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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 November 30, 200
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 statktanding as of December 15, 2008 was: 5,046,007,0
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
ORACLE CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
As of November 30, 2008 and May 31, 2008

(Unaudited)
November 30 May 31,
(in millions, except per share data 2008 2008
ASSETS
Current asset:
Cash and cash equivalel $ 735 $  8,26-
Marketable securitie 3,29: 2,781
Trade receivables, net of allowances of $301 afx3$3 of November 30, 2008 and May 31, 2 3,252 5,127
Deferred tax asse 634 85¢
Prepaid expenses and other current a: 605 1,08(
Total current asse 15,13¢ 18,10:
Non-current asset:
Property, ne 1,907 1,68¢
Intangible assets: software support agreementsedatdd relationships, n 3,68z 3,791
Intangible assets: other, r 4,41¢ 4,59¢
Goodwill 18,581 17,99:
Other asset 1,06¢ 1,091
Total nor-current asset 29,66¢ 29,16¢
Total asset $ 44,80 $ 47,26¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Notes payable, current and other current borrow $ 1,002 $ 1,001
Accounts payabl 34¢€ 38¢
Accrued compensation and related ben: 1,062 1,77C
Deferred revenue 3,881 4,49;
Other current liabilitie: 1,672 2,38:
Total current liabilities 7,968 10,02¢
Non-current liabilities:
Notes payable and other r-current borrowing: 10,23¢ 10,23t
Income taxes payab 1,68( 1,56¢
Deferred tax liabilities 1,062 1,21¢
Other nor-current liabilities 1,04( 1,19¢
Total nor-current liabilities 14,01¢ 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:

5,046 shares as of November 30, 2008 and 5,15@sharof May 31, 20C 12,74 12,44¢
Retained earninc 10,17 9,961
Accumulated other comprehensive (loss) incc (99 61¢

Total stockholder equity 22,821 23,02¢

Total liabilities and stockholde’ equity $ 44,80: $ 47,26¢

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three and Six Months Ended November 30, 280and 2007

(Unaudited)
Three Months Ended Six Months Ended
November 30, November 30,
(in millions, except per share data 2008 2007 2008 2007
Revenues
New software license $ 1,62¢ $ 1668 $ 2,86: $ 2,75¢€
Software license updates and product sug 2,85( 2,491 5,78t 4,87:
Software revenue 4,47¢ 4,15¢ 8,64¢ 7,62¢
Services 1,131 1,15¢ 2,29( 2,21z
Total revenue 5,607 5,313 10,93¢ 9,84z
Operating expense
Sales and marketir 1,14¢ 1,09t 2,25¢ 2,07
Software license updates and product sug 257 24¢€ 53¢ 474
Cost of service 93¢ 992 1,96t 1,922
Research and developm 651 674 1,36( 1,32¢
General and administrati 174 20¢€ 37¢ 40z
Amortization of intangible asse 427 29C 83¢ 57
Acquisition related and oth: 21 22 71 68
Restructuring 17 6 31 6
Total operating expens 3,632 3,531 7,442 6,84:
Operating incom: 1,97¢ 1,782 3,49¢ 2,99¢
Interest expens (157) (89) (317) (189)
Non-operating income, ne 8 122 90 19¢
Income before provision for income ta 1,82¢ 1,81t 3,26¢ 3,01t
Provision for income taxe 53C 512 89¢€ 871
Net income $ 129% $ 130 $ 237 $ 2,14
Earnings per shar
Basic $ 0.2 $ 028 $ 0.4¢€ $ 0.4z
Diluted $ 0.2t $ 028 $ 0.4¢€ $ 0.41
Weighted average common shares outstani
Basic 5,127 5,12¢ 5,14( 5,117
Diluted 5,187 5,232 5,211 5,22¢

See notes to condensed consolidated financiahstats.
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Six Months Ended November 30, 2008 and 2007

(Unaudited)

Six Months Ended
November 30,

(in millions) 2008 2007
Cash Flows From Operating Activitie
Net income $ 2,37¢ $ 2,14¢
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 134 137
Amortization of intangible asse 83¢ 57t
Deferred income taxe (153 (72
Minority interests in incom 35 29
Stocl-based compensatic 18¢€ 16¢
Tax benefits on the exercise of stock opti 121 262
Excess tax benefits on the exercise of stock op (79 (187
In-process research and developn 6 7
Other gains, ne ) )
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables, 1,64: 937
Decrease in prepaid expenses and other & 38¢ 27
Decrease in accounts payable and other liabi (1,029 (55))
Decrease in income taxes paya (279) (241)
(Decrease) increase in deferred rever (207) 70
Net cash provided by operating activit 3,99( 3,30¢
Cash Flows From Investing Activitie
Purchases of marketable securities and other imezgs (5,10%) (1,959
Proceeds from maturities and sales of marketalblarisies and other investmer 4,36 1,27z
Acquisitions, net of cash acquir (1,06%) (651)
Capital expenditure (399 (15€)
Net cash used for investing activiti (2,207 (1,487
Cash Flows From Financing Activitie
Payments for repurchases of common s (2,349 (2,029
Proceeds from issuances of common s 371 682
Repayments of borrowing 4) (1,362
Excess tax benefits on the exercise of stock op 79 187
Distributions to minority interes: (30 (29)
Net cash used for financing activiti (1,92¢) (1,544
Effect of exchange rate changes on cash and casla&nts (764) 243
Net (decrease) increase in cash and cash equis (909) 51t
Cash and cash equivalents at beginning of pe 8,267 6,21¢
Cash and cash equivalents at end of pe $ 7,35¢ $ 6,73¢
Non-cash investing and financing transactic
Fair value of stock awards assumed in connectitim adquisitions $ 1 $ 15
Increase (decrease) in unsettled repurchases ohoarstock $ 157 $ (23

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
November 30, 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 changesiimdoption of
new accounting pronouncements or in our applicatioour significant accounting policies that weisctbsed in

our Annual Report on Form 10-K for the fiscal yeaded May 31, 2008 other than the impact of ouptdo of
Financial Accounting Standards Board (FASB) Stataro. 157 Fair Value Measurements, and certain related
FASB staff positions for which we have establishgublicy and provided 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 Six Months Ended
November 30, November 30,

(in millions) 2008 2007 2008 2007
In-process research and developn $ 2 3 — % 6 $ 7
Transitional employee related co 4 15 31 19
Stocl-based compensatic 6 4 11 37
Professional fees and other, 8 3 13 5
Business combination adjustme 1 — 10 —

Total acquisition related and other exper $ 21 % 22 % 71 3 68

Non-Operating Income, net

Non-operating income, net consists primarily of ingti@acome, net foreign currency exchange gainséys the
minority owners’ shares in the net profits of oujarity-owned subsidiaries (Oracle Financial SezgiSoftware
Limited, formerly i-flex solutions limited, and Qole Japan), and other income, net, including retzed gains and
losses related to all of our investments and negalized gains and losses related to the smaligmootf our
investment portfolio that we classify as trading.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2008

(Unaudited)
Three Months Ended Six Months Ended
November 30, November 30,

(in millions) 2008 2007 2008 2007
Interest incom: $ 97 $ 89 $ 18t $ 162
Foreign currency gains (losses), (22 21 12 27
Minority interests in incom (29 (16) (35 (29
Other income (losses), n (48) 28 (48) 38

Total nor-operating income, ne $ 8 $ 122 $ 90 $ 19¢

Comprehensive Income

Comprehensive income consists of the following,aféhcome tax effects: net income, foreign cursetranslation
gains and losses, gains and losses related tarceftaur derivative financial instruments that aeélected in
stockholders’ equity instead of net income, andealized gains and losses on marketable debt anty sgourities
that we classify as available-for-sale. The follogviable sets forth the calculation of comprehengicome:

Three Months Ended Six Months Ended
November 30, November 30,

(in_millions) 2008 2007 2008 2007
Net income $ 1,29¢ $ 1,30: $ 2,37¢ $ 2,14¢
Change in foreign currency translation gains (Isjeet (440 187 (6893 20¢
Unrealized losses on derivative financial instruteenet (63 32 (44) (52
Unrealized gains on marketable securities, 10 1 10 1

Comprehensive incomnr $ 802 $ 1,45¢ $ 1,65¢ $ 2,30z

Recent Accounting Pronouncements

Equity Method Investment Accounting:  In November 2008, the FASB ratified Emerging essifask Force (EITF
Issue No. 08-6Equity Method Investment Accounting Considerations . EITF 08-6clarifies the accounting for certe
transactions and impairment considerations invghaguity method investments. EITF 08-6 is effecfiuefiscal
years beginning after December 15, 2008, with eadllyption prohibited. We do not currently have amwestments
that are accounted for under the equity method.pEmeling adoption of EITF 0846 not expected to have an img
on our consolidated financial statements.

Defensive I ntangible Assets:  In November 2008, the FASB ratified Emerging kssifask Force Issue

No. 0¢-7, Accounting for Defensive Intangible Assets. EITF 08-7 clarifies the accounting for certaipaetely
identifiable intangible assets which an acquirezgdnot intend to actively use but intends to holdrevent its
competitors from obtaining access to them. EITFH@8¢uires an acquirer in a business combinatior¢ount for :
defensive intangible asset as a separate unitcouating which should be amortized to expense theperiod the
asset diminishes in value. EITF 08-7 is effectimefiscal years beginning after December 15, 2008, early
adoption prohibited. We are currently evaluating ithpact of the pending adoption of EITF 08-7 on ou
consolidated financial statements.

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 reioed
intangible asset under FASB Statement No. Gtiddwill and Other Intangible Assets. FSP FAS 142-3

5
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2008
(Unaudited)

is effective for fiscal years beginning after Ded@m15, 2008 and early adoption is prohibited. \Aeecairrently
evaluating the impact of the pending adoption d® FAS 142-3 on our consolidated financial statement

Derivative | 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 whgrgity uses derivative instruments, how derivathstruments
and related hedged items are accounted for undezrént 133 and its related interpretations and denivative
instruments and related hedged items affect aty&ntinancial position, financial performance, arakh 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 Kb (evised 2007 Business
Combinations . The standard changes the accounting for busgmsbinations including the measurement of
acquirer shares issued in consideration for a legsicombination, the recognition of contingent marstion, the
accounting for pre-acquisition gain and loss caygirties, the recognition of capitalized in-proaesearch and
development, the accounting for acquisition relagsiructuring liabilities, the treatment of acdfios related
transaction costs and the recognition of changésdmcquirer’s income tax valuation allowancete&tent 141(R)
is effective for fiscal years beginning after Det®m15, 2008, with early adoption prohibited. We eurrently
evaluating the impact of the pending adoption af&hent 141(R) on our consolidated financial statas We
currently believe that the adoption of Statemerit(R3 will result in the recognition of certain typef expenses in
our results of operations that are currently cdipéd pursuant to existing accounting standardsyrayst other
potential impacts.

Accounting and Reporting of Noncontrolling Interests. In December 2007, the FASB issued Statement Bl@, 1
Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51 . The standard
changes the accounting for noncontrolling (mingrityerests in consolidated financial statementtuding the
requirements to classify noncontrolling interestsilaomponent of consolidated stockholders’ egaityg, the
elimination of “minority interest” accounting ingelts of operations with earnings attributable dacontrolling
interests reported as a part of consolidated egsniidditionally, Statement 160 revises the acdagrfor both
increases and decreases in a parent’s controNimgiship interest. Statement 160 is effective ifsrdl years
beginning after December 15, 2008, with early aidogbrohibited. We are currently evaluating the auipof the
pending adoption of Statement 160 on our cons@aifihancial statements.

Fair Value Measurements. In September 2006, the FASB issued StatemeniBlig.Fair Value Measurements.
Statement 157 defines fair value, establishearadwork for measuring fair value and expandsvalune
measurement disclosures. In February 2008, the H88E:d 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 Statement 13 and FASB Staff Position
No. FAS 15™-2, Effective Date of FASB Satement No. 157 . Collectively, the Staff Positions defer the effee date
of Statement 157 to fiscal years beginning aftevéxiaber 15, 2008 for nonfinancial assets and nonéiad
liabilities except for items that are recognizedimclosed at fair value on a recurring basis astl@annually, and
amend the scope of Statement 157. In additionciolazr 2008 the FASB issued FASB Staff Position
FAS 157-3 Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not Active, which
clarified the application of how the fair valueafinancial asset is determined when the marketiairfinancial
asset is inactive. FSP No. 157-3 was effective ugsuance, including prior periods for which finethstatements
had not been issued. As described in Note 3, we hdopted Statement 157 and the related FASBsiaitions
except for those items specifically deferred urfe®P No. FAS 157-2. We are currently evaluatinghgact of the
full adoption of Statement 157 on our consoliddtedncial statements.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2008
(Unaudited)

2. ACQUISITIONS
Fiscal 2009 Acquisitions

During the first half of fiscal 2009, we acquirezl/eral companies and purchased certain technolodyy a
development assets primarily to expand our offeahgpplications products. These acquisitions werte
individually significant. In the aggregate, thealgburchase price for these acquisitions was ajpmately

$1.1 billion, which consisted of $1.1 billion ingtg $1 million for the fair value of stock awardsamed and

$9 million for transaction costs. In allocating tinéal purchase price for these acquisitions baseestimated fair
values, we preliminarily recorded $654 million afaglwill, $545 million of identifiable intangible ssts,

$98 million of net tangible liabilities (resultimrimarily from deferred tax and restructuring lig#s assumed as a
part of these transactions) and $6 million of ing@ss research and development. The preliminaygaibns of the
various purchase prices were based upon prelimivenations and our estimates and assumptionsubjecs to
change. The primary areas of the purchase prioealbns that were not yet finalized related tdaiarrestructuring
liabilities, intangible assets, legal matters, meoand non-income based taxes and residual goodwill

Fiscal 2008 Acquisitions
BEA Systems, Inc.

