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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended February 28, 2010

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 54-2185193

(State or other jurisdiction of (I.LR.S. Employer

incorporation or organization) Identification No.)
500 Oracle Parkway 94065
Redwood City, California (Zip Code)

(Address of principal executive offices)

(650) 506-7000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant éf filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant liésnitted electronically and posted to its corpol&feb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited, “accelerated filer” and “smaller reportir@pmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileix] Accelerated filer O

Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exgje Act). Yes[O No

The number of shares of registrant’'s common stat&tanding as of March 23, 2010 was: 5,019,091,000.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

ORACLE CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
As of February 28, 2010 and May 31, 2009

(Unaudited)
February 28, May 31,
(in millions, except per share data) 2010 2009
ASSETS
Current asset
Cash and cash equivale| $ 9,331 $ 8,99t
Marketable securitie 8,15¢ 3,62¢
Trade receivables, net of allowances for doubtfgbants of $273 and $270 as of February 28, 20ti0May 31, 2009, respective 3,89¢ 4,43(
Inventories 31t —
Deferred tax asse 97¢ 661
Prepaid expenses and other current a: 1,29¢ 86€
Total current asse 23,97¢ 18,58:
Non-current asset:
Property, plant and equipment, | 2,86¢ 1,922
Intangible assets: software support agreementsedatkd relationships, n 3,03¢ 3,411
Intangible assets: other, r 6,83( 3,85¢
Goodwill 20,41t 18,84:
Other asset 2,25k 802
Total nor-current asset 35,407 28,83
Total asset $ 59,38¢ $ 4741
LIABILITIES AND EQUITY
Current liabilities:
Notes payable, current and other current borrow $ 4,22( $ 1,001
Accounts payabl 61€ 271
Accrued compensation and related ben: 1,45: 1,40¢
Deferred revenue 5,38¢ 4,59:
Other current liabilitie 2,57¢ 1,87¢
Total current liabilities 14,25 9,14¢
Non-current liabilities:
Notes payable and other r-current borrowing: 11,49¢ 9,231
Income taxes payab 3,27¢ 2,42:
Deferred tax liabilities 33¢ 48(
Other nor-current liabilities 1,172 682
Total nor-current liabilities 16,28¢ 12,82:
Commitments and contingenci
Oracle Corporation stockhold’ equity:
Preferred stock, $0.01 par ve—authorized: 1.0 shares; outstanding: n — —
Common stock, $0.01 par value and additional paithpital—authorized: 11,000 shares; outstandif@t%Hshares as of February :
2010 and 5,005 shares as of May 31, 2 13,97: 12,98(
Retained earning 14,257 11,89
Accumulated other comprehensive incc 24¢€ 21€
Total Oracle Corporation stockhold’ equity 28,47¢ 25,09(
Noncontrolling interest 37t 858
Total equity 28,85 25,44¢
Total liabilities and equit $ 59,38¢ $  47,41¢

See notes to condensed consolidated financiahstamis.
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three and Nine Months Ended February 28, 200 and 2009

(Unaudited)
Three Months Ended
February 28,
(in millions, except per share data) 2010 2009
Revenues
New software license $1,71¢ $1,51¢
Software license updates and product sug 3,29 2,917
Software revenue 5,01t 4,43:
Hardware systems produc 273 —
Hardware systems suppt 18t —
Hardware systems revent 45¢ —
Services 931 1,02(
Total revenue 6,404 5,45:
Operating expense
Sales and marketir 1,241 1,05¢
Software license updates and product sug 281 25€
Hardware systems produtc 20€ —
Hardware systems suppt 11€ —
Services 81€ 85E
Research and developmt 82: 677
General and administrati\ 23€ 192
Amortization of intangible asse 50z 437
Acquisition related and othi 34 27
Restructuring 30€ 15
Total operating expens 4,561 3,51:
Operating incomi 1,84: 1,94(
Interest expens (18¢€) (154)
Non-operating income (expense), | (75 24
Income before provision for income tay 1,582 1,81(C
Provision for income taxe 393 481
Net income $1,18¢ $1,32¢
Earnings per shar
Basic $ 0.24 $ 0.27
Diluted $ 0.2¢ $ 0.2¢
Weighted average common shares outstant
Basic 5,01t 5,00t
Diluted 5,07¢ 5,05¢
Dividends declared per common sh $ 0.0 $ —

See notes to condensed consolidated financiahsamis.

Nine Months Ended
February 28,

2009

$ 4,37¢
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended February 28, 2010 and 2@0
(Unaudited)

(in millions)

Cash Flows From Operating Activitie
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciatior
Amortization of intangible asse
Deferred income taxe
Stoclk-based compensatic
Tax benefits on the exercise of stock options asling of restricted sto-based award
Excess tax benefits on the exercise of stock optanml vesting of restricted st-based award
Other, ne
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables,
Decrease in inventorie
Decrease in prepaid expenses and other &
Decrease in accounts payable and other liabi
Decrease in income taxes paye
Decrease in deferred revent
Net cash provided by operating activit
Cash Flows From Investing Activitie
Purchases of marketable securities and other imesgs
Proceeds from maturities and sales of marketalsleries and other investmer
Acquisitions, net of cash acquir
Capital expenditure
Net cash used for investing activiti
Cash Flows From Financing Activitie
Payments for repurchases of common s
Proceeds from issuances of common s
Payment of dividends to stockhold:
Proceeds from borrowings, net of issuance ¢
Repayments of borrowing
Excess tax benefits on the exercise of stock optanml vesting of restricted st-based award
Distributions to noncontrolling interes
Net cash provided by (used for) financing actis
Effect of exchange rate changes on cash and casveénts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Non-cash investing and financing transactic
Fair value of stock options and restricted s-based awards assumed in connection with acquis
Increase in unsettled repurchases of common :

See notes to condensed consolidated financiahstamis.

Nine Months Ended
February 28,

2010
$ 3,77

19¢
1,36¢

(362)
31¢
117

(72)
79

2009
$ 3,70:

19¢
1,27¢

(302)
274
141

(92)
68

1,84¢

33¢
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
February 28, 2010
(Unaudited)

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

We have prepared the condensed consolidated fedestaiements included herein, without audit, paingo the rules and regulations of the
U.S. Securities and Exchange Commission (SEC) aertformation and footnote disclosures normatigliuded in financial statements
prepared in accordance with U.S. generally accegtedunting principles have been condensed or esngtirsuant to such rules and
regulations. However, we believe that the disclesware adequate to ensure the information presented misleading. These unaudited
condensed consolidated financial statements shmutéad in conjunction with the audited financtatements and the notes thereto include
our Annual Report on Form 10-K for the fiscal yeaded May 31, 2009.

On January 26, 2010, we completed our acquisitiddua Microsystems, Inc. (Sun), a provider of haadsvsystems, software and services, by
means of a merger of one of our wholly owned suéasi&s with and into Sun such that Sun became diybaned subsidiary of Oracle. As a
result of our acquisition of Sun, we entered intteav hardware systems business. Our hardware sy&tesmess consists of two operating
segments: hardware systems products and hardwstesrsy support. In addition, we enhanced our egistoftware and services businesses
with additional offerings. The condensed consoéiddinancial statements included in this Quart&gport include the financial results of Sun
prospectively from the date of acquisition. Upomg@detion of our acquisition of Sun, we adopted @iernew significant accounting policies as
noted below. Refer to Note 2 below for additionetails of our acquisition of Sun.

We believe that all necessary adjustments, whicisisted only of normal recurring items, have bemtuided in the accompanying financial
statements to present fairly the results of therint periods. The results of operations for therimi periods presented are not necessarily
indicative of the operating results to be expeétedny subsequent interim period or for our fisgedr ending May 31, 2010.

In July 2009, the Financial Accounting Standardaf8qFASB) issued thEASB Accounting Standards Codificati@odification), which we
adopted in our second quarter of fiscal 2010. Thexe no changes to our consolidated financiaéstahts and related disclosures containe
this Quarterly Report due to the implementatiothef Codification, other than changes in referendhis Quarterly Report to the various
authoritative accounting pronouncements containigdaimthe Codification.

During fiscal 2010, we adopted certain new accagngironouncements that affected our significanbanting policies, including FASB
Accounting Standards Codification (ASC) 8@usiness CombinationsAccounting Standards Update No. 2009-R8yenue Recognition
(Topic 605)—Multiple-Deliverable Revenue Arrangeta@aSU 2009-13) and Accounting Standards Update M09214,Software (Topic
985)—Certain Revenue Arrangements That IncludevBrdtElement§ASU 2009-14). As a result of our recent acquisitdd Sun and our
adoption of ASU 2009-13 and ASU 2009-14, we hawtuhed our updated accounting policies for revergegnition, inventories and
shipping costs below. We disclosed our accountolies for ASC 805 and all of our other signifitatcounting policies in Note 1 of Notes
to Consolidated Financial Statements in our AnfRegort on Form 10-K for the fiscal year ended May2009. There have been no other
changes to our significant accounting policies thate disclosed in our Annual Report on Form 1®Kthe fiscal year ended May 31, 2009
other than the aforementioned policy changes arttlards reference changes resulting from the @atiiin.

As a result of our adoption of the FASB’s new agtmng guidance for noncontrolling interests as aored in ASC 810 Consolidationas of
the beginning of fiscal 2010, we retrospectivelysslified noncontrolling interest positions of certaf our consolidated entities as a separate
component of consolidated equity from the equitsilaitable to Oracle’s stockholders for all periguesented. The noncontrolling interests in
our net income were not significant to our consatkd results for the periods presented and theréfave been included as a

4
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

component of non-operating income (expense), netiircondensed consolidated statements of opesatiertain other prior year balances
have been reclassified to conform to the curreat’ggresentation. Such reclassifications did filgchour total revenues, operating income or
net income.

Revenue Recognitio

Our sources of revenues prior to our acquisitioBuf were: (1) software, which includes new sofaarense and software license updates
product support revenues, and (2) services, whiclude consulting, On Demand and education revemgea result of our acquisition of Sun
on January 26, 2010, our sources of revenues heam éxpanded to include hardware systems produaish primarily include revenues from
the sale of computer servers and storage prodaatshardware systems support revenues.

Revenue Recognition for Software Products and So#vRelated Services (Software Elements)

New software license revenues represent fees eforadgranting customers licenses to use our daggbaiddleware and applicatio
software, and exclude revenues derived from soéWeense updates, which are included in softwiaemke updates and product support
revenues. While the basis for software licensemageaecognition is substantially governed by theoaating guidance contained in ASC 985-
605, Software-Revenue Recognitiowe exercise judgment and use estimates in coenestth the determination of the amount of softevar
and services revenues to be recognized in eacluaiieg period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize new
software license revenues when: (1) we enter indgally binding arrangement with a customer fa lihense of software; (2) we deliver the
products; (3) customer payment is deemed fixeceterchinable and free of contingencies or significarcertainties; and (4) collection is
probable. Substantially all of our new softwareltise revenues are recognized in this manner.

Substantially all of our software license arrangetselo not include acceptance provisions. Howefagceptance provisions exist as part of
public policy, for example, in agreements with goweent entities where acceptance periods are exjby law, or within previously executed
terms and conditions that are referenced in theeoiagreement and are short-term in nature, werg#y recognize revenues upon delivery
provided the acceptance terms are perfunctory tiothe&r revenue recognition criteria have been. tfietcceptance provisions are not
perfunctory (for example, acceptance provisions @@ long-term in nature or are not included asdrd terms of an arrangement), revenues
are recognized upon the earlier of receipt of emittustomer acceptance or expiration of the aceeptperiod.

The vast majority of our software license arrangetmiéclude software license updates and prodymat contracts, which are entered into at
the customer’s option and are recognized ratabdy the term of the arrangement, typically one y8aftware license updates provide
customers with rights to unspecified software patdypgrades, maintenance releases and patchesagléaring the term of the support per
Product support includes internet access to teehnantent, as well as internet and telephone adoet®chnical support personnel. Software
license updates and product support contractsarerglly priced as a percentage of the net newaodtlicense fees. Substantially all of our
customers renew their software license updatepesdlict support contracts annually.

