similar instruments; or pricing majeduch as
discounted cash flow techniques, with all significeaputs derived from or corroborated by obsereabbrket data.
Our discounted cash flow techniques use observaht&et inputs, such as LIBOR-based yield curved,amrency
spot and forward rates.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008
(Unaudited)

4. GOODWILL AND INTANGIBLE ASSETS

The changes in intangible assets for fiscal 20@Ptha net book value of intangible assets at Auglis2008
May 31, 2008 were as follows:

and

Intangible Assets, Gros: Accumulated Amortization  _Intangible Assets, Ne1  Weighted
May 31, August 31 May 31, August 31 May 31, August 31 Average
(Dollars in millions) 2008  Additions 2008 2008 Expense 2008 2008 2008 Useful Life
Software support agreements and related relatipa $ 4,84¢ $ 68 $ 4917 $(1,05)% (139% (1,180% 3,797 $ 3,731 9 year.
Developed technolog 3,607 77 3,684 (1,209 173) (1,37¢) 2,40« 2,30¢ 5 year
Core technolog: 1,427 13 1,44C (432) (62) (494) 99t 94€ 6 year:
Customer relationshif 1,182 11 1,19¢ (a70) (35) (205)  1,01: 98¢ 9 year:
Trademark: 262 2 264 (76) (9) (85) 18€ 17¢ 7 year:
Total $1132¢ $ 1718 1149¢$(29398% (419$ (3,340% 839%¢ $ 815¢

Total amortization expense related to our intargddsets was $413 million and $285 million forttiree months

ended August 31, 2008 and 2007, respectively. Bstichfuture amortization expense related to oangible asset
was $1.3 billion for the remainder of fiscal 2089,6 billion in fiscal 2010, $1.3 billion in fisc2011, $1.1 billion i
fiscal 2012, $1.0 billion in fiscal 2013, $827 rulh in fiscal 2014 and $1.0 billion thereafter.
The changes in the carrying amount of goodwill,ckhis generally not deductible for tax purposesppgrating
segment for the three months ended August 31, 2@08 as follows:
Software
License
New Updates anc
Software Product
(in millions) Licenses Support Services Other @) Total
Balances as of May 31, 20 $ 4058 $ 8028 $ 155 $ 4,358 $ 17,99!
Allocation of goodwill(®) 1,25¢ 2,907 19C (4,355 —
Other acquisition goodwi 127 10t 37 — 26¢
Goodwill adjustment®) 2 4 2 — —
Balances as of August 31, 20 $ 544t $ 1103 $ 177¢ % — $ 18,26(

(1) Represents preliminary goodwill allocation ass@awith certain acquisitions that was allocatedupoperating segments

upon the completion of certain valuatio

(2) Pursuant to our business combinations accountitfigypave record goodwill adjustments for the effectgoodwill of
changes to net assets acquired during the purghizgeallocation period (generally, up to one yeam date of acqu

5. RESTRUCTURING ACTIVITIES
Fiscal 2008 Oracle Restructuring Plan

During the second quarter of fiscal 2008, our manaant approved, committed to and initiated planestru
and improve efficiencies in our Oracle-based opanatas a result of certain management and orgzomiza

isition’

cture

changes and our recent acquisitions (the 2008 Amamjng the fourth quarter of fiscal 2008, the 208an was
amended to include the expected effects resultmy bur acquisition of BEA. The total estimatedtimesturing
costs (primarily related to employee severance)@ated with the 2008 Plan are $122 million and &l recorded

to the restructuring expense line item within oomsolidated statements of operations as they aognized.
first quarter of fiscal 2009 we recorded $14 milliof restructuring expenses and in fiscal 2008 everded
$41 million of restructuring expenses in connectioth the 2008 Plan. We expect to incur the majasitthe

In the
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2008
(Unaudited)

remaining $67 million over the remainder of fis2@D9. Any changes to the estimates of executin@®08 Plan
will be reflected in our future results of operaso

Acquisition Related Restructuring Plans

During the fourth quarter of fiscal 2008, fourthagier of fiscal 2007 and third quarter of fiscaD8Dour
management approved, committed to and initiatedspia restructure certain operations of pre-meBjek (BEA
Restructuring Plan), Hyperion Solutions Corporafidgperion Restructuring Plan) and Siebel Systdnts,(Siebel
Restructuring Plan), respectively. Our managenmétidied these plans as a result of our acquisitmfrthese
companies in order to improve the cost efficien@iesur operations. The total estimated restrungudosts
associated with exiting activities of BEA were $288lion, consisting of estimated severance, excasifities
obligations through fiscal 2014 as well as othstrrecturing costs. The total restructuring costoamted with
exiting activities of Hyperion were $109 milliommsisting of severance, excess facilities obligetithrough fiscal
2017, as well as other restructuring costs. Tha testructuring costs associated with exitingwvitigis of Siebel
were $585 million, consisting of severance, exdastities obligations through fiscal 2022, andethestructuring
costs.

These costs were originally recognized as liab#itissumed in each of the respective business uatitnis and
included in the allocation of the cost to acquirese companies and, accordingly, have resulted incaease to
goodwill. Our restructuring expenses may changeuasnanagement executes the approved plans. Flgareases
to the estimates of executing the restructuring$laill be recorded as an adjustment to goodwilkfimitely.
Increases to the estimates of the BEA Restructuiag will be recorded as an adjustment to goodiiting the
purchase accounting allocation period and as arstdgnt to operating expenses thereafter. Increashe
estimates of the Hyperion and Siebel Restructupiiags will be recorded to operating expenses.
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Summary of All Plans
Total Total
Accrued _ Three Months Ended August 31, 200, Accrued  Costs  Expectec
May 31, Initial  Adj. to Cash Aug. 31, Accrued Program
(in millions) 20082 Costs® Cost® Payment: Others® 2008@  to Date Costs
Fiscal 2008 Oracle Restructuring Plar
New software license $ 10% 6% — % %“Hs$ — $ 123% 28% 51
Software license updates and product sug 5 1 — @) — 5 7 7
Services 6 5 — 4 — 7 15 31
Other® 2 2 — (2) — 3 1C 33
Total Fiscal 2008 Oracle Restructuri $ 23 143%$ —$ (10s — $ 27 $ 55 $ 122
BEA Restructuring Plan
Severanct $ 112 8 2% — $ (29%$ — $ 8 $ 151 $ 151
Facilities 63 8 — ® — 68 71 71
Contracts and othe 14 (1) — (1) — 12 14 14
Total BEA Restructuring $ 18 $ 5% — $ (288 — $ 166 $ 23 $ 23¢€
Hyperion Restructuring Plan
Severanct $ 3% — 3% — % B % @ s$ 27%$ 471 $ 47
Facilities 34 — 9) 2) 2 21 41 41
Contracts and othe 14 — — (1) — 13 21 21
Total Hyperion Restructurin $ 81 $ — 3% 9% 8 $ 3 $ 61 $ 10 $ 10¢
Siebel Restructuring Plan
Severanct $ 1%$ — % — 8 — $ — $ 1$ 6C $ 60
Facilities 17¢ — 10 (10) @ 175 484 484
Contracts and othe 12 — — — — 12 41 41
Total Siebel Restructurin $ 192 $ — $ 10$ (10 s (4 $ 18 $ 58t $ 58t
Total Other Restructuring Pla $ 833 —3$ — 3% (13% (7) $_ 63
Total All Restructuring Plans $ 568 $ 19 1 $ (69 $ (149 $ 50E

(1) Includes severance costs associated with reseacctievelopment, and general and administrativetioing, and certain other facility related
costs.

(2) Accrued restructuring at August 31, 2008 and May2BD8 was $505 million and $568 million, respeeiyv The balances include
$285 million and $308 million recorded in othermnt liabilities and $220 million and $260 millisacorded in other noaourrent liabilities i
the accompanying condensed consolidated balanetssiieAugust 31, 2008 and May 31, 2008, respdygti

®) Initial costs recorded for the respective restrintuplans.

(4) Adjustment increases to the Siebel Restructuriag Rlere included in our condensed consolidatedrsett of operations (acquisition rela
and other expenses) for the first quarter of fi€f19. Adjustment decreases to the Hyperion Restring Plan were recorded to goodw

®) Primarily represents foreign currency translatidjuatments
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6. DEFERRED REVENUES
Deferred revenues consisted of the following:
August 31, May 31,

(in millions) 2008 2008
Software license updates and product suf. $ 448 $ 3,93¢
Services 31¢E 33:
New software license 21€ 22(

Deferred revenues, curre 5,01 4,49;

Deferred revenues, n-current 22¢ 262

Total deferred revenut $ 5,24¢ $ 4,75¢

Deferred software license updates and product stuppgenues represent customer payments made anee\for
annual support contracts. Software license updatdgproduct support contracts are typically bilbbeda per annum
basis in advance and revenues are recognizedyatad the support periods. Deferred service regsrinclude
prepayments for consulting, On Demand and educagovices. Revenue for these services is recogaizéie
services are performed. Deferred new software dieeavenues typically result from undelivered paisior
specified enhancements, customer specific accepfaowisions or software license transactions ¢hahot be
segmented from consulting services or certain eéddmpayment term arrangements.

In connection with the purchase price allocatiariated to our acquisitions, we have estimateddhevélues of the
support obligations assumed. The estimated fairegabf the support obligations assumed were detednising a
cost build-up approach. The cost build-up appratetermines fair value by estimating the costs irgatb fulfilling
the obligations plus a normal profit margin. Thensof the costs and operating profit approximateshéeory, the
amount that we would be required to pay a thirdypiar assume the support obligations. These fdireva
adjustments reduce the revenues recognized oveufpiport contract term of our acquired contracts as a result,
we did not recognize software license updates aodugt support revenues related to support costiestumed
from our acquisitions in the amount of $91 milliand $64 million which would have been otherwiseorded by
our acquired businesses as independent entitiethddhree months ended August 31, 2008 and 2@8pectively.

7. COMMITMENTS AND CONTINGENCIES

In June 2003, in response to our tender offer, lB&agft, Inc. implemented what it referred to as‘hestomer
assurance program” (CAP). The CAP incorporatedaigion in PeopleSoft’s standard licensing arrangmnthat
purports to contractually burden Oracle, as a teguwdur acquisition of PeopleSoft, with a contingebligation to
make payments to PeopleSoft customers should W fake certain business actions for a fixedquerPeopleSo
ceased using the CAP on December 29, 2004, theodatdich we acquired a controlling interest in ple8oft. The
contingent payment obligation, which typically engsi four years from the date of the contractxediat an amount
generally between two and five times the licengkfast year support fees paid to PeopleSoft inapglicable
license transaction. PeopleSoft customers retghigito the licensed products whether or not the
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CAP payments are triggered. The maximum potenéabjty under the CAP, by version, as of August2808 was

as follows:
Maximum Potential
Dates Offered to Customers®) Penalty
CAP Version Start Date End Date (in millions)
September 12,
Version 1 June 1, 200: 2003 $ 3
September 12, September 30,
Version 2 2003 2003 —
September 30,
Version 3 2003 November 7, 200 —
Version 4 November 18, 20( June 30, 200 9
Version 5 June 16, 200 December 28, 20( 46¢
Version 6 October 12, 200 December 28, 20( 1,051
$ 1,53

(1) Some contracts originally submitted to customeisrio these end dates were executed following siates. The substant
majority of the CAP provisions will expire no latieran four years after the contract di

We have concluded that, as of the date of the aitoun, the penalty provisions under the CAP repnésd a
contingent liability of Oracle. The aggregate pterCAP obligation as of August 31, 2008 was $dilbon. Some
of the CAP provisions have expired or have beeroxed from these licensing arrangements. We expect t
significant majority of the remaining CAP provisito expire by the end of calendar 2008. We haveenorded a
liability related to the CAP, as we do not belié@vis probable that our post-acquisition activitietated to the
PeopleSoft and JD Edwards product lines will triggge obligation to make any payment pursuant tatA®. While
no assurance can be given as to the ultimate ogtadrany litigation, we believe we would also hawbstantial
defenses with respect to the legality and enforitigabf the CAP contract provisions in responsetty claims
seeking payment from us under the CAP terms.

8. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program f@c® to repurchase shares of our common stocdiace the
dilutive effect of our stock option and stock puash plans. In April 2007, our Board of Directorpa&xded our
repurchase program by $4.0 billion and as of Au@dst2008, approximately $1.7 billion was availafdeshare
repurchases pursuant to our stock repurchase pnodv@ repurchased approximately 22.7 million sh&oes
$500 million during the three months ended August208 (including approximately 1.1 million shafes

$24 million that were repurchased but not settid) 25.3 million shares for $500 million during theee months
ended August 31, 2007 (including 0.8 million shefmes$17 million that were repurchased but notlsdjtunder the
applicable repurchase programs authorized.

Our stock repurchase authorization does not hawexpination date and the pace of our repurchaseitsiatill
depend on factors such as our working capital nemdscash requirements for acquisitions, our depayment
obligations, our stock price, and economic and eiacknditions. Our stock repurchases may be efidcben time
to time through open market purchases or purseaamtRule 10b5-1 plan. Our stock repurchase prognambe
accelerated, suspended, delayed or discontinusalyeaime.
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Stock-Based Compensation Expense and Valuation ofvards

Stock-based compensation is included in the folhgwoperating expense line items in our condensedatiolated
statements of operations:

Three Months Ended

August 31,

(in millions) 2008 2007
Sales and marketir $ 19 % 13
Software license updates and product sug 3 4
Cost of service 3 4
Research and developmt 37 28
General and administratiy 24 20
Acquisition related and oth 5 32

Total stocl-based compensati $ 91 $ 101

Quarterly, we assess whether there have been gmificint changes in facts and circumstances tloaldvaffect
our estimated forfeiture rate. The net effect ofditure adjustments based upon actual resultsandesrease of
$3 million and an increase of $9 million to ourcktébased compensation expense for the three menttedd
August 31, 2008 and 2007, respectively.

We estimate the fair value of our share-based patsnesing the Black-Scholes-Merton optipreing model, whic
was developed for use in estimating the fair valigaded options that have no vesting restrictamd are fully
transferable. Option valuation models, including Biack-Scholes-Merton optigoricing model, require the input
assumptions, including stock price volatility. Chas in the input assumptions can materially atteetfair value
estimates. The fair value of employee and direstiock options granted and options assumed fromisitiqas,
were estimated at the date of grant or date ofiaitigun for acquired options assumed. The weiglatesrage input
assumptions used and resulting fair values wefellasvs for the three months ended August 31, 2&0& 2007:

Three Months Ended

August 31,
2008 2007
Expected life (in years 5.4 5.3
Risk-free interest rat 3.4% 5.1%
Volatility 36% 27%
Dividend yield — —
Weighte-average fair value of gran $ 78 $ 7.1C

The expected life input is based on historical eiserpatterns and post-vesting termination behatherrisk-free
interest rate input is based on United States Trgasstruments and the volatility input is caldeld based on the
implied volatility of our longest-term, traded agtis. We do not currently pay cash dividends oncoammon stock
and do not anticipate doing so for the foreseeblee. Accordingly, our expected dividend yielgin is zero.