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

The total purchase price for BEA was $8.6 billiohieh consisted of $8.3 billion in cash paid to dogthe
outstanding common stock of BEA, $225 million foetfair value of BEA options assumed and restristedk
awards exchanged and $10 million for acquisitidategl transaction costs. In allocating the purclpaie based on
estimated fair values, we preliminarily recordegragimately $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 wasdubhupon a preliminary valuation and our estimates
assumptions are subject to change. The primang afethose purchase price allocations that areetdfinalized
relate to certain restructuring liabilities, legadtters, income and non-income based taxes araligtgjoodwill.

Other Acquisitions

During fiscal 2008, we acquired several other camgxaand purchased certain technology and develojpassets.
Our fiscal 2008 acquisitions, other than BEA, weog significant individually or in the aggregateeWave include
the effects of these transactions in our resultgpefations prospectively from the respective datdébe
acquisitions. The preliminary purchase price allimee for each of these acquisitions were based aporeliminary
valuation and our estimates and assumptions féaioesf these acquisitions are subject to change.primary are:
of those purchase price allocations that are nidfiyalized relate to certain legal matters, inccane non-income
based taxes and residual goodwill.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information i tlable below summarizes the combined results efatipns for
Oracle, BEA and certain other companies that welised since the beginning of fiscal 2008 (which ever
collectively significant for purposes of unaudifg® forma financial information disclosure) as tgbuhe
companies were combined as of the beginning o&lfi2808. The pro forma financial information fol périods
presented also includes the business combinatimuating effects resulting from these acquisitiotduding
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2008
(Unaudited)

amortization charges from acquired intangible asstbck-based compensation charges for unvesiekl atvards
assumed, adjustments to interest expense for bimgsvand the related tax effects as though theeafentioned
companies were combined as of the beginning o&lfi2808. The pro forma financial information asgemated
below is for informational purposes only and is imalicative of the results of operations that wolséve been
achieved if the acquisitions and any borrowingseautaken to finance these acquisitions had takereathe
beginning of fiscal 2008.

The unaudited pro forma financial information fbe three and six months ended November 30, 2008icexh the
historical results of Oracle for the three andrebnths ended November 30, 2008 and the histogsailts of certai
other companies that we acquired since the begimfifiscal 2009 (which were collectively signifitafor purpose
of unaudited pro forma financial information disslime) based upon their respective previous rempptamiods and
the dates that these companies were acquired andghe pro forma adjustments’ effects listed &bov

The unaudited pro forma financial information foe three and six months ended November 30, 200 bicech the
historical results of Oracle for the three andrabnths ended November 30, 2007 and, due to diffeseim our
reporting periods, the historical results of BEA floe three and six months ended October 31, 20t the
historical results of certain other companies Waiacquired since the beginning of fiscal 2008 ¢hwere
collectively significant for purposes of unaudifgw forma financial information disclosure) basgadw their
respective previous reporting periods and the daese companies were acquired by us, and theopreaf
adjustments’ effects listed above. The unauditefigpma financial information was as follows for ttheee and six
months ended November 30, 2008 and 2007:

Three Months Ended Six Months Ended
November 30, November 30,
(in millions, except per share data 2008 2007 2008 2007
Total revenue $ 564 $ 5771 $ 11,048 $ 10,75
Net income $ 129« $ 1206 $ 236 $ 1,93¢
Basic earnings per she $ 028 % 024 $ 0.4¢ % 0.3¢
Diluted earnings per sha $ 028 % 02: % 04t % 0.317

3. FAIR VALUE MEASUREMENTS

On June 1, 2008, we adopted FASB Statement No.FEbi7 Value Measurements and certain related FASB staff
positions. The adoption of Statement 157 and relptsitions did not have a material impact on @unsolidated
financial statements. Statement 157 defines fdirevas the price that would be received from sgliin asset or pe
to transfer a liability in an orderly transactioetlveen market participants at the measurement\déten
determining the fair value measurements for asselddiabilities required to be recorded at fairnealwe consider
the principal or most advantageous market in whiehwould transact and consider assumptions thatehar
participants would use when pricing the assetatility, such as inherent risk, transfer restrieipand risk of
nonperformance.

Statement 157 also establishes a fair value higyatat requires an entity to maximize the usebsfeovable inputs
and minimize the use of unobservable inputs wheasonéng fair value. A financial instrument’s categation
within the fair value hierarchy is based upon thedst level of input that is significant to therfaalue
measurement. Statement 157 establishes three tEvialsuts that may 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
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2008
(Unaudited)

markets that are not active, or other inputs thatdservable or can be corroborated by observaaiket
data for substantially the full term of the assmtBabilities; or

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

Our significant financial assets and liabilitiesasared at fair value on a recurring basis, exclydiccrued interest
components, consisted of the following types ofrimaents as of November 30, 2008 (Level 1 and Atspre
defined above):

Fair Value Measurements Using Input Type

(in millions) Level 1 Level 2 Total
Assets:
Money market fund $ 487 % — % 487
U.S. Treasury, U.S. government and U.S. governmgency debt securiti¢ 1,171 — 1,171
Commercial paper debt securit — 2,23( 2,23(
Corporate debt securities and ot — 1,15¢€ 1,15¢€
Total financial assef $ 1,65¢ $ 3,38 $ 5,04¢
Liabilities:
Derivative financial instrument liabilitie $ — 3 67 $ 67
Total financial liabilities $ — 67 $ 67

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 valtial other
instruments listed in the table above, substagtallof which mature within one year and the ceupérties 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 magjeduch as
discounted cash flow techniques, with all significeaputs derived from or corroborated by obsergabbrket data.
Our discounted cash flow techniques use observaht&et inputs, such as LIBOR-based yield curved,amrency
spot and forward rates.

4. GOODWILL AND INTANGIBLE ASSETS

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

Weighted

Intangible Assets, Gros¢ Accumulated Amortization Intangible Assets, Net Average
May 31, November 30 May 31, November 30 May 31, November 30 Useful
Dollars in millions) 2008 Additions 2008 2008 Expense 2008 2008 2008 Life
Software support agreements and related relatipa $ 484¢ $ 157 $ 5,006 $ (1,059 $ (279 $ (1329 $ 3791 $ 3,68: 9 year.
Developed technolog 3,607 21C 3,817 (1,209 (354) (1,557) 2,40¢ 2,26( 5year:
Core technolog: 1,427 69 1,49¢ (432) (125) (557) 99t 93¢ 6 year:
Customer relationshif 1,18 10¢ 1,282 (a7¢) (72) (242) 1,012 1,041 8 year:
Trademarks 262 9 271 (76) (16) (92) 18€ 17¢ 7 year:
Total $ 1132 $ 548 $ 1187 $ (293) $ (839 $ (3779 $ 839 $ 810
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Total amortization expense related to our intargédsets was $427 million and $839 million forttivee and six
months ended November 30, 2008, respectively aAf $#llion and $575 million for the three and siomnths
ended November 30, 2007, respectively. As of Novan30, 2008, estimated future amortization expealsded to
our intangible assets was $886 million for the riemer of fiscal 2009, $1.6 billion in fiscal 20181.4 billion in
fiscal 2011, $1.2 billion in fiscal 2012, $1.1 m in fiscal 2013, $876 million in fiscal 2014 a#d.1 billion
thereafter.

The changes in the carrying amount of goodwill,ckhis generally not deductible for tax purposesppgrating
segment for the six months ended November 30, 208 as follows:

Software
License
New Updates anc
Software Product
(in millions) Licenses Support Services Other ) Total

Balances as of May 31, 20 $ 4056 $ 8028 $ 155( $ 4,358 $ 17,99!
Allocation of goodwill() 1,25¢ 2,907 19C (4,35%) —
Other acquisition goodwi 34z 262 48 2 654
Goodwill adjustment® (13) (37) (8) — (58)
Balances as of November 30, 2( $ 564t $ 1116 $ 1,78 % 2 $ 18,58

1) Represents the goodwill allocation associated wetttain acquisitions that was allocated to our afieg segments upon tl
completion of certain valuation

@ Pursuant to our business combinations accountitigypave record goodwill adjustments for the effeatgoodwill of
changes to net assets acquired during the purghiageallocation period (generally, up to one yieam date of acquisition

5. RESTRUCTURING ACTIVITIES
Fiscal 2008 Oracle Restructuring Plan

During the second quarter of fiscal 2008, our manaant approved, committed to and initiated plamgs$tructure
and improve efficiencies in our Oracle-based opanatas a result of certain management and orgzomiza
changes and our recent acquisitions (the 2008 Hhamjng the fourth quarter of fiscal 2008, the ®lan was
amended to include the expected effects resultomg bur acquisition of BEA. The total estimatedtmesturing
costs (primarily related to employee severance)@ated with the 2008 Plan are $111 million and & recorded
to the restructuring expense line item within oomsolidated statements of operations as they aocgnézed. In the
first half of fiscal 2009 we recorded $31 milliohrestructuring expenses and in fiscal 2008 we naemb $41 millior
of restructuring expenses in connection with the&@Blan. We expect to incur the majority of the agrng

$39 million over the remainder of fiscal 2009. Actyanges to the estimates of executing the 2008viAlbbe
reflected in our future results of operations.

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 efficienaiesur operations. The total estimated restrungudosts
associated with exiting activities of BEA were $280lion, consisting of estimated severance, excasifities
obligations through fiscal 2014 as well as othstrrecturing costs. The total restructuring costoamted with
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exiting activities of Hyperion were $108 milliommsisting of severance, excess facilities obligetithrough fiscal
2017, as well as other restructuring costs. Tha testructuring costs associated with exitingwvitigis of Siebel
were $583 million, consisting of severance, exdastities obligations through fiscal 2022, and ethestructuring
costs.

These costs were originally recognized as liabgitissumed in each of the respective business iatianis 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 restructuringlaill be recorded as an adjustment to goodwilkfimitely.
Increases to the estimates of the BEA Restructui®iag will be recorded as an adjustment to gooditing 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 Restructuring Plans
Total Total
Accrued Six Months Ended November 30, 200  Accrued Costs  Expectec
May 31, Initial  Adj. to Cash Nov. 30, Accrued Program
(in millions) 20082 Costs® Cost® Payments Other ® 2008@  to Date Costs
Fiscal 2008 Oracle Restructuring Plar
New software license $ 10%$ 12 $ — $ (122% — $ 10 $ 29 $ 55
Software license updates and product sug 5 1 — 2) — 4 7 8
Services 6 15 — (15) — 6 25 31
Other® 2 3 — (3) — 2 11 17
Total Fiscal 2008 Oracle Restructuri $ 23 3M$ —$ 3% — % 2223% 72 % 111
BEA Restructuring Plan
Severanct $ 112 $ B)$ — $ (B8 $ (2% 67 $ 148 $ 14¢
Facilities 63 2 — (12) ©)] 51 65 65
Contracts and othe 14 2 — [©)] — 13 17 17
Total BEA Restructurin $ 18 $ (HS$ — $ (2% (B $ 131 $ 23C $ 23C
Hyperion Restructuring Plan
Severanct $ 3% —$ — § % 9% 2438 41 $ 47
Facilities 34 — (20C) 8) (5) 11 40 40
Contracts and othe 14 — — (1) — 13 21 21
Total Hyperion Restructurin $ 81 $ — $(10S$ (@16 (H$ 48 $ 10€ $ 10¢€
Siebel Restructuring Plan
Severanct $ 1%$ —3$ — 8 — $ — 3 1 $ 60 $ 60
Facilities 17¢ — 8 (24) (16) 147 482 482
Contracts and othe 12 — — — — 12 41 41
Total Siebel Restructurin $ 192 $ — $ 8 3% (29 $ (16) $ 16C $ 58 $ 582
Total Other Restructuring Pla $ 83 3% —$ 238 (183 (B $ 59
Total Restructuring Plans () $ 56 $ 30 $ — $ (142 $ (36 $ 4

@) Includes severance costs associated with reseacctievelopment, and general and administrativetimmg, and certain other facility related
costs.

(@ Accrued restructuring at November 30, 2008 and Bthy2008 was $420 million and $568 million, respety. The balances include
$236 million and $308 million recorded in otherm@nt liabilities and $184 million and $260 millisecorded in other noourrent liabilities ir
the accompanying condensed consolidated balanetssiteNovember 30, 2008 and May 31, 2008, respeygt

® Initial costs recorded for the respective restrrintuplans.