Revenue Recognition for Multi-Element Arrangements—Software Products and SoftRafated Services (Software Arrangements)

We often enter into arrangements with customersphichase both software related products andeeEsfrom us at the same time, or within
close proximity of one another (referred to aswafe related multiple-element arrangements). Saftivare related multiple element
arrangements include the sale of our software mtsdgoftware license updates and product suppattacts and other software related
services whereby software
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

license delivery is followed by the subsequentartemporaneous delivery of the other elementstltiase software related multiple-element
arrangements, we have applied the residual methddtermine the amount of license revenues todmgrezed pursuant to ASC 985-605.
Under the residual method, if fair value existsudodelivered elements in a multiple-element arramgy#, such fair value of the undelivered
elements is deferred with the remaining portiothef arrangement consideration recognized uponetgliof the software license or services
arrangement. We allocate the fair values of eagimeht of a software related multiple-element areamgnt based upon its fair value as
determined by our vendor specific objective evide®¢SOE—described further below), with any remagn@mount allocated to the software
license.

Revenue Recognition for Hardware Systems Produnctddardware Systems Related Services (Nonsoftwigradnts)

Revenues from the sale of hardware systems prodejmtssent amounts earned primarily from the sbt®mputer servers and storage
products. Our revenue recognition policy for thesasoftware deliverables is based upon the acamygtiidance contained in ASC 605,
Revenue Recogniti, and we exercise judgment and use estimates imection with the determination of the amount ofdweare systems
products and hardware systems related serviceauesdo be recognized in each accounting period.

Revenues from the sales of hardware systems poduetrecognized when: (1) persuasive evidenca afrangement exists; (2) we deliver
products and passage of the title to the buyerrsc¢8) the sale price is fixed or determinabled é4) collection is reasonably assured.
Revenues that are not recognized at the time eflsadause the foregoing conditions are not matamgnized when those conditions are
subsequently met. When applicable, we reduce reagefor estimated returns or certain other incergihograms where we have the ability to
sufficiently estimate the effects of these item$iéfé an arrangement is subject to acceptanceigried the acceptance provisions are not
perfunctory (for example, acceptance provisions @@ long-term in nature or are not included asdrd terms of an arrangement), revenues
are recognized upon the earlier of receipt of emittustomer acceptance or expiration of the aceeptperiod.

Our hardware systems support offerings generallyige customers with software updates for the smféwcomponents that are essential to the
functionality of our hardware systems and storagelypcts and can include product repairs, maintemaecvices, and technical support
services. Hardware systems support contracts ageeehinto at the customer’s option and are reagghiatably over the contractual term of
the arrangement.

Revenue Recognition for Multi-Element Arrangements—Hardware Systems Product$landivare Systems Related Services (Nonsoftware
Arrangements

In the third quarter of fiscal 2010, we early adgmpthe provisions of ASU 2009-13 and ASU 2009-18UA2009-13 amended existing
accounting guidance for revenue recognition fortiplg-element arrangements. To the extent a delblerwithin a multiple-element
arrangement is not accounted for pursuant to @besunting standards, including ASC 985-685ftware-Revenue Recognitidf§U 2009-13
establishes a selling price hierarchy that allogvgtie use of an estimated selling price (ESPxterthine the allocation of arrangement
consideration to a deliverable in a multiple eletremangement where neither VSOE nor third-parigexnvce (TPE) is available for that
deliverable. ASU 2009-14 modifies the scope of AB5-605 to exclude tangible products containingveafe components and nonsoftware
components that function together to deliver tredpct’'s essential functionality. In addition, ASO®-14 provides guidance on how a vendor
should allocate arrangement consideration to ntwsoé and software deliverables in an arrangeméetevthe vendor sells tangible products
containing software components that are essentidglivering the tangible product’s functionality.

6
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

As a result of our early adoption of ASU 2009-18 &5U 2009-14, we applied the provisions of thesmanting standards updates as of the
beginning of our fiscal year 2010. The retrospextpplication of ASU 2009-13 and 2009-14 as ofitbginning of our fiscal year 2010 had no
impact to our previously reported results of opieret.

We enter into arrangements with customers thathase both nonsoftware related products and serfricesus at the same time, or within
close proximity of one another (referred to as émgare multiple-element arrangements). Each eléeméhin a nonsoftware multiplelemen
arrangement is accounted for as a separate uadtamfunting provided the following criteria are ntée delivered products or services have
value to the customer on a standalone basis; araghfarrangement that includes a general righ¢toirn relative to the delivered products or
services, delivery or performance of the undelidgyeoduct or service is considered probable asdbstantially controlled by us. We consider
a deliverable to have standalone value if the prbduservice is sold separately by us or anotkedur or could be resold by the customer.
Further, our revenue arrangements generally dinotitde a general right of return relative to tledivered products. Where the aforementic
criteria for a separate unit of accounting aremet, the deliverable is combined with the undeldeelement(s) and treated as a single unit of
accounting for the purposes of allocation of thramgement consideration and revenue recognitiontHése units of accounting which include
more than one deliverable but are treated as desimit of accounting, we generally recognize rexenover the delivery period. For the
purposes of revenue classification of the elemiraisare accounted for as a single unit of accagntve allocate revenue to hardware system
and services based on a rational and consistelhoehgibgy utilizing our best estimate of fair valfesuch elements.

For our nonsoftware multiple-element arrangemem¢sallocate revenue to each element based oniragsetice hierarchy at the arrangement
inception. The selling price for each element isdohupon the following selling price hierarchy: S®available, TPE if VSOE is not
available, or ESP if neither VSOE nor TPE is aldéga description as to how we determine VSOE, aR&EESP is provided below). If a
tangible hardware systems product includes softweeedetermine whether the tangible hardware systmoduct and the software work
together to deliver the product’s essential funwidy and, if so, the entire product is treatecamnsoftware deliverable. The total
arrangement consideration is allocated to eachraepanit of accounting for each of the nonsoftwdetverables using the relative selling
prices of each based on the aforementioned sqdliicg hierarchy. We limit the amount of revenueoggdzed for delivered elements to an
amount that is not contingent upon future deliveiradditional products or services or meeting of specified performance conditions.

To determine the selling price in multiple-elemamangements, we establish VSOE of selling prideguthe price charged for a deliverable
when sold separately and for software license @sdand product support and hardware systems suppsad on the renewal rates offered to
customers. For nonsoftware multiple element arraveges, TPE is established by evaluating similariatetchangeable competitor products
services in standalone arrangements with simikitlyated customers. If we are unable to deternfiaeselling price because VSOE or TPE
doesnt exist, we determine ESP for the purposes of atlng the arrangement by considering several eatemd internal factors including, |
not limited to, pricing practices, margin objec8yeompetition, geographies in which we offer otaducts and services, internal costs and
stage of the product lifecycle. The determinatibESP is made through consultation with and apgdrbyaur management, taking into
consideration our go-to-market strategy. As oulQurcompetitors’, pricing and go-to-market strégsgvolve, we may modify our pricing
practices in the future, which could result in apasto our determination of VSOE, TPE and ESP. fesalt, our future revenue recognition
for multiple-element arrangements could differ materially framn i@sults in the current period. Selling prices analyzed on an annual basi
more frequently if we experience significant chanireour selling prices.

7



Table of Contents

ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

Revenue Recognition Policies Applicable to botht®afe and Nonsoftware Elements

Revenue Recognition for Multi-Element Arrangements—Arrangements with SoftwadeNomsoftware Elements

We also enter into multiple-element arrangemergsitiay include a combination of our various sofevealated and nonsoftware related
products and services offerings including hardveystems products, hardware systems support, néwageflicenses, software license upd
and product support, consulting, On Demand andadhrc In such arrangements, we first allocatetdted arrangement consideration baset
the relative selling prices of the software grofiglements as a whole and to the nonsoftware eltsn@re then further allocate consideration
within the software group to the respective elemevithin that group following the guidance in AS859605 and our policies described above.
After the arrangement consideration has been da#dda the elements, we account for each respeekdraent in the arrangement as described
above.

Other Revenue Recognition Policies Applicable tiv&we and Nonsoftware Elements

Many of our software arrangements include conggilitimplementation services sold separately undeswdting engagement contracts and are
included as a part of our services business. Congukvenues from these arrangements are genadhunted for separately from new
software license revenues because the arrangemealiy as services transactions as defined in A88-605. The more significant factors
considered in determining whether the revenuesldhmiaccounted for separately include the natbisexvices (i.e., consideration of whether
the services are essential to the functionalittheflicensed product), degree of risk, availabitifyservices from other vendors, timing of
payments and impact of milestones or acceptantaierbn the realizability of the software licerise. Revenues for consulting services are
generally recognized as the services are perforthdtere is a significant uncertainty about thejpct completion or receipt of payment for the
consulting services, revenues are deferred usilticertainty is sufficiently resolved. We estimiie proportional performance on contracts
with fixed or “not to exceed” fees on a monthly isastilizing hours incurred to date as a percentagetal estimated hours to complete the
project. If we do not have a sufficient basis tcaswee progress towards completion, revenues angmeed when we receive final acceptance
from the customer. When total cost estimates exoeeghues, we accrue for the estimated losses imatedusing cost estimates that are
based upon an average fully burdened daily ratécambe to the consulting organization deliverihg services. The complexity of the
estimation process and factors relating to themaptions, risks and uncertainties inherent withapplication of the proportional performance
method of accounting affects the amounts of reveanel related expenses reported in our consolidiagacial statements. A number of
internal and external factors can affect our esiancluding labor rates, utilization and effiody variances and specification and testing
requirement changes.

On Demand is comprised of Oracle On Demand and Aake Customer Services and is a part of our ser\iasiness. Oracle On Demand
services are offered as standalone arrangemeatsapart of arrangements to customers buying néware licenses or hardware systems
products and services. Our On Demand services geowulti-featured software and hardware managearahimaintenance services for our
software and hardware systems products deliveredradata center facilities, select partner dataars or customer facilities. Advanced
Customer Services provide customers with servieesdhitect, implement and manage customer IT enwents including software and
hardware systems product management services tigeiggecific solution support centers and remoie @m-site expert services. Depending
upon the nature of the arrangement, revenues frord@&@nand services are recognized as services goemed or ratably over the term of the
service period, which is generally one year or.less

Education revenues are a part of our services bssiand include instructor-led, media-based amdriat-based training in the use of our
software and hardware systems products. Educaginues are recognized as the classes or otheatemuofferings are delivered.

8
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

If an arrangement contains multiple elements ares amt qualify for separate accounting for the podb@nd service transactions, then new
software license revenues and/or hardware systemalsigts revenues, including the costs of hardwgstems products, are generally
recognized together with the services based orracraccounting using either the percentage-of-detiom or completed-contract method.
Contract accounting is applied to any bundled safewhardware systems and services arrangementhafinclude milestones or customer
specific acceptance criteria that may affect cdibecof the software license or hardware systernsdyet fees; (2) where consulting services
include significant modification or customizatiohtbe software or hardware systems product; (3)re/kegnificant consulting services are
provided for in the software license contract adiaare systems product contract without additiaferge or are substantially discounted; or
(4) where the software license or hardware sysfmeduct payment is tied to the performance of cliimguservices. For the purposes of
revenue classification of the elements that areaated for as a single unit of accounting, we @teaevenues to software and nonsoftware
elements based on a rational and consistent mdtigpdotilizing our best estimate of fair value ofch elements.

We also evaluate arrangements with governmentalesn¢ontaining “fiscal funding” or “terminatiorf convenience” provisions, when such
provisions are required by law, to determine thebpbility of possible cancellation. We consider tiplg factors, including the history with the
customer in similar transactions, the “essential' @s the software or hardware systems productstia@glanning, budgeting and approval
processes undertaken by the governmental entitye iletermine upon execution of these arrangentleatshe likelihood of cancellation is
remote, we then recognize revenues once all ofriteria described above have been met. If suckterchination cannot be made, revenues are
recognized upon the earlier of cash receipt or@pgrof the applicable funding provision by the govnental entity.

We assess whether fees are fixed or determinalte éime of sale and recognize revenues if akothvenue recognition requirements are
met. Our standard payment terms are net 30 daysettsr, payment terms may vary based on the coimtmhich the agreement is executed.
Payments that are due within six months are gelgetaémed to be fixed or determinable based orsoccessful collection history on such
arrangements, and thereby satisfy the requireeriifor revenue recognition.