9. INCOME TAXES

The effective tax rate for the periods presentdtidgesult of the mix of income earned in varitasjurisdictions
that apply a broad range of income tax rates. @uvigion for income taxes differs from the tax cartgd at the
U.S. federal statutory income tax rate due prirgddlstate taxes and earnings taxed at lower catesidered as
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indefinitely reinvested in foreign operations. @ffiective tax rate was 25.4% and 30.0% for theethmenths ended
August 31, 2008 and 2007, respectively.

Domestically, U.S. federal and state taxing autlesriare currently examining income tax return®odcle and
various acquired entities for years through fig@06. Our U.S. federal and, with some exceptionsstate income
tax returns have been examined for all years poidiscal 2000, and we are no longer subject tatdadthose
periods.

Internationally, tax authorities for numerous norslurisdictionsare also examining returns affecting unrecogr
tax benefits. With some exceptions, we are genenalllonger subject to tax examinations in
non-U.S. jurisdictions for years prior to fiscaloBd

We believe that we have adequately provided forraagonably foreseeable outcomes related to owrudits and
that any settlement will not have a material adeeféect on our consolidated financial positiomresults of
operations. However, there can be no assurandesfas possible outcomes.

We previously negotiated three unilateral Advandeify Agreements with the U.S. Internal Revenue/Be (IRS)
that cover many of our intercompany transfer pgdassues and preclude the IRS from making a trapsfeing
adjustment within the scope of these agreemenesé hgreements are effective for fiscal years girdday 31,
2006. We have submitted to the IRS a request faewal of this Advance Pricing Agreement for thergeanding
May 31, 2007 through May 31, 2011. However, thege@ments do not cover all elements of our transiemg
and do not bind tax authorities outside the Un8¢ates. We have finalized one bilateral Advanceiryi
Agreement, which was effective for the years enditay 31, 2002 through May 31, 2006 and we have sitdtna
renewal for the years ending May 31, 2007 througty 1911, 2011. We currently are negotiating an aolai
bilateral agreement to cover the period from Jur2001 through January 25, 2008. There can be amgtee that
such negotiations will result in an agreement.

10. SEGMENT INFORMATION

FASB Statement No. 13Disclosures about Segments of an Enterprise and Related Information , establishes
standards for reporting information about operasagments. Operating segments are defined as camigosf an
enterprise about which separate financial inforarais available that is evaluated regularly bydhief operating
decision maker, or decision making group, in dexjdiow to allocate resources and in assessingrpeafae. Our
chief operating decision maker is our Chief Exaaufficer. We are organized geographically andiry of
business. While our Chief Executive Officer evaisatesults in a number of different ways, the éhbusiness
management structure is the primary basis for witiehallocation of resources and financial resalésassessed. \
have two businesses, software and services, whicfugther divided into five operating segmentsr Goftware
business is comprised of two operating segmensigl software licenses and (2) software licensiatgs and
product support. Our services business is compo$éduree operating segments: (1) consulting, (2)B@mand and
(3) education.

The new software license line of business is endjagéhe licensing of database and middleware sofivas well as
applications software. Database and middlewarevsoftincludes database management software, ajpficerve
software, business intelligence software, iderdtfn and access management software, analytitgasef content
management software, development tools and dagration software. Applications software provideteeprise
information that enables companies to manage busiiness cycles and provide intelligence in fumalareas such
as customer relationship management, enterprigerpeance management, financials, human resources,
maintenance management, manufacturing, marketidgyr éulfillment, product lifecycle management, puoement,
projects, sales, services, enterprise resourcaipigrand supply chain planning. The software lieemgdates and
product support line of business provides customitsrights to unspecified software product upg=dnd
maintenance releases, internet access to tectwoiotdnt, as well as internet and
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telephone access to technical support personnigdtive support period. In addition, the softwacerise updates
and product support line of business offers custsr@gacle Unbreakable Linux Support, which provideterprise
level support for the Linux operating system, alst affers support for Oracle VM server virtualioat software.

The consulting line of business provides servicesustomers in business strategy and analysisyéssiprocess
optimization, and the implementation, deploymerd apgrade of our database, middleware and appitsti
software. On Demand includes Oracle On Demand, @®MDemand and Advanced Customer Services. Oracle On
Demand provides multi-featured software and hardwaanagement and maintenance services for custdnars
deploy our database, middleware and applicatiofisz/are either at our data center facilities, aestpartner data
centers or at customer facilities. CRM On Demaral service offering that provides our customers wiir CRM
software functionality delivered via a hosted solntthat we manage. Advanced Customer Servicesstsrns
solution support centers, business critical agsigtatechnical account management, expert sengoafiguration
and performance analysis, personalized supporaandal on-site technical services. The educatendi business
provides instructor-led, media-based and interased training in the use of our database, middieaad
applications software.

We do not track our assets by operating segmentsségjuently, it is not practical to show assetefmrating
segments.
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The following table presents a summary of our besses and operating segments:

Three Months Ended

August 31,
(in millions) 2008 2007
New software license:
Revenue(l) $ 1,23¢ $ 1,08
Sales and distribution expen: 96€ 83¢
Margin @ $ 266 % 24¢
Software license updates and product sup
Revenue(®) $ 3,02¢ $ 2,44¢
Cost of service 264 21z
Margin @ $ 2,762 $ 2,23«
Total software busines
Revenue(®) $ 4,26(C $ 3,53(
Expense! 1,232 1,05(
Margin () $ 3028 $ 248
Consulting:
Revenue(l) $ 85¢ $ 79¢
Cost of service 75€ 674
Margin () $ 102 % 122
On Demand
Revenue!®) $ 19t $ 15€
Cost of service 14E 14C
Margin @ $ 50 $ 18
Education:
Revenue(l) $ 10¢ $ 10¢
Cost of service 79 75
Margin @ $ 30 % 34
Total services busines
Revenue(®) $ 1,162 $ 1,062
Cost of service 98C 88¢
Margin () $ 182 % 174
Totals:
Revenue!®) $ 5,42C $ 4,597
Expense! 2,21 1,93¢
Margin () $ 321 $ 2,654

(1) Operating segment revenues differ from the extee@drting classifications due to certain softwarense products that are
classified as service revenues for managementtiegqurposes. Additionally, software license updaind product support
revenues for management reporting included $9Iamiind $64 million of revenues that we did nobgruze in the
accompanying condensed consolidated statementseadtions for the three months ended August 318 20@ 2007,
respectively. See Note 6 for an explanation ofarejustments and the following table for a red@atn of operating
segment revenues to total revent

(2) The margins reported reflect only the direct cdtdtbe costs of each line of business and do resent the actual margins
for each operating segment because they do natiocam allocation of product development, informatiechnology,
marketing and partner programs, and corporate andrgl and administrative expenses incurred in@ab the lines of
business. Additionally, the margins do not reftbet amortization of intangible assets, restructudosts, acquisition related
and other expenses or st-based compensatic
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The following table reconciles operating segmenéneies to total revenues as well as operating ssigmergin to
income before provision for income taxes:

Three Months Ended

August 31,

(in millions) 2008 2007
Total revenues for reportable segme $ 542: $ 4,59
Software license updates and product support reag@® (97) (64)

Total revenue $ 5331 $ 4,52¢
Total margin for reportable segme $ 321C $ 2,65¢
Software license updates and product support res® (97) (64)
Product development and information technology azpe (767) (711)
Marketing and partner program expen (94) (93
Corporate and general and administrative expe (16€) (164)
Amortization of intangible asse (413 (285)
Acquisition related and otht (49 47)
Restructuring (14) —
Stocl-based compensatic (86) (69)
Interest expens (159 (99
Non-operating income, n¢ 73 73

Income before provision for income tay $ 144« $ 1,200

(1) Software license updates and product support resfur management reporting include $91 million $64 million of
revenues that we did not recognize in the acconipgrgondensed consolidated statements of operdtorise three montt
ended August 31, 2008 and 2007, respectively. S¢e Bifor an explanation of these adjustments hisddble for a
reconciliation of operating segment revenues @l tetvenues

11. EARNINGS PER SHARE

Basic earnings per share is computed by dividirtgnumme for the period by the weighted average emof
common shares outstanding during the period. Qdlernings per share is computed by dividing nedrime for the
period by the weighted average number of commoreshautstanding during the period, plus the dikiti¥fect
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of outstanding stock awards and shares issuabler tined employee stock purchase plan using theungasock
method. The following table sets forth the compatabf basic and diluted earnings per share:

Three Months Ended

August 31,

(in millions, except per share data) 2008 2007

Net income $ 1077 % 84C
Weighted average common shares outstan 5,152 5,11(
Dilutive effect of employee stock pla 83 107
Dilutive weighted average common shares outstar 5,23¢ 5,217
Basic earnings per she $ 021 $ 0.1¢
Diluted earnings per sha $ 021 $ 0.1¢
Shares subject to a-dilutive stock options excluded from calculati®) 142 91

(1) These weighted shares relate to diltitive stock options as calculated using theswen stock method (described above)
could be dilutive in the future

12. LEGAL PROCEEDINGS
Securities Class Action

Stockholder class actions were filed in the Uniialtes District Court for the Northern District@&lifornia against
us and our Chief Executive Officer on and after éfa®, 2001. Between March 2002 and March 2003¢ et
dismissed plaintiffs’ consolidated complaint, fishended complaint and a revised second amendealaomThe
last dismissal was with prejudice. On Septemb@004, the United States Court of Appeals for thetiNCircuit
reversed the dismissal order and remanded thefaageather proceedings. The revised second amendetblaint
named our Chief Executive Officer, our then Chiefdncial Officer (who currently is Chairman of dBoard of
Directors) and a former Executive Vice Presiderdefendants. This complaint was brought on belgiuochasers
of our stock during the period from December 14®@through March 1, 2001. Plaintiffs alleged ttne tlefendants
made false and misleading statements about oualaantd expected financial performance and the pedace of
certain of our applications products, while certaidividual defendants were selling Oracle stockiglation of
federal securities laws. Plaintiffs further allegkdt certain individual defendants sold Oraclelstohile in
possession of material non-public information. Riffs also allege that the defendants engageddnunting
violations. On July 26, 2007, defendants filed d@iomofor summary judgment, and plaintiffs filed ation for
partial summary judgment against all defendantsaambtion for summary judgment against our Chieddsive
Officer. On August 7, 2007, plaintiffs filed amemldeersions of these motions. On October 5, 20Gin{iffs filed a
motion seeking a default judgment against defersdanvarious other sanctions because of defendalteged
destruction of evidence. A hearing on all theseiomstwas held on December 20, 2007. On April 7,820 case
was reassigned to a new judge, who scheduledws stahference for July 18, 2008. On June 27, 20@8court
ordered supplemental briefing on plaintiffs’ saans motion. On September 2, 2008, the court isaneatder
denying plaintiffs’ motion for summary judgment aus all defendants. The order also denied in gadtgranted in
part plaintiffs’ motion for sanctions. The courtniled plaintiffs’ request that judgment be entemreglaintiffs’ favor
due to the alleged destruction of evidence, anaddlet found that no sanctions were appropriateséweral
categories of evidence. The court found that sanstin the form of adverse inferences were appatgfor two
categories of evidence: e-mails from our Chief Exiwe Officer’'s account, and materials that hadrbereated in
connection with a book regarding our Chief Exeait®fficer. The court then denied defendants’ motan
summary judgment and plaintiffs’ motion for summargggment against our Chief Executive Officer anécted
the parties to revise and re-file these motiondearly
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specify the precise contours of the adverse inferethat should be drawn, and to take these infessimto account
with regard to the propriety of summary judgmerite Tourt also directed the parties to addressindegal issues
in the briefing. A briefing scheduled for theseised summary judgment motions has not yet beer\segurt-
ordered mediation has been scheduled for Octohe2QB. A trial date has been set for March 30 92®0aintiffs
seek unspecified damages plus interest, attorrfiegs’and costs, and equitable and injunctive ralif believe that
we have meritorious defenses against this actiwthyee will continue to vigorously defend it.

Mangosoft Intellectual Property Litigation

Mangosoft, Inc. and Mangosoft Corporation filedadgmt infringement action against us in the Uniéates Distric
Court for the District of New Hampshire on NovemB&r 2002. Plaintiffs alleged that we are willfuihyfringing
U.S. Patent Nos. 6,148,377 (the ‘377 patent) a8il&229 (the ‘229 patent), which they claim to oRhaintiffs
seek damages based on our license sales of thé\Reladation Clusters database option, the 9i abgl databases,
and the Application Server, and seek injunctiveefeWe denied infringement and asserted affirneatefenses and
counterclaimed against plaintiffs for declaratargigment that the ‘377 and ‘229 patents are inval@nforceable
and not infringed by us. On May 19, 2004, the cbett a claims construction (Markman) hearing, and
September 21, 2004, it issued a Markman order.uda 21, 2005, plaintiffs withdrew their allegatiavfs
infringement of the ‘229 patent. Discovery closedJaly 1, 2005. Summary judgment motions were fied
August 25, 2005, and the court held a hearing esghmotions on October 17, 2005. On March 14, 20®6ourt
ruled that Oracle’s Real Application Clusters dasboption did not infringe the ‘377 patent.

Oracle’s counterclaims against Mangosoft, allegivag the ‘377 patent is invalid and unenforcealviere the only
claims that the Court left open for trial. On Afil, 2006 Mangosoft filed a motion asking that Masajt be
allowed to appeal the noninfringement ruling imnageliy to the Federal Circuit Court of Appeals amat trial on
Oracle’s counterclaims be stayed until that appaalbeen resolved. Oracle filed a brief opposiagjrtiotion on
May 8, 2006. On March 28, 2007, the Court issuedrder largely granting the relief sought by MarafasThe
Court dismissed Oracle'counterclaims of invalidity and inequitable coadwithout prejudice and ordered the el
of judgment of noninfringement consistent withMarch 14, 2006 order on summary judgment. On M2&h
2007, the Court entered Judgment in Oractator on the issue of noninfringement and, orstirae day, Mangosi
filed its notice of appeal to the Federal Circtidttimg that it was appealing (1) the Court’'s Mateh 2006 order on
summary judgment, (2) the Court’s order of March2®7, (3) the Court’s claim construction order of
September 21, 2004, and (4) the entry of judgmeritlarch 29, 2007. Oracle filed its statement otsas
connection with the entry of judgment. On May 2002, the parties were notified that the matter sedscted for
inclusion in the Federal Circuit's mandatory App&dl Mediation Program. A mediation was held on 2he007,
but the matter was not resolved. Mangosoft filscjtening appeal brief in the Federal Circuit oryést 6, 2007.
Oracle filed its responsive brief on November 18)2, and Mangosoft filed its reply brief on Janu@r2008. The
Federal Circuit heard oral argument in the appadWlarch 3, 2008. On May 14, 2008, the Federal @iisaued an
opinion and order affirming the District Court'sagt of Oracles motion for summary judgment of noninfringeme
Plaintiffs’ time to seek reconsideration of the aelgte court’s decision has expired, and plairitiffae to seek
further appeal to the United States Supreme Castalso expired. Thus, plaintiffs can no longespartheir claim
in this action.
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EpicRealm Intellectual Property Litigation

On June 30, 2006, we filed a declaratory judgmetiba against EpicRealm Licensing, LP (“EpicRealrnmi’the
United States District Court, District of Delawasegking a judicial declaration of noninfringemant invalidity of
U.S. Patent Nos. 5,894,554 (the ‘554 Patent) a#hti6335B1 (the ‘335 Patent). We filed the lawsaildwing the
resolution of an indemnification claim by one of @austomers related to EpicRealm’s assertion ofi6é Patent
and ‘335 Patent against the customer in a patéimdgement case in the United States District Cémrthe Eastern
District of Texas.