(4 Adjustment increases to the Siebel Restructuriag Rlere included in our condensed consolidatedrseit of operations (acquisition related
and other expenses) for the first half of fiscaD20Adjustment decreases to the Hyperion Restrimgfd?lan were recorded to goodw

® Primarily represents foreign currency translatidjuatments

© Restructuring plans included in this footnote repre those plans that management has deemed cagni
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6. DEFERRED REVENUES
Deferred revenues consisted of the following:
November 30 May 31,

(in millions) 2008 2008
Software license updates and product suf. $ 345 $ 3,93¢
Services 26¢€ 332
New software license 165 22C

Deferred revenues, curre 3,881 4,49

Deferred revenues, n-current 211 262

Total deferred revenut $ 4092 $ 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 accepianowisions, software license transactions thahctbe
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 $80 milliand $51 million for the three months ended Noven3er2008
and 2007, respectively, and $171 million and $118an for the six months ended November 30, 2008 2007,
respectively, which would have been otherwise mediby our acquired businesses as independengesntit

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 arranganthat
purports to contractually burden Oracle, as a tegwdur 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, theodatdrich we acquired a controlling interest in ple§oft. The
contingent payment obligation, which typically engs 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 th® @Ayments are
triggered.
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The maximum potential penalty under the CAP, bysiagr, as of November 30, 2008 was as follows:

Maximum Potential

Dates Offered to Customer<d) Penalty
CAP Version Start Date End Date (in millions)

Version 1 June 1, 200: September 12, 201  $ —
Version 2 September 12, 200 September 30, 20! —
Version 3 September 30, 200 November 7, 200 —
Version 4 November 18, 20( June 30, 200 —
Version 5 June 16, 200 December 28, 20( —
Version 6 October 12, 2000  December 28, 20( 842

$ 84

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

We have concluded that, as of the date of the aitiui, the penalty provisions under the CAP repnésd a
contingent liability of Oracle. The aggregate pterCAP obligation as of November 30, 2008 was384llion.
Most of the CAP provisions have expired or havenbeenoved from these licensing arrangements. Wedaxhe
significant majority of the remaining CAP provis®to expire by the end of calendar 2008. We hateetorded a
liability related to the CAP, as we do not beliévis probable that our post-acquisition activitietated to the
PeopleSoft and JD Edwards product lines will trigage obligation to make any payment pursuant taCth®. While
no assurance can be given as to the ultimate oetcdrany litigation, we believe we would also haubstantial
defenses with respect to the legality and enfoiitigabf the CAP contract provisions in responseatty 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 stock. On
October 20, 2008 we announced that our Board addbors had approved the expansion of our repurghraggam
by $8.0 billion and as of November 30, 2008, appnately $7.7 billion was available for share refases
pursuant to our stock repurchase program. We repserl approximately 140.1 million shares for $2l®h
during the six months ended November 30, 2008\ dinh approximately 11.0 million shares for $17@lion that
were repurchased but not settled at November 3i8)28hd 49.0 million shares for $1.0 billion durithg six
months ended November 30, 2007 (including approteind..2 million shares for $24 million that weepurchase
but not settled at November 30, 2007) under thdicgige repurchase programs authorized.

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitgiawill
depend on factors such as our working capital nemdscash requirements for acquisitions, our defpayment
obligations or repurchases of our debt, our stodepand economic and market conditions. Our stepkirchases
may be effected from time to time through open rabgurchases or pursuant to a Rule 10b5-1 plansuk
repurchase program may be accelerated, susperglaged or discontinued at any time.
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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 Six Months Ended
November 30, November 30,

(in millions) 2008 2007 2008 2007
Sales and marketir $ 16 $ 13 3 35 % 26
Software license updates and product sug 3 3 6 7
Cost of service 3 3 6 8
Research and developmt 45 25 82 52
General and administratiy 22 19 46 38
Acquisition related and oth 6 4 11 37

Total stocl-based compensati $ 95 9 67 9 18¢ 3 16¢

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
$7 million and an increase of $8 million to ourcktébased compensation expense for the six montfeden
November 30, 2008 and 2007, respectively (nomimaéfl other periods presente

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 and ultimately how much we recognizaakshased compensation expense. The fair valeenployee
and director stock options granted and optionsrasdurom acquisitions, were estimated at the diaggamt or date
of acquisition for acquired options assumed. Thighted average input assumptions used and restifingalues
were as follows for the three and six months endedember 30, 2008 and 2007:

Three Months Ended Six Months Ended
November 30, November 30,

2008 2007 2008 2007
Expected life (in years 4.¢ 4.7 5.3 5.3
Risk-free interest rat 2.7% 4.2% 3.3% 5.0%
Volatility 40% 31% 36% 27%
Dividend yield — — — —
Weighted average fair value of gra $ 67¢ $ 71C $ 791 $ 7.1

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 optis. Our expected dividend yield input is zero asde not
currently pay cash dividends on our common stockdmnot anticipate doing so for the foreseeattieréu

9. INCOME TAXES

The effective tax rate for the periods presentdtidsesult 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 considered as irigdfineinvested
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in foreign operations. Our effective tax rate was0% and 27.4% for the three and six months endraiber 30,
2008, respectively, and 28.2% and 28.9% for theetland six months ended November 30, 2007, resphcti

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 Six Months Ended
November 30, November 30,
(in millions) 2008 2007 2008 2007
New software license:
Revenue(l) $ 1,62° $ 1,66F $ 2,857 $ 2,75
Sales and distribution expen: 98C 934 1,94¢ 1,771
Margin @ $ 64 % 731 % 90¢ $ 97¢
Software license updates and product sup
Revenue(®) $ 2,93( $ 2,54: $ 5,95¢ $ 4,98
Cost of service 24C 22¢ 504 442
Margin @ 269C $ 231 $ 545. $ 4,54«
Total software busines
Revenue(®) $ 4,55 $ 4,207 $ 8,81: $ 7,73
Expense! 1,22( 1,162 2,457 2,214
Margin $ 3,33 $ 3,04« $ 6,361 $ 5,52
Consulting:
Revenue(l) $ 83¢ $ 871 $ 1,69/ $ 1,66¢
Cost of service 684 725 1,44(C 1,397
Margin @ $ 152 $ 14¢€ $ 254 $ 26¢
On Demand
Revenue!®) $ 18¢ $ 167 $ 384 $ 32¢
Cost of service 13€ 1432 282 28C
Margin @ $ 583 % 24 3 10z  $ 46
Education:
Revenue(l) $ 10¢ $ 11¢ $ 21€ $ 22¢
Cost of service 74 80 153 15E
Margin @ $ KIS 39 % 65 $ 73
Total services busines
Revenue(®) $ 1,13¢ $ 1,157 $ 2,29¢ $ 2,220
Cost of service 894 94¢ 1,87¢ 1,83z
Margin $ 24C $ 211 $ 421 $ 38¢
Totals:
Revenue!®) $ 5,68% $ 5,36/ $ 11,10¢ $ 9,95%
Expense! 2,114 2,10¢ 4,321 4,04¢
Margin 2 $ 357 $ 3258 $ 6,78 $ 5,917

(1) Operating segment revenues differ from the exte@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 $8Gamiind $51 million of revenues that we did nobgruze in the
accompanying condensed consolidated statementseadtions for the three months ended November@@8 2nd 2007,
respectively, and $171 million and $115 million fbe six months ended November 30, 2008 and 2@8pectively. See
Note 6 for an explanation of these adjustmentstb@dollowing table for a reconciliation of operaisegment revenues
total revenues

@ The margins reported reflect only the direct cdtahde costs of each line of business and do nuesent the actual margins
for each operating segment because they do natioaam allocation of product development, informatiechnology,
marketing and partner programs, and corporate andrgl and administrative expenses incurred inatigb the lines of
business. Additionally, the margins do not reflbet 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 Six Months Ended
November 30, November 30,

(in_millions) 2008 2007 2008 2007
Total revenues for reportable segme $ 5681 $ 536¢ $ 11,10¢ $ 9,957
Software license updates and product support res®) (80) (51) (171) (115)
Total revenue $ 5607 $ 531: $ 10,93t $ 9,847
Total margin for reportable segme $ 3,57: $ 3,258 $ 6,782 $ 5,911
Software license updates and product support res®) (80) (51) a7y (115
Product development and information technology aspe (699) (745) (1,46%) (1,459
Marketing and partner program expen (11€) (122) (210 (214
Corporate and general and administrative expe (14¢€) (16€) (312 (339
Amortization of intangible asse (427) (290) (839 (575
Acquisition related and oth: (21) (22 (72) (68)
Restructuring a7 (6) 31) (6)
Stock-based compensatic (89 (63 a7s) (131
Interest expens (157) (89 (317) (183%)
Non-operating income, ne 4 11€ 78 18¢
Income before provision for income tay $ 1,82¢ $ 181t $ 3,26¢ $ 3,01¢

() Software license updates and product support rexgefur management reporting include $80 million $&d million of
revenues that we did not recognize in the acconipgrgondensed consolidated statements of operdtorise three montt
ended November 30, 2008 and 2007, respectivelybard million and $115 million for the six monthsdexd November 30,
2008 and 2007, respectively. See Note 6 for ana@gpion of these adjustments and this table fecanciliation of operatin
segment revenues to total revent
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11. EARNINGS PER SHARE

Basic earnings per share is computed by dividirtgnumme for the period by the weighted average remof
common shares outstanding during the period. Qdlernings per share is computed by dividing nedrime for the
period by the weighted average number of commoreshazutstanding during the period, plus the dikitfect of
outstanding stock awards and shares issuable timelemployee stock purchase plan using the treasock
method. The following table sets forth the com@atabf basic and diluted earnings per share:

Three Months Ended Six Months Ended
November 30, November 30,

(in millions, except per share data 2008 2007 2008 2007
Net income $ 129 $ 1308 $ 2370 $ 2,14
Weighted average common shares outstan 5,127 5,12t 5,14( 5,117
Dilutive effect of employee stock pla 60 107 71 107
Diluted weighted average common shares outstar 5,187 5,23 5,211 5,224
Basic earnings per she $ 028 $ 028 $ 046 $ 04z
Diluted earnings per sha $ 028 $ 028 $ 046 $ 041
Shares subject to a-dilutive stock options excluded from calculati®) 18t 10C 164 96

@) These weighted shares relate to anti-dilutive styations as calculated using the treasury stockaukefdescribed above) and could be
dilutive in the future

12. LEGAL PROCEEDINGS
Securities Class Action

Stockholder class actions were filed in the Unibeates District Court for the Northern District@alifornia against
us and our Chief Executive Officer on and after &a®, 2001. Between March 2002 and March 2003¢dlet
dismissed plaintiffs’ consolidated complaint, fisshended complaint and a revised second amendeglaomThe
last dismissal was with prejudice. On Septemb@004, the United States Court of Appeals for thetiNCircuit
reversed the dismissal order and remanded thefaaBether proceedings. The revised second amendetplaint
named our Chief Executive Officer, our then Chiefdncial Officer (who currently is Chairman of dBoard of
Directors) and a former Executive Vice Presidendefendants. This complaint was brought on beHgiuochasers
of our stock during the period from December 14®@through March 1, 2001. Plaintiffs alleged thwet tefendants
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 stockioiation of
federal securities laws. Plaintiffs further allegbdt 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 Chieddxive
Officer. On August 7, 2007, plaintiffs filed amenldeersions of these motions. On October 5, 20@in{iffs filed a
motion seeking a default judgment against defersdantarious other sanctions because of defendaltegied
destruction of evidence. A hearing on all theseiomstwas held on December 20, 2007. On April 7 32@@e case
was reassigned to a new judge. On June 27, 2088ptirt ordered supplemental briefing on plaintginctions
motion. On September 2, 2008, the court issued@er aenying plaintiffs’ motion for partial summandgment
against all defendants. The order also deniediingoal granted in part plaintiffs’ motion for saiocis. The court
denied plaintiffs’ request that judgment be entereplaintiffs’ favor due to the alleged destructiof evidence, and
the court found that no sanctions were appropfa@teeveral categories of evidence. The court faimadl sanctions
in the form of adverse inferences were appropf@ténvo categories of evidence: e-mails from oure€Executive
Officer’s account, and materials that had been
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created in connection with a book regarding oure€Eixecutive Officer. The court then denied deferislamotion
for summary judgment and plaintiffs’ motion for somary judgment against our Chief Executive Officed a
directed the parties to revise anditethese motions to clearly specify the precisatours of the adverse inferen
that should be drawn, and to take these infereintesiccount with regard to the propriety of sumyrjadgment.
The court also directed the parties to addressiodggal issues in the briefing. On October 2@&@efendants
filed a motion for summary judgment, and plaintfifed a motion for summary judgment against oure€h
Executive Officer. The parties also filed severations challenging the admissibility of the testmpaf various
expert witnesses. Opposition briefs were filed avéimber 17, and reply briefs were filed on Decenit#r2008. £
hearing on all these motions is scheduled for J38@, 2009. On October 13, 2008, the parties gipeted in a
court-ordered mediation, which did not result ipestlement. A trial date has been set for Marci2809. Plaintiffs
seek unspecified damages plus interest, attorrfiegs’and costs, and equitable and injunctive ralif believe that
we have meritorious defenses against this actiothyee will continue to vigorously defend it.