While most of our arrangements for sales within seftware and hardware systems businesses indhateterm payment terms, we have a
standard practice of providing long-term financtogredit worthy customers through our financinggon. Since fiscal 1989, when our
financing division was formed, we have establisadstory of collection, without concessions, oesth receivables with payment terms that
generally extend up to five years from the contdate. Provided all other revenue recognition deteave been met, we recognize new
software license revenues and hardware systemsigigotevenues for these arrangements upon delimetyf any payment discounts from
financing transactions. We have generally soldivatdes financed through our financing divisionanon-recourse basis to third party
financing institutions and we classify the proce&dm these sales as cash flows from operatingities in our consolidated statements of ¢
flows. We account for the sales of these receiwabte"true sales” as defined in ASC 86fansfers and Servicing

In addition, we sell hardware systems producte&sihg companies that, in turn, lease these predoiend-users. In transactions where the
leasing companies have no recourse to us in tha efeefault by the end-user, we recognize revexiymint of shipment or point of delivery,
depending on the shipping terms and if all the otbeenue recognition criteria have been met. targgements where the leasing companies
have more than insignificant recourse to us inetient of default by the end-user (defined as rexl@asing), we recognize both the product
revenue and the related cost of the product apdiiments are made to the leasing company by theissr] generally ratably over the lease
term.

Our customers include several of our suppliers@nthre occasion, we have purchased goods or ssrfidc our operations from these vendors
at or about the same time that we have sold outyats to these same companies (Concurrent TraosagtiSoftware license agreements or
sales of hardware systems that occur within a
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three-month time period from the date we have msetl goods or services from that same customeewirved for appropriate accounting
treatment and disclosure. When we acquire goodstices from a customer, we negotiate the purcbeysarately from any sales transaction,
at terms we consider to be at arm’s length, arttegbe purchase in cash. We recognize new softliaese revenues or hardware systems
products revenues from Concurrent Transactionk éff @ur revenue recognition criteria are met éimel goods and services acquired are
necessary for our current operations.

Inventories

Inventories are stated at the lower of cost (firsfirst out) or market value. We evaluate ouriagdnventories for estimated excess quantities
and obsolescence. This evaluation includes anatysales levels by product and projections of feitdlemand within specific time horizons
(generally six months or less). Inventories in escef future demand are written down. In additiea,assess the impact of changing
technology to our inventory and we write-off invenés that are considered obsolete.

Shipping Cost:

Our shipping and handling costs for hardware systeraducts sales are included in expenses for laedsystems products for all periods
presented.

Acquisition Related and Other Expenses

Acquisition related and other expenses consisecdgnnel related costs for transitional and cexétier employees, stock-based compensation
expenses, integration related professional servastain business combination adjustments afeermthasurement period or purchase price
allocation period has ended, and certain otheratimgr expenses, net. Stock-based compensatiordentiin acquisition related and other
expenses resulted from unvested options or restrigtiock-based awards (primarily consisting ofrietstd stock units) assumed from
acquisitions whereby vesting was accelerated uponitation of the employees pursuant to the origerans of those options or restricted
stock-based awards. As a result of our adoptidheFASB’s revised accounting guidance for busimessbinations as of the beginning of
fiscal 2010, certain acquisition related and othgrenses are now recorded as expenses in our stdteaf operations that would previously
have been included as a part of the consideratimsferred and capitalized as a part of the acawyfdr our acquisitions pursuant to previous
accounting rules, primarily direct transaction sagich as professional services fees.

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Transitional and other employee related ¢ $ 5 $ 8 $ 10 $ 39
Stoclk-based compensatic 1C 3 10 14
Professional fees and other, 18 16 25 34
Business combination adjustments, 1 — 5 11

Total acquisition related and other exper $ 3H $ 27 $ 50 $ 98
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Non-Operating Income (Expense), net

Non-operating income (expense), net consists primafiipterest income, net foreign currency exchagaies (losses), the noncontrolling
interests in the net profits of our majority-owrsdsidiaries (Oracle Financial Services Softwamitgd and Oracle Japan), and net other
income (losses), including net realized gains asdds related to all of our investments and netalized gains and losses related to the small
portion of our investment portfolio that we clagsifs trading.

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Interest incom: $ 27 $ 58 $ 91 $ 24z
Foreign currency losses, r (88) 9) (109) (22
Noncontrolling interests in incorn (24) (23) (63) (58)
Other income (losses), n 1C 2 40 (49

Total nor-operating income (expense), | $ (75 $ 24 $ (41 $ 114

Included in our non-operating income (expense)anenet foreign currency losses for the threerdnel months ended February 28, 2010 that
included a foreign currency loss relating to oun¥zuelan subsidiary’s operations. Effective Decamib2009, we designated our Venezuelan
subsidiary as “highly inflationary” in accordanc&hlwASC 830,Foreign Currency Mattersand began using the U.S. Dollar as the subsidiary
new functional currency. During our third quartéfiscal 2010, the Venezuelan government devaltgedurrency and we recognized a $70
million foreign currency loss as a result of thmeasurement of certain assets and liabilities oMamezuelan subsidiary. As a large portion of
our consolidated operations are international, dccexperience additional foreign currency voigtiin the future, the amounts and timing of
which are variable.

Comprehensive Income

Comprehensive income consists of the following,aféhcome tax effects: net income, net foreigrrency translation gains and losses, net
gains and losses related to certain of our devigdthancial instruments that are reflected in @r&orporation stockholders’ equity and net
unrealized gains and losses on marketable debeéquity securities that we classify as availabledale. The following table sets forth the
calculation of comprehensive income:

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Net income $ 1,18¢ $ 1,32¢ $ 3,77: $ 3,70:
Foreign currency translation (losses) gains, (233) (56) 43 (739)
Unrealized gains (losses) on derivative financiatiuments, ne 18 10 (23 (34)
Unrealized (losses) gains on marketable securitiet — (4) — 6

Comprehensive incon $ 974 $ 1,27¢ $ 3,80z $ 2,93¢

Recent Accounting Pronouncements

Disclosure requirements related to Fair Value Measments: In January 2010, the FASB issued Accounting Stafsldipdate No. 2010-
06, Improving Disclosures about Fair Value Measuremémtspic 820)— Fair Value Measurements and Disclosu(d$SU 2010-06) to add
additional disclosures about the different clasdesssets

11
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and liabilities measured at fair value, the valmtiechniques and inputs used, the activity in L8vair value measurements, and the transfers
between Levels 1, 2, and 3. Levels 1, 2 and 3iof/&due measurements are defined in Note 3 belgerwill adopt this new accounting
standards update in our fourth quarter of fiscal®8xcept for the provisions of this update thdk e effective in our fiscal 2012. We are
currently evaluating the impact of its pending aétmpon our consolidated financial statements.

Transfers of Financial Assets: In June 2009, the FASB issued and subsequentljieddiccounting Standards Update No. 2009-16,
Transfers and Servicing (Topic 868) Accounting for Transfers of Financial Ass@ASU 2009-16). ASU 2009-16 eliminates the concdat o
“qualifying special-purpose entity” with regardsttansfer of financial assets and changes the memeints for derecognizing financial assets.
We will adopt this new accounting standards updafiscal 2011 and are currently evaluating theaetpf its pending adoption on our
consolidated financial statements.

Variable Interest Entities: In June 2009, the FASB issued and subsequendified Accounting Standards Update No. 2009-17,
Consolidations (Topic 810)—Improvements to FinanRigporting by Enterprises Involved with Variabfedrest EntitiegASU 200947). ASU
2009-17 amends the evaluation criteria to idertify primary beneficiary of a variable interest gndéis provided pursuant to existing
accounting standards and requires ongoing reassassof whether an enterprise is the primary beizfi of the variable interest entity. We
will adopt ASU 2009-17 in fiscal 2011 and are cuathg evaluating the impact of its pending adoptionour consolidated financial statements.

2.  ACQUISITIONS

Acquisition of Sun Microsystems, Inc.

On January 26, 2010 we completed our acquisitidBusf Microsystems, Inc., a provider of hardwardesys, software and services, by means
of a merger of one of our wholly owned subsidiariéth and into Sun such that Sun became a whollgemsubsidiary of Oracle. We acquired
Sun to, among other things, expand our productiaffe by adding Sun’s existing hardware system#ess and broadening our software and
services offerings. We have included the finaneigllts of Sun in our condensed consolidated fimhstatements from the date of acquisition.
For the three and nine months ended February 28),2un contributed $543 million to our total reves.

The total preliminary purchase price for Sun wasragimately $7.3 billion and was comprised of:

(in millions, except per share amounts

Acquisition of approximately 757 million sharesaftstanding common stock of Sun at $9.50 per sharash $ 7,19¢
Preliminary fair value of stock options and resattstoc-based awards assum 9C
Total preliminary purchase pri $ 7,28¢

The preliminary fair values of stock options assdmere estimated using a Black-Scholes-Merton ogpigcing model. The preliminary fair
value of unvested Sun stock options and restristeck-based awards will be recorded as operatipgrese over the remaining service periods,
while the preliminary fair values of vested stogkions and restricted stock-based awards are iadlidthe total purchase price. The
preliminary purchase price for Sun is subject targie during the measurement period as we findiz@timber of Sun common shares
outstanding that we purchased, validate the comrecalculations of Sun stock options and restda®ckbased awards assumed, and fine
the proportion of such stock options and restristedk-based awards assumed that are vested las @fquisition date.

Preliminary Purchase Price Allocatiol

Pursuant to our business combinations accountitigypthe total preliminary purchase price for Suas allocated to the preliminary net
tangible and intangible assets based upon thdinpnary fair values as of

12
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January 26, 2010 as set forth below. The excetgeqireliminary purchase price over the preliminaeytangible assets and preliminary
intangible assets was recorded as goodwill. Thienpireary allocation of the purchase price was baggon a preliminary valuation and our
estimates and assumptions are subject to changmlie measurement period (up to one year fronatiogisition date). The primary areas of
the preliminary purchase price allocation thatraotyet finalized relate to the fair values of aérttangible assets and liabilities acquired, the
valuation of intangible assets acquired, certagallenatters, income and non-income based taxesesitlial goodwill. We expect to continue
to obtain information to assist us in determinihg fair value of the net assets acquired at thaisitign date during the measurement period.
Our preliminary purchase price allocation for Ssias$ follows:

(in millions)
Cash and marketable securit $ 2,571
Trade receivable 1,07¢
Inventories 334
Goodwill 1,24¢
Intangible assel 3,34
In-process research and developn 41k
Other asset 2,05¢
Accounts payable and other liabiliti (3,96))
Deferred tax assets, r 1,24«
Deferred revenue (1,049
Total preliminary purchase prit $ 7,28¢

Goodwill acquired will be allocated to our operatsegments upon completion of certain valuatiors jgart of the final purchase price
allocation. We generally do not expect the goodwitiognized to be deductible for income tax purpose

Preliminary Valuations of Intangible Assets Acquide
The following table sets forth the preliminary caments of intangible assets acquired in conneetitinthe Sun acquisition:

Weighted
Preliminary Average Usefu
(Dollars in millions) Fair Value Life
Hardware systems support agreements and relatgerehips $ 771 7 years
Developed technolog 1,34¢ 4 years
Core technolog 534 4 years
Customer relationshir 467 3 years
Trademarks 22€ 7 years
Total intangible assets subject to amortiza 3,34
In-process research and developn 41F
Total intangible asse $ 3,762
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Hardware systems support agreements and relatgbrships and customer relationships represerfathealues of the underlying
relationships and agreements with Sun’s custonbergeloped technology represents the fair valueduof products that have reached
technological feasibility and are a part of Sun'sduct lines. Core technology represents the finas of the Sun processes, patents and trade
secrets related to the design and developmentrgs uoducts. This proprietary know-how can be taged to develop new technology and
improve our existing products. Trademarks repretenfair values of brand and name recognition@ased with the marketing of Sun’s
products and services. In-process research andogevent represents the fair values of incomplete i@gearch and development projects that
had not reached technological feasibility as ofdate of acquisition.