On April 13, 2007, EpicRealm filed an Answer andu@trclaim in which it: (1) denies our noninfringent and
invalidity allegations; (2) alleges that we havdfuily infringed, and are willfully infringing, te ‘554 Patent and
‘335 Patent; and (3) requests a permanent injumctin award of unspecified money damages, inteagetneys’
fees, and costs. On May 7, 2007, we filed an Angwé&picRealm’s infringement counterclaim, denying
EpicRealm’s infringement allegations and asserdffigmative defenses.

The parties have completed discovery and filedfilogeon claim construction and summary judgmentions. A
Markman hearing and oral argument on summary jusgmetions are both set for October 3, 2008. A tour
ordered mediation has been scheduled for Octol0@B. Trial is scheduled to begin on January 0R92We
believe that we have meritorious defenses agaipisRealm’s counterclaims, and we will continue tgorously
defend against those counterclaims.

SAP Intellectual Property Litigation

On March 22, 2007, Oracle Corporation, Oracle UB&, and Oracle International Corporation (colleely,
Oracle) filed a complaint in the United States Bi$tCourt for the Northern District of Californegainst SAP AG,
its wholly owned subsidiary, SAP America, Inc., arsdwholly owned subsidiary, TomorrowNow, Inc.,
(collectively, the SAP Defendants) alleging viodeus of the Federal Computer Fraud and Abuse Actlaand
California Computer Data Access and Fraud ActJ cionspiracy, trespass, conversion, violation ef @alifornia
Unfair Business Practices Act, and intentional aegligent interference with prospective economicaatiage.
Oracle alleged that SAP unlawfully accessed Oradlristomer Connection support website and imprppeok
and used Oracle’s intellectual property, includsodtware code and knowledge management solutidres. T
complaint seeks unspecified damages and prelimiaagdypermanent injunctive relief. On June 1, 2@acle filed
its First Amended Complaint, adding claims for inflement of the federal Copyright Act and breachasftract,
and dropping the conversion and separately pledpiacy claims. On July 2, 2007 the SAP Defenddiiesl their
Answer and Affirmative Defenses, acknowledging fhamorrowNow had made some “inappropriate downlbads
and otherwise denying the claims alleged in thetiAmended Complaint. The parties are engagedsitodery and
continue to negotiate a Preservation Order. At oaaeagement conferences held on February 12, 2008 a
April 24, 2008, Oracle advised the Court that Qgantended to file a Second Amended Complaint, dasenew
facts learned during the course of discovery.

On July 28, 2008, Oracle filed a Second Amended @aimt, which added additional allegations basedaots
learned during discovery. Among the new allegatiom#ained in the Second Amended Complaint, Oraltdéges
that TomorrowNow’s business model relied on illegapies of Oracle’s underlying software applicasiamd that
TomorrowNow used these copies as generic softwareanments that TomorrowNow then used to createsfianc
updates, to service customers and to train empdoyidee Second Amended Complaint also allegesltleaet
practices may have extended to other Oracle predintiuding Siebel products.

On September 11, 2008, the parties filed a stifmragtating that Oracle wishes to make further adn@ents to the
Second Amended Complaint, relating to the Orad@ff entities. Pursuant to the stipulation, Qeawill provide ¢
copy of its proposed Third Amended Complaint toS#é® Defendants on or before September 29, 2008 pahtie:
are engaged in discovery. The case is scheduldddbin February 2010.
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(Unaudited)

Other Litigation

We are party to various legal proceedings and daéither asserted or unasserted, which arisesioriinary cours
of business, including proceedings and claimsrédate to acquisitions we have completed or to cmgs we have
acquired or are attempting to acquire. While thie@me of these matters cannot be predicted wittaicgy, we do
not believe that the outcome of any of these claimany of the above mentioned legal matters valleha
materially adverse effect on our consolidated faiaposition, results of operations or cash flows.
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Item 2. Management’s Discussion and Analysis ofirancial Condition and Results of Operations

We begin Management's Discussion and Analysis oafg¢ial Condition and Results of Operations with an
overview of our key operating business segmentssadficant trends. This overview is followed bgammary of
our critical accounting policies and estimates thatbelieve are important to understanding theraptions and
judgments incorporated in our reported financialits. We then provide a more detailed analyssuofresults o
operations and financial condition.

In addition to historical information, this QuatteReport on Form 10-Q contains forward-lookingtstaents that
involve risks and uncertainties that could causeastual results to differ materially. When usedhiis report, the
words “expects,” “anticipates,” “intends,” “planselieves,” “seeks,” “estimates” and similar exgsns are
generally intended to identify forward-looking statents. You should not place undue reliance oretfwward-
looking statements, which reflect our opinions cayof the date of this Quarterly Report. We uraderino
obligation to publicly release any revisions to thewvard-looking statements after the date of ttisument. You
should carefully review the risk factors descriiredther documents we file from time to time witiet

U.S. Securities and Exchange Commission, includinmgAnnual Report on Form 10-K for our fiscal yeaded
May 31, 2008 and our other Quarterly Reports omFbd0-Q to be filed by us in our fiscal year 200%jat runs
from June 1, 2008 to May 31, 2009.

Business Overview

We are the world’s largest enterprise software camgpWe develop, manufacture, market, distribute sarvice
database and middleware software as well as afiplsasoftware designed to help our customers maaad grow
their business operations. We believe our orgardwth and continued innovation with respect to saftware
products and services offerings provide the founddor our long-term strategic plan. These offgarare also
enhanced by our acquisitions. We invest billiong@fars in research and development each yeartaree our
existing portfolio of products and services andéwelop new products, features and services.

We are organized into two businesses, softwaresandces, which are further divided into five opigmg segments.
Each of these operating segments has unique chastics and faces different opportunities and lengles.
Although we report our actual results in U.S. Ddlave conduct a significant number of transactior@urrencies
other than U.S. Dollars. Therefore, we presenttaomsurrency information to provide a framework &ssessing
how our underlying business performed excludingatfiect of foreign currency rate fluctuations. Aveoview of
our five operating segments follows.

Software Business

Our software business, which represented 80% ofatal revenues on a trailing 4-quarbasis, is comprised of tv
operating segments: (1) new software license reagand (2) software license updates and produgiostp
revenues. We expect that our software businessuegewill continue to increase due to continuedatahfor our
products and due to our acquisitions, which shallfwv us to improve margins and profits and corgito make
investments in research and development.

New Software Licenses: We license our database and middleware as welliaapplications software to busines
of many sizes, government agencies, educationgtiitiesns and resellers. The growth in new softwlarense
revenues is affected by the strength of general@oac and business conditions, governmental budgeta
constraints, the competitive position of our sofevaroducts and our acquisitions. Our new softiiaemse
business is also characterized by long sales cyEhestiming of a few large software license tramisams can
substantially affect our quarterly new softwaretise revenues. Since our new software license uegen a
particular quarter can be difficult to predict aseault of the timing of a few large software lisertransactions, we
believe that analysis of new software license raesron a trailing 4-quarteeriod provides additional visibility in
the underlying performance of our new softwarengmbusiness. New software license revenues repré3% of
our total revenues on a trailing 4-quarter basis. @@w software license margins have historicapded upward
over the course of the four quarters within a patér fiscal year due to the historical upward ¢refiour revenues
over the corresponding quarterly periods and becauscosts are predominantly fixed in the sharhte
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However, our new software license margins have beenwill continue to be affected by the amortizatof
intangible assets associated with companies we &ayaired.

Competition in the software business is intense.@@al is to maintain a first or second positioreath of our
software product categories and certain industgynemts as well as to grow our software revenudsrfésan our
competitors. We believe that the features and fonatity of our software products are as stronthay have ever
been. We have focused on lowering the total costaafership of our software products by improvingegration,
decreasing installation times, lowering administratosts and improving the ease of use. In additar broad
portfolio of product offerings (many of which halieen acquired in recent years) helps us to offetocters the
ability to gain efficiencies by consolidating théir “software stack'with a single vendor, which reduces the nun
of disparate software vendors with which custonmgieract. Reducing the total cost of ownershipaf products
provides our customers with a higher return onrttieinvestments, which we believe creates moreatedhfor our
products and services and provides us with a cdtiyeeadvantage. We have also continued to focusnmmmoving
the overall quality of our software products and/ige levels. We believe this will lead to higheristomer
satisfaction and loyalty and help us achieve oa gbbecoming our customers’ leading technologyisut.

Software License Updates and Product Support:  Customers that purchase software license updateproduct
support are granted rights to unspecified prodpgrades and maintenance releases issued durisgppert perioc
as well as technical support assistance. In additi@ offer Oracle Unbreakable Linux Support, whicbvides
enterprise level support for the Linux operatingteyn and support for Oracle VM server virtualizatsmftware.
Substantially all of our customers renew theirwafe license updates and product support contaactsally. The
growth of software license updates and productsdppvenues is primarily influenced by three fastdl) the
renewal rate of our support contract base, (2atheunt of new support contracts sold in conneatiith the sale of
new software licenses, and (3) the support conbrasé assumed from companies we have acquired.

Software license updates and product support regemnhich represented approximately 47% of out teteenues
on a trailing 4-quarter basis, is our highest nralgisiness unit. Support margins over the tradirguarters were
80%, and account for 73% of our total margins dkiersame respective period. Our software licensatepand
product support margins have been affected by#dire adjustments relating to support obligaticssuaned in
business acquisitions (described further below)@andmortization of intangible assets. However rdkie longer
term, we believe that software license updatespanduct support revenues and margins will growttierfollowing
reasons:

« substantially all of our customers, including cuséss from acquired companies, renew their support
contracts when eligible for renew.

* substantially all of our customers purchase licanstates and product support contracts when thgybw
software licenses, resulting in a further increassur support contract base. Even if new softwiaense
revenue growth was flat, software license updatesproduct support revenues would continue to grow
assuming renewal and cancellation rates remairativedy constant since substantially all new saiitev
license transactions add to our support contrasa;

 our acquisitions have increased our support conlrase, as well as the portfolio of products awdéldo be
licensed

We record adjustments to reduce support obligag@ssimed in business acquisitions to their estohfaie values ¢
the acquisition dates. As a result, as requirebdusiness combination accounting rules, we did @ecbgnize
software license updates and product support regerelated to support contracts that would have bdeerwise
recorded by the acquired businesses as indepeeditis in the amount of $91 million and $64 roitliin the three
months ended August 31, 2008 and 2007, respectiVelyhe extent underlying support contracts anewed with
us following an acquisition, we will recognize ttevenues for the full value of the support consamter the suppc
periods, the majority of which are one year.
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Services Business

Our services business consists of consulting, Onddel and education. Our services business, whiplesented
20% of our total revenues on a trailing 4-quargsis has significantly lower margins than our safswbusiness.

Consulting: Consulting revenues have increased primarilytdw increase in application implementations
resulting from higher sales of certain of our n@ftware applications over the past year and owrrreacquisitions.
We expect consulting revenues to continue to gre@woasulting revenues tend to lag software revehyegveral
guarters since consulting services, if purchasedtygpically performed after the purchase of neftvgare licenses
and our new software license growth rates havergépéncreased over the last several quarter®mgarison to
the corresponding prior year periods.

On Demand: On Demand includes Oracle On Demand, CRM On Deaswell as Advanced Customer Serv
offerings. We believe that our On Demand offeripgsvide our customers flexibility in how they maeadeir IT
environments and an additional opportunity to lotheir total cost of ownership and can therefomyjate us with ¢
competitive advantage. We have made and plan tiincento make investments in our On Demand busittess
support current and future revenue growth, whialdnically has negatively impacted On Demand margimd may
continue to do so in the future.

Education: The purpose of our education services is to &urthe adoption and usage of our software products
our customers and to create opportunities to gnemsoftware revenues. Education revenues haveibgeactted by
personnel reductions in our customers’ informatexhnology departments, tighter controls over disonary
spending and greater use of outsourcing solutidoaiever, our education revenues and expenses lemezaily
increased in recent periods in comparison to theesponding periods of the prior year as a reduddditional
education offerings related to our acquired prosluct

Acquisitions

An active acquisition program is another importalement of our corporate strategy. In recent yeeeshave
invested billions of dollars to acquire a numbecofmplementary companies, products, services amhodogies
such as BEA Systems, Inc. in fiscal 2008, HypeBoiutions Corporation in fiscal 2007, Siebel Systemc. in
fiscal 2006 and PeopleSoft, Inc. in fiscal 2005. Mé&eve our acquisition program supports our lterga strategic
direction, strengthens our competitive positiorpands our customer base, provides greater scalectderate
innovation, grows our revenues and earnings, atr@ases stockholder value. We expect to continaedaire
companies, products, services and technologiesNSe=2 of Notes to Condensed Consolidated Financia
Statements for additional information related to @cent acquisitions.

We believe we can fund additional acquisitions waitin internally available cash, cash equivalentsraarketable
securities, cash generated from operations, amawaitable under our existing debt capacity, addal borrowing:
or from the issuance of additional securities. \&tngate the financial impact of any potential asgign with
regard to earnings, operating margin, cash flowretutn on invested capital targets before decitbngove
forward with an acquisition.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogmrinciples
(GAAP). These accounting principles require us kencertain estimates, judgments and assumptioasalieve
that the estimates, judgments and assumptionswpimh we rely are reasonable based upon informati@ilable
to us at the time that these estimates, judgment@asumptions are made. These estimates, judgarghts
assumptions can affect the reported amounts ofsaged liabilities as of the date of the finansi@itements as well
as the reported amounts of revenues and expensag the periods presented. To the extent therenaterial
differences between these estimates, judgmentssongtions and actual results, our financial statgswill be
affected. The accounting policies that reflect mare significant estimates, judgments and assumpand which
we believe are the most critical to aid in fullydenstanding and evaluating our reported finaneisilts include the
following:

* Revenue Recognitic
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* Business Combinatior

Goodwill and Intangible Asse—Impairment Assessmer

« Accounting for Income Taxe

Legal and Other Contingenci

Stock-Based Compensatic
* Allowances for Doubtful Account

In many cases, the accounting treatment of a jpatitransaction is specifically dictated by GAARJadoes not
require management’s judgment in its applicatidmer€ are also areas in which managensgntigment in selectir
among available alternatives would not produce terialy different result. Our senior managemerd teviewed
these critical accounting policies and relatedldmares with the Finance and Audit Committee ofBloard of
Directors.