EpicRealm Intellectual Property Litigation

On June 30, 2006, we filed a declaratory judgmetiba against EpicRealm Licensing, LP (“EpicRealnni’the
United States District Court, District of Delawasegking a judicial declaration of noninfringemand invalidity of
U.S. Patent Nos. 5,894,554 (the ‘554 Patent) ati56335B1 (the ‘335 Patent). We filed the lawsaitowing the
resolution of an indemnification claim by one of austomers related to EpicRealm’s assertion of364 Patent
and ‘335 Patent against the customer in a patéimgement case in the United States District Céarthe Eastern
District of Texas.

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

The parties have completed discovery and filedfilbgeon claim construction and summary judgmentiong. A
Markman hearing and oral argument on summary jusgmetions were held October 3, 2008. A court-oeder
mediation was held on October 8, 2008, which didrasult in a settlement. On December 4, 2008¢thet issued
an order granting summary judgment that our Weth€alnternet Application Server, and RAC Databaseat
infringe the patents. The court also denied ouriondbr summary judgment that the patents are idyahd denied
in part and granted in part EpicRealm’s motionfemmary judgment that certain prior art referertteaot
invalidate the patents through anticipation. Tisedcheduled to begin on January 12, 2009, onssstiavalidity,
with a pretrial conference set for January 7, 2088.will continue to pursue this action vigorously.

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 aegdligent 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 inffement of the federal Copyright Act and breachanftract,
and
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dropping the conversion and separately pled coaspiclaims. On July 2, 2007 the SAP Defendantstftheir
Answer and Affirmative Defenses, acknowledging fhatnorrowNow had made some “inappropriate downlbads
and otherwise denying the claims alleged in thetimended Complaint. The parties are engagedsitodery and
continue to negotiate a Preservation Order. At oaageagement 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#tained in the Second Amended Complaint, Oraltdéges
that TomorrowNow’s business model relied on illegapies of Oracle’s underlying software applicasi@md that
TomorrowNow used these copies as generic softwaneanments that TomorrowNow then used to createsfianc
updates, to service customers and to train empdoyidee Second Amended Complaint also allegesltleatt
practices may have extended to other Oracle predindiuding Siebel products.

On October 8, 2008, Oracle filed a Third Amendedn@laint pursuant to stipulation. The Third Amended
Complaint made some changes relating to the Oaietiff entities (removing Oracle Corporation aadding
Oracle Systems Corporation, Oracle EMEA Ltd., amd Edwards Europe Ltd.) but did not change thestutiive
allegations. On October 15, 2008, the SAP Defersdiliet a motion to dismiss portions of the Thirchénded
Complaint, and after full briefing, the court heamdl argument on November 26, 2008. On Decembg20®8, the
court issued an order granting in part and denyirgart the motion. The court dismissed with prégedhe claims
asserted by plaintiffs JD Edwards Europe Ltd. angc® Systems Corporation, and denied the motiail iother
respects. The parties are engaged in discoverycaseis scheduled for trial in February 2010.

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 cmmgs 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 vailleha
materially adverse effect on our consolidated faiaposition, results of operations or cash flows.

22




Table of Contents

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 longterm strategic plan. These offerings are enha
by our acquisitions. We invest billions of dollamsresearch and development each year to enhamexisting
portfolio of products and services and to develew 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 repré2e 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 those quarterly periods and because certaonrofosts are predominantly fixed in the shornter
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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 also offer support for our Oracle VM serv
virtualization software. Substantially all of ouwrstomers renew their software license updates esttlipt support
contracts annually. The growth of software licenpdates and product support revenues is primanflyenced by
three factors: (1) the renewal rate of our suppontract base, (2) the amount of new support cotstigold in
connection with the sale of new software licenaes, (3) the support contract base assumed from aoiepwe
have acquired.

Software license updates and product support regemnhich represented approximately 48% of out teteenues
on a trailing 4-quarter basis, is our highest nmalgisiness unit. Support margins over the tradirguarters were
84%, and account for 78% of our total margins dliersame respective period. Our software licensatgpand
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 updatespaoduct support revenues would continue to grow
comparison to the corresponding prior year persxliming renewal and cancellation rates and foreign
currency rates remained relatively constant sinbstsntially all new software license transactiadd to oul
support contract bas

* our acquisitions have increased our support conr@se, as well as the portfolio of products awdéldao be
licensed and supporte

We record adjustments to reduce support obligatigssmed in business acquisitions to their estuifaievalues ¢
the acquisition dates. As a result, as requiredusyness combination accounting rules, we did ecbgnize
software license updates and product support regerelated to support contracts that would have b#deerwise
recorded by the acquired businesses as indepeendétnts in the amount of $80 million and $51 roifiiin the three
months ended November 30, 2008 and 2007, resphgtare $171 million and $115 million in the six ntbs
ended November 30, 2008 and 2007, respectivelyhd@extent underlying support contracts are renemitfdus
following an acquisition, we will recognize the exwes for the full value of the support contraetsrahe support
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 on a conafamgncy basis primarily due to an increase in
application implementations resulting from highales of certain of our new software applicationsrahe past ye
and our recent acquisitions. The amount of commlttvenues recognized tends to lag software revesaognition
by several quarters since consulting serviceqjrifipased, are typically performed after the purelesiew softwal
licenses. Our consulting revenues are dependemt ggioeral economic conditions and the level of sefiware
license sales, particularly our application prodsaies. To the extent we are able to grow our ridtware license
revenues, in particular our application producerayes, we would also expect to be able to growconsulting
revenues.

On Demand: On Demand includes Oracle On Demand, CRM On Demaad our Advanced Customer Services
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 busiteess
support current and future revenue growth, whicldnically has negatively impacted On Demand margimd may
continue to do so in the future.

Education: The purpose of our education services is to &rrthe adoption and usage of our software products
our customers and to create opportunities to gromsoftware revenues. Education revenues are iragédost
general economic conditions, personnel reductinmir customers’ information technology departmetigbter
controls over discretionary spending and greaterafi®utsourcing solutions.

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 half of fiscal 2009, there were significant changes in our critical accountingigiels and
estimates. You should refer to Management’s Disonsand Analysis of Financial Condition and Resofts
Operations contained in Part Il, Item 7 of our Aahldeport on Form 10-K for our fiscal year endedyNa, 2008
for a more complete discussion of our critical ao@g policies and estimates.

Results of Operations

The comparability of our operating results in teeand quarter and first half of fiscal 2009 compasgth the same
periods in fiscal 2008 is impacted by our acquasis, primarily the acquisition of BEA in our fourgfuarter of fisca
2008.

In our discussion of changes in our results of apens from the second quarter and first half s¢dl 2009
compared to the corresponding periods in the gear, we quantify the contribution of our acquiprdducts (for
acquisitions that were completed since the begiofrthe second quarter of fiscal 2008) to the ghoww new
software license revenues and to the growth imso# license updates and product support revekliveslso
present supplemental disclosures related to cectairges. Although certain revenue and expenseilsotivns frorn
our acquisitions are quantifiable, we are unablie¢atify the following:

« the contribution of the significant majority of oservices revenues from acquired companies duniag t
second quarter and first half of fiscal 2009 asdfigaificant majority of these services had bedly fu
integrated into our existing operations; ¢

« the contribution of the significant majority of tk&penses associated with acquired products aviteer
during the second quarter and first half of fis2@09 as the significant majority of these expetmsesbeen
fully integrated into our existing operatiol

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

« the quantifications cannot address the substaffiadts attributable to our sales force integragéforts, in
particular the effect of having a single sales daoéfer 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 mdoict
categor—therefore, we provided multiple products with sabsally similar features and functionality; a

« although substantially all of our customers, inghgdcustomers from acquired companies, renew their
software license updates and product support atstvehen the contracts are eligible for renewalkyamts
shown as support deferred revenues in our suppkahdiaclosure related to certain charges (seen)edoe
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 compensagtlans, which are common in the software industhe operating
margins of our businesses are affected by seafamtals in a similar manner as our revenues (itiquaar, our new
software licenses business) as certain expenskmwilir cost structure are relatively fixed in ghert-term.

Constant Currency Presentation

Our international operations have provided and eahitinue to provide a significant portion of oatal revenues
and expenses. As a result, total revenues and sepevill continue to be affected by changes indtt& Dollar
against major international currencies. In ordgurmvide a framework for assessing how our undegljdusinesses
performed excluding the effect of foreign curreflagtuations, we compare the percent change imehelts from
one period to another period in this Quarterly Repsing constant currency disclosure. To predaatibformation,
current and comparative prior period results fdities reporting in currencies other than U.S. Bidlare converted
into U.S. Dollars at the exchange rate in effecMay 31, 2008, which was the last day of our pfiscal year,
rather than the actual exchange rates in effeéhgaine respective periods. For example, if antgnéiporting in
Euros had revenues of 1.0 million Euros from prasisold on November 30, 2008 and November 30, 2007,
financial statements would reflect revenues of @Irllion in the first half of fiscal 2009 (using3D as the month-
end average exchange rate for the period) and $dii8n in the first half of fiscal 2008 (using48 as the month-
end average exchange rate for the period). Theaansurrency presentation would translate thelte$or the thre:
and six months ended November 30, 2008 and 200g tis¢ May 31, 2008 exchange rate and indicatijisn
example, no change in revenues during the penipdath of the tables below, we present the peotentge based
on actual, unrounded results in reported curremclyia constant currency.

Total Revenues and Operating Expenses

Three Months Ended November 30 Six Months Ended November 30
Percent Change Percent Change
(Dollars in millions) 2008 Actual Constant 2007 2008 Actual Constant 2007
Total Revenues by Geography:
Americas $ 2,90/ 9% 12% $ 2,67¢ $ 5,591 11% 12% $ 5,04¢
EMEA ) 1,881 1% 13% 1,86t 3,711 9% 13% 3,39¢
Asia Pacific@ _ 822 6% 3% 774 _ 1,63¢ 17% 18% _ 1,39¢
Total revenue 5,607 6% 12% 5,31: 10,93¢ 11% 13% 9,842
Total Operating Expenses 3,632 3% 8% 3,531 7,442 9% 10% 6,84
Total Operating Margin $ 1,97¢ 11% 20% $ 1,78 $ 3,49¢ 17% 19% $ 2,99¢
Total Operating Margin % 35% 34% 32% 31%
% Revenues by Geography:
Americas 52% 50% 51% 51%
EMEA 34% 35% 34% 35%
Asia Pacific 14% 15% 15% 14%
Total Revenues by Business:
Software $ 4,47¢ 8% 14% $ 4,15¢ $ 8,64¢ 13% 15% $ 7,62¢
Services 1,131 -2% 5% 1,154 2,29( 3% 6% 2,21
Total revenue $ 5,600 6% 12% ¢ 531t $10,93¢ 11% 13% $ 9,84:
% Revenues by Business:
Software 80% 78% 79% 78%
Services 20% 22% 21% 22%

@ Comprised of Europe, the Middle East and Afi

@ Asia Pacific includes Japé
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Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: Our operating results for the second
quarter of fiscal 2009 were significantly impactadthe strengthening of the U.S. Dollar relativetber major
international currencies. These currency varianesslted in a reduction to our total revenues ghooit

6 percentage points during the second quartesclfi2009. On a constant currency basis, totahwe®increased
the second quarter of fiscal 2009 primarily du&itgher new software license revenues in all regiessiting from
increased demand for our database and middlewadaigts, higher software license update and proslymbort
revenues in all regions due to the high attachmegetof support contracts to our new software kesrnand the
renewal of substantially all of our customer suppontracts, and incremental revenues from oumtegequisitions
On a constant currency basis, new software licemsenues contributed 13% to the growth in totaénmes,
software license updates and product support regoontributed 78% and services revenues contdiafe
Excluding the effect of currency rate fluctuatiottee Americas contributed 46% to the increasetal tevenues,
EMEA contributed 39% and Asia Pacific contributés®d.

Currency variances resulted in a reduction to @arating expense growth of 5 percentage pointsaidutie second
quarter of fiscal 2009. Excluding the effect ofreuncy rate fluctuations, the increase in operatixgenses in the
second quarter of fiscal 2009 is primarily due ighler salary expenses and travel expenses (a pafiour travel
expenses are rebillable to our customers as camguéivenues) associated with increased headceveisl|
(primarily resulting from our acquisition of BEA the fourth quarter of fiscal 2008), higher stocséd
compensation expenses (resulting from our assumpfi@EA stock options and a higher fair value atsed with
our fiscal 2009 grants that is primarily attribu&ato a higher volatility input) and higher amodiion of intangible
assets resulting from our acquisitions (primari/ that we completed since the second quarteisoalf 2008.
These increases were partially offset by constameocy decreases in our commissions and bonusisgpand
benefits expenses. The decrease in our benefienegp resulted primarily from a $70 million chaimgexpenses
related to our deferred compensation plan liabilityis benefits expense decrease was offset bysahoour
deferred compensation plan assets. See discussitem tNon-Operating Income, net” below.