Preliminary Pre-Acquisition Contingencies Assumed

We have evaluated and continue to evaluate preigitiqo contingencies relating to Sun that existedf the acquisition date. We have
preliminarily determined that certain of these pogtuisition contingencies are probable in naturkestimable as of the acquisition date and,
accordingly, have preliminarily recorded our bestreates for these contingencies as a part oftbléypnary purchase price allocation for S
We continue to gather information for and evalisatbstantially all pre-acquisition contingencied tva have assumed from Sun. If we make
changes to the amounts recorded or identify additipre-acquisition contingencies during the remeirof the measurement period, such
amounts recorded will be included in the purchassemllocation during the measurement period aoldsequently, in our results of operati

Other Fiscal 2010 Acquisitions

During the first nine months of fiscal 2010, we aicgd other companies and purchased certain teognp@nd development assets to expand
our product offerings. These acquisitions weresignificant individually or in the aggregate. Wevhaaccounted for these acquisitions in
accordance with the FASB's revised accounting stethébr business combinations, which we adopteaf &8s beginning of fiscal 2010. We
have included the financial results of these corgsaim our consolidated results from their respecticquisition dates. The preliminary
purchase price allocations for each of these aitouis were based upon a preliminary valuation amdestimates and assumptions for certain
of these acquisitions are subject to change ashtaradditional information for our estimates dgrihe respective measurement periods. The
primary areas of those purchase price allocatibatéare not yet finalized relate to identifiableaimgible assets, certain legal matters, income
and non-income based taxes and residual goodwilatately, in the third quarter of fiscal 2010, aggeed to acquire certain other companies
for amounts that are not material to our businé&s expect these transactions to close in the fayurénter of fiscal 2010.

Fiscal 2009 Acquisitions

During fiscal 2009, we acquired several companiesmurchased certain technology and developmeatsagsexpand our product offerings.
These acquisitions were not individually signifitawe have included the financial results of thes@panies in our consolidated results from
their respective acquisition dates. In the aggesghe total purchase price for these acquisitioas approximately $1.2 billion, which consis
of approximately $1.2 billion in cash, $1 millioorfthe fair value of stock options and restrictetk-based awards assumed and $13 million
for transaction costs. The preliminary allocatiofipurchase price for certain of these acquisitiwese based upon preliminary valuations and
our estimates and assumptions are subject to chingkocating the total purchase price for thasquisitions based on estimated fair values,
we preliminarily recorded $708 million of goodwi#i587 million of identifiable intangible assets6%illion of net tangible liabilities

(resulting primarily from deferred tax and resturatg liabilities assumed as a part of these
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transactions) and $10 million of in-process redeard development. The primary areas of the puechése allocations that are not yet
finalized relate to certain restructuring liab@si, intangible assets, legal matters, income andnumme based taxes and residual goodwill.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information i tiable below summarizes the combined results efatjpns for Oracle, Sun and certain
other companies that we acquired since the begirofifiscal 2009 (which were collectively signifitafor purposes of unaudited pro forma
financial information disclosure) as though the pamies were combined as of the beginning of fi26&9. The pro forma financial
information for all periods presented also incluttesbusiness combination accounting effects rieguitom these acquisitions including our
amortization charges from acquired intangible as@adrtain of which are preliminary), the elimimettiof certain goodwill and intangible asset
impairment charges incurred by Sun, stock-basedeosation charges for unvested stock options astdated stock-based awards assumed,
adjustments to interest expense for borrowingsthedelated tax effects as though the aforementicoenpanies were combined as of the
beginning of fiscal 2009. The pro forma financidormation as presented below is for informatigmadposes only and is not indicative of the
results of operations that would have been achiéubé acquisitions and any borrowings undertatcefinance these acquisitions had taken
place at the beginning of fiscal 2009.

The unaudited pro forma financial information foetthree and nine months ended February 28, 20h8ined the historical results of Oracle
for the three and nine months ended February 28),28e historical results of Sun for the three am#& month periods ended September 27,
2009 (due to differences in reporting periods) tredhistorical results for certain other compartieg we acquired since the beginning of fiscal
2010 based upon their respective previous repopEngpds and the dates that these companies wauéred by us, and the effects of the pro
forma adjustments listed above.

The unaudited pro forma financial information foetthree and nine months ended February 28, 2088ined the historical results of Oracle
for the three and nine months ended February 28,28e historical results of Sun for the three am#& month periods ended March 27, 2009
(due to differences in reporting periods) and tiséonical results of certain other companies thataequired since the beginning of fiscal 2009
based upon their respective previous reportingodsrand the dates these companies were acquinasi byd the effects of the pro forma
adjustments listed above. The unaudited pro foirmemtial information was as follows for the threglanine months ended February 28, 2010
and 2009:

Three Months Ended Nine Months Ended
February 28, February 28,
(in millions, except per share data) 2010 2009 2010 2009
Total revenue: $ 7,88¢ $ 8,07z $24,04* $25,33¢
Net income $ 1,068 $ 1,11t $ 3,21¢ $ 2,96(
Basic earnings per she $ 0.21 $ 0.22 $ 0.64 $ 0.5¢
Diluted earnings per sha $ 0.21 $ 0.22 $ 0.6 $ 0.57

3. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordantie twé guidance provided by ASC 8Hair Value Measurements and DisclosurésSC

820 defines fair value as the price that woulddmeived from selling an asset or paid to transfextdlity in an orderly transaction between
market participants at the measurement date. Watmrdining the fair value measurements for assetdiabilities required to be recorded at
fair value, we consider the principal or most adageous market in which we would transact and demsissumptions that market participants
would use when pricing the asset or liability, sashnherent risk, transfer restrictions, and agkonperformance.

15



Table of Contents

ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 28, 2010
(Unaudited)

ASC 820 establishes a fair value hierarchy thatireg an entity to maximize the use of observaipeiis and minimize the use of unobserv.
inputs when measuring fair value. An asset’s diility’'s categorization within the fair value hiethy is based upon the lowest level of input
that is significant to the fair value measurem@&8C 820 establishes three levels of inputs that beaysed to measure fair value:

* Level 1: quoted prices in active markets fomiiteal assets or liabilitie:

* Level 2: inputs other than Level 1 that are obsele, either directly or indirectly, such as qabprices in active markets for simi
assets or liabilities, quoted prices for identimasimilar assets or liabilities in markets that aot active, or other inputs that are
observable or can be corroborated by observablkandata for substantially the full term of theetssor liabilities; ol

» Level 3: unobservable inputs that are suppdtelittle or no market activity and that are sigeafnt to the fair value of the assets or
liabilities.
Assets and Liabilities Measured at Fair Value on &ecurring Basis

Our assets and liabilities measured at fair valua cecurring basis, excluding accrued interestpmmants, consisted of the following types of
instruments (Level 1 and 2 inputs are defined apove

February 28, 2010 May 31, 2009
Fair Value Measurements Fair Value Measurements
Using Input Types Using Input Types
(in millions) Level 1 Level 2 Total Level 1 Level 2 Total
Assets:
Money market fund $ 188z $ — $ 188, $ 467 $ — % 467
U.S. Treasury, U.S. government and U.S. governmagency debt securitie 2,652 15 2,66¢ 4,07¢ — 4,07¢
Commercial paper debt securit — 4,681 4,681 — 1,36¢ 1,36¢
Corporate debt securities and ot — 2,381 2,381 — 1,33¢ 1,33¢
Derivative financial instrumen — 23 23 — — —
Total asset $ 453t $ 7,10 $ 1163t $ 4,548 $ 2,70C $ 7,24t
Liabilities:
Derivative financial instrumen $ — 3 9 $ 9 3 — $ 35 $ 35
Total liabilities $ — 3 9 3 9 $ — $ 35 $ 35

Our valuation techniques used to measure the &ireg of our money market funds and U.S. Treadly, government and U.S. government
agency debt securities, that were classified aglLtin the table above, were derived from quotedket prices as substantially all of these
instruments have maturity dates (if any) within gear from our date of purchase and active marfkethese instruments exist. Our valuation
techniques used to measure the fair values otlalronstruments listed in the table above, gehesdil of which mature within one year and
counterparties to which have high credit ratingstenderived from the following: non-binding markensensus prices that are corroborated by
observable market data, quoted market prices fioitegi instruments, or pricing models, such as disted cash flow techniques, with all
significant inputs derived from or corroborateddiyservable market data. Our discounted cash flohnigues use observable market inputs,
such as LIBOR-based yield curves, and currency apotforward rates.

Our cash and cash equivalents, marketable secuaitie¢ derivative financial instruments are recogghiand measured at fair value in our
condensed consolidated financial statements. Baisélde trading prices of our $15.70 billion and £B0billion borrowings, that included
senior notes and commercial paper notes, that agstanding as of February 28, 2010 and May 319 2@&pectively, and the interest rates
we could obtain for other borrowings with similarms at those dates, the estimated fair value oiborowings at February 28, 2010 and
May 31, 2009 was $16.75 billion and $10.79 billiogspectively.
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4. INVENTORIES
Inventories consisted of the following as of Feloyu28, 2010 (insignificant as of May 31, 2009):

(in millions) February 28, 201(
Raw materials $ 10&
Work-in-proces: 52
Finished good 15¢

Total $ 31t

5. INTANGIBLE ASSETS AND GOODWILL

The changes in intangible assets for fiscal 201Dtha gross and net book value of intangible asgdtebruary 28, 2010 and May 31, 2009
were as follows:

Intangible Assets, Gross Accumulated Amortization Intangible Assets, Ne Weighted
May 31, February 28, May 31, February 28, February 28, Average
May 31, Useful

(Dollars in millions) 2009  Additions 2010 2009 Expenst 2010 2009 2010 Life
Software support agreements and related relatipga $ 501z $ 48 $ 506( $ (1,60) $ (421) $ (202) $ 3411 % 3,03¢ 9 year
Hardware systems support agreements and relatbredhips — 771 771 — (12) (12) — 75¢ 7 year:
Developed technolog 3,84¢ 1,44¢ 5,28¢ (1,925 (56¢) (2,499 1,91¢ 2,79¢ 5 year
Core technolog' 1,50z 57¢ 2,08( (687) (197) (884) 81t 1,19¢ 5 year
Customer relationshif 1,28¢ 481 1,76t (320 (240 (460) 964 1,30¢ 7 year:
Trademarks 273 231 504 (119) (31) (144) 16C 36( 7 year:
In-process research and developn — 41E 41E — — — — 41F N.A

Total $11,91f $ 3,96¢ $ 15,88: $ (4,646 $ (1,369 $ (6,015 $ 726¢ $ 9,86¢

Total amortization expense related to our intarggdssets subject to amortization was $502 milliwh®1.4 billion for the three and nine
months ended February 28, 2010, respectively aBd $#llion and $1.3 billion for the three and nimenths ended February 28, 2009,
respectively. Estimated future amortization expeetsed to our intangible assets subject to amatitin was $609 million for the remaindel
fiscal 2010, $2.3 billion in fiscal 2011, $2.0 mt in fiscal 2012, $1.6 billion in fiscal 2013, Bibillion in fiscal 2014, $1.0 billion in fiscal
2015 and $631 million thereafter.