During the first quarter of fiscal 2009, there wartesignificant changes in our critical accountoudicies and
estimates. Please refer to Management's DiscussidrAnalysis of Financial Condition and Result©gkrations
contained in Part Il, Iltem 7 of our Annual Repantfeorm 10-K for our fiscal year ended May 31, 26@8a more
complete discussion of our critical accounting @ek and estimates.

Results of Operations

The comparability of our operating results in thistfquarter of fiscal 2009 compared to the fingader of fiscal
2008 is impacted by our acquisitions, primarily &oguisition of BEA in our fourth quarter of fisc2008.

In our discussion of changes in our results of apens from the first quarter of fiscal 2009 congzhto the first
quarter of fiscal 2008, we quantify the contribuatiaf our acquired products (for acquisitions thatevcompleted
since the beginning of the first quarter of fise@0D8) to the growth in new software license reverarg to the
growth in software license updates and product suppvenues. We also present supplemental diseesalated i
certain charges. Although certain revenue and es@eantributions from our acquisitions are quaabie, we are
unable to identify the following:

« the contribution of the significant majority of oservices revenues from acquired companies dunadrist
quarter of fiscal 2009 and fiscal 2008 as the §icgnit majority of these services had been fullggnated
into our existing operations; al

« the contribution of the significant majority of tle&penses associated with acquired products aviteer
during the first quarter of fiscal 2009 and fis2@D8 as the significant majority of these expesasbeen
fully integrated into our existing operatiol

We caution readers that, while pre- and post-adtnscomparisons as well as the quantified amothdmselves
may provide indications of general trends, therimfation has inherent limitations for the followingasons:

« the quantifications cannot address the substasffiadts attributable to our sales force integragéforts, in
particular the effect of having a single sales dooéfer similar products. We believe that if oulesaforces
had not been integrated, the relative mix of préslsold would have been differe

* our acquisitions in the periods presented did estit in our entry into a new line of business mduoict
categor—therefore, we provided multiple products with sabsally similar features and functionality; a

« although substantially all of our customers, inahgdcustomers from acquired companies, renew their
software license updates and product support attstvehen the contracts are eligible for renewalkyambs
shown as support deferred revenue in our supplethdistlosure related to certain charges (see Hedosv
not necessarily indicative of revenue improvemergswill achieve upon contract renewal to the extent
customers do not rene'
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Separately, our quarterly revenues have histoyiteden affected by a variety of seasonal factoduding the
structure of our sales force incentive compensgilans, which are common in the software indusiiy lave
caused a decrease in our first quarter revenuesmapared to revenues in the immediately precedingti quarter,
which historically has been our highest revenuatgeuaOur cost structure is relatively fixed in tigort term. As a
result, our operating margins are affected by segdactors in a similar manner as our revenuepdiicular, our
new software licenses business).

Constant Currency Presentation

We compare the percent change in the results frogrperiod to another period in this quarterly répsing
constant currency disclosure. We present constangrecy information to provide a framework for esseg how
our underlying businesses performed excluding tfeeeof foreign currency rate fluctuations. To geat this
information, current and comparative prior perieduits for entities reporting in currencies ottt U.S. Dollars
are converted into U.S. Dollars at the exchangeiraeffect on May 31, 2008, which was the last dgur prior
fiscal year, rather than the actual exchange rateffect during the respective periods. For examilan entity
reporting in Euros had revenues of 1.0 million EBuirom products sold on August 31, 2008 and Augtis2007,
our financial statements would reflect revenue$lofi7 million in the first quarter of fiscal 2009sfng 1.47 as the
month-end average exchange rate for the periodpar®6 million in the first quarter of fiscal 20Q8sing 1.36 as
the month-end average exchange rate for the pefib@) constant currency presentation would traedhs first
quarter of fiscal 2009 results and the first quanfdiscal 2008 results, both using the May 310@xchange rate
and indicate, in this example, no change in revemuging the period. In each of the tables beloepresent the
percent change based on actual results as reortedased on constant currency.

Total Revenues and Operating Expenses

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 Actual Constant 2007
Total Revenues by Geography:
Americas $ 2,68 13% 12% $ 2,37
EMEA @) 1,83( 20% 12% 1,53(
Asia Pacific(@ 814 30% 25% 624
Total revenue 5,331 18% 14% 4,52¢
Total Operating Expenses 3,81( 15% 12% 3,312
Total Operating Margin $ 1,521 25% 8% $ 1,215
Total Operating Margin % 29% 27%
% Revenues by Geography:
Americas 51% 52%
EMEA 34% 34%
Asia Pacific 15% 14%
Total Revenues by Business:
Software $ 4,17 20% 16% $ 3,47(C
Services 1,15¢ 9% 6% 1,05¢
Total revenue $ 5,331 18% 14% $ 4,52¢
% Revenues by Business:
Software 78% T7%
Services 22% 23%

(1) comprised of Europe, the Middle East and Afi
() The Asia Pacific region included Jay.
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Total revenues increased in the first quartersddi 2009 primarily due to increased demand fordasiabase and
middleware products and services offerings anceimental revenues from our recent acquisitions.grbesith in
our total revenues was positively affected by fgneturrency rate fluctuations of 4 percentage gdimthe first
quarter of fiscal 2009 due to the weakening ofuh®. Dollar relative to other major internationat@ncies in
comparison to the first quarter of fiscal 2008. lEding the effect of currency rate fluctuationswreoftware licens
revenues contributed 18% to the growth in totabreies, software license updates and product supgvamnues
contributed 71% and services revenues contributéd. Excluding the effect of currency rate fluctoas, the
Americas contributed 45% to the increase in taaénues, EMEA contributed 30% and Asia Pacific igbated
25%.

Total operating expenses were adversely affectéfdreygn currency rate fluctuations of 3 percentpgmts.
Excluding the effect of currency rate fluctuatioti® increase in operating expenses in the firattquof fiscal 200
is primarily due to higher salary and employee lienassociated with increased headcount levelmgrily
resulting from our acquisition of BEA in the fourgiuarter of fiscal 2008), as well as higher cominiss and
bonuses associated with increased revenues, esiginigheadcount levels. In addition, operating eseg also
increased in the first quarter of fiscal 2009 dméigher expenses from the amortization of intalegiissets resultir
from acquisitions (primarily BEA) that we completsitice the beginning of fiscal 2008. These expanzeases
were partially offset by a reduction in total stdzksed compensation expenses in comparison tirshedarter of
fiscal 2008 due to a greater amount of expense fotelerated vesting of certain acquired stock dsvar the prior
year period

Total operating margin as a percentage of totamaes increased during the first quarter of fi2€4l9. The growth
in our operating margin in the first quarter ots2009 was the result of our revenue growth,thedelatively
fixed nature of our cost structure in the shonttelin addition, our operating margin growth wasdiably affected
by foreign currency rate fluctuations of 7 percegetaoints.

International operations will continue to providsignificant portion of our total revenues and exges. As a result,
total revenues and expenses will continue to kectdtl by changes in the U.S. Dollar against magernational
currencies.

Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatice believe the following information is helpfal &n overall
understanding of our past financial performancemodpects for the future. You should review theoeuction
under “Results of Operations” (above) for a disaussf the inherent limitations in comparing predgpost-
acquisition information.
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Our operating results include the following bussiesmbination accounting adjustments and experesaed to
acquisitions as well as certain other significaqense items:
Three Months Ended

August 31,

(in millions) 2008 2007

Support deferred revenu® $ 91 $ 64
Amortization of intangible asse® 412 28t
Acquisition related and oth(3)®) 49 47
Restructuring® 14 —
Stocl-based compensatid®) 86 69
Income tax effect(®) (18€) (140

$ 467 % 32¢

(1) In connection with purchase price allocations ealab our acquisitions, we have estimated thevidires of the support
obligations assumed. Due to our application of tess combination accounting rules, we did not reizegsoftware license
updates and product support revenues related mosugontracts that would have otherwise been dexbby the acquired
businesses as independent entities, in the amotii&l million and $64 million in the first quartef fiscal 2009 and fiscal
2008, respectively. Approximately $221 million aftienated software license updates and product suppe@nues related to
support contracts assumed will not be recognizdisdal 2009 that would have otherwise been recghby the acquired
businesses as independent entities due to thecapph of these business combination accountirgsrilo the extent
customers renew these support contracts, we eigestognize revenues for the full contract valuerdhe support renewal
period.

(2) Represents the amortization of intangible assefsigad in connection with our acquisitions, prichaBEA, Siebel anc
Peoplesoft. As of August 31, 2008, estimated futum@rtization expenses related to intangible assetas follows (in

millions):
Remainder of Fiscal 20C $1,271
Fiscal 201( 1,57¢
Fiscal 2011 1,28¢
Fiscal 201z 1,14:
Fiscal 201z 1,01z
Fiscal 201¢ 827
Thereaftel 1,03:
Total $ 8,15:

(3) Acquisition related and other expenses primarilysist of in-process research and development egpeatock-based
compensation expenses, integration related profesisservices, personnel related costs for tramstiemployees, certain
business combination adjustments after the purghdse allocation period has ended, and certaiaratperating expenses,
net.

(4) Restructuring expenses during the first quartdisafil 2009 relate to Oracle employee severanceiimection with :
restructuring plan initiated in the second quaderd amended in the fourth quarter, of fiscal 2(

(5) Stock-based compensation is included in the follgwdperating expense line items of our condensedatimated statements
of operations (in millions)

Three Months Ended

August 31,
2008 2007
Sales and marketir $ 19 $ 13
Software license updates and product sug 3 4
Cost of service 3 4
Research and developme 37 28
General and administratiy 24 20
Subtotal 86 69
Acquisition related and oth: 5 32
Total $ 91 $ 101

Stocl-based compensation included in acquisition relatetiother expenses resulted from unvested optgssveed fron
acquisitions whose vesting was accelerated upaniration of the employees pursuant to the ternthade options

(6) The income tax effects presented were calculatéftlas above described charges were not includemlit results o
operations for the first quarters of fiscal 2008 2008.
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Software
Software includes new software licenses and soéwWeense updates and product support.

New Software Licenses: New software license revenues represent feeg@dirom granting customers licenses to
use our database and middleware as well as ouicapph software products. We continue to placai§icant
emphasis, both domestically and internationallydimact sales through our own sales force. We asinue to
market our products through indirect channels. Safel marketing expenses are largely personnétdetend
include commissions earned by our sales forcehtistle of our software products, and also includeketing
program costs and amortization of intangible assets

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 Actual Constant 2007
New Software License Revenues:
Americas $ 53¢ 7% 6% $ 49¢
EMEA 42C 11% 5% 37¢
Asia Pacific 281 34% 28% 21C
Total revenue 1,23 14% 10% 1,087
Expenses:
Sales and marketir(®) 1,09: 14% 9% 961
Stocl-based compensatic 19 46% 46% 13
Amortization of intangible asse® 193 50% 50% 12¢
Total expense 1,30¢ 18% 14% 1,10
Total Margin $ (68) -335% -400% $ (16)
Total Margin % -5% -1%
% Revenues by Geography:
Americas 43% 46%
EMEA 34% 35%
Asia Pacific 23% 19%
Revenues by Product:
Database and middlewe $ 88¢ 28% 23% $ 694
Applications 331 -12% -14% 37€
Total revenues by produ 1,21¢ 14% 10% 1,07C
Other revenue 18 6% 4% 17
Total new software license revent $1,23% 14% 10% $1,08i
% Revenues by Product:
Database and middlewse 73% 65%
Applications 27% 35%

() Excluding stoc-based compensatit
(3 Included as a component*Amortization of Intangible Asse’ in our condensed consolidated statements of opes

New software license revenues growth was positiaéfigcted by foreign currency rate fluctuationglqfercentag
points in the first quarter of fiscal 2009. Excluglithe effect of currency rate fluctuations, tatel software license
revenues increased by 10% in the first quarteiseif 2009 as a result of a 23% increase in datadiag
middleware revenues, partially offset by a 14% dase in application product revenues. Excludingeffect of
currency rate fluctuations, the Americas contridl2&%, EMEA contributed 19% and Asia Pacific cdnited 54%
to the increase in new software license revenues.
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Excluding the effect of currency rate fluctuatiai$ percentage points, database and middlewaenues grew
23% in the first quarter of fiscal 2009 and 17%rabe trailing 4-quarters as a result of increadeshand for our
database and middleware products as well as incr@airevenues from acquired companies. BEA products
contributed $84 million, and other recently acqdipeoducts contributed $2 million to the total detse and
middleware revenues growth in the first quartefisifal 2009.

Excluding the effect of currency rate fluctuatiai® percentage points, application new softwarense revenues
generally decreased on a constant currency basissaall geographic regions. The decline in outliegions
revenues growth rate for the first quarter of fi209 was affected by the high growth rate in applications
revenues for the first quarter of fiscal 2008 agawhich our current quarter’s applications revenaiee compared.
On a constant currency basis, applications reveimgesased 20% over the trailing 4-quarters dusntdinued
strengthening of our competitive position in th@lagations software segment of the software ingua$ a result of
our broad suite of product offerings to a diversstemer base, improved product features and fumatity and
incremental revenues from acquired companies.

New software license revenues earned from tramsectiver $0.5 million grew by 21% in the first quearof fiscal
2009 and increased to 44% of new software liceagenues in the first quarter of fiscal 2009 fron¥®id the first
quarter of fiscal 2008.

Total sales and marketing expenses were adversplydted by 4 percentage points of unfavorable nayre
variations during the first quarter of fiscal 20@8xcluding the effect of currency rate fluctuatipsales and
marketing expenses increased in the first quaftBsaal 2009 primarily due to higher salaries dravel expenses
resulting from increased headcount, higher commissexpenses associated with both increased revamde
headcount levels, and an increase in stock-basageusation expenses resulting primarily from higagrvalue
recorded with respect to grants issued in fisc@B2&nd our assumption of BEA stock awards.

Total new software license margin and margin asragntage of revenues decreased as our new softeerse
expenses for amortization of intangible assetsultieg primarily from our acquisition of BEA) andoek-based
compensation expenses (as described above) exceedezl/enues growth rate.