Currency variances resulted in a reduction of @gmiage points to our total operating margin grogtfing the
second quarter of fiscal 2009. On a constant cayréasis and reported currency basis, total operatiargin and
total operating margin as a percentage of totanmaes increased during the second quarter of 2020 as the
growth rate of our total revenues exceeded the troate of our total operating expenses due todlatively fixed
nature of certain of our operating expenses irstizat-term.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: Currency variances resulted in a reduction totota
revenues of 2 percentage points during the firftdidiscal 2009. Excluding these currency variasctotal
revenues increased in the first half of fiscal 2608 to similar reasons as noted above. Excludiiegffects of
currency rate fluctuations, new software licenseneies contributed 15% to the growth in total rexssn software
license updates and product support revenues bated 75% and services revenues contributed 10@uéirg the
effect of currency rate fluctuations, the Americastributed 46% to the increase in total revenE&4EA
contributed 34% and Asia Pacific contributed 20%.

On a constant currency basis, the increase in tipgraxpenses, operating margin and operating margia
percentage of revenues in the first half of fi@09 was primarily due to similar reasons as natemi/e.
Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatize 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 predaost-
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 Six Months Ended
November 30, November 30,
(in millions) 2008 2007 2008 2007
Support deferred revenu®) $ 80 % 51 % 171 $ 11¢
Amortization of intangible asse® 427 29C 83¢ 57t
Acquisition related charge®)®) 21 22 71 68
Restructuring® 17 6 31 6
Stocl-based compensati(®) 89 63 17& 131
Income tax effec(®) (184) (122) (359) (259)

$ 45C $ 31C  $ 934 § 63€

@ In connection with purchase price allocations eslab our acquisitions, we have estimated thevtlires 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 amoftiB&0 million and $51 million for the three montsded November 30,
2008 and 2007, respectively, and $171 million ahtB$million for the six months ended November 3M&and 2007,
respectively. Approximately $71 million and $20 lioih of estimated software license updates andywrosupport revenues
related to support contracts assumed will not begeized during the remainder of fiscal 2009 asddi 2010, respectively,
that would otherwise be recognized by the acquiesinesses as independent entities due to thecappli of these business
combination accounting rules. To the extent custemenew these support contracts, we expect t@nime revenues for the
full contract value over the support renewal per

@) Represents the amortization of intangible assefsieed in connection with our acquisitions, prichaBEA, Hyperion,
Siebel and PeopleSoft. As of November 30, 2008 nestd future amortization expenses related togitde assets are as
follows (in millions):

Remainder of Fiscal 20C $ 88¢
Fiscal 201( 1,64t
Fiscal 2011 1,35¢
Fiscal 2012 1,20¢
Fiscal 2012 1,077
Fiscal 201¢ 87¢€
Thereaftel 1,052

Total $ 8,101

® Acquisition related and other expenses primarilysist of in-process research and development egpeatck-based
compensation expenses, integration related profiesisservices, personnel related costs for tramgtiemployees, certain
business combination adjustments after the purghidse allocation period has ended, and certaiaratperating expenses,
net.

@ Restructuring expenses during the first half afdl2009 and fiscal 2008 relate to Oracle empl®gerance in connectic
with a restructuring plan initiated in the seconguder, and amended in the fourth quarter, of Fi20a8.

) Stock-based compensation is included in the follgwoperating expense line items of our condensadatiniated statements
of operations (in millions)

Three Months Ended Six Months Ended
November 30, November 30,
2008 2007 2008 2007
Sales and marketir $ 16 $ 13 $ 35 $ 26
Software license updates and product sug 3 3 6 7
Cost of service 3 3 6 8
Research and developme 45 25 82 52
General and administratiy 22 19 46 38
Subtotal 89 63 17¢& 131
Acquisition related charges and otl 6 4 11 37
Total $ 95 $ 67 $ 18€ $ 16¢€

Stock-based compensation included in acquisititated and other expenses resulted from unvestéohspissumed from
acquisitions whose vesting was accelerated upaniration of the employees pursuant to the ternthade options

® The income tax effects presented were calculatéfttlas above described charges were not includemii results of
operations for each of the respective periods ptese
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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 November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2008 Actual Constant 2007 2008 Actual Constant 2007
New Software License Revenues:
Americas $ 751 0% 3% $ 75z $ 1,28¢ 3% 4% $ 1,251
EMEA 557 -T% 7% 59¢ 97¢ 0% 6% 97€
Asia Pacific 31€ 0% 5% __ 318 _  59¢ 13% 5% __ 52¢
Total revenue 1,62¢ -3% 5% 1,66¢ 2,86: 4% % 2,75¢€
Expenses:
Sales and marketir® 1,13C 4% 11% 1,082 2,22¢ 9% 10% 2,044
Stock-based compensatic 16 25% 25% 13 35 36% 36% 26
Amortization of intangible asse(® 201 51% 51% 132 394 51% 51% 261
Total expens: 1,347 10% 15% 1,227 2,652 14% 15% 2,331
Total Margin $ 208 -37% -23% $ 441 $ 211 -50% -35%  $ 42E
Total Margin % 17% 26% 7% 15%
% Revenues by Geography:
Americas 46% 45% 45% 46%
EMEA 34% 36% 34% 35%
Asia Pacific 20% 19% 21% 19%
Revenues by Product:
Database and middlewa $ 1,14¢€ 4% 122% $ 1,102 $ 2,03¢ 13% 16% $ 1,79¢
Applications 46¢ -15% -9% 552 79¢ -14% -11% 92¢
Total revenues by produ 1,61¢ -3% 5% 1,658 2,83t 4% 7% 2,728
Other revenue 11 -19% -17% 13 30 -5% -5% 31
Total new software license revent $ 1,62¢ -3% 5% $ 1666 $ 2,86: 4% 7% $  2,75¢
% Revenues by Product:
Database and middlewa 71% 67% 2% 66%
Applications 29% 33% 28% 34%

1 ) -
w Excluding stoc-based compensatic

2 N h ’ )
@ Included as a component‘ Amortization of Intangible Asse' in our condensed consolidated statements of opes

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: New software license revenues growth
was unfavorably affected by foreign currency rétetfiations of 8 percentage points in the secoradtgquof fiscal
2009. Excluding the effect of currency rate fludtoms, total new software license revenues incretayes% in the
second quarter of fiscal 2009 as a result of a Ii#¥ease in database and middleware revenuesalpadifset by a
9% decrease in applications revenues. Excludingftfieet of currency rate fluctuations, the Americastributed
29%, EMEA contributed 50% and Asia Pacific conttéii21% to the increase in new software licensemess.

Excluding the effect of currency rate fluctuatiai8 percentage points, database and middlewaenues grew
12% in the second quarter of fiscal 2009 and 15 the trailing 4-quarters as a result of increassdand for our
database and middleware products as well as incr@atrevenues from acquired companies. In repartecency,
BEA products contributed $127 million, and otheremtly acquired products contributed $5 milliorttie total
database and middleware revenues growth in thendeqaarter of fiscal 2009.
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Excluding the effect of currency rate fluctuatiai$ percentage points, application new softwarense revenues
generally decreased on a constant currency basissaall geographic regions. The decline in outliegions
revenues growth for the second quarter of fisc@PA0as affected by the high growth in our applmasi revenues
for the second quarter of fiscal 2008 against wieighcurrent quarter’s applications revenues werepared. In
reported currency, our recently acquired productgriouted $10 million to our applications revenieshe second
quarter of fiscal 2009. On a constant currencysyagiplications revenues increased by 6% overrdilag
4-quarters due to our offering of a broad suitprofducts to a diverse customer base and incremeav@ahues from
acquired companies.

In reported currency, new software license reveaesed from transactions over $0.5 million dedibg 1% in
the second quarter of fiscal 2009, primarily duenfavorable currency variations, and increaseti’éd of new
software license revenues in the second quartésazfl 2009 from 46% in the second quarter of fi€H8.

Total sales and marketing expenses were favoraipaéted by 5 percentage points of currency variatauring thi
second quarter of fiscal 2009. Excluding the eftdaturrency rate fluctuations, sales and marketixygenses
increased in the second quarter of fiscal 2009 gmilsndue to higher salaries and travel expensadgltiag from
increased headcount, higher commissions expensesiated with increased revenues (on a constargroey basis
and higher amortization of intangible assets. Theseases were partially offset by a decreaselirbenefits
expenses resulting from a current quarter redudtiarur deferred compensation plan liability. Thenefits expens
decrease was offset by a loss in our deferred cosgpen plan assets. See discussion under “Nonabiper
Income, net” below.

Total new software license margin and margin asragntage of revenues decreased as our total rfavas®
license expenses growth, in particular our higmeordization of intangible assets, exceeded ourmegs growth.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: New software license revenues growth was
unfavorably affected by foreign currency rate fuattons of 3 percentage points. Excluding the ¢féécurrency
rate fluctuations, total new software license resanincreased by 7% in the first half of fiscal 2@3 a result of a
16% increase in database and middleware revenadiglly offset by a 11% decrease in applicatiengenues.
Excluding the effect of currency rate fluctuatiotisez Americas contributed 28%, EMEA contributed 3286 Asia
Pacific contributed 40% to the increase in newvgalfe license revenues.

In reported currency, BEA products contributed $&iflion, and other recently acquired products cibated
$7 million to the total database and middlewarenesxe growth in the first half of fiscal 2009.

In reported currency, recently acquired productsriouted $15 million to applications revenueshe first half of
fiscal 2009.

New software license revenues earned from tramsectiver $0.5 million increased by 8% in the firalf of fiscal
2009 and increased to 46% of new software liceegernues in the first half of fiscal 2009 from 4484he first half
of fiscal 2008.

Sales and marketing expenses increased in thééilsof fiscal 2009 primarily due to similar reasonoted above.
Total new software license margin and margin asragmntage of revenues decreased primarily dueeteame
reasons noted above.

Software License Updates and Product Support:  Software license updates grant customers righism$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@bpeel in our
global support centers. Expenses associated withaftware license updates and product supporolifmisiness
include the cost of providing the support servitasgyely personnel related expenses, and the arabain of our
intangible assets associated with software sumomitracts and customer relationships obtained fsam
acquisitions.
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Three Months Ended November 30, Six Months Ended November 30,

Percent Change Percent Change
(Dollars in millions) 2008 Actual Constant 2007 2008 Actual Constant 2007
Software License Updates and Product Support
Revenues:

Americas $1,57¢ 16%  19% $1,35% $3,13: 18%  18% $2,661
EMEA 924 10% 22% 837 1,941 19% 20% 1,631
Asia Pacific 35C 17% 22% _ 301 71z 22%  22% _ 581

Total revenue 2,850 14% 20% 2,491 5,78: 19% 19% 4,87:
Expenses:
Software license updates and product sug®) 254 4%  11% 243 53¢ 14% 15% @ 467
Stocl-based compensatic 3 1% 1% 3 6 -1% -1%
Amortization of intangible asse® 21z 46%  46% 144 417 45%  45% @ 287

Total expense 46¢ 20%  24%  39C 95€ 25% 26% 761
Total Margin $2,381 13% 20% $2,101 $4,82¢ 18%  18% $4,11Z
Total Margin % 84% 84%  84% 84%
% Revenues by Geography:
Americas 55% 54%  54% 55%
EMEA 32% 34%  34% 33%
Asia Pacific 13% 12% 12% 12%

(€]
Excluding stoc-based compensatic

)
Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opes

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: The growth in our software license
updates and product support revenues was unfayoaéfelcted by foreign currency rate fluctuationggiercentage
points in the second quarter of fiscal 2009. Exitigdhe effect of currency rate fluctuations, s@terlicense
updates and product support revenues increasée second quarter of fiscal 2009 as a result of seftware
licenses sold with substantially all customerstatgcto purchase support contracts during theitigil

4-quarter period (in particular our fourth quaréfiscal 2008, which was our largest new softwiaense sales
quarter during the trailing 4-quarter period), taeewal of substantially all of the customer bdighde for renewal
in the current fiscal year and incremental reverft@a the expansion of our customer base from adtipms.
Excluding the effect of currency rate fluctuatiotisez Americas contributed 49%, EMEA contributed 3886 Asia
Pacific contributed 13% to the increase in softwax@nse updates and product support revenues.

In reported currency, software license updatespgioduct support revenues in the second quartascdlf2009
include incremental revenues of $126 million froAand $8 million from other recently acquired camjes. As
a result of our acquisitions, we recorded adjuststmreduce support obligations assumed to tiséimated fair
values at the acquisition dates. Due to our apidicaf business combination accounting rules vearfe license
updates and product support revenues related fmsugontracts in the amounts of $80 million and #llion that
would have been otherwise recorded by our acqliusthesses as independent entities, were not rezeabjim the
second quarter of fiscal 2009 and 2008, respewgtiviktorically, substantially all of our customenscluding
customers from acquired companies, renew theira@tijgpntracts when such contracts are eligibledaewal. To
the extent these underlying support contractsexrewed, we will recognize the revenues for theviallie of these
contracts over the support periods, the substamtigbrity of which are one year.

Total software license updates and product sugpgrénses were favorably impacted by 4 percentaigéspaf
currency variations during the second quartersufdi 2009. Excluding the effect of currency ratetiliations,
software license updates and product support exgeansreased due to higher salary expenses assbuiih
increased headcount to support the expansion afumiomer base and higher amortization expensekingsfrom
additional intangible assets acquired since thénpégg of fiscal 2008 (primarily our acquisition BEA). These
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increases were partially offset by constant cuyatecreases in our commissions and bonus expendds/aa
constant and reported currency decrease in oufitkeagpenses. The decrease in our benefits expeasalted
from a current quarter reduction in our deferrechpensation plan liability. This benefits expenserdase was
offset by a loss in our deferred compensation pksets. See discussion under “Non-Operating Incoatépelow.