The changes in the carrying amounts of goodwillicwlis generally not deductible for tax purposes,dur software business operating
segments and for our services business for themoreghs ended February 28, 2010 were as follows:

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

Balances as of May 31, 20! $ 5,71¢ $ 11,33¢ $ 1,79z $ — $ 18,84
Goodwill from acquisition: 17¢ 11¢ 2 1,30¢ 1,60¢
Goodwill adjustments for acquisitions consummaiedesthe beginning of fiscal 20:() 9 7 — — 16
Goodwill adjustments for acquisitions consummatedryto fiscal 201((1) (18) (26) (3) — (47)
Balances as of February 28, 2( $ 5,88 $ 11,43¢ $ 1,79 $ 1300 $ 2041

() pursuant to our business combinations accountifigypave record goodwill adjustments for the effectgoodwill of changes to net assets acquirechdihie measurement or purchase
price allocation period (either of which can betapne year from the date of an acquisition). Gatduljustments for acquisitions consummated sitheebeginning of fiscal 2010 were
generally balance sheet related with insignificeffeects to our previously reported operating res

@) Primarily represents goodwill associated with ceguasition of Sun that will be allocated to our ogiéng segments upon finalization of preliminaryuaions.
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6. NOTES PAYABLE AND OTHER BORROWINGS
Commercial Paper Program

In the third quarter of fiscal 2010, we issued $3llon of unsecured short-term commercial papstes (Commercial Paper Notes) pursuant to
our commercial paper program, which allows us saésand sell unsecured short-term promissory motessiant to a private placement
exemption from the registration requirements urfdderal and state securities laws (see Note 7 téd\tw Consolidated Financial Statements
included in our fiscal 2009 Annual Report on ForaKL for further information regarding our commeigiaper program). We issued these
Commercial Paper Notes to finance a portion ofpauchase price for our acquisition of Sun. As dbfeary 28, 2010, we had $951 million of
Commercial Paper Notes outstanding at a weightedage yield, including issuance costs, of 0.18%regture at various dates through

June 14, 2010 (none outstanding as of May 31, 20U8)back-stop these notes with our revolving d¢radieements and therefore, as of
February 28, 2010, we had $3.9 billion of capargtyaining under our commercial paper program. Asidieed below, one of our revolving
credit agreements expired in March 2010.

Senior Notes and Other

In July 2009, we issued $4.5 billion of fixed raemnior notes comprised of $1.5 billion of 3.75%asodue July 2014 (2014 Notes), $1.75 bil
of 5.00% notes due July 2019 (2019 Notes) and $ilkén of 6.125% notes due July 2039 (2039 Nated, together with 2014 Notes and
2019 Notes, the Senior Notes). We issued the S&lates for general corporate purposes and for cguiaition of Sun and acquisition related
expenses.

The effective interest yields of the 2014 Notes, 20lotes and 2039 Notes at February 28, 2010 wék/@ 5.05% and 6.19%, respectively
September 2009, we entered into interest rate sgegements that have the economic effect of madjftte fixed interest obligations
associated with the 2014 Notes so that the intpaasble on these notes effectively became var{@h8¥% at February 28, 2010; see Note 9
for additional information).

The Senior Notes rank pari passu with the Commigegiper Notes that we have issued, any other megggay issue in the future pursuant to
our commercial paper program and all existing andré senior indebtedness of Oracle CorporatioheXisting and future liabilities of the
subsidiaries of Oracle Corporation will be effeetivsenior to the Senior Notes and our CommercaleP Notes.

Separately, shortly after the closing of our adtjois of Sun we repaid, in full, $700 million of 81 legacy convertible notes in the third
quarter of fiscal 2010.

We were in compliance with all delglated covenants at February 28, 2010. Futureipahpayments for all of our borrowings at Febyu28,
2010 were as follows: $1.9 billion in fiscal 20823 billion in fiscal 2011, none in fiscal 2012,.3 billion in fiscal 2013, none in fiscal 2014
and $10.3 billion thereafter.

Revolving Credit Agreement

On March 16, 2010, our $2.0 billion, 364-Day RewalyCredit Agreement dated March 17, 2009, amoragler the lenders named therein;
Wachovia Bank, National Association, as administeaagent; BNP Paribas as syndication agent; teerdentation agents named therein; and
Wachovia Capital Markets, LLC, and BNP Paribas $@es Corp., as joint lead arrangers and jointdvaoners (the 2009 Credit Agreement),
terminated pursuant to its terms. No debt was antbhg pursuant to the 2009 Credit Agreement &ebfuary 28, 2010, or as of its date of
termination.

There have been no other significant changes imotas payable and other borrowing arrangementswiy@ disclosed in our Annual Report
on Form 10-K for the fiscal year ended May 31, 2009
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7. RESTRUCTURING ACTIVITIES
Sun Restructuring Plan

During the third quarter of fiscal 2010, our managet approved, committed to and initiated a plarestructure our operations due to our
acquisition of Sun (the Sun Restructuring Plarrither to improve the cost efficiencies in our mergperations. The total estimated
restructuring costs associated with the Sun Resiing Plan are $325 million consisting primarilfyeanployee severance expenses, aband
facilities obligations and contract termination tsog he restructuring costs will be recorded torthstructuring expense line item within our
consolidated statements of operations as theyeamgnized. We recorded $235 million of restructygxpenses in connection with the Sun
Restructuring Plan during the three and nine moetiaed February 28, 2010 and we expect to incumtgerity of the approximately $90
million of remaining expenses pursuant to the SastRicturing Plan through fiscal 2011. Any changethie estimates of executing the Sun
Restructuring Plan will be reflected in our futuesults of operations.

Fiscal 2009 Oracle Restructuring Plan

During the third quarter of fiscal 2009, our managet approved, committed to and initiated plangstructure and further improve
efficiencies in our Oracle-based operations (th@92Rlan). Our management subsequently amended@®Fan to reflect additional actions
that we expect to take over the course of fiscall20he total estimated restructuring costs astagtiaith the 2009 Plan are $453 million and
will be recorded to the restructuring expense ilies within our consolidated statements of operatias they are recognized. In the third
quarter and first nine months of fiscal 2010, weorded $71 million and $232 million, respectived§ restructuring expenses for which the
substantial majority were in connection with th@®2@lan. We expect to incur the majority of the aarmg $126 million during our fourth
quarter of fiscal 2010. Any changes to the estisafeexecuting the 2009 Plan will be reflected im future results of operations.

Acquisition Related Restructuring Plans Adopted Pror to Fiscal 2010

Included in our “Other” restructuring plans linethre table below are certain restructuring plaias telate to companies that we acquired prior
to our adoption of the revised business combinatamtounting guidance contained in ASC 805 aseob#yinning of fiscal 2010. Costs rela

to these restructuring plans were originally reéogth as liabilities assumed in each of the respedtusiness combinations and included in the
allocation of the cost to acquire these compamies accordingly, have resulted in an increase talgdl. Our restructuring expenses may
change as our management executes the approved plaare decreases to the estimates of exectiasg acquisition related restructuring
plans will be recorded as an adjustment to goodmdkfinitely. Increases to the estimates of thguésition related restructuring plans will be
recorded to operating expenses.
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Summary of All Plans
Nine Months Ended February 28, 2010 Total
Accrued Accrued Total Expectec
Adj. to Costs
May 31, Feb. 28,  Accrued Program
Initial Cost Cash

(in millions) 2009@  Costs® 4) Payments Others ) 2010 to Date Costs
Sun Restructuring Plan
New software license $ — 3 6 $ — $ (1) $ — $ 5 % 6 $ 13
Software license updates and product sug — 2 — — — 2 2 2
Hardware systems produc — 19 — 3) — 16 19 33
Hardware systems suppt — 26 — (©)] — 23 26 27
Services — 9 — 1) — 8 9 27
General and administrative and ot(%) — 175 — (28) — 145 172 228

Total Sun Restructurin $ — $ 23 $ — $ (3€) $ — $ 19¢ $ 23 $ 32
Fiscal 2009 Oracle Restructuring Plan
New software license $ 12 $ % $ 4 $ (75) $ ) $ 35 $ 13 % 162
Software license updates and product sug — 2 — 1) 1 2 3 21
Services 22 10C 1C (80) (5) 47 14& 21C
Other(®) 13 34 (4 (20) 1) 22 49 60

Total Fiscal 2009 Oracle Restructuri $ 47 $ 23z $ 1C $  (17¢) $ 7) $ 106 $ 327 $  45¢

Total Other Restructuring Pla $ 34z % 2 $ (60) $ (98) $ 28¢ $ 474

Total Restructuring Plans (6) $ 38 $ 46¢ $ 50 $ (B0 $ 281 $  77¢

(@)
(@)

Other includes severance costs related to operagigments that were not individually or collectwsignificant, facilities related restructuring exyses and contract termination co
Accrued restructuring for our more significant rasturing plans at February 28, 2010 and May 30920as $779 million and $389 million, respectivéline balances include $506

million and $203 million recorded in other currdiabilities and $273 million and $186 million rectad in other non-current liabilities in the accomyiag condensed consolidated

balance sheets at February 28, 2010 and May 33, 28€pectively

@) Initial costs recorded for the respective restrriogplans.
4)

All plan adjustments are changes in estimates Vbyem# increases in costs are generally recordexgbévating expenses in the period of adjustment decreases in the costs of our

Oracle-based plans and the Sun Restructuring Flisug lbecorded to operating expenses and decreasests of our acquisition related plans adoptéat po fiscal 2010 or assumed

from Sun recorded as adjustments to good
®)

(6)

8. DEFERRED REVENUES
Deferred revenues consisted of the following:

(in millions)

Software license updates and product sug
Hardware systems suppt
Services
New software license
Hardware systems produc
Deferred revenues, curre
Deferred revenues, n-current (in other nc-current liabilities)
Total deferred revenu

20

February 28,
2010

$

4,161
487
351
354

36

5,38¢

43C

5,81¢

Represents foreign currency translation, othersadjants and accrued restructuring plan liabiliie$275 million that were assumed from our acgiaisibf Sun.
Restructuring plans included in this footnote repre those plans that management has deemed cagi

May 31,
2009

$ 4,15¢

245

191
4,59;
204

$ 4,79¢
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Deferred software license updates and product suppeenues and deferred hardware systems supp@mnues represent customer payments
made in advance for annual support contracts. Soécense updates and product support contradtdardware systems support contracts
are typically billed on a per annum basis in adeaaued revenues are recognized ratably over theosupgriods. Deferred services revenues
include prepayments for consulting, On Demand ahata&tion services. Revenue for these servicestgrezed as the services are performed.
Deferred new software license revenues typicabyltéfrom undelivered products or specified enhamsats, customer specific acceptance
provisions, software license transactions that oaba segmented from consulting services, or ceggiended payment term arrangements.
Deferred hardware systems product revenues typicedult from undelivered products or specifiedardements, sales to customers, inclu
channel partners and resellers, where revenue mgogcriteria have not been met, transactionsliving customer specific acceptance
provisions or transactions that cannot be segmedmedconsulting services.

In connection with the purchase price allocatiaiated to our acquisitions, we have estimateddhesélues of the support obligations
assumed. The estimated fair values of the supjtigadions assumed were determined using a cokt-bpiapproach. The cost build-up
approach determines fair value by estimating trstscelating to fulfilling the obligations plus ammal profit margin. The sum of the costs and
operating profit approximates, in theory, the amdbat we would be required to pay a third partassume the support obligations. These fair
value adjustments reduce the revenues recognizatioy support contract term of our acquired catdrads a result, we did not recognize
software license updates and product support regerelated to software support contracts assunoed dur acquisitions in the amount of $26
million and $51 million for the three months endegbruary 28, 2010 and 2009, respectively, and $i®mand $222 million for the nine
months ended February 28, 2010 and 2009, resphgtiviich would have been otherwise recorded byamguired businesses as independent
entities. In addition, we did not recognize hardsvsystems support revenues related to hardwarensystupport contracts that would have
otherwise been recorded by Sun as an independgtyt @nthe amount of $39 million for the threedanine months ended February 28, 2010.

9. DERIVATIVE FINANCIAL INSTRUMENTS

On December 1, 2008, we adopted the new disclgsorasions that are included in ASC 8TZFrivatives and Hedgingwhich had no impact
on our consolidated financial position or resufteperations and only required additional finansi@tement disclosures. We have applied the
disclosure requirements of ASC 815 on a prospetitasis from the date of adoption. Accordingly, tlisares related to interim periods priol
the date of adoption have not been presented.