Software License Updates and Product Support: Software license updates grant customers rightsi$pecified
software product upgrades and maintenance relésses] during the support period. Product suppaitdes
internet access to technical content as well @sriet and telephone access to technical supp@ompeel in our
global support centers. Expenses associated withaftware license updates and product supporolifrisiness
include the cost of providing the support servitagyely personnel related expenses, and the aratiain of our
intangible assets associated with software sumgpmtracts and customer relationships obtained fsam
acquisitions.
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Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 Actual  Constant 2007
Software License Updates and Product Support Revenues:
Americas $ 1,55¢ 19% 18% $1,30¢
EMEA 1,01¢ 28% 18% 794
Asia Pacific 361 29% 22% 281
Total revenue 2,93t 23% 18% 2,38:
Expenses:
Software license updates and product sug® 27¢ 24% 20% 224
Stocl-based compensatic 3  -15% -15% 4
Amortization of intangible asse® 207 45% 45% 143
Total expense 48¢ 32% 29% 371
Total Margin $2,44¢ 22% 17% $2,01Z
Total Margin % 83% 84%
% Revenues by Geography:
Americas 53% 55%
EMEA 35% 33%
Asia Pacific 12% 12%

() Excluding stoc-based compensatic
(3 Included as a component*Amortization of Intangible Asse’ in our condensed consolidated statements of opes

The growth in our software license updates andyebsupport revenues was favorably affected byigoreurrency
rate fluctuations of 5 percentage points in thet fjuarter of fiscal 2009. Excluding the effectafrency rate
fluctuations, software license updates and produgport revenues increased in the first quartéisoél 2009 as a
result of new software licenses sold (with subsadigitall customers electing to purchase suppontiaets) during
the trailing 4-quarter period (in particular ouufth quarter of fiscal 2008, which was our largesiv software
license sales quarter during the trailing 4-quaréziod), the renewal of substantially all of thetumer base eligib
for renewal in the current fiscal year and incretakrevenues from the expansion of our customee frasn
acquisitions. Excluding the effect of currency riitietuations, the Americas contributed 51%, EMEAtibuted
35% and Asia Pacific contributed 14% to the incedassoftware license updates and product suppuoerues.

Software license updates and product support regeimthe first quarter of fiscal 2009 include srental
revenues of $110 million from BEA and $24 milliawiin other recently acquired companies. As a redudur
acquisitions, we recorded adjustments to reducp@tipbligations assumed to their estimated fduesat the
acquisition dates. Due to our application of bussneombination accounting rules, software licenmiates and
product support revenues related to support castiache amounts of $91 million and $64 milliomthvould have
been otherwise recorded by our acquired businesseglependent entities, were not recognized ifitstequarter
of fiscal 2009 and 2008, respectively. Historicalubstantially all of our customers, includingtomsers from
acquired companies, renew their support contrabeswvguch contracts are eligible for renewal. Toetktent these
underlying support contracts are renewed, we wibgnize the revenues for the full value of thesgracts over
the support periods, the substantial majority ofcivtare one year.

Software license updates and product support eggemere adversely impacted by 3 percentage pdints o
unfavorable currency variations during the firsadar of fiscal 2009. Excluding the effect of cuncg rate
fluctuations, software license updates and produpport expenses increased due to higher salarpemefits
associated with increased headcount to suppoexpansion of our customer base and higher amadizakpenses
resulting from additional intangible assets acqlisimce the beginning of fiscal 2008 (primarily our
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acquisition of BEA). Total software license updades product support margin as a percentage ohtmge
decreased slightly as our expenses (a large pasfiamich is attributable to our acquisition of BEgrew faster
than our revenues.

Services

Services consist of consulting, On Demand and dauca

Consulting: Consulting revenues are earned by providing sesvio customers in the design, implementation,
deployment and upgrade of our database and middiesedtware products as well as application sofewapducts.
The cost of providing consulting services congisimarily of personnel related expenditures.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008  Actual Constani 2007
Consulting Revenues:
Americas $ 444 3% 2% $ 43¢
EMEA 297 9% 3%  27:
Asia Pacific 124  30% 25% 95
Total revenue 86% 8% 5% 801
Expenses:
Cost of service@ 78z  12% 9% 697
Stocl-based compensatic 2 -39% -39% 2
Amortization of intangible asse® 10 -4% -4% 10
Total expense 794 12% 8%  70¢
Total Margin $ 71 -21% -19% $ 92
Total Margin % 8% 11%
% Revenues by Geography:
Americas 51% 54%
EMEA 35% 34%
Asia Pacific 14% 12%

() Excluding stoc-based compensatit
(3 Included as a component*Amortization of Intangible Asse’ in our condensed consolidated statements of opes

Consulting revenues growth was positively affedigdoreign currency rate fluctuations of 3 percgetpoints in
the first quarter of fiscal 2009. Excluding theeeff of currency rate fluctuations, consulting ravesincreased
during the first quarter of fiscal 2009 primarilyelto an increase in application software imple#ons associate
with the sales of certain of our application softevproducts and incremental revenues from our texaguisitions,
primarily BEA. Excluding the effect of currency eaftuctuations, the Americas contributed 24%, EM&tributec
20% and Asia Pacific contributed 56% to the incegasconsulting revenues.

Consulting expenses were adversely impacted byeeptage points of unfavorable currency variatidmsng the
first quarter of fiscal 2009. Excluding the effeétcurrency rate fluctuations, consulting experineseased during
the first quarter of fiscal 2009 as a result ofileigpersonnel related expenses attributable teehigbadcount levels
and third party contractor expenses that suppatedncrease in revenue. Total consulting margia percentage
revenues declined during the first quarter of fi&209 as expense growth in the Americas exceededim
improvement in the Asia Pacific region.

On Demand: On Demand includes our Oracle On Demand, CRM @m#&nhd and Advanced Customer Services
offerings. Oracle On Demand provides midtitured software and hardware management, andenairce service
for our database and middleware as well as ouicgijuns software delivered either at our dataeent
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facilities, at select partner data centers, ouatamer facilities. CRM On Demand is a service rirffg that provides
our customers with our CRM software functionaliglidered via a hosted solution that we manage. Aded
Customer Services consists of configuration anébpmance analysis, personalized support and ortesitenical
services. The cost of providing On Demand servicgssists primarily of personnel related expendgutechnology
infrastructure expenditures and facilities costs.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008  Actual Constant 2007
On Demand Revenues:
Americas $ 10€ 21% 20% $ 87
EMEA 60 19% 11% 51
Asia Pacific 29 45% 41% 20
Total revenue 19t 23% 19%  15¢&
Expenses:
Cost of service(®) 15¢ 5% 2% 152
Stocl-based compensatic 1 4% 4% 1
Amortization of intangible asse® 3 0% 0% 3
Total expense 162 5% 2%  15¢
Total Margin $ 32 1,399%  819% 2
Total Margin % 16% 1%
% Revenues by Geography:
Americas 54% 55%
EMEA 31% 32%
Asia Pacific 15% 13%

() Excluding stoc-based compensatic
(3 Included as a component‘ Amortization of Intangible Asse in our condensed consolidated statements of opes

On Demand revenue growth was positively affectefbbgign currency rate fluctuations of 4 percentpgmmts in
the first quarter of fiscal 2009. Excluding theeeff of currency rate fluctuations, On Demand reesrincreased in
the first quarter of fiscal 2009 due to an increiaseach service category’s subscription base as wustomers
engaged us to provide IT outsourcing solutionsa@onstant currency basis, Oracle On Demand, Advhnc
Customer Services and CRM On Demand contributed £2% and 7% to our On Demand revenues growth,
respectively. Excluding the effect of currency réetuations, the Americas contributed 54%, EMEAtibuted
19% and Asia Pacific contributed 27% to the incesasOn Demand revenues.

Excluding the effect of unfavorable currency rdtetuations of 3 percentage points, On Demand esgxeimcrease
slightly in the first quarter of fiscal 2009 duehigher salaries and benefits expenses associdtieihareased
headcount to support our Advanced Customer Servifesng. These expense increases were partiéfthgioby a
shift of certain U.S. based costs to global suppenters in lower cost countries. Total On Demaiadgim as a
percentage of revenues improved primarily as dtrefour Oracle On Demand business, which incréasgenues
while managing operating expenses to a lower ldhai in the first quarter of fiscal 2008, and taedrable impact
of currency effects during the period. Our AdvanGestomer Services and CRM On Demand margin pexgest
also improved modestly in comparison to the fitsarger of fiscal 2008.

Education: Education revenues are earned by providing iogirtded, media-based and internet-based traiming i
the use of our database and middleware softwadupts as well as applications software productsicition
expenses primarily consist of personnel relateaedjtures, facilities and external contractor costs
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Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 Actual Constani 2007
Education Revenues:
Americas $ 45 -6% 7% $ 48
EMEA 35 1% -T% 34
Asia Pacific 19 4% 0% 18
Total revenue 99 -2% -6%  10C
Expenses:
Cost of service® 82 5% 0% 78
Stocl-based compensatic — -100%  -100% 1
Total expense 82 5% 0% 79
Total Margin $ 17 -23% -26% $ 21
Total Margin % 17% 22%
% Revenues by Geography:
Americas 46% 48%
EMEA 35% 34%
Asia Pacific 19% 18%

() Excluding stoc-based compensatit

Excluding the effect of currency rate fluctuatioaducation revenues decreased in the first quaffiscal 2009 as
customers reduced spending on discretionary sergigeh as our educational program offerings indifmericas ant
EMEA geographic regions. These decreases weralhadifset by favorable currency variations oférgentage
points and incremental revenues from our recemtfyusied companies. On a constant currency basisAhericas
and EMEA geographic regions each declined 7% ifiteequarter of fiscal 2009, while the Asia Pacifegion was
flat.

Excluding the effect of unfavorable currency rdtetuations of 5 percentage points, education expemwere
constant with the first quarter of fiscal 2008 as lbeadcount reductions pursuant to our 2008 OfRe8tructuring
Plan were offset by certain operating expense &sa in the first quarter of fiscal 2009. Educatimargin as a
percentage of revenues decreased in the firstaquarfiscal 2009 due primarily to the effect offavorable
currency rate fluctuations.

Research and Development Expenses. Research and development expenses consist gdiirnbgersonnel related
expenditures. We intend to continue to invest Siggmtly in our research and development effortsaose, in our
judgment, they are essential to maintaining ourpetitive position

Three Months Ended August 31
Percent Change

(Dollars in millions) 2008  Actual Constani 2007
Research and developmé?) $671 8% 7% $62¢
Stocl-based compensatic _ 37 31% 31% 28

Total expense $ 70¢ 9% 8% $ 652
% of Total Revenues 13% 14%

() Excluding stoc-based compensatic

Research and development expenses increasedfirstrguarter of fiscal 2009 due to higher employelated
expenses associated with higher headcount lewelsiding higher stock-based compensation expepsesally
offset by a $21 million reduction in legal relatexpenses. The increase in our headcount was thieiedresult of
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our recent acquisitions and our hiring of additigmersonnel to develop new functionality for ourstixg products.
Research and development headcount as of the ghd tifst quarter of fiscal 2009 increased by appnately
1,750 employees, or 9%, in comparison to the djustrter of fiscal 2008.

General and Administrative Expenses. General and administrative expenses primarilysstrof personnel related
expenditures for information technology, finanegdl and human resources support functions.

Three Months Ended August 31
Percent Change

(Dollars in millions) 2008 Actual  Constant 2007
General and administrati®) $ 182 3% 1% $17¢
Stocl-based compensatic 24 21% 21% 20

Total expense $ 20€ 5% 3% $19t
% of Total Revenues 4% 4%

() Excluding stoc-based compensatic

Excluding the effect of currency rate fluctuatiogeneral and administrative expenses increasedglthe first
quarter of fiscal 2009 as a result of higher pengbrelated costs associated with increased heatitmsupport our
expanding operations and increased stock-basedermation expenses resulting from a higher valuatfaur
fiscal 2009 stock option grants (the fair valuer@ase is attributable to a higher volatility inpged in the fair value
calculation).

Amortization of I ntangible Assets:

Three Months Ended August 31
Percent Change

(Dollars in millions) 2008 Actual  Constant 2007
Software support agreements and related relatips $134 38% 38% $ 97
Developed technolog 17z 44% 44% 12C
Core technolog 62 44% 44% 43
Customer contract 35 106% 106% 17

13% 13%
41: 45% 45% $ 28t

[0¢]

Trademark
Total amortization of intangible ass:

|(D

&

Amortization of intangible assets increased infite¢ quarter of fiscal 2009 due to the amortizataf acquired
intangibles from BEA and other acquisitions thate@asummated since the beginning of fiscal 2008.\ate 4 of
Notes to Condensed Consolidated Financial Statenfenadditional information regarding our intarigilasset:
(including weighted average useful lives) and exddaimortization expenses.

Acquisition Related and Other Expenses. Acquisition related and other expenses primandlgsist of in-process
research and development expenses, integraticdedgdaofessional services, stock-based compensatipenses,
personnel related costs for transitional employeegain business combination adjustments afteptinehase price
allocation period has ended, and certain otherresg®e net. Stock-based compensation expensesenddiud
acquisition related and other expenses relatevesiad options assumed from acquisitions wherebgngwas
accelerated upon termination of the employees pumtsio the original terms of those options.
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Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 _Actual Constant 2007
In-process research and developn $ 4 -39% -39% $ 7
Transitional employee related co 27 343% 345% 6
Stocl-based compensatic 5 -85% -85% 32
Business combination adjustme 9 * * —
Professional fees and other, __ 4 136% 136% 2

Total acquisition related and other exper $4¢ 6% 8% $47

* Not meaningfu

Acquisition related charges and other expensesased slightly during the first quarter of fiscABD2 due to higher
transitional employee related expenses and andser@ business combination adjustments, offssidnificantly
lower expenses from stock option acceleration®imparison to the first quarter of fiscal 2008.

Restructuring expenses: Restructuring expenses consist primarily of Grarhployee severance costs and may
include charges for duplicate facilities to impraug Oracle-based cost structure. For additiorfarination
regarding our Oracle-based restructuring plangyadlsas restructuring activities of our acquirednganies, please
see Note 5 of Notes to Condensed Consolidated €igleBtatements.

Three Months Ended August 31,

Percent Change
(Dollars in millions) 2008 Actual Constant 2007

Restructuring expens: $14 * * g

* Not meaningfu

During the second quarter of fiscal 2008, our manaant approved, committed to, and initiated theclerkiscal
2008 Restructuring Plan (2008 Plan) as a resuedhiin management and operational changes thaitaneled to
improve efficiencies in our Oracle-based operati@hg 2008 Plan was amended in the fourth quaftés@al 2008
to include the expected effects resulting from aeguisition of BEA. The total estimated costs asged with the
2008 Plan are approximately $122 million, $41 roilliof which was incurred during fiscal 2008, anel primarily
related to employee severance. The majority ofetlessimated costs are expected to be incurredtbearourse of
fiscal 2009. Our estimated costs are preliminay may be subject to change in future periods. Weried
restructuring expenses of $14 million in the faghrter of fiscal 2009 pursuant to the 2008 Plan.