Total software license updates and product suppargin increased due to an increase in revenueke mhargin as
a percentage of revenues remained constant asuevigreases were offset by increases in our apadidn of
intangible assets.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: On a constant currency basis, the growth in our
software license updates and product support regeand expenses is primarily attributable to tieeseeasons
noted above. On a constant currency basis, the iBasecontributed 50%, EMEA contributed 36% and Aza&ific
contributed 14% to the increase in software licansates and product support revenues. Softwaedeupdates
and product support revenues in the first halfisifdl 2009 included incremental contributions o8%2nillion from
BEA and $32 million from other recently acquiredrgzanies. Software license updates and product suppo
revenues related to support contracts in the arsafr171 million and $115 million that would haveen
otherwise recorded by our acquired businesseslap&mdent entities, were not recognized in thetim$f of fiscal
2009 and 2008, respectively, for the reasons ralbede.

On a constant currency basis, software licensetapaand product support expenses increased fdasirasons as
noted above. Total software license updates andupgtsupport margin increased due to an increasevanues,
while margin as a percentage of revenues remaioestant as revenue increases were offset by ireséaour
amortization of intangible assets.

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 middéesedtware products as well as application sowapducts.
The cost of providing consulting services congisimarily of personnel related expenditures.

Three Months Ended November 30 Six Months Ended November 30
Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constani 2007 2008 Actual  Constant 2007
Consulting Revenues:
Americas $ 43C 0% 4% $ 43z $ 87E 1% 3% $ 86t
EMEA 308 -8% 3% 331 601 -1% 3% 604
Asia Pacific 10¢ -4% 5% 114 23z  11% 14% 20¢
Total revenue 842 -4% 4%  87i 1,70¢ 2% 5% 1,67¢
Expenses:
Cost of service® 70¢  -5% 2% 747 1,491 3% 5% 1,44
Stocl-based compensatic 2 -20% -20% 2 3 -30% -30% 5
Amortization of intangible asse® 11 10% 10% 10 21 3% 3% 20
Total expense 721 -5% 2%  75¢€ 1,51¢ 3% 5% 1,46¢
Total Margin $ 121 2% 13% $ 11¢ $ 19: -8% -1% $  21C
Total Margin % 14% 14% 11% 13%
% Revenues by Geography:
Americas 51% 49% 51% 52%
EMEA 36% 38% 35% 36%
Asia Pacific 13% 13% 14% 12%

1) Excluding stoc-based compensatic
@ Included as a component*Amortization of Intangible Asse’ in our condensed consolidated statements of opes
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Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: Consulting revenues growth was
unfavorably affected by foreign currency rate fliattons of 8 percentage points in the second queffiiscal 2009
Excluding the effect of currency rate fluctuatioosnsulting revenues increased during the secoadequof fiscal
2009 primarily due to an increase in applicatioftveare implementations associated with the salesedfin of our
application software products and incremental reesrfrom our recent acquisitions, primarily BEA ckxding the
effect of currency rate fluctuations, the Americastributed 47%, EMEA contributed 35% and Asia Raci
contributed 18% to the increase in consulting rexesn

Consulting expenses were favorably impacted byr@gmeage points of currency variations during theosd
quarter of fiscal 2009. Excluding the effect ofreuncy rate fluctuations, salary expenses wereivelgtconstant
with the corresponding prior year period. Consglxpenses increased on a constant currency hasgig dhe
second quarter of fiscal 2009 as a result of highfeastructure and travel expenses (the majoffityhich are
rebillable to customers). These increases wergafigroffset by constant currency decreases inamunmissions an
bonus expenses and by a constant and reportechcuidlecrease in our benefits expenses. The dedrease
benefits expenses resulted from a current quaetkration in our deferred compensation plan lighilithis benefits
expense decrease was offset by a loss in our ddfeampensation plan assets. See discussion uNdaf “
Operating Income, net” below.

Total consulting margin and margin as a percentdgevenues remained constant during the secondeud
fiscal 2009, primarily as a result of unfavorablgrency variations of 11 percentage points.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: Excluding the effect of currency rate fluctuaspthe
growth in consulting revenues was generally dusrtolar reasons as noted above with the Americagiboiting
34%, EMEA contributing 26% and Asia Pacific contiting 40% to the growth in consulting revenues. €liting
expenses generally increased during the firstdfdiscal 2009 for similar reasons as noted abbu¢also included
an increase in external contractor expenses intwaueng the first quarter of fiscal 2009.

On a constant currency basis, consulting marginnaadjin as a percentage of revenues decreased)dbeirirst
half of fiscal 2009 due to expense growth exceedivgnue growth during the first quarter of fise@D9 and due to
the aforementioned unfavorable currency variatibas affected margin during the second quartersoff 2009.

On Demand: On Demand includes our Oracle On Demand, CRM @m&nd and Advanced Customer Services
offerings. Oracle On Demand provides midtatured software and hardware management, andenairmce servict
for our database and middleware as well as ouiicgijans software delivered either at our dataeefatcilities, at
select partner data centers, or at customer fasiliCRM On Demand is a service offering that patesiour
customers with our CRM software functionality delied via a hosted solution that we manage. Adva@estiome
Services consists of configuration and performaaregysis, personalized support and on-site techsésices. The
cost of providing On Demand services consists milynaf personnel related expenditures, technoldsastructure
expenditures and facilities costs.
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Three Months Ended November 30, Six Months Ended November 30,

Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constant 2007 2008 Actual  Constant 2007
On Demand Revenues:
Americas $ 104 14% 16% $ 91 $21C 17% 18% $ 17¢
EMEA 58 8% 19% 54 11¢ 13% 15% 104
Asia Pacific 27  22% 31% 22 56 33% 36% 42
Total revenue 18¢ 13% 19% 167 384 18% 19% 32t
Expenses:
Cost of service® 151 -5% 1% 15€ 31C 0% 2% 31C
Stocl-based compensatic 1 22% 22% 1 2 11% 11% 2
Amortization of intangible asse® 3 1% -1% 4 7 0% 0% 7
Total expense 15E -5% 1% 165 31¢ 0% 2%  31¢
Total Margin $ 34 671% 572% $ 4 $ 65 906% 669% $ 6
Total Margin % 18% 3% 17% 2%
% Revenues by Geography:
Americas 55% 55% 55% 55%
EMEA 31% 32% 31% 32%
Asia Pacific 14% 13%  14% 13%

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

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: On Demand revenue growth was
unfavorably affected by foreign currency rate flations of 6 percentage points in the second guaitiéscal 2009
Excluding the effect of currency rate fluctuatio®) Demand revenues increased in the second qoéftscal
2009 due to an increase in each service categsmpscription base as a greater number of custoengegyed us to
provide IT outsourcing solutions. On a constantenty basis, Advanced Customer Services, OraclB&mnand
and CRM On Demand contributed 56%, 39% and 5% t@osuDemand revenues growth, respectively. Exclyidin
the effect of currency rate fluctuations, the Aroasi contributed 45%, EMEA contributed 33% and A%iaific
contributed 22% to the increase in On Demand rezgnu

Excluding the effect of favorable currency ratefiations of 6 percentage points, On Demand exgensezased
slightly in the second quarter of fiscal 2009 dudigher personnel related costs resulting froniteadl employee
hired to support the increase in On Demand reveriigs expense increase was almost entirely offget shift of
certain U.S. based costs to global support cetdosver cost countries, decreases in bonus exgeasd a
decrease in certain of our benefits expenses.

Total On Demand margin and margin as a percenthggyenues improved primarily as a result of ouac On
Demand business, which increased revenues whilagiag operating expenses to a lower level thahérsecond
quarter of fiscal 2008. Our Advanced Customer ®es/imargin percentages also improved modestlyrpacison
to the second quarter of fiscal 2008.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: On a constant currency basis, On Demand revenues,
expenses, margin and margin as a percentage afueséncreased for similar reasons as noted abowtuding the
effect of currency rate fluctuations, Advanced ©Gustr Services, Oracle On Demand and CRM On Demand
contributed 53%, 39% and 8%, respectively, to tlesvth in On Demand revenues. In constant curretiey,
Americas contributed 50% to the growth in On Demenenues, EMEA contributed 26% and Asia Pacific
contributed 24%.
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Education: Education revenues are earned by providing iogirtded, media-based and internet-based traimng i
the use of our database and middleware softwadupts as well as applications software productsicition
expenses primarily consist of personnel relateeerdjiures, facilities and external contractor costs

Three Months Ended November 30 Six Months Ended November 30
Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constani 2007 2008 Actual  Constant 2007
Education Revenues:
Americas $ 4z 7% 4% $ 4€ $ 87 -6% 6% $ 9c
EMEA 38  -12% -3% 45 74 -6% -5% 79
Asia Pacific 18 -5% 1% 19 37 -1% 0% 38
Total revenue 10C -9% -3% 11C 19¢ -6% -4% 21C
Expenses:
Cost of service® 77 -8% -2% 84 15¢ -2% -2% 161
Stocl-based compensatic — * * — 1 -41% -41% 1
Total expense 77 -8% -2% 84 15¢ -2% -2% 162
Total Margin $ 23 -9% 7% $ 26 $ 39 -17% -16% $ 48
Total Margin % 23% 24% 20% 23%
% Revenues by Geography:
Americas 43% 41%  44% 44%
EMEA 39% 41% 37% 38%
Asia Pacific 18% 18% 19% 18%

1) Excluding stoc-based compensatic
* Not meaningfu

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: Excluding the effect of unfavorable
currency rate fluctuations of 6 percentage poidsication revenues decreased in the second qoé&fiscal 2009
as customers reduced spending on discretionarjcesrsuch as our educational program offeringhénAmericas
and EMEA geographic regions. These decreases \aetially offset by incremental revenues from ourenatly
acquired companies. On a constant currency basifmericas and EMEA geographic regions declinecaéth
3%, respectively, in the second quarter of fis€lP, while the Asia Pacific region slightly increds

Excluding the effect of favorable currency ratecfiations of 6 percentage points, education exgetselined
slightly in comparison to the second quarter afdl2008, primarily as a result of our headcoudtiotions pursuat
to our 2008 Oracle Restructuring Plan.

Education margin and margin as a percentage ohumgedecreased in the second quarter of fiscal 2089
primarily to a reduction in revenues.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: Excluding the effect of currency rate fluctuapthe
decreases for education revenues, expenses, naaugjimargin as a percentage of revenues were deeadigrio the
same reasons as noted above. On a constant cubrasisy revenues in the Americas and EMEA geogcagigions
declined 6% and 5%, respectively, in the first lodifiscal 2009, while the Asia Pacific region wamstant.

Research and Development Expenses. Research and development expenses consist diirahgersonnel 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
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Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2008  Actual Constani 2007 2008 Actual Constant 2007
Research and developm¢® $ 606 -7% 3% $ 64¢ $ 1,27¢ 0% 2% $ 1,27¢
Stocl-based compensatic 45 83% 83% 25 82 56% 56% 52
Total expense $ 651 -3% 0% $674 $ 1360 3% 4% $ 1,32¢
% of Total Revenues 12% 12% 12% 13%

1) Excluding stoc-based compensatic

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: Total research and development expenses
were favorably affected by 3 percentage pointsuofency variations during the second quarter @i&fi2009. On a
constant currency basis, total research and dewelopexpenses were constant as increases in salgepses from
higher headcount and stock-based compensation sepéresulting from higher fair values assigneduofiscal
2009 grants due to a higher volatility input ansbadlue to our assumption of unvested stock awardBEA
employees) were offset by a decrease in bonus sgpeand a decrease in certain of our benefits eggeiihe
decrease in our benefits expenses resulted fraimrart quarter reduction in our deferred compeosatian
liability. This benefits expense decrease was bffgea loss in our deferred compensation plan asSete discussic
under “Non-Operating Income, net” below. The insee@ our headcount was the combined result ofexent
acquisitions and our hiring of additional persortieedevelop new functionality for our existing pumts. Research
and development headcount as of the end of thendequoarter of fiscal 2009 increased by approxinyatel

2,000 employees, or 10%, in comparison to the skqoarter of fiscal 2008.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: On a constant currency basis, research and
development expenses increased modestly due twerase in salary and stock-based compensatiomsape
described above, partially offset by the bonuslasrkfits expense declines described above.