Interest Rate Swap Agreements
Cash Flow Hedges

We use an interest rate swap agreement to managedmomic effect of variable interest obligatiassociated with our senior notes due May
2010 (Floating Rate Notes) so that the interesapkeyon the Floating Rate Notes effectively becéiresl at a rate of 4.59%, thereby reducing
the impact of future interest rate changes on ouné interest expense. The critical terms of terest rate swap agreement and the Floating
Rate Notes match, including the notional amountgrést rate reset dates, maturity dates and ymdgrharket indices. Accordingly, we have
designated this swap agreement as a qualifyingihgdigstrument and are accounting for it as a ¢astrhedge pursuant to ASC 815 he
unrealized losses on this interest rate swap agreeane included in accumulated other comprehernisogme and the corresponding fair value
payable is included in other current liabilitiesoar consolidated balance sheets. The periodicastesettlements on this interest rate swap
agreement, which occur at the same interval apéhiedic interest settlements pursuant to the FigaRate Notes, are recorded as interest
expense.
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Fair Value Hedges

In September 2009, we entered into interest ratgagreements that have the economic effect offyingithe fixed interest obligations
associated with the 2014 Notes (as defined in Eps® that the interest payable on these notestiéy became variable based on LIBOR.
The critical terms of the interest rate swap ager@sand the 2014 Notes match, including the natiamounts and maturity dates.
Accordingly, we have designated these swap agretsmasmjualifying hedging instruments and are adiogfor them as fair value hedges
pursuant to ASC 815. These transactions are clesized as fair value hedges for financial accounginrposes because they protect us agains
changes in the fair value of our fixed rate bormys due to benchmark interest rate movements. fitneges in fair values of these interest rate
swap agreements are recognized as interest exppeoseconsolidated statements of operations vhiéhdorresponding amounts included in
other assets or other non-current liabilities in cansolidated balance sheets. The amount of met(lgas) attributable to the risk being hedged
is recognized as interest expense in our conselidsttement of operations with the correspondinguent included in notes payable and other
non-current borrowings. The periodic interest settnts, which occur at the same interval as thd Riites, are recorded as interest expense.

We do not use any interest rate swap agreementsafting purposes.

Net Investment Hedges

Periodically, we hedge net assets of certain ofiernational subsidiaries using foreign currefayvard contracts to offset the translation i
economic exposures related to our foreign currdyased investments in these subsidiaries. Theseactsihave been designated as net
investment hedges pursuant to ASC 815. We useptitarzethod to measure the effectiveness of ouinmestment hedges. Under this method
for each reporting period, the change in fair vaitithe forward contracts attributable to the chemi spot exchange rates (the effective
portion) is reported in accumulated other comprsivenincome on our consolidated balance sheetrantktnaining change in fair value of the
forward contract (the ineffective portion, if arig)recognized in non-operating income (expense),im@eur consolidated statement of
operations. We record settlements under these fdraantracts in a similar manner. The fair valudath the effective and ineffective portions
is recorded to our consolidated balance sheetegmju expenses and other current assets for amaostisable from the counterparties or o
current liabilities for amounts payable to the deuparties.

As of February 28, 2010, we had one net investiedgie in Japanese Yen. The Yen net investment hethjmizes currency risk arising frc
net assets held in Yen as a result of equity dagiitsed during the initial public offering and s@guent offering of our majority owned
subsidiary, Oracle Japan. As of February 28, 2@ifair value of our net investment hedge in Japar¥Yen was nominal and had a notional
amount of $734 million.

Foreign Currency Forward Contracts Not Designated a Hedges

We transact business in various foreign curreramieshave established a program that primarilyzeiforeign currency forward contracts to
offset the risks associated with the effects ofaierforeign currency exposures. Under this prograum strategy is to have increases or
decreases in our foreign currency exposures dffsgains or losses on the foreign currency forwamatracts to mitigate the risks and volati
associated with foreign currency transaction gamssses. These foreign currency exposures typiagke from intercompany sublicense fees
and other intercompany transactions. Our foreigneticy forward contracts generally settle withind#ys. We do not use these forward
contracts for trading purposes. We do not desigthegse forward contracts as hedging instrumentsuaunt to ASC 815. Accordingly, we

record the fair value of these contracts as otk of our reporting period to our consolidatechbaé sheet with changes in fair value recorded
in our consolidated statement of operations. Thanga sheet classification for the fair valueshefse forward
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contracts is prepaid expenses and other curreetsafgs unrealized gains and other current lidbgifor unrealized losses. The statement of
operations classification for the fair values afdh forward contracts is non-operating income (es@g net, for both realized and unrealized

gains and losses.

As of February 28, 2010, the notional amounts efftihward contracts we held to purchase and s&lI Dollars in exchange for other major

international currencies were approximately $2lllopi and $1.3 billion, respectively, and the no@ébamounts of the foreign currency forward

contracts we held to purchase European Euros inaexye for other major international currencies w&@5 million (approximately $224

million).

The effects of derivative instruments on our comsgehconsolidated financial statements were aswslims of or for each of the respective
periods presented (amounts presented exclude aognmtax effects):

Fair Value of Derivative Instruments in Condensed ©nsolidated Balance Sheets

February 28, 2010 May 31, 2009
(in millions) Balance Sheet Location Fair Value Balance Sheet Location Fair Value
Interest rate swap agreement designated as cashédge Other current liabilitie: $ 9 Other current liabilitie: $ 35
Interest rate swap agreements designated as faé hadge: Other asset $ 2C Not applicable $ —
Foreign currency forward contracts not designateheaiges Prepaid expenses and
other current asse $ S Other current liabilitie: $ —

Effects of Derivative Instruments on Income and Otler Comprehensive Income (OCI)

Amount of Gain (Loss)

Recognized in Accumulated

OCI on Derivative
(Effective Portion)

Income (Effective Portion)

Location and Amount of Gain (Loss)
Reclassified from Accumulated OCI into

Location and Amount of Gain (Loss)
Recognized in Income on Derivative
(Ineffective Portion and Amount Excluded
from Effectiveness Testing)

Three Months Nine Months Three Months Nine Months Three Months Nine Months
Ended Ended Ended Ended Ended Ended
February 28, February 28, February 28, February 28, February 28, February 28,
(in millions) 2010 2010 2010 2010 2010 2010
Cash flow hedges:
Non-operating
Interest income
Interest rate swa $ 10 $ 17 expense $ (11) $ (31) (expense), ne $ — $ —
Net investment hedges:
Non-operating
Foreign currency forward Not income
contract $ 19 $ (41 applicable  $ — $ — (expense), ne  $ —  $ 1

Amount of Gain (Loss;
Recognized in
Accumulated OCI on
Derivative (Effective

Location and Amount of Gain (Loss)
Reclassified from Accumulated OCI

Location and Amount of Gain (Loss)
Recognized in Income on Derivative
(Ineffective Portion and Amount Excluded

Portion) into Income (Effective Portion) from Effectiveness Testing)
Three Months Three Months Three Months
Ended Ended Ended
February 28, February 28, February 28,
(in millions) 2009 2009 2009
Cash flow hedges
Interest rate swap Non-operating incom
$ 3 Interest expen: $ (13) (expense), ne $ —
Net investment hedges
Foreign currency forward Non-operating incom
contract $ 1C Not applicable $ — (expense), ne $ 3
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Location and Amount of Gain (Loss) on
Location and Amount of Gain (Loss) Hedged Item Recognized in Income Attributable to
Recognized in Income on Derivative Risk Being Hedged
Three Months Nine Months Three Months Nine Months
Ended Ended Ended Ended
February 28, February 28, February 28, February 28,
(in millions) 2010 2010 2010 2010
Fair value hedges:
Interest rate sway Interest expens $ (7) $ 20 Interest expens $ 7 $ (20)
Location and Amount of Gain (Loss)
Recognized in Income on Derivative
Three Months Nine Months
Ended Ended
February 28, February 28,
(in millions) 2010 2010
Derivatives not designated as hedge
Foreign currency forward contrac Non-operating income (expense), | $ 22 $ (41)
Location and Amount of Gain (Loss)
Recognized in Income on Derivative
Three Months
Ended
February 28,
(in millions) 2009
Derivatives not designated as hedges:
Foreign currency forward contrac Non-operating income (expense), | $ (25)

10. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program $aiourepurchase shares of our common stock. Orb@cf0, 2008, we announced that our
Board of Directors approved the expansion of opurehase program by $8.0 billion and as of Febr@&)\2010, approximately $5.5 billion
was available for share repurchases pursuant tetook repurchase program. We repurchased appredyn8.3 million shares for $742
million during the nine months ended February Z8,®(including approximately 0.7 million shares $ir6 million that were repurchased but
not settled at February 28, 2010) and approximéaely.6 million shares for $3.7 billion during the@ months ended February 28, 2009
(including 1.7 million shares for $28 million thaere repurchased but not settled at February 2Z8)2ainder the applicable repurchase
programs authorized.

Our stock repurchase authorization does not hawxgination date and the pace of our repurchasetsavill depend on factors such as our
working capital needs, our cash requirements fquadtions and dividend payments, our debt repayrabligations or repurchase of our debt,
our stock price, and economic and market conditiGns stock repurchases may be effected from tontarte through open market purchases
or pursuant to a Rule 10b5-1 plan. Our stock rdmse program may be accelerated, suspended, delagestontinued at any time.

Dividends on Common Stock

During the first nine months of fiscal 2010, ouraBd of Directors declared cash dividends of $0.d5ghare of our outstanding common stock,
which we paid during the same period.

In March 2010, our Board of Directors declared artgrly cash dividend of $0.05 per share of outiittmcommon stock payable on May 5,
2010 to stockholders of record as of the closeusfriiess on April 14, 2010. Future declarationsiafieénds and the establishment of future
record and payment dates are subject to the fetakohination of our Board of Directors.
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Stock-Based Compensation Expense and Valuation ofdgk Options and Restricted Stock-Based Awards
Stock-based compensation is included in the folhgwoperating expense line items in our condensadatimated statements of operations:

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Sales and marketir $ 21 $ 16 $ 57 $ 51
Software license updates and product sug 4 3 12 1C
Hardware systems produtc 2 — 2 —
Hardware systems suppt 1 — 1 —
Services 4 3 10 9
Research and developm 46 39 122 121
General and administrati\ 34 24 96 69
Acquisition related and othi 10 3 10 14

Total stocl-based compensatic $ 12z $ 88 $ 31C $ 274

We estimate the fair value of our share-based patgnesing the Black-Scholes-Merton option-pricingd®l, which was developed for use in
estimating the fair value of traded options thatehao vesting restrictions and are fully transf&sa®ption valuation models, including the
Black-Scholes-Merton option-pricing model, requte input of assumptions, including stock priceatitity. Changes in the input assumptions
can materially affect the fair value estimates alichately how much we recognize as stock-basedpemsation expense. The fair values of
our stock options were estimated at the date aftgradate of acquisition for options assumed lousiness combination. The weighted average
input assumptions used and resulting fair valuewase follows for the three and nine months enddatlary 28, 2010 and 2009 (the table
below includes weighted average input assumptises and resulting fair values for stock optionsiased from our acquisition of Sun on
January 26, 2010, which generally had exerciseeptilcat were higher than the fair market valueunfsbock as of the acquisition date):

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
Expected life (in years 2.7 4.9 4.7 5.3
Risk-free interest rat 1.1% 2.1% 2.1% 3.3%
Volatility 27% 46% 31% 37%
Dividend yield 0.8% — 0.9% —
Weighter-average fair value per she $ 1.4¢ $6.7€ $5.17 $ 7.8¢

The expected life input is based on historical eiserpatterns and post-vesting termination behatherrisk-free interest rate input is based on
United States Treasury instruments and the vdiatilput is calculated based on the implied valgtibf our longest-term, traded options. Our
expected dividend yield was zero prior to our fitstidend declaration on March 18, 2009 as we didhistorically pay cash dividends on our
common stock and did not anticipate doing so ferftireseeable future for grants issued prior todidr8, 2009. For grants issued subsequent
to March 18, 2009, we used an annualized divideeld ypased on the per share dividend declared board of Directors.

11. INCOME TAXES

The effective tax rate for the periods presentedésesult of the mix of income earned in varitassjurisdictions that apply a broad range of
income tax rates. Our provision for income taxéfeds from the tax
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computed at the U.S. federal statutory income & due primarily to state taxes and earnings densil as indefinitely reinvested in foreign
operations. Our effective tax rate was 24.8% an@%for the three and nine months ended Februgr2@B), respectively and 26.6% and
27.1% for the three and nine months ended Feb2&rg2009, respectively.