Interest Expense:

Three Months Ended August 31
Percent Change
(Dollars in millions) 2008 Actual  Constani 2007

Interest expens $ 15¢ 71% 71% 94

Interest expense increased in the first quartéiscdl 2009 due to higher average borrowings ragufrom our
issuance of $5.0 billion of senior notes in ApGI3.

Non-Operating Income, net:  Non-operating income, net consists primarilyraérest income, net foreign currency
exchange gains, the minority owners’ share in #tepnofits of our majority-owned Oracle Financigrdces
Software Limited (formerly i-flex solutions limit¢énd Oracle Japan subsidiaries, and other incanleding net
gains related to our marketable securities andr dtivestments.
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Three Months Ended August 31,
Percent Change

(Dollars in millions) 2008 Actual  Constant 2007
Interest incom $ 88 18% 14% $ 74
Foreign currency gains, n 9 57% 119% 6
Minority interests (16) 34% 34% (12
Other income, ne 1  -83% 83% 9

Total not-operating income, n $ 82 7% 4% $ 77

Non-operating income, net increased in the first qrasf fiscal 2009 primarily due to an increasenteiest income
from higher weighted average cash and marketaliieséeurities balances.

Provision for Income Taxes: The effective tax rate in all periods is the tesfithe mix of income earned in
various tax jurisdictions that apply a broad ranfjincome tax rates. The provision for income tadiéfers from the
tax computed at the U.S. federal statutory inceemeate due primarily to state taxes and earniagsd at lower
rates considered as indefinitely reinvested inifpr@perations. Future effective tax rates coulcdbeersely affecte
if earnings are lower than anticipated in countvie®ere we have lower statutory rates, by unfaverabbnges in te
laws and regulations, or by adverse rulings inr&dated litigation.

Three Months Ended August 31
Percent Change

(Dollars in millions) 2008 Actual  Constant 2007
Provision for income taxe $ 367 2% -1% $ 36C
Effective tax rate 25.4% 30.0%

On a constant currency basis, provision for inctemes decreased slightly during the first quartdisoal 2009 in
comparison to the first quarter of fiscal 2008.sTHécrease was caused by a reduction in incoms #dixéoutable t
certain of our worldwide taxable income being edrimelower tax rate jurisdictions, mostly as theule of transfer
pricing adjustments, substantially offset by anéase in income taxes attributable to higher woiddvtaxable
income.

Liquidity and Capital Resources

August 31 May 31,
(Dollars in millions) 2008 Change 2008
Working capital $ 8,60< 7% $ 8,074
Cash, cash equivalents and marketable secL $ 13,02: 18%  $11,04:

Working capital: The increase in working capital as of AugustZIQ8 in comparison to May 31, 2008 was
primarily due to the favorable impact to our netrent assets of our net income generated durin§jr8tequarter of
fiscal 2009, partially offset by cash used for asiiions and repurchases of our common stock.

Cash, cash equivalents and marketable securities: Cash and cash equivalents primarily consist pbdies held at
major banks, money market funds, Tlecommercial paper, U.S. Treasury obligations, dd&ernment agency a
government sponsored enterprise obligations, amer aecurities with original maturities of 90 daydess.
Marketable securities primarily consist of time dsits held at major banks, Tier-1 commercial paperporate
notes, U.S. Treasury obligations and U.S. goveritiragency and government sponsored enterprise tibliga
Cash, cash equivalents and marketable securitésde $11.0 billion held by our foreign subsidiaraes of

August 31, 2008. The increase in cash, cash eqguitsshnd marketable securities at August 31, 20@8rinparison
to May 31, 2008 is due to an increase in our opegatash flows resulting primarily from the collect of our trade
receivables generated by our higher fiscal 200&Hioguarter sales volumes and an increase in netrie during th
first quarter of fiscal 2009, partially offset bggh used for our acquisitions and repurchasesraf@umon stock.
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Days sales outstanding, which is calculated bydétig period end accounts receivable by averagg dales for the
quarter, was 54 days at August 31, 2008 compardd68i days at May 31, 2008. The days sales outisignd
calculation excludes the adjustment that reducesicquired software license updates and produgstp
obligations to fair value. Our decline in days sadetstanding is primarily due to the collectianpur first quarter ¢
fiscal 2009, of large license and support balawmegstanding as of May 31, 2008.

Three Months Ended August 31,

(Dollars in millions) 2008 Change 2007

Cash provided by operating activiti $ 3,24( 20% $ 2,701
Cash used for investing activiti $(2,48¢) 157% $ (96¢)
Cash used for financing activiti $ (189 -88% $(1,520)

Cash flows from operating activities: Our largest source of operating cash flows i cadlections from our
customers following the purchase and renewal af gtdtware license updates and product suppogeagents.
Payments from customers for software license ugdate product support agreements are generalliveeceear
the beginning of the contracts’ terms, which aneegally one year in length. We also generate dizart cash from
new software license sales and, to a lesser exgenices. Our primary uses of cash from operauityities are for
personnel related expenditures as well as paymelatted to taxes and leased facilities.

Net cash provided by operating activities increasdtie first quarter of fiscal 2009 primarily dteehigher ne
income and the collection of fourth quarter fis2@08 trade receivables associated with higher salesnes.

Cash flows from investing activities: The changes in cash flows from investing actsitprimarily relate to
acquisitions and the timing of purchases, matwritied sales of our investments in marketable sesiriVe also
use cash to invest in capital and other assetsppast our growth.

Net cash used for investing activities increasetthénfirst quarter of fiscal 2009 due to an inceemscash used
purchase marketable securities (net of procee@d$vext from sales and maturities), partially offseta decrease in
cash used for acquisitions, net of cash acquired.

Cash flows from financing activities: The changes in cash flows from financing acegtprimarily relate to
borrowings and payments under debt obligationselkas stock repurchases and proceeds from staeknop
exercise activity.

Net cash used by financing activities in the fipsarter of fiscal 2009 decreased compared to theduarter o
fiscal 2008 due to a reduction in the amount oft depayments made as the commercial paper issUethtce the
fiscal 2007 acquisition of Hyperion was repaidhe first quarter of fiscal 2008.

Freecash flow: To supplement our statements of cash flows ptedean a GAAP basis, we use non-GAAP
measures of cash flows on a trailing 4-quartersbmsanalyze cash flows generated from our operatid/e believe
free cash flow is also useful as one of the basesdmparing our performance with our competitditse
presentation of noGAAP free cash flow is not meant to be considereidolation or as an alternative to net incc
as an indicator of our performance, or as an atera to cash flows from operating activities ase@asure of
liquidity. We calculate free cash flows as follows:

Trailing 4 -Quarters Ended

August 31,
(Dollars in millions) 2008 Change 2007
Cash provided by operating activiti $ 7,941 20% $6,59¢
Capital expenditure(®) (479 34% (357)
Free cash flov $ 7,462 20% $6,241
Net income $5,75¢ $4,44¢4
Free cash flow as a percent of net incc 130% 140%

(1) Represents capital expenditures as reported infleagd from investing activities in our condensemhsolidated statements of
cash flows presented in accordance with U.S. gépeecepted accounting principle
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Long-Term Customer Financing

We offer our customers the option to acquire odimsre products and service offerings through ssedong-term
payment contracts. We generally sell contractswleahave financed on a neeeourse basis to financial institutio
We record the transfers of amounts due from custemoefinancial institutions as sales of finaneiasets because
we are considered to have surrendered controlesktfinancial assets. In the first quarter of fi2€®9 and 2008,
$166 million and $153 million, respectively, or appimately 13% and 14%, respectively, of our nevegare
license revenues were financed through our finandivision.

Contractual Obligations

The contractual obligations presented in the thblew represent our estimates of future paymendgiufixed
contractual obligations and commitments. Changeaiirbusiness needs, cancellation provisions, ghgrigterest
rates and other factors may result in actual paysgiffering from these estimates. We cannot prewdrtainty
regarding the timing and amounts of payments. We Ipaesented below a summary of the most significan
assumptions used in our information within the eahbf our consolidated financial position, resut®perations
and cash flows. The following is a summary of camttactual obligations as of August 31, 2008:

Year Ending May 31,

(Dollars in millions) Total 2009 2010 2011 2012 2013 2014 Thereafter
Principal payments on borrowin@®) $11,25( $1,00C $1,00C $2,25( $ — $1,25( $ — $ 5,75C
Capital lease® 3 1 2 —  — —  — —
Interest payments on borrowin(®) 5,37¢ 472 552 50€ 39z 39z 33C 2,73¢
Operating lease® 1,55¢ 327 362 26 19z 12¢ 74 213
Purchase obligatior®) 31¢ 28¢€ 15 3 3 3 3 6
Funding commitment®) 3 3 — — — — — —

Total contractual obligatior $18,51: $2,08¢ $1,932 $3,02: $587 $1,771 $407 $ 8,70

@ our borrowings (excluding capital leases) consishe following as of August 31, 200

Principal Balance

Floating rate senior notes due May 2( $ 1,00¢
Floating rate senior notes due May 2( 1,00¢
5.00% senior notes due January 2011, net of disafusv 2,24¢
4.95% senior notes due April 20 1,25(C
5.25% senior notes due January 2016, net of disaf$9 1,991
5.75% senior notes due April 2018, net of discafriil 2,49¢
6.50% senior notes due April 2038, net of discafr$i2 1,24¢

Total borrowings $ 11,23

Our floating rate senior notes due May 2009 and B30 bore interest at a rate of 2.82% and 2.88%@ectively, as of August 31, 2008. In
fiscal 2008, we entered into two interest rate sageements that have the economic effect of miodjfthe variable interest obligations
associated with our floating rate senior notesag 2009 and May 2010 so that the interest payablthe senior notes effectively became
fixed at a rate of 4.62% and 4.59%, respectivelterest payments were calculated based on terthe oélated agreements and include
estimates based on the effective interest rate$ Aagust 31, 2008 for variable rate borrowing®rftonsideration of the aforementioned
interest rate swap agreemer

@ Represents remaining payments under capital leessesned from acquisitior

(3) Primarily represents leases of facilities and idelifuture minimum rent payments for facilitiesttiva have vacated pursuant to our
restructuring and merger integration activities. kidee approximately $327 million in facility oblig@ans, net of estimated sublease income,
in accrued restructuring for these locations in@andensed consolidated balance sheet at Augu2088,

(4) Represents amounts associated with agreement@réhahforceable, legally binding and specify terimsuding: fixed or minimum quantiti¢
to be purchased; fixed, minimum or variable pricevisions; and the approximate timing of the paym

®) Represents the maximum additional capital we mayglne contribute toward our venture fund investragwhich are payable upon dema
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Excluded from the table above are agreements thantered into during fiscal 2009 in which we adreeacquire
certain companies but, as of August 31, 2008, lwaget closed these transactions. We expect thassatctions,
which were not significant individually or in thggregate, to close during the second quarter c&lfid009.

As of August 31, 2008, we have $1.7 billion of wwugnized tax benefits recorded on our condensesbtidated
balance sheet. We have reached certain settlemergraents with relevant taxing authorities to pagraximately
$74 million of these liabilities. Although it remmas unclear as to when payments pursuant to theseragnts will
be made, some or all may be made in fiscal 2009c&vi@ot make a reasonably reliable estimate gpéhied in
which the remainder of our unrecognized tax bes@iitl be settled or released with the relevantaashorities,
although we believe it is reasonably possible tiestain of these liabilities could be settled deased during fiscal
20009.

We believe that our current cash, cash equivaemismarketable securities and cash generated fp@mations will
be sufficient to meet our working capital, capéapenditures and contractual obligations. In addjtive believe w
could fund our acquisitions, including the aforemiemed acquisitions that we expect to close dutliregsecond
quarter of fiscal 2009, and repurchase common sigitkour internally available cash, cash equivideand
marketable securities, cash generated from opastaur existing available debt capacity, additidomarowings or
from the issuance of additional securities.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemieatdraive or are reasonably likely to have a cuweftiture
effect on our financial condition, changes in figi@ah condition, revenues or expenses, results efatns,
liquidity, capital expenditures or capital resowrtieat are material to investors.

Stock Options

Our stock option program is a key component ofciti@pensation package we provide to attract anchregatain o
our talented employees and align their interesti thie interests of existing stockholders. We re@aythat options
dilute existing stockholders and have sought tarobthe number of options granted while providoampetitive
compensation packages. Consistent with these aadd,gour cumulative potential dilution since Jan@005 has
been a weighted average annualized rate of 1.5%saer The potential dilution percentage is calmdas the
average annualized new options granted and assunaedf options forfeited by employees leavingthenpany,
divided by the weighted average outstanding shdwesg the calculation period. This maximum potaindilution
will only result if all options are exercised. Sowfehese options, which have 10 year exerciseogsyihave
exercise prices substantially higher than the ctimmearket price of our common stock. At August 3008, 10% of
our outstanding stock options had exercise pricexcess of the current market price. Consistetit aur historical
practices, we do not expect that dilution from fatgrants before the effect of our stock repurclpasgram will
exceed 2.0% per year for our ongoing businessdant years, our stock repurchase program has timameoffset
the dilutive effect of our stock option programwever, we may reduce the level of our stock repasek in the
future as we may use our available cash for adiprisi, to repay indebtedness or for other purposesugust 31,
2008, the maximum potential dilution from all oatstling and unexercised option awards, regardles$enh
granted and regardless of whether vested or urd/asig including options where the strike priceighkr than the
current market price, was 8.0%.

The Compensation Committee of the Board of Directeviews and approves the organization-wide sbgtion
grants to selected employees, all stock optiontgranexecutive officers and any individual stogition grants in
excess of 100,000 shares. A separate Plan Compmwitkéeh is an executive officer committee, approvelvidual
stock option grants up to 100,000 shares to nootgixe officers and employees.
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Stock option activity from June 1, 2005 through Asg31, 2008 is summarized as follows (shares llioms):

Options outstanding at May 31, 20 46¢
Options grante: 254
Options assume 142
Options exercise (35E
Forfeitures and cancellatio (99

Options outstanding at August 31, 2( 412

Average annualized options granted and assumedf fatfeitures 78

Average annualized stock repurcha 14¢

Shares outstanding at August 31, 2 5,15¢

Basic weighted average shares outstanding from Ju2@05 through August 31, 20 5,16¢

Options outstanding as a percent of shares ouistaat August 31, 200 8.0%

In the money options outstanding (based on our Augli, 2008 stock price) as a percent of sharedanting at

August 31, 200t 7.2%

Weighted average annualized options granted anoireesh net of forfeitures and before stock repurebaas a perce

of weighted average shares outstanding from Jugedh through August 31, 201 1.5%
Weighted average annualized options granted anohresh net of forfeitures and after stock repurcbase a percent
weighted average shares outstanding from JuneO5, tl@ough August 31, 20( -1.4%

Our Compensation Committee approves the annuah@aton-wide option grants to certain key emplasy/eehese
annual option grants are made during the ten bssiday period following the second trading dayrafie
announcement of our fiscal fourth quarter earnieg®rt. During the first quarter of fiscal 2009, wade our annu
grant of stock options and made or assumed otlaatgtotaling 64 million shares, which were palgiaffset by
forfeitures of 3 million shares.

Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncementur
consolidated financial statements, see Note 1 eé&Ntw Condensed Consolidated Financial Statements.

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

During the first quarter of fiscal 2009, there wartesignificant changes to our quantitative anditpiave
disclosures about market risk. Please refer tolRdrém 7A. Quantitative and Qualitative Discloss about Market
Risk included in our Annual Report on Form 10-K éurr fiscal year ended May 31, 2008 for a more detep
discussion of the market risks we encounter.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and our Chief Finaldfficer,
after evaluating the effectiveness of our “disclestontrols and procedures” (as defined in the &éssiExchange
Act of 1934 (Exchange Act) Rules 13a-15(e) or 15¢e)) as of the end of the period covered by thertgrly
report, have concluded that our disclosure contiots procedures are effective based on their etiatuaf these
controls and procedures required by paragraphf(Bxchange Act Rules 13a-15 or 15d-15.

Changesin Internal Control over Financial Reporting. There were no changes in our internal controt ove
financial reporting that occurred during our lastél quarter that have materially affected, orragsonably likely t
materially affect, our internal control over finaaaeporting.

Inherent Limitations on Effectiveness of Controls. Our management, including our Chief Executiveicaff and
Chief Financial Officer, believes that our disclmsgontrols and procedures and internal controt fmancial
reporting are effective at the reasonable assureneé However, our management does not expetbiira
disclosure controls and procedures or our intecaatrol over financial reporting will prevent alirers and all frauc
A control system, no matter how well conceived apdrated, can provide only reasonable, not absolute
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assurance that the objectives of the control systenmet. Further, the design of a control systamtmeflect the
fact that there are resource constraints, andeheftis of controls must be considered relativéhéir costs. Becau:
of the inherent limitations in all control systems, evaluation of controls can provide absolute@se that all
control issues and instances of fraud, if any, Haen detected. These inherent limitations incthdeealities that
judgments in decision making can be faulty, and biheakdowns can occur because of a simple ernorigiake.
Additionally, controls can be circumvented by thdividual acts of some persons, by collusion of twenore
people or by management override of the contrdige. design of any system of controls also is basgauit upon
certain assumptions about the likelihood of futevents, and there can be no assurance that amgndeitiisucceed
in achieving its stated goals under all potentialife conditions; over time, controls may beconazl@guate becau
of changes in conditions, or the degree of compe&anith policies or procedures may deteriorate aBse of the
inherent limitations in a cost effective controbsm, misstatements due to error or fraud may cmedmot be
detected.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

The material set forth in Note 12 of Notes to Carsel Consolidated Financial Statements in Paetrh IL of this
quarterly report on Form 10-Q is incorporated helsi reference.

Iltem 1A. Risk Factors

In addition to the other information set forth imstreport, you should carefully consider the fezttiscussed in
Part I, Item 1A. “Risk Factors” in our Annual Repon Form 10-K for our fiscal year ended May 31020The
risks discussed in our Annual Report on Form 10sHKld materially affect our business, financial cibiod and
future results. The risks described in our Annugp&t on Form 10-K are not the only risks facingAgditional
risks and uncertainties not currently known to uthat we currently deem to be immaterial also magerially and
adversely affect our business, financial conditolperating results.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

Our Board of Directors has approved a program paneghase shares of our common stock to reduceiltitevel
effect of our stock option and stock purchase plam#épril 2007, our Board of Directors expanded oepurchase
program by $4.0 billion and as of August 31, 20@@roximately $1.7 billion was available for shegpurchases
pursuant to our stock repurchase program.

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitsiauill
depend on factors such as our working capital nemdscash requirements for acquisitions, our depayment
obligations, our stock price, and economic and miacknditions. Our stock repurchases may be efidioten time
to time through open market purchases or purswaamtRule 10b5-1 plan. Our stock repurchase prognambe
accelerated, suspended, delayed or discontinusalyeaime.

The following table summarizes the stock repurclaatizity for the three months ended August 31,8280d the
approximate dollar value of shares that may ygiurehased pursuant to our stock repurchase programs

Total Number of Approximate Dollar

Total Number Average Shares Purchased a Value of Shares that

of Shares Price Paid Part of Publicly May Yet Be Purchase

(in millions, except per share amounts) Purchased Per Share Announced Programs Under the Programs
June 1, 20C—June 30, 200 74 $ 22.3¢ 74 % 2,042.
July 1, 200—July 31, 200¢ 79 $ 21.0¢ 7 % 1,876.
August 1, 200—August 31, 200t 74 $ 225 74 % 1,709.

Total 227 $ 21.9° 22.1
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ltem 5. Other Information

On July 14, 2008, our Board of Directors approvelamendment and restatement of our Amended artdtBes
1993 Directors’ Stock Plan to discontinue the ahstack option grant to the Executive Committeeirchna
connection with the elimination of the Executiven@uittee of the Board and to establish an annuakstption
grant to the chair of the Committee on Independésmges of the Board (Independence Committee) of

15,000 shares, provided such director has servadramber of the Independence Committee for sixthsoiT his
new annual stock option grant is intended to reizegthe increased responsibilities of the Indepeodé€Committee
and, in particular, the chair of that committee.

Iltem 6. Exhibits

Exhibit

Number Exhibit Title

1C.03 Oracle Corporation Amended and Restated 1993 birg€ctock Plan, as amended and restated on
July 14, 200¢

10.23 @ Offer letter dated August 19, 2008, to Jeffrey Bstein and employment agreement dated August 19,
2008

31.01 Certification Pursuant to Section 302 of the Saek-Oxley Act—Lawrence J. Ellisol
31.02 Certification Pursuant to Section 302 of the Saés-Oxley Act—Safra A. Cat:
32.01 Certification Pursuant to Section 906 of the Saek-Oxley Act

() Incorporated by reference to Oracle Corporé's current report oForm &K filed on August 27, 200
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, Oracle Corporation has duly caukis report
to be signed on its behalf by the undersignedetimen duly authorized.

ORACLE CORPORATION

Date: September 22, 2008 By: /s/ S\FRA A. CaTz

Safra A. Cat:
President, Chief Financial Officer and Direc

Date: September 22, 2008 By: /s/ WLLiamM Corey WEST

William Corey Wes
Senior Vice President, Corporate Controller and
Chief Accounting Office!
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Exhibit 10.03

ORACLE CORPORATION

AMENDED AND RESTATED 1993 DIRECTORS’ STOCK PLAN
(as amended and adjusted for stock splits throutyhldl, 2008)

1. Establishment and Purpose

(a) Establishment. There is hereby adopted the Amended and Rest8&RIDirectors’ Stock Plan (thePian ") of Oracle Corporation, a
Delaware corporation (the “Company”), which ameadd restates the 1993 Directors’ Stock Option Rlaith was originally adopted
May 24, 1993, and was amended and restated on €ct8h2003 and further amended and restated avb@&cl3, 2006. The Plan is
intended to provide a means whereby eligible membgthe Board of Directors of the Company may ierman opportunity to acquire
shares of Common Stock of the Compe

(b) Purpose. The purpose of the Plan is to enable the Compaaytract and retain the best available individdat service as members of
the Board of Directors of the Company, to providdional incentive to such individuals while sewyias directors, and to encourage
their continued service on the Board of Direct

2. Definitions.
As used herein, the following definitions stegdply:
(@) “ Award " shall mean any Option or other st-based award granted hereunt
(b) “ Board” shall mean the Board of Directors of the Compi
(c) “ Code” shall mean the Internal Revenue Code of 1986, andeu

(d) “Committee” shall mean the Committee or Committees referoeith tSection 4 of the Plan. If at any time no Comteei shall be in office
or appointed by the Board to administer the Plaen the functions of the Committee specified inRlan shall be exercised by the Boz

(e) “Common Stock” shall mean the Common Stock, $.01 par value peesbhthe Compan

(f “ Company” shall mean Oracle Corporation, a Delaware corpame

(9) “ Continuous Status as a Directo” shall mean the absence of any interruption or teation of service as a Directt
(h) “ Director ” shall mean a member of the Boe

(i) “Employee” shall mean any person, including any officer orebdior, who is an employee of the Company, or arbsiiary of the
Company, for purposes of tax withholding under@uele. The payment of a directofee by the Company shall not be sufficient in af
itself to constitute*employmer” by the Company

() “Exchange Act” shall mean the Securities Exchange Act of 1934nasnded
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(k) “Fair Market Value " shall mean, as of any date, the value of Comntocksdetermined as follows, unless otherwise detexthby the
Committee:

(i) the last reported sale price of the Comr8twck of the Company on NASDAQ or, if no such répdrsale takes place on any such
day, the average of the closing bid and asked griux

(i) if such Common Stock shall then be listedanother national securities exchange, the émsirted sale price or, if no such reported
sale takes place on any such day, the average afdhing bid and asked prices on the principabnat securities exchange on wh
the Common Stock is listed or admitted to trading

(iii) if such Common Stock shall not be quoted on NA&D@or listed or admitted to trading on anotheraral securities exchange, then
the average of the closing bid and asked priceg@sted by The Wall Street Journal for the -the-counter market, ¢

(iv) if none of the foregoing is applicable, then thé& Market Value of a share of Common Stock shaltbeermined in good faith by tl
Committee in its discretiol

() “ Option " shall mean an option to purchase shares of Comrtamk §ranted pursuant to the Plan. All Options tgdrereunder are n
intended to qualify as incentive stock options urdiection 422 of the Cod

(k) “Optioned Stock” shall mean the Common Stock subject to an Op

() “ Optionee” shall mean an Outside Director who receives anddg.

(m) “ Outside Director” shall mean a Director who is not an Employ

(n) *“ Participant” shall mean an Outside Director who receives an dwareunder

(o) *“Securities Ac” shall mean the Securities Act of 1933, as amer

(p) “Share” shall mean a share of the Common Stock, as adjustaztordance with Section 12 of the P!

() “ Subsidiary” shall mean subsidiary corporatic’, whether now or hereafter existing, as defined ictiSe 424(f) of the Code
3. Shares Subject to the Plan.

Subject to the provisions of Section 1#he Plan, the maximum number of Shares which beaissued under the Plan after July 14,
2003 (including pursuant to the exercise of Optioutstanding as of such date) is 8,000,000 shd&r€smmon Stock, of which not more than
an aggregate of 1,800,000 Shares shall be avaflablevards granted pursuant to Section 5(d) ofRken. If an Award granted hereunder
expires, terminates, becomes unexercisable orfsited for any reason, the underlying Shares diebme available for future grant under
the Plan.

4. Administration of the Plan.

(a) Administrator . The Plan shall be administered by the Board ahbyCommittee appointed by the Board, which statlsist of two or
more members of the Boa

(b) Powers of the Committee. Subject to the provisions and restrictions of ’tem, the Committee shall have the authoritytdrdiscretion,
to: (i) determine the Fair Market Value of the CoomBtock; (ii) determine the exercise price perr&hgii) interpret the Plan;
(iv) subject to Section 13, amend the Plan or ama®l; (v) authorize any person to execute on beaifatie Company any agreements or
other documents in connection with the grant oAarard under the Plar
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(vi) approve forms of agreement for use unterRlan; and (vii) make all other determinationsnded necessary or advisable for the
administration of the Plai

(c) Effects of Committe€'s Decision All decisions, determinations and interpretatiohthe Committee shall be final and binding on all
holders of any Awards granted under the P

5. Option grants.

(a) Automatic Grants . All grants of Options hereunder shall be automatid nondiscretionary and shall be made in acooswith the
provisions of this Section 5, as may be amendeiti&yBoard or the Committee from time to tir

(b) Initial Grants . As of the date on which any individual becomeganside Director, such individual shall be grardetomatically an
Option to purchase 60,000 shat

(c) Subsequent Grants.

()

(ii)

(iii)

(iv)

v)

On May 31 of each year after May 31, 208&ch Outside Director shall be granted automayieadloption to purchase 45,000
shares, provided that on such date the Outsideirbas served on the Board for at least six n®

On May 31 of each year after May 31, 2006, the fPeason of the Finance and Audit Committee shafjtamted automatically ¢
Option to purchase 45,000 shares, provided thauch grant date the Outside Director has servatdefinance and Audit
Committee for at least one year. If such Outside®or has served on the Finance and Audit Comenitteless than one year
from such grant date, such Outside Director staljfanted automatically an Option to purchase agteamount of 45,000 sha
based on the number of complete calendar monthstich Outside Director served on the Finance amditACommittee during
the one year prior to such grant date. This graall e in addition to the options granted under @ther provision of Section 5(c)
hereof.

On May 31 of each year after May 31, 2006, thaifperson of the Compensation Committee shall batgd automatically an
Option to purchase 30,000 shares, provided thauch date the Outside Director has served on tihep@nsation Committee for
at least one year. If such Outside Director hageskon the Compensation Committee for less tharyeaefrom such grant date,
such Outside Director shall be granted automayicall Option to purchase a pro rata amount of 30sb@@es based on the num
of complete calendar months that such Outside Birexserved on the Compensation Committee duringtigeyear prior to such
grant date. This grant shall be in addition todp@ons granted under any other provision of Sadhic) hereof

On May 31 of each year after May 31, 20@, Chairperson of the Nomination and Governarma@ittee shall be granted
automatically an Option to purchase 15,000 shpresjded that on such date the Outside Directorskeaged on the Nomination
and Governance Committee for at least one yeaudt Outside Director has served on the Nominat@hGovernance
Committee for less than one year from such gratg, daich Outside Director shall be granted autarabyian Option to purchase
a pro rata amount of 15,000 shares based on thberush complete calendar months that such Outsitecr served on the
Nomination and Governance Committee during theyaae prior to such grant date. This grant shalhbeddition to the option
granted under any other provision of Section 5@rgbf.