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

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constant 2007 2008 Actual  Constant 2007
General and administrativ®) $152 -19% -14% $187 $33: -8% -7% $ 364
Stocl-based compensatic 22 16% 16% 19 46  18% 18% 38
Total expense $174 -16% -11% $20€ $37¢  -6% -4%  $40z
% of Total Revenues 3% 4% 3% 4%

(1) Excluding stoc-based compensatic

General and administrative expenses were affegtéddercentage points of favorable currency vameiduring th
second quarter of fiscal 2009. Excluding the eftdaturrency rate fluctuations, general and adniaiive expenses
decreased during the second quarter of fiscal 28Q9result of a decrease in bonus expenses atleade in
certain of our benefits expenses. The decreaseribanefits expenses resulted from a current quagtkiction in
our deferred compensation plan liability. This Hféesexpense decrease was offset by a loss in eferd
compensation plan assets (see discussion underQyenating Income, net” below). These decreases paitially
offset by slightly higher personnel related costsomiated with increased headcount to supportxqareling
operations and increased stock-based compensapemses resulting from a higher valuation of oscdl 2009
stock option grants (the higher valuation is atttdthle to a higher volatility input used in therfealue calculation
and is derived from the implied volatility of owrlgest-term, publicly traded options). During thistfhalf of fiscal
2009, general and administrative expenses decréassiilar reasons as those noted above.
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Amortization of I ntangible Assets:

Six Months Ended

Three Months Ended November 30 November 30,

Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constant 2007 2008 Actual Constani 2007
Software support agreements and related relatips $ 13¢ 42% 42% $ 98 $ 27z 40% 40% $ 194
Developed technolog 181 45% 45% 124 354 4A4% 44% 24t
Core technolog' 63 A47% A47% 43 125 45% 45% 86
Customer contrac! 37 118% 118% 17 72 112%  112% 34
Trademarks 8 0% 0% 8 16 6% 6% 16
Total amortization of intangible ass: $ 427 A7% 47% $ 29C $ 83 46% 46% $ 57

Amortization of intangible assets increased infibeal 2009 periods presented above due to thetaation of
acquired intangibles from BEA and other acquisgitimat we consummated since the beginning of thense
quarter of fiscal 2008. See Note 4 of Notes to @msed Consolidated Financial Statements for additio
information regarding our intangible assets (inglgdveighted average useful lives) and related &imadion
expenses.

Acquisition Related and Other Expenses: Acquisition related and other expenses primamgsist of in-process
research and development expenses, integratidiedgdaofessional services, stock-based compensatjpenses,
personnel related costs for transitional employeegain business combination adjustments afteptinehase price
allocation period has ended, and certain otherresg® net. Stock-based compensation expensesenddiud
acquisition related and other expenses relateesiad options assumed from acquisitions wherebtingewas
accelerated upon termination of the employees pmitsio the original terms of those options.

Six Months Ended

Three Months Ended November 30 November 30,

Percent Change Percent Change
(Dollars in millions) 2008 Actual  Constant _2007 200€ Actual Constani 2007
In-process research and developn $ 2 * *$ —$ 6 -19% -19%$ 7
Transitional employee related co 4 -73% -72% 15 31 66% 68% 19
Stocl-based compensatic 6 42% 42% 4 11 -70% -70% 37
Business combination adjustme 1 * * — 10 * * —
Professional fees and other, 8  122% 133% 3 _13 160%  160% 8

©*
N
[y
N
Ny

Total acquisition related charg 0% 1% $ $71 4% 6%$ 6¢

* Not meaningfu

Fiscal Second Quarter 2009 Compared to Fiscal Second Quarter 2008: Acquisition related charges and other
expenses decreased slightly during the secondeaguairiscal 2009 due to lower transitional empleyelated
expenses in comparison to the corresponding pear period, which included the settlement of ceréaiquired
company employee related liabilities.

First Half Fiscal 2009 Compared to First Half Fiscal 2008: On a constant currency basis, acquisition related
charges and other expenses increased slightlyoduiglier transitional employee related expenseadtieg
primarily from our acquisition of BEA and an incseain business combination adjustments, partidfsebby lowe!
stock-based compensation expenses from stock opticgierations.

Restructuring expenses: Restructuring expenses consist primarily of Grashployee severance costs and may
include charges for duplicate facilities in ordeiimprove our Oracle-based cost structure prosgegtiFor
additional information regarding our Oracle-basestnucturing plans, as well as restructuring ati¢isiof our
acquired companies, please see Note 5 of Notesridéhsed Consolidated Financial Statements.
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Three Months Ended November 30, Six Months Ended November 30,

Percent Change Percent Change
(Dollars in millions) 2008 Actual Constani 2007 2008 Actual Constani 2007
Restructuring expens: $ 15 196% 260% $ € $ 31 429% 495% $ €

During the second quarter of fiscal 2008, our manaant approved, committed to, and initiated theclergiscal
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 acguisition of BEA. The total estimated costs asged with the
2008 Plan are approximately $111 million, of wh&31 million and $6 million were incurred during tfiest half of
fiscal 2009 and 2008, respectively, and are pripagiated to employee severance. The majorithesé estimated
costs are expected to be incurred over the codifsgcal 2009. Our estimated costs are prelimirargl may be
subject to change in future periods.

Interest Expense:

Three Months Ended November 30, Six Months Ended November 30,

Percent Change Percent Change
(Dollars in millions) 2008  Actual Constant 2007 2008 Actual Constant 2007
Interest expens $ 157 76% 76% $ 8¢ $ 317 74%  74% $ 18¢

Interest expense increased in the fiscal 2009 gemoesented above due to higher average borrowasgding
from our issuance of $5.0 billion of senior noteg\pril 2008.

Non-Operating Income, net:  Non-operating income, net consists primarilyraérest income, net foreign currency
exchange gains and losses, the minority ownerseshahe net profits of our majority-owned OraEiaancial
Services Software Limited (formerly i-flex solut®fimited) and Oracle Japan subsidiaries, and atlteme
including net realized gains and losses relatedl tof our investments and net unrealized gainslassks related to
the small portion of our investment portfolio tha classify as trading.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2008 Actual Constant 2007 2008 Actual Constant 2007
Interest incom $ 97 9% 20% $ 89 $ 18t 13% 17% $ 162
Foreign currency gains (losses), (22) -205% -159% 21 (12) -146% -107% 27
Minority interests in incom (19 -16% -22% (16) (35) -23% -28% (29
Other income (losses), r (48) -272% -270% 28 (48) -226% -221% 38
Total nor-operating income, nt $ 8 -94% -78% $ 122 $ 90 -55%  -45% $19¢

Non-operating income, net decreased during the segoader of fiscal 2009 as a result of net foreigrrency
transaction losses of $22 million (in comparisoméd foreign currency transaction gains of $21iomlin the
corresponding prior year period), and $53 millidhiosses (in comparison to a $17 million gain retdegd in the
corresponding prior year period) recognized on mtatde securities that we classify as trading sbaport our
deferred compensation plan obligations. These ats@ra included in “Other income (losses), netthia table
above. We account for our deferred compensatiom gdaets and obligations pursuant to EITF 97Atdounting for
Deferred Compensation Arrangements Where Amounts Earned Are Held in a Rabbi Trust and Invested , which
requires that the changes in obligations associatdour deferred compensation plan be recordezlimoperating
expenses while the corresponding change in thegssets be recorded in non-operating income, hetchianges in
obligations and asset values of the plan are eapahbffsetting, such that there is no impact toincome before
provision for income taxes during the second quartéscal 2009 or any other periods presentech-Nperating
income, net decreased during the first half ofdfi009 due to similar reasons as noted above.

Provision for Income Taxes: The effective tax rate in all periods presengethe result of the mix of income earned
in various tax jurisdictions that apply a broadgarmf income tax rates. The provision for income=ta
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differs from the tax computed at the U.S. fedetatigory income tax rate due primarily to stateetaand earnings
considered as indefinitely reinvested in foreigemions. Future effective tax rates could be ablgraffected if
earnings are lower than anticipated in countriesretwe have lower statutory rates, by unfavorabénges in tax
laws and regulations, or by adverse rulings inredated litigation.

Three Months Ended November 30 Six Months Ended November 30

Percent Change Percent Change
(Dollars in millions) 2008  Actual Constant 2007 2008 Actual Constani 2007
Provision for income taxe $ 530 3% 14% $ 512 $ 89€ 3% 6% $ 871
Effective tax rate 29.0% 28.2% 27.4% 28.9%

The provision for income taxes increased duringfigwal 2009 periods presented above in compatisoine
corresponding periods of fiscal 2008. The increage® attributable primarily to the mix of worldvéidncome,
which was affected by unfavorable changes in foreigrrency exchange rates, which disproportionatécted
our profits in relatively low-tax jurisdictions. €ke increases were partially offset by reinstatemitie

U.S. research and development tax credit undeEthergency Economic Stabilization Act of 2008, whichs
signed into law on October 3, 2008, and was retizato January 1, 2008.

Liquidity and Capital Resources

November 30 May 31,
(Dollars in millions) 2008 Change 2008
Working capital $ 7,17 -11%  $ 8,07«
Cash, cash equivalents and marketable secu $ 10,64¢ -4%  $11,04:

Working capital: The decrease in working capital as of Novembe2808 in comparison to May 31, 2008 was
primarily due to an increase in our stock repurekaturing the first half of fiscal 2009 in comparigo recent prior
periods (we used $2.3 billion of cash for stockurepases during the first half of fiscal 2009 imgarison to

$1.0 billion used for stock repurchases durindfitts¢ half of fiscal 2008), cash used for our asifions, and from
the decline in value of our net current assets hgldertain of our foreign subsidiaries as restithe strengthening
in the U.S. Dollar during the first half of fisc2D09 (the offset to which is recorded to accumdlatiher
comprehensive income (loss) on our consolidatednzal sheet). Our working capital may be impactedlbree
of the aforementioned factors in future periods,dmounts and timing of which are variable. Theszehses were
partially offset by the favorable impact to our natrent assets of our net income generated dtimmdjrst half of
fiscal 2009.

Cash, cash equivalents and marketable securities:. Cash and cash equivalents primarily consist pbdis 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 papemorate
notes, U.S. Treasury obligations and U.S. goverriragency and government sponsored enterprise tiblga
Cash, cash equivalents and marketable securitésde $10.1 billion held by our foreign subsidiaraes of
November 30, 2008. The amount of cash, cash eguitsahnd marketable securities that we report $ Dollars
for the majority of the cash held by these subsielais subject to translation variance causedhayges in foreign
currency exchange rates as of the end of eachatdgpeeporting period (the offset to which is resed to
accumulated other comprehensive income (loss) ocansolidated balance sheet). As the U.S. Dottengthened
against most major international currencies dutivggfirst half of fiscal 2009, the amount of cashsh equivalents
and marketable securities that we reported in Ddllars for these subsidiaries declined relativevbat we would
have reported using a constant currency rate B&agf31, 2008. The decrease in cash, cash equigaeit
marketable securities at November 30, 2008 in coispato May 31, 2008 was also due to cash useduor
acquisitions and repurchases of our common stak dscussion above), partially offset by an inseda our
operating cash flows resulting primarily from thadlection of our trade receivables generated framrogher sales
volumes.

Days sales outstanding, which is calculated byditig period end accounts receivable by averagg dales for the
quarter, was 52 days at November 30, 2008 compeitads3 days at May 31, 2008. The days sales aulgig
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calculation excludes the adjustment that reducescquired software license updates and produgiastip
obligations to fair value. Our decline in days sadetstanding is primarily due to the collectianpur first half of
fiscal 2009, of large license and support balawegstanding as of May 31, 2008.

Six Months Ended November 30

(Dollars in millions) 2008 Change 2007

Cash provided by operating activiti $ 3,99( 21% $ 3,30¢
Cash used for investing activiti $(2,207) 48% $(1,48)
Cash used for financing activiti $(1,92¢) 25% $(1,549

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 sizarit cash from
new software license sales and, to a lesser extentices. Our primary uses of cash from operatiyities are for
personnel related expenditures as well as paymelatted to taxes and leased facilities.

Net cash provided by operating activities incredgetie first half of fiscal 2009 primarily due bagher net incom
and the collection of fourth quarter fiscal 2008l dinst quarter fiscal 2009 trade receivables aissed with higher
sales volumes.

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 half of fiscal 2009 due to an increaseash used t
purchase marketable securities (net of procee@d$vest from sales and maturities), an increase sh cged for
acquisitions, net of cash acquired, and highertabgkpenditures primarily related to real estatgets purchased f
operational use.

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 firalf of fiscal 2009 increased compared to the fiedf of fiscal 200¢
due to increased stock repurchases (see discussidrorking Capital” above and in Note 8 of NotesGondensed
Consolidated Financial Statements for additionfrimation). This increase was patrtially offset bgeduction in th
amount of debt repayments made (the commercialrpssged to finance the fiscal 2007 acquisitiotdgperion
was repaid in the first quarter of fiscal 2008) aneduction in proceeds from the exercise of epgacstock
options.

Freecash flow: To supplement our statements of cash flows ptedesn a GAAP basis, we use non-GAAP
measures of cash flows on a trailing 4-quarterso@sanalyze 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 atama to cash flows from operating activities ase@asure of
liquidity. We calculate free cash flows as follows:

Trailing 4-Quarters Ended
November 30,

(Dollars in millions) 2008 Change 2007

Cash provided by operating activiti $ 8,08¢ 16% $6,95]
Capital expenditure® (486) 32% (369
Free cash flov $ 7,60¢ 15% $6,58¢
Net income $5,75( $4,781
Free cash flow as a percent of net incc 132% 138%

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

We offer certain of our customers the option touliegour software products and service offeringeufjh separate
long-term payment contracts. We generally sell cmt$ that we have financed on a non-recourse tmafiigancial
institutions. We record the transfers of amounts flam customers to financial institutions as salefinancial
assets because we are considered to have surrérdeteol of these financial assets. In the fidf bf fiscal 2009
and 2008, $442 million and $317 million, respedtiver approximately 15% and 11%, respectivelypof new
software license revenues were financed througtiioancing division.