Our net deferred tax assets increased from $5libméds of November 30, 2009 to $1.9 billion ag-ebruary 28, 2010, primarily as a result of
our acquisition of Sun. We believe it is more likhan not that the net deferred tax assets witkladized in the foreseeable future. Realization
of our net deferred tax assets is dependent upogemeration of sufficient taxable income in futyears in appropriate tax jurisdictions to
obtain benefit from the reversal of temporary difeces, net operating loss carryforwards, andegitccarryforwards. The amount of deferred
tax assets considered realizable is subject tstdgnt in future periods if estimates of futureaale income change.

As of February 28, 2010, we had $2.9 billion ofecagnized tax benefits recorded on our condensesbtidated balance sheet, which inclt
$579 million resulting from our acquisition of Sun.

Domestically, U.S. federal and state taxing auttesriare currently examining income tax return®wodcle and various acquired entities for
years through fiscal 2007. Our U.S. federal anth wbme exceptions, our state income tax returme haen examined for all years priol
fiscal 2000, and we are no longer subject to doadithose periods.

Internationally, tax authorities for numerous norsUurisdictions are also examining returns affectinrecognized tax benefits. With some
exceptions, we are generally no longer subjectekaminations in non-U.S. jurisdictions for yearer to fiscal 1998.

We believe that we have adequately provided forreagonably foreseeable outcomes related to owudits and that any settlement will not
have a material adverse effect on our consolidi@weadicial position or results of operations; howevkere can be no assurances as to the ¢
outcomes.

We previously negotiated three unilateral Advandeify Agreements with the U.S. Internal Revenuesige (IRS) that cover many of our
intercompany transfer pricing issues and preclhedRS from making a transfer pricing adjustmerthimithe scope of these agreements.
These agreements are effective for fiscal yeamutiir May 31, 2006. We have submitted to the IR&jaest for renewal of this Advance
Pricing Agreement for the years ending May 31, 200@ugh May 31, 2011. However, these agreementstoover all elements of our
transfer pricing and do not bind tax authoritiets@e the United States. We have finalized onadriéh Advance Pricing Agreement, which
effective for the years ending May 31, 2002 throgy 31, 2006 and we have submitted a renewahi®ears ending May 31, 2007 through
May 31, 2011. There can be no guarantee that segttiations will result in an agreement. We conellidn additional bilateral agreement to
cover the period from June 1, 2001 through Jan2&y2008.

On March 22, 2010, the U.S. Court of Appeals fer inth Circuit, inXilinx v. Commissioneraffirmed the Tax Court’s determination that,
under prior Treasury regulations, stock-based corsgon need not be included in the pool of cdstsedd under a cost-sharing arrangement.
We are currently evaluating the impact that thisiglen may have to our financial position. Howewee, believe that it is reasonably possible
that we will conclude that we can recognize presipuinrecognized tax positions related to this erattsulting in reductions in future tax
expense.

12. SEGMENT INFORMATION

ASC 280,Segment Reportingestablishes standards for reporting informatiooua operating segments. Operating segments aireededs
components of an enterprise about which separsdadial information is available that is evaluatedularly by the chief operating decision
maker, or decision making group, in deciding howaltocate resources and in assessing performangech@ef operating decision maker is our
Chief Executive Officer. We are organized geogrealty and by line of business. While our Chief Exiige Officer
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evaluates results in a number of different ways lithe of business management structure is thegpyitmasis for which the allocation of
resources and financial results are assessedrésuli of our acquisition of Sun in the third gearf fiscal 2010, we entered into a new
hardware systems business with two operating segnasrdescribed further below. We have three bssgse—software, hardware systems and
services—which are further divided into seven ofiegasegments. Our software business is comprisédamoperating segments: (1) new
software licenses and (2) software license updatdgproduct support. Our hardware systems busiaessnprised of two operating segments:
(1) hardware systems products and (2) hardwaremgssupport. Our services business is comprisdt@d operating segments: (1) consul

(2) On Demand and (3) education.

The new software licenses line of business is eedjagthe licensing of database and middlewarevsoé as well as our applications software.
Database and middleware software includes databhasagement software, application server softwarginess intelligence software,
identification and access management softwareeocbmanagement software, portal and user interastftware, Service-Oriented
Architecture and business process management seftdata integration software and development téddsa result of our acquisition of Sun
in the third quarter of fiscal 2010, we acquiredaia software technologies that expanded and ergthour existing database and middleware
software product offerings, including Java, whistaiglobal software development platform usedwnide range of computers, networks and
devices. Applications software provides enterpiréermation that enables companies to manage thsiiness cycles and provide intelligence
in functional areas such as customer relationskipagement, financials, human resources, maintemaanagement, manufacturing,
marketing, order fulfillment, product lifecycle magement, enterprise project portfolio managementérprise performance management,
procurement, sales, services, enterprise resolaneipg and supply chain planning. The softwarerlge updates and product support line of
business provides customers with rights to unsjgecfoftware product upgrades and maintenancesesdeiternet access to technical content,
as well as internet and telephone access to teasupport personnel during the support period.

The hardware systems products line of businesdstergimarily of computer server and storage pobadferings. Most of our computer
servers are based on our SPARC family of micromsaes and on Intel Xeon microprocessors. Our sernagge from high performance
computing servers to cost efficient, entry-levelses, and run with our Solaris Operating Systemuk and certain other operating systems
environments. Our storage products are designeddorely manage, protect, archive and restore mgstdata assets and consist of tape,
and networking solutions for open systems and maimé server environments. Customers that purchaseandware systems products may
also elect to purchase our hardware systems sugfferings. Our hardware systems support offeriprgide customers with software updates
for the software components that are essentidledunctionality of our hardware systems and s@@gducts and can include product repairs,
maintenance services, and technical support setvice

The consulting line of business primarily providesvices to customers in business strategy angssabusiness process simplification,
solutions integration and the implementation, eckament and upgrade of our database, middlewarapidtations software. On Demand
includes Oracle On Demand and Advanced Customeicesr Oracle On Demand provides multi-featuredvearie and hardware management
and maintenance services for customers that deplogatabase, middleware and applications softaoerr data center facilities, select
partner data centers or customer facilities. AdednCustomer Services provides customers with ss\tiw architect, implement and manage
customer IT environments including software andlivare systems product management, industry-speifigion support centers and remote
and on-site expert services. The education lineusfness provides instructor-led, media-based ratednet-based training in the use of our
software and hardware systems products.

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

Three Months Ended
February 28,

(in millions) 2010
New software license
Revenue?) $ 1,72¢
Sales and distribution expens 962
Margin (2) $ 762
Software license updates and product sup|
Revenue?) $ 3,32¢
Software license update and product support expse 24E
Margin () $ 3,07¢
Total software busines
Revenue?) $ 5,04¢
Expense: 1,207
Margin (2) $ 3,841
Hardware systems produc
Revenue: $ 26C
Hardware systems products exper 18C
Sales and distribution expen: 71
Margin (2) $ 9
Hardware systems suppc
Revenue:®) $ 22t
Hardware systems support exper 10€
Margin () $  11¢
Total hardware systems busine
Revenue:(1) $ 48t
Expense: 357
Margin () $ 128
Consulting:
Revenue(®) $ 648
Services expenst 55C
Margin (2) $ 98
On Demand
Revenue:®) $ 214
Services expenst 172
Margin () $ 42
Education:
Revenue:(1) $ 74
Services expenst 57
Margin () $ 17
Total services busines
Revenue(®) $ 936
Services expenst 77¢
Margin () $ 157
Totals:
Revenue®) $  6,46¢
Expense: 2,34:
Margin (2) $  4,12¢

28
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$
$
$
$

B VL B B B B B B B B B B B B B

60<

2,96¢

23¢

2,72¢

4,481

1,14

3,33¢

754

621

133

191

134

57

78
63

15

1,02

81¢€

20%

5,50+
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Nine Months Ended
February 28,

2010

4,401

2,72%
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14,11
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Operating segment revenues differ from the extee@drting classifications due to certain softwiarense products that are classified as servicemess for management reporting
purposes. Software license updates and producbsugyenues for management reporting includedréon and $51 million of revenues that we did metognize in the
accompanying condensed consolidated statemenfsecdtions for the three months ended February @B) 2nd 2009, respectively, and $49 million and2h2@lion for the nine
months ended February 28, 2010 and 2009, resphctimeaddition, we did not recognize hardware eys$ support revenues related to hardware systgopsiicontracts that would
have otherwise been recorded by Sun as an indepieauigty, in the amount of $39 million for the ¢lerand nine months ended February 28, 2010. S@e8\fot an explanation of
these adjustments and the following table for ameitiation of operating segment revenues to taaénues

The margins reported reflect only the direct cdiahde costs of each line of business and do rdude allocations of product development, informatiechnology, marketing and
partner programs, and corporate and general anchedrative expenses incurred in support of thedinf business. Additionally, the margins do néiect the amortization of
intangible assets, acquisition related and othpeeses, restructuring costs, or s-based compensatio

The following table reconciles operating segmeneneies to total revenues as well as operating setymergin to income before provision for
income taxes:

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Total revenues for reportable segme $6,46¢ $ 5,504 $17,40: $16,61
Software license updates and product support res® (26) (52) (49) (222)
Hardware systems support reven® (39) — (39 —

Total revenue $ 6,404 $5,45% $17,31¢ $16,39:
Total margin for reportable segme $4,12¢ $3,53¢ $11,31¢ $10,32:
Software license updates and product support res® (26) (52) (49) (222)
Hardware systems support reven® (39 — (39 —
Hardware systems products exper@) (24) — (24) —
Product development and information technology aspe (874 (729 (2,33¢€) (2,199
Marketing and partner program expen (123 (102) (337) (312)
Corporate and general and administrative expe (299 (152) (523 (461)
Amortization of intangible asse (502) (437) (1,369 (1,27¢)
Acquisition related and othi (39 (27) (50 (98)
Restructuring (30¢€) (15) (467) (46)
Stoclk-based compensatic (112) (85) (300) (260)
Interest expens (18€) (154) (5539 47y
Non-operating income (expense), | (119) 22 (100 98

Income before provision for income tay $1,582 $1,81( $ 5,16¢ $ 5,07¢

(@)

(2)

Software license updates and product support regefar management reporting include $26 million &6d million of revenues that v

did not recognize in the accompanying condenseddimated statements of operations for the thresthsoended February 28, 2010 and
2009, respectively and $49 million and $222 millfonthe nine months ended February 28, 2010 a08,2@spectively. In addition, we
did not recognize hardware systems support reveralgted to hardware systems support contractsatbald have otherwise been
recorded by Sun as an independent entity, in theuatrof $39 million for the three and nine monthsged February 28, 2010. See Note 8
for an explanation of these adjustments and thig tfr a reconciliation of operating segment rexemnto total revenue

Represents the effects of fair value adjustmentaitdnventories acquired from Sun that were soldustomers in the periods presented.
Business combination accounting rules require ustmunt for inventories assumed from our acqoisdtiat their fair values. The amount
included in hardware systems products expensesadbantended to adju
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these expenses to the hardware systems produ@esegthat would have been otherwise recorded bySa standalone entity upon the
sale of these inventories. If we assume inventaniésture acquisitions, we will be required to ess their fair values, which may result in
fair value adjustments to those inventor

13. EARNINGS PER SHARE

Basic earnings per share is computed by dividingmo®me for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmpated by dividing net income for the period by theighted average number of common
shares outstanding during the period, plus thdiddieffect of outstanding stock options and res#d stock-based awards and shares issuable
under the employee stock purchase plans usingehsury stock method. The following table setshftine computation of basic and diluted
earnings per share:

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions, except per share data) 2010 2009 2010 2009
Net income $1,18¢ $1,32¢ $ 3,77. $ 3,70:
Weighted average common shares outstan 5,01t 5,00¢ 5,012 5,09t
Dilutive effect of employee stock pla 61 51 55 64
Diluted weighted average common shares outstar 5,07¢ 5,05¢ 5,06 5,15¢
Basic earnings per she $ 0.2¢ $ 0.27 $ 0.7t $ 0.7:
Diluted earnings per sha $ 0.2¢ $ 0.2¢ $ 0.74 $ 0.7
Shares subject to anti-dilutive stock options audricted stock-based awards excluc

from calculatior@® 12¢ 18t 16¢ 171

@ These weighted shares relate to anti-dilutive styations and restricted stock-based awards aslatéduusing the treasury stock method