On May 31 of each year after May 31, 200&, Vice Chairperson of the Finance and Audit Cottarishall be granted
automatically an Option to purchase 30,000 shpresjded that on such date the Outside Directorseaged on the Finance and
Audit Committee for at least six months. If sucht€dde Director has served on the Finance and ATaiihmittee for less than six
months from such grant date, such Outside Direstiall be granted automatically an Option to purelapro rata amount
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(vi)

30,000 shares based on the number of comgd¢dadar months that such Outside Director seoveithe Finance and Audit
Committee during the six months prior to such gdate. This grant shall be in addition to the apigranted under any other
provision of Section 5(c) herec

On May 31 of each year after May 31, 200, Chairperson of the Committee on Independesgigek shall be granted
automatically an Option to purchase 15,000 shpresjded that on such date the Outside Directorseaged on the Committee
Independence Issues for at least six months. i Sugside Director has served on the Committeendegendence Issues for less
than six months from such grant date, such OuBidector shall be granted automatically an Optioptirchase a pro rata amount
of 15,000 shares based on the number of compl&adar months that such Outside Director servetherCommittee on
Independence Issues during the six months prisuth grant date. This grant shall be in additioth&ooptions granted under any
other provision of Section 5(c) here

(d) Other Stock Awards. The Board shall have the discretion to grant d&af restricted stock, restricted stock unitsedefd shares or
other stock-based awards in lieu of the automaittdd grants (in whole or in part) pursuant to g@aphs (b) and (c) above. The number
of Shares subject to any such stock award grantesiignt to the foregoing sentence shall have aiva&qut value, as determined on any
reasonable basis by the Board, to the number ab@gpthat would have been granted. Any such stecka@ shall be subject to similar
terms as would apply to options granted under papd (b) and (c) with respect to vesting or foulei schedules, treatment on
termination of status as director, and transfetrim®ns. Subject to the foregoing limitations ahe provisions of the Plan, the terms and
conditions of any such stock awards shall be g fo the applicable award agreement as deterntigatie Board

(e) Limitations .

()

(ii)

Notwithstanding the provisions of Sections 5(b) &) hereof, in the event that a sufficient numifeghares is not availab
under the Plan for the grant of Awards, the rermgjr8hares shall be prorated based upon the nurhBéraoces each Director was
entitled to receive under this Plan. Any furtheargs shall then be deferred until such time, if,@syadditional Shares become
available for grant under the Plan. Subject tatéinms of Section 13 hereof, the Board shall haeeatthority at any time to make
additional Shares available for grant under the Rabject to obtaining stockholder approval oftsincrease to the extent
required under Section 13(a) here

Notwithstanding the provisions of Section 5(b) &fd) hereof, any grant made before the Companyhbtsned stockholde
approval of the Plan, and any grant made after dment of the Plan where such amendment of therelgurires stockholder
approval under Section 13(a) hereof, shall be ¢mm#id upon obtaining such stockholder apprc

6. Terms and Conditions of Options.

(a) Stock Option Agreement.Each Option granted pursuant to this Plan shaéi@enced by a stock option agreement (“Option
Agreemer”) containing such terms and conditions that are starsi with this Plan and as otherwise determinetheyCommittee

(b) Exercise Price. The exercise price per share shall be 100% of#ieMarket Value per Share on the date of grétiie Option, subject
to adjustment to the extent provided in Sectioméof.

(c) Vesting. Unless otherwise determined by the CommitteeSteres shall vest and become exercisable attdhefrawenty-five percent
(25%) of the Optioned Stock on each anniversath@fate of gran
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(d) Term . The term of each Option shall be ten (10) yeamsfthe date of grant, unless (i) a shorter peisa@quired to comply with any
applicable law, in which case such shorter periddapply or (ii) the Committee determines thakan of less than ten years shall ap|

7. Eligibility . Awards hereunder may be granted only to Outsidecidrs. The Plan shall not confer upon any Oet&tector any right witl
respect to continuation of service as a Directaramnination to serve as a Director, nor shalltiifere in any way with any rights which the
Director or the Company may have to terminate hisev directorship at any time.

8. Payment Upon ExercisePayment of the exercise price of any Award shalinagle (i) by cash or check; (ii) to the extent prathibited by
the Board or by applicable law, and provided thptiblic market for the Company’s stock exists, tiyto a “same day salebmmitment fron
the Participant and a broker-dealer that is a membine National Association of Securities Deal@ns “NASD Dealer”)whereby Participar
irrevocably elects to exercise the Award and tbasebrtion of the Shares so purchased to payh®ekercise price and whereby the NASD
Dealer irrevocably commits upon receipt of suchr&hao forward the exercise price directly to tlrwrpany; or (iii) as otherwise determined
by the Board and as permitted by applicable lanegulation.

9. Withholding Taxes. Whenever, under the Plan, Shares are to be iggusdant to any Award granted hereunder, the Cagnghall have
the right to require the recipient to remit to @empany an amount of cash sufficient to satisfy mylicable federal, state or local income
and employment tax withholding requirements priottte delivery of any certificate or certificates such Shares.

10. Exercise of Options

(a) Procedure for Exercise. An Option shall be deemed to be exercised whettewmotice of such exercise has been given t€Cthrapany
in accordance with the terms of the Option Agreenbgrthe person entitled to exercise the Optionfaligpayment for the Shares has
been received by the Company in accordance witlid®e® hereof. An Option may not be exercised fénaation of a Share

(b) Rights as a StockholderNotwithstanding the exercise of the Option, urité issuance (as evidenced by the appropriate enttlye
books of a duly authorized transfer agent of thenf@any) of the stock certificate evidencing suchr&fano right to vote or receive
dividends or any other rights as a stockholderl ghdgt with respect to the Optioned Stock. A stoektificate for the number of Shares so
acquired shall be issued to the Optionee as sopreaticable after exercise of the Option. No atifgent will be made for a dividend or
other right if the record date is prior to the déte stock certificate is issue

(c) Termination of Status as Director.Except as set forth in Section 10(d) or (e), ilGutside Director ceases to serve as a Directooy he
she may, but only within three (3) months (or sattier period of time not exceeding six (6) monthssadetermined by the Board) after
the date he or she ceases to be a Director ofdhg@ny, exercise his or her Option to the extestt ltle or she was entitled to exercise
the date of such termination. Notwithstanding tredoing, in no event may the Option be exercidtt s term set forth in Section 6
has expired. To the extent that such Outside Qiregas not entitled to exercise an Option at the datermination, or if such Outside
Director does not exercise such Option (which heherwas entitled to exercise) within the time #gat; the Option shall terminat

(d) Disability of Director. Notwithstanding the provisions of Section 10(c)addn the event an Outside Director is unableatatioue his o
her service as a Director with the Company asaltre§his or her total and permanent disability @efined in Section 22(e)(3) of the
Code), he or she may, within six months from thie @d such termination, exercise his or her Opt@the extent he or she was entitled to
exercise it at the date of such termination. Ndtstanding the




foregoing, in no event may the Option be exercadftelr the expiration of the term set forth in Sectb. To the extent that Optionee was
entitled to exercise the Option at the date of beation, or if Optionee does not exercise such @pfivhich he or she was entitled to
exercise) within the time specified herein, thei@pshall terminate

(e) Death of Optionee.In the event of the death of an Outside Direc

(i) If the Outside Director dies during therteof the Option, is a Director at the time of hisher death and has been in Continuous
Status as a Director since the date of grant oOghigon, the Option may be exercised at any timbiwisix (6) months following
the date of death by the Outside Director’s esiatey a person who acquired the right to exerdiseQption by bequest or
inheritance, but only to the extent the OutsidesBtior was entitled to exercise the Option at thte datermination.
Notwithstanding the foregoing, in no event may @ion be exercised after the expiration of thentset forth in Section ¢

(i) If the Outside Director dies within thré¢&) months after the termination of Continuous ®&ads a Director, the Option may be
exercised at any time within six (6) months follagithe date of death by the Optionee’s estate ar fyrson who acquired the
right to exercise the Option by bequest or inhadéa but only to the extent the Outside Directos watitled to exercise the Opti
at the date of termination. Notwithstanding theefing, in no event may the Option be exercisest #fie expiration of the term
set forth in Section ¢

11. Nontransferability of Awards. Awards granted under this Plan, and any inter@seth, shall not be transferable or assignabléby t
Participant, and may not be made subject to exatusittachment or similar process, otherwise thawilh or by the laws of descent and
distribution, and shall be exercisable during tfetiine of the Participant only by the Participamtovided, however; that Awards held by a
Participant may be transferred to such family mens\lteusts and charitable institutions as the Catemjin its sole discretion, shall approve,
unless otherwise restricted from such transfer utideterms of the Award. The designation of a fieiaey by a Participant does not
constitute a transfer.

12. Adjustment Upon Changes in Capitalization.

(a) Adjustment of Shares.In the event that the number of outstanding shafr€mmon Stock of the Company is changed by &stoc
dividend, stock split, reverse stock split, comkimm, reclassification or similar change in theitastructure of the Company without
consideration, the number of Shares available utiiePlan, the number of Shares deliverable imeotion with any Award and, if
applicable, the exercise price per Share thereadf bb proportionately adjusted, subject to anyunexgl action by the Board or
stockholders of the Company and compliance witHiegiple securities laws; provided however, thatadificate or scrip representing
fractional shares shall be issued and any resuitatgions of a share shall be ignor

(b) Change of Control. In the event of a dissolution or liquidation bétCompany, a merger in which the Company is resthviving
corporation (other than a merger with a wholly odisebsidiary or where there is no substantial chkamghe stockholders of the
Company and the obligations of the Company undemRlan are assumed by the successor corporattendale of substantially all of the
assets of the Company, or any other transactiocridesl under Section 424(a) of the Code whereirstbekholders of the Company give
up all of their equity interest in the Company (epcfor the acquisition of all or substantially aflthe outstanding shares of the
Company), all outstanding Awards, notwithstanding eontrary terms of the Plan, shall acceleratetsabme vested and exercisable in
full prior to and shall expire on the consummatidrsuch dissolution, liquidation, merger or salas$ets
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(c) Acceleration Upon Unfriendly Takeover. Notwithstanding anything in Section 12(b) herenthe contrary, if fifty percent (50%) or
more of the outstanding voting securities of thenpany become beneficially owned (as defined in R3@&-3 promulgated by the
Securities and Exchange Commission) by a persodefrged in Section 2(2) of the Securities Act am&ection 13(d)(3) of the Exchan
Act) in a transaction or series of transactiongesgly disapproved by the Board, then all outstamdiwards under this Plan shall becc
immediately vested and exercisable with no furtieror action required by the Committ

13. Amendment and Termination of the Plan.

(&) Amendment. The Board or the Committee may amend the Plan fimm to time in such respects as the Board or thar@ittee, as the
case may be, may deem advisable; provided th#tietextent necessary to comply with any applici&eor regulation, the Company
shall obtain approval of the Compi's stockholders to amend the Plan to the extentratict manner required by such law or regulat

(b) Termination or Suspension.Unless sooner terminated pursuant to this Sectohe Plan shall terminate on the date that alteshof
Common Stock reserved for issuance under the Riaa been issued. The Committee, without further@am of the stockholders, may
at any time terminate or suspend the Plan. Exceptleerwise provided herein, any such terminatiosugpension of the Plan shall not
affect Awards already granted hereunder and sucardsvshall remain in full force and effect as & flan had not been terminated or
suspendec

(c) Outstanding Awards. Except as otherwise provided herein, rights andyabbns under any outstanding Award shall notlered or
impaired by amendment, suspension or terminatidhePlan, except with the consent of the persarhiom the Award was granted. T
Committee shall have the authority to modify, exten renew outstanding Awards and to authorizegthat of new Awards in
substitution therefomprovided that the Committee shall not, without the apprafghe Company’s stockholders, directly or indihgct
reduce the exercise price of any outstanding Aw

14. Conditions Upon Issuance of ShareShares shall not be issued pursuant to any Awaelihder unless the issuance and delivery of
Shares shall comply with all relevant provisiongan?, including, without limitation, the Securitiést, the Exchange Act, the rules and
regulations promulgated thereunder, state secsitdi@s, and the requirements of any stock exchapga which the Shares may then be
listed, and shall be further subject to the appro¥aounsel for the Company with respect to suzimgliance.

As a condition to the issuance of Shares purswaany Award, the Company may require the Partidipanepresent and warrant that the
Shares are being acquired only for investment atitbwt any present intention to sell or distribateh Shares, if, in the opinion of counsel
for the Company, such a representation is requiyeahy of the relevant provisions of the law.

Inability of the Company to obtain authority fromyaregulatory body having jurisdictional authoritgemed by the Company’s counsel to be
necessary for the lawful issuance and sale of &iayeS hereunder shall relieve the Company of atlity for failure to issue or sell such
Shares.

15. Reservation of SharesThe Company, during the term of this Plan, wilalitimes reserve and keep available such numb8hafes as
shall be sufficient to satisfy the requirementshef Plan.

16. Rule 16b-3The grant of Awards hereunder to persons subjeSettion 16 of the Exchange Act shall comply wité applicable
provisions of Rule 16b-3. The Company intends & to be a “formula plan” under Rule 16b-3 wigspect to Awards granted hereunder.

7



Exhibit 31.01

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Lawrence J. Ellison, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of Oracle Corporatior

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeid other financial information included in thigarterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and we ha

a) designed such disclosure controls and proesdr caused such disclosure controls and proegd be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over finahaaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter that has materiallyciéf@, or is reasonably likely to materially affettie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officer andave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theaRte and Audit Committee of the registrant’s basrdirectors (or persons performing
the equivalent functions

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Date: September 22, 2008 By: /s LAwWRENCEJ. ELLISON

Lawrence J. Ellisor
Chief Executive Officer and Directc



Exhibit 31.02

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Safra A. Catz, certify that:

1.
2.

I have reviewed this quarterly report on Forn-Q of Oracle Corporatior

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and we ha

a) designed such disclosure controls and proesdr caused such disclosure controls and proegd be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affetie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theaRre and Audit Committee of the registrant’s bazrdirectors (or persons performing
the equivalent functions

a) all significant deficiencies and materialakresses in the design or operation of internairobaver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, thabiwes management or other employees who have Hisén role in the registrant’s
internal control over financial reportin

Date: September 22, 2008 By: /s/  SAFRA A. CaTz

Safra A. Catz
President, Chief Financial Officer and Direci



Exhibit 32.01

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT

The certification set forth below is being submitte connection with the report on Form 10-Q of @eaCorporation for the purpose of

complying with Rule 13a-14(b) or Rule 15d-14(b}lné Securities Exchange Act of 1934 and Sectio®d % hapter 63 of Title 18 of the
United States Code.

Lawrence J. Ellison, the Chief Executive Officer@racle Corporation, and Safra A. Catz, the Chie&kcial Officer of Oracle Corporation,
each certifies that, to the best of his or her Kedge:

1. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

2. the information contained in the Report faphgsents, in all material respects, the finanmaldition and results of operations of Oracle
Corporation,

Date: September 22, 2008 /) LAWRENCEJ. ELLISON
Lawrence J. Ellisor
Chief Executive Officer and Directc

/sl SAFrA A. CaTz
Safra A. Catz
President, Chief Financial Officer and Direci