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 oamttactual obligations as of November 30, 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 2 1 —  — —  — —
Interest payments on borrowin(®) 5,20¢ 29¢ 552 50€ 39z 39z 33C 2,73¢
Operating lease® 1,40 20t 354 261 19C 127 75 18¢
Purchase obligatior®) 371 282 67 5 2 3 3 9
Funding commitment®) 3 3 — — — — — —

Total contractual obligatior $18,23: $1,797 $1,974 $3,027 $584 $1,772 $40¢ $ 8,68:

@ our borrowings (excluding capital leases) consiishe following as of November 30, 20C

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$8 1,992
5.75% senior notes due April 2018, net of discafriil 2,49¢
6.50% senior notes due April 2038, net of discafr$i2 1,24¢

Total borrowings $ 11,23

Our floating rate senior notes due May 2009 and B30 bore interest at a rate of 2.15% and 2.18%@ectively, as of November 30, 2008.
In fiscal 2008, we entered into two interest rates agreements that have the economic effect offging the 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$ ldsvember 30, 2008 for variable rate borrowinfieraconsideration of the aforementioned
interest rate swap agreemer

@ Represents remaining payments under capital leasesned from acquisitior

® Primarily represents leases of facilities and idelifuture minimum rent payments for facilitiesttiva have vacated pursuant to our
restructuring and merger integration activities. é&e approximately $272 million in facility obligans, net of estimated sublease incom
accrued restructuring for these locations in ourdemsed consolidated balance sheet at Novemb&088,

(4) Represents amounts associated with agreementaréhabforceable, legally binding and specify terimsluding: fixed or minimum quantitie
to be purchased; fixed, minimum or variable pricevisions; and the approximate timing of the paym

® Represents the maximum additional capital we maylnie 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 November 30, 2008 nbagtet closed these transactions. We expect thessactions,
which were not significant individually or in thggregate, to close during the third quarter ofdi009.

As of November 30, 2008, we have $1.7 billion ofegognized tax benefits recorded on our condensesiotidate:
balance sheet. We have reached certain settlemergraents with relevant taxing authorities to pagraximately
$68 million of these liabilities (these amounts &deen excluded from the table above due to thertainty of
when they might be settled). Although it remainslear as to when payments pursuant to these agntemi! be
made, some or all may be made in fiscal 2009. Wieaamake a reasonably reliable estimate of thiegém which
the remainder of our unrecognized tax benefits bélsettled or released with the relevant tax aitibe, although
we believe it is reasonably possible that certhithese liabilities could be settled or releasedrdyfiscal 2009.

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 dutimegthird
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 ctumearket price of our common stock. At November Zm08, 55%
of our outstanding stock options had exercise pricexcess of the current market price. Consistéhtour
historical practices, we do not expect that dilutijom future grants before the effect of our stogurchase
program will exceed 2.0% per year for our ongoingibess. In recent years, our stock repurchasegrogas mor
than offset the dilutive effect of our stock optimmgram; however, we may reduce the level of tarks
repurchases in the future as we may use our al@ialsh for acquisitions, to repay indebtednegsrasther
purposes. At November 30, 2008, the maximum paikdiiution from all outstanding and unexercisediap
awards, regardless of when granted and regardieglsether vested or unvested and including optishere the
strike price is higher than the current marketegyrigas 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
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stock option grants up to 100,000 shares to nootaxe officers and employees. Stock option agtifiom June 1,
2005 through November 30, 2008 is summarized é@aiel(shares in millions):

Options outstanding at May 31, 20 46¢
Options grante: 257
Options assume 142
Options exercise (362
Forfeitures and cancellatio (102)

Options outstanding at November 30, 2I 40€

Average annualized options granted and assumedf fatfeitures 76

Average annualized stock repurcha 17¢

Shares outstanding at November 30, 2 5,04¢

Basic weighted average shares outstanding from Ju2@05 through November 30, 2C 5,16

Options outstanding as a percent of shares ouistuatl November 30, 20( 8.0%

In the money options outstanding (based on our kdpex 30, 2008 stock price) as a percent of sharestamding at

November 30, 200 3.6%

Weighted average annualized options granted anorest net of forfeitures and before stock repurebasas a percer

of weighted average shares outstanding from Jug805 through November 30, 20 1.5%
Weighted average annualized options granted anoresh net of forfeitures and after stock repurcbase a percent
weighted average shares outstanding from JuneO5, tl®ough November 30, 20 -1.9%

Our Compensation Committee approves the annuahaafon-wide option grants to certain key empls/ekhese
annual option grants are made during the ten bssiday period following the second trading dayrafie
announcement of our fiscal fourth quarter earnineg®rt. During the first half of fiscal 2009, we deaour annual
grant of stock options on July 3, 2008 and madesstumed other grants totaling 67 million shareschvvere
partially offset by forfeitures of 5 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 half of fiscal 2009, there were significant changes to our quantitative and qatalie disclosures
about market risk. Please refer to Part Il, ltem @Aantitative and Qualitative Disclosures aboutbhéaRisk
included in our Annual Report on Form 10-K for discal year ended May 31, 2008 for a more compléteussion
of the market risks we encounter.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and our Chief FinaldDfficer,
after evaluating the effectiveness of our “disclestontrols and procedures” (as defined in the S@&esiExchange
Act of 1934 (Exchange Act) Rules 13a-15(e) or 15¢e)) as of the end of the period covered by thergrly
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 disclesgontrols and procedures and internal controt tmancial
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
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fraud. A control system, no matter how well coneeiand operated, can provide only reasonable,lrsatlate,
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 bheakdowns can occur because of a simple ernmisiake.
Additionally, controls can be circumvented by thdividual acts of some persons, by collusion of bwenore
people or by management override of the contrdige. design of any system of controls also is basgauit upon
certain assumptions about the likelihood of futewents, and there can be no assurance that argndeitli succeed
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.

Item 1A. Risk Factors
The effects of the recent global economic crisis may impact our business, operating results or financial condition.

The recent global economic crisis has caused argleightening in the credit markets, lower levefdiquidity,
increases in the rates of default and bankruptoy,extreme volatility in credit, equity and fixatcbme markets.
These macroeconomic developments could negatifiegtaur business, operating results or financtaldition in
a number of ways. For example, current or potentistomers may be unable to fund software purchadésh
could cause them to delay, decrease or cancel asgshof our products and services or to not pay tsdelay
paying us for previously purchased products and@es. In some financial markets, institutions rdagrease or
discontinue their purchase of the long-term custdimancing contracts that we have traditionallydsan a non-
recourse basis. As a result, we may hold moreasfetttontracts ourselves or require more customgnsrchase our
products and services on a cash basis. In addfti@mcial institution failures may cause us tounmcreased
expenses or make it more difficult either to uéliaur existing debt capacity or otherwise obtawaricing for our
operations, investing activities (including thedfirting of any future acquisitions), or financingiaties (including
the timing and amount of any repurchases of oumsomstock or debt we may make in the future). Bmalur
investment portfolio, which includes short-term teécurities, is generally subject to general ¢rdiduidity,
counterparty, market and interest rate risks theat be exacerbated by the recent global financisiscif the
banking system or the fixed income, credit or gqmitirkets continue to deteriorate or remain vaatiur
investment portfolio may be impacted and the vahresliquidity of our investments could be adversdfected.

In addition to the above and other informationfeet in this report, you should carefully considee factors
discussed in Part |, Item 1A. “Risk Factors” in @dumual Report on Form 10-K for our fiscal year edday 31,
2008. The risks discussed in our Annual Report@mFL0-K could materially affect our business, fioel
condition and future results. The risks descrilvedur Annual Report on Form 10-K are not the oidis facing us.
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immatat& may
materially and adversely affect our business, fimgrcondition or operating results.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

Our Board of Directors has approved a program panehase shares of our common stock to reduceiltitevel
effect of our stock option and stock purchase ptarsto repurchase shares opportunistically. Onliect20, 2008
we announced that our Board of Directors had apgutdlre expansion of our repurchase program by dBidén
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and as of November 30, 2008, approximately $7libbilvas available for share repurchases purswamtit stock
repurchase program.

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitgiauill
depend on factors such as our working capital nemdscash requirements for acquisitions, our depayment
obligations or repurchases of our debt, our stozdepand economic and market conditions. Our stepkirchases
may be effected from time to time through open rabgurchases or pursuant to a Rule 10b5-1 plansuk
repurchase program may be accelerated, susperglaged or discontinued at any time.

The following table summarizes the stock repurclatizity for the three months ended November 30&and th
approximate dollar value of shares that may ygiurehased pursuant to our stock repurchase programs

Total Number of Approximate Dollar
Total Number Average Shares Purchaseda 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 Program: Under the Programs

September 1, 20—September 30, 20( 86 % 19.7¢ 8.6 $ 1,540.

October 1, 20C—October 31, 200 271 % 17.0( 277 $ 9,068.

November 1, 20(—November 30, 200 81.1$ 16.6¢ 81.1 % 7,713.
Total 1172 $ 16.9¢ 117.2

Item 4. Submission of Matters to a Vote of Security Holder:

Set forth is information concerning each mattemsitted to a vote at the Annual Meeting of Stockleotdon
October 10, 2008.

Proposal No. 1: The stockholders elected eacheofditowing persons as a director to hold officeiluthe 2009
Annual Meeting of Stockholders or until earlierir@nent, resignation or removal.

Votes For Votes Withheld

Director’s Name (in millions) (in millions)

Jeffrey O. Henle 4,62 86
Lawrence J. Ellisol 4,57¢ 13C
Donald L. Lucas 4,43¢ 274
Michael J. Boskir 4,60¢ 99
Jack F. Kemj 4,612 97
Jeffrey S. Ber 3,68¢ 1,024
Safra A. Cat: 4,62¢ 85
Hector Garci-Molina 3,811 89¢
H. Raymond Binghar 4,65¢ 54
Charles E. Phillips, Jr 4,60z 10€
Naomi O. Seligmal 3,82 88t
George H. Conrade 4,58¢ 12t
Bruce R. Chizel 4,65¢ 54

Proposal No. 2: The stockholders approved the @mtopf Oracle’s Fiscal Year 2009 Executive BonuarRlith
3,843 million affirmative votes, 821 million negativotes and 46 million votes abstaining.

Proposal No. 3: The stockholders ratified the apipoént of Ernst & Young LLP as Oracle’s independegistered
public accounting firm for the fiscal year endedyMgd, 2009 with 4,669 million affirmative votesn@llion
negative votes and 32 million votes abstaining.

Proposal No. 4: The stockholders voted againsbekhblder proposal to adopt a policy that provisteskholders
the opportunity at each annual stockholder meeétingte on a non-binding, advisory resolution pisgubby
management to ratify the compensation of the naemedutive officers set forth in the Company’s prexgtement
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Summary Compensation Table and accompanying nardisclosure with 1,184 million affirmative votes,
2,692 million negative votes, 168 million votes t@iising and 665 million broker non-votes.

ltem 6. Exhibits

Exhibit

Number Exhibit Title

10.24) Description of the Fiscal Year 2009 Executive BoRien

31.01 Certification Pursuant to Section 302 of the Saek-Oxley Act—Lawrence J. Ellisol
31.02 Certification Pursuant to Section 302 of the Saek-Oxley Act—Jeff Epsteir

32.01 Certification Pursuant to Section 906 of the Saek-Oxley Act

@) Incorporated by reference to Oracle Corporés current report oForm &K filed on October 16, 200t
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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: December 22, 2008 By: /s/ ¥FFEPSTEIN

Jeff Epsteir
Executive Vice President and
Chief Financial Office

Date: December 22, 2008 By: /s/ WLLiaAmM CorRey WEST

William Corey Wes
Senior Vice President, Corporate Controller ance€hi
Accounting Officer
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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, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in thigarterly report, fairly presentin 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&)1%nd internal control over financial reportirag defined 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 preszh

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie 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 adgatures, as of the end of the period coveredibydport based on such
evaluation; an

d) disclosed in this report any change in #ggstrant’s internal control over financial repogithat 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 anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theaRe 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, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

Date: December 22, 2008 By: /s/  LAwRENCEJ. ELLISON

Lawrence J. Ellisor
Chief Executive Officer and Directc



Exhibit 31.02

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

I, Jeff Epstein, 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, nigtagisg 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 defined 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 proegdo 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 finahaporting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie 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; an

d) disclosed in this report any change in #gstrant’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 anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theaRe and Audit Committee of the registrant’s bazrdirectors (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, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

Date: December 22, 2008 By: /s/  JEFFEPSTEIN

Jeff Epstein
Executive Vice President and Chief Financial Offi



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 Jeff Epstein, the ChiagRtial Officer of Oracle Corporation,
each certifies that, to the best of his knowledge:

1. the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

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

Date: December 22, 2008 /s/  LAWRENCE J. ELLISON
Lawrence J. Ellisor
Chief Executive Officer and Directc

/sl JEFF EPSTEIN
Jeff Epstein
Executive Vice President and Chief Financial Offi