(described above) and could be dilutive in the rieit

14. LEGAL PROCEEDINGS
Securities Class Action

Stockholder class actions were filed in the Uniattes District Court for the Northern District@&lifornia against us and our Chief Executive
Officer on and after March 9, 2001. Between MarB@2and March 2003, the court dismissed plaintiftsisolidated complaint, first amended
complaint and a revised second amended complaietlast dismissal was with prejudice. On Septertb2004, the United States Court of
Appeals for the Ninth Circuit reversed the dismiigsgder and remanded the case for further procgsdifihe revised second amended
complaint named our Chief Executive Officer, owgrttChief Financial Officer (who currently is Chaamof our Board of Directors) and a
former Executive Vice President as defendants. @tisplaint was brought on behalf of purchasersuofstock during the period from
December 14, 2000 through March 1, 2001. Plaindifisged that the defendants made false and mislgathtements about our actual and
expected financial performance and the performafcertain of our applications products, while aertindividual defendants were selling
Oracle stock in violation of federal securities fawlaintiffs further alleged that certain indivedwefendants sold Oracle stock while in
possession of material non-public information. Riéfs also allege that the defendants engageddénunting violations. On July 26, 2007,
defendants filed a motion for summary judgment, pliaghtiffs filed a motion for partial summary jushgnt against all defendants and a motion
for summary judgment against our Chief Executivéd@f. On August 7, 2007, plaintiffs filed amendegtsions of these motions. On

October 5, 2007, plaintiffs filed a motion seekadefault judgment against defendants or variosratanctions because of defendants’
alleged destruction of evidence. A hearing on all
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these motions was held on December 20, 2007. O A®008, the case was reassigned to a new j@geune 27, 2008, the court ordered
supplemental briefing on plaintiffs’ sanctions nooti On September 2, 2008, the court issued an dedefing plaintiffs’ motion for partial
summary judgment against all defendants. The al$erdenied in part and granted in part plaintiffstion for sanctions. The court denied
plaintiffs’ request that judgment be entered iringiéfs’ favor due to the alleged destruction ofdance, and the court found that no sanctions
were appropriate for several categories of evidehbe court found that sanctions in the form ofexgde inferences were appropriate for two
categories of evidence: e-mails from our Chief Etiwe Officer’'s account, and materials that hadrbereated in connection with a book
regarding our Chief Executive Officer. The couertdenied defendants’ motion for summary judgmadtgaintiffs’ motion for summary
judgment against our Chief Executive Officer anedied the parties to revise an-file these motions to clearly specify the precieatours o
the adverse inferences that should be drawn, atakéothese inferences into account with regattiéqropriety of summary judgment. The
court also directed the parties to address celegil issues in the briefing.

On October 13, 2008, the parties participateddowat-ordered mediation, which did not result in a setéat. On October 20, 2008, defend:
filed a motion for summary judgment, and plaintiifed a motion for summary judgment against oure€Executive Officer. The parties also
filed several motions challenging the admissibitifythe testimony of various expert witnesses. Qgjmmn briefs were filed on November 17,
2008, and reply briefs were filed on December IB& A hearing on all these motions was held orrdaty 13, 2009.

On June 16, 2009, the court issued an order ggadeéfendants’ motion for summary judgment and degplaintiffs’ motion for summary
judgment against our Chief Executive Officer, anenitered a judgment dismissing the entire cade pvi¢judice. On July 14, 2009, plainti

filed a notice of appeal. Plaintiffs filed theireqing appellate brief on November 30, 2009. Defatglfiled their opposition brief on

February 4, 2010, and plaintiffs filed their reply March 15, 2010. The court has not set a daterfidrargument on this appeal. Plaintiffs seek
unspecified damages plus interest, attorneys’deescosts, and equitable and injunctive relief. Wkeve that we have meritorious defenses
against this action, and we will continue to vigesly defend it.

EpicRealm/Parallel Networks Intellectual Property Litigation

On June 30, 2006, we filed a declaratory judgmetiba against EpicRealm Licensing, LP (“EpicRealnm’the United States District Court,
District of Delaware, seeking a judicial declaratmf noninfringement and invalidity of U.S. Patéhds. 5,894,554 (the ‘554 Patent) and
6,415,335B1 (the ‘335 Patent). We filed the law$alibwing the resolution of an indemnification taby one of our customers related to
EpicRealm’s assertion of the ‘554 Patent and ‘38t R against the customer in a patent infringeroase in the United States District Court
for the Eastern District of Texas.

On April 13, 2007, EpicRealm filed an Answer andu@rclaim in which it: (1) denies our noninfringent and invalidity allegations;

(2) alleges that we have willfully infringed, anceawillfully infringing, the ‘554 Patent an®835 Patent; and (3) requests a permanent injun
an award of unspecified money damages, interdetnalys’ fees, and costs. On May 7, 2007, we flednswer to EpicRealm’s infringement
counterclaim, denying EpicRealm’s infringement géitons and asserting affirmative defenses. In AugQ07, the patents-in-suit were sold to
Parallel Networks, LLC, which thereafter substitlibe as the defendant in place of EpicRealm.

The parties have completed discovery and filedfingeon claim construction and summary judgmentiorg. A Markman hearing and oral
argument on summary judgment motions were heldlg2etd, 2008. A court-ordered mediation was hel®atober 8, 2008, which did not
result in a settlement. On December 4, 2008, thetéssued an order granting summary judgmentahatVeb Cache, Internet Application
Server, and RAC Database do not infringe the psit@ite court also denied our motion for summargindnt that the patents are
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invalid, and denied in part and granted in parabarNetworks’s motion for summary judgment thattain prior art references do not
invalidate the patents through anticipation. Twak scheduled to begin on January 12, 2009, oesssiinvalidity and inequitable conduct.
December 23, 2008, the parties reached an agreathmming Parallel Networks to immediately appéwsd tourt's summary judgment order
and preserving Oracle’s invalidity and inequitatdaduct claims in the event that the matter is redad for trial at a later time. On January 23,
2009, Parallel Networks filed a notice of appeatdurt-ordered mediation was held on June 1, 2808;h did not result in a settlement. The
appellate court heard oral argument on Decembe2d@ after full briefing. The court has not yetuied a ruling. We 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 District Court for the Northern Distiof California against SAP AG, its wholly ownedbsidiary, SAP America, Inc., and its
wholly owned subsidiary, TomorrowNow, Inc., (colieely, the SAP Defendants) alleging violationstoé Federal Computer Fraud and Ab
Act and the California Computer Data Access andiérract, civil conspiracy, trespass, conversionlation of the California Unfair Business
Practices Act, and intentional and negligent iriefice with prospective economic advantage. Oediglged that SAP unlawfully accessed
Oracle’s Customer Connection support website armmoperly took and used Oracle’s intellectual propencluding software code and
knowledge management solutions. The complaint seeggecified damages and preliminary and permangmictive relief. On June 1, 2007,
Oracle filed its First Amended Complaint, addingieis for infringement of the federal Copyright Axtd breach of contract, and dropping the
conversion and separately pled conspiracy claimsJ@y 2, 2007 the SAP Defendants’ filed their Aeswnd Affirmative Defenses,
acknowledging that TomorrowNow had made some “inappate downloads” and otherwise denying the ctaatheged in the First Amended
Complaint. The parties are engaged in discoverycandinue to negotiate a Preservation Order. A¢ cagnagement conferences held on
February 12, 2008 and April 24, 2008, Oracle adVibe Court that Oracle intended to file a SeconttAded Complaint, based on new facts
learned during the course of discovery.

On July 28, 2008, Oracle filed a Second Amended aimt, which added additional allegations basedaats learned during discovery.
Among the new allegations contained in the Secomgtded Complaint, Oracle alleges that TomorrowNdw'siness model relied on illegal
copies of Oracle’s underlying software applicatians that TomorrowNow used these copies as geseftiware environments that
TomorrowNow then used to create fixes and updateservice customers and to train employees. ThergeAmended Complaint also alleges
that these practices may have extended to otheépeoducts, including Siebel products.

On October 8, 2008, Oracle filed a Third Amendedn@laint pursuant to stipulation. The Third Amend&aainplaint made some changes
relating to the Oracle plaintiff entities (removifgacle Corporation and adding Oracle Systems CGatiom, Oracle EMEA Ltd., and J.D.
Edwards Europe Ltd.) but did not change the sulisiallegations. On October 15, 2008, the SAP badats filed a motion to dismiss
portions of the Third Amended Complaint, and aftdirbriefing, the court heard oral argument on Rmber 26, 2008. On December 15, 2008,
the court issued an order granting in part and ighgniyn part the motion. The court dismissed withjpdice the claims asserted by plaintiffs JD
Edwards Europe Ltd. and Oracle Systems Corporatiot denied the motion in all other respects. Tdréigs are in the process of concluding
discovery.

On July 15, 2009, Oracle filed a motion for leawdile a Fourth Amended Complaint to add claimsifdringement of Oracles Siebel softwal
and database programs. The Court granted Oractdismand Oracle filed its Fourth Amended ComplaintAugust 18, 2009. The SAP
Defendants filed an Answer to Oracle’s Fourth Amesh@omplaint on August 26, 2009.
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On August 26, 2009, the SAP Defendants filed alyeaotion for summary judgment directed to Oracl@gsnages theory. After full briefing,
the motion was heard on October 28, 2009. By addézd January 28, 2010, SAP’s motion for partiadmary judgment was denied.

On March 3, 2010, the SAP Defendants and Oracle #lad motions for partial summary judgment. Opifios briefs are due March 31, 2010,
and reply briefs are due April 14, 2010. The mddifor partial summary judgment are scheduled fal algument on May 5, 2010.

Trial is scheduled to begin on November 1, 2010.

Other Litigation

We are party to various other legal proceedingsdaichs, either asserted or unasserted, which erifee ordinary course of business,

including proceedings and claims that relate taiaitipns we have completed or to companies we laageired or are attempting to acquire.
While the outcome of these matters cannot be pretlizith certainty, we do not believe that the oute of any of these claims or any of the
above mentioned legal matters will have a matgridiverse effect on our consolidated financial jpms;j results of operations or cash flows.
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Iltem 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

We begin Management’s Discussion and Analysis nak¢ial Condition and Results of Operations wittoaerview of our key operating
business segments and significant trends, inclucli@gnges to our business as a result of our atiquisif Sun Microsystems, Inc. (Sun) in the
third quarter of fiscal 2010. This overview is falled by a summary of our critical accounting pelicand estimates that we believe are
important to understanding the assumptions andneaids incorporated in our reported financial resie then provide a more detailed
analysis of our results of operations and financaaddition.

In addition to historical information, this QuatieReport on Form 10-Q contains forward-lookingtistaents that involve risks and
uncertainties that could cause our actual resoiltifter materially. When used in this report, therds “will,” “expects,” “anticipates,”
“intends,” “plans,” “believes,” “seeks,” “estimateand similar expressions are generally intendeideatify forward-looking statements. You
should not place undue reliance on these forwaskliy statements, which reflect our opinions ordyoéthe date of this Quarterly Report. We
undertake no obligation to publicly release anysiews to the forward-looking statements afterdhate of this document. You should carefully
review the risk factors described in other docurmeve file from time to time with the U.S. Securstiend Exchange Commission (SEC),
including our Annual Report on Form 10-K for owsdal year ended May 31, 2009 and our other QuafRgports on Form 10-Q filed by us in
our fiscal year 2010, which runs from June 1, 2@0®lay 31, 2010.

Business Overview

We are the world’s largest enterprise software comypWe develop, manufacture, market, distributtservice database and middleware
software as well as applications software desigadtelp our customers manage and grow their busiogsrations. On January 26, 2010, we
completed our acquisition of Sun, a provider ofdwaare systems, software and services, for $7.®bilAs a result of our acquisition of Sun,
we entered into a new hardware systems businesdiddware systems business consists of two opgraigments: hardware systems
products and hardware systems support. Our adguisif Sun also expanded our portfolio of softwanel services offerings.

We believe our internal, or organic, growth andtoared innovation with respect to products and isessthat we offer as part of our software,
hardware systems and services businesses pro@detthdation for our long-term strategic plan. WWeeist billions of dollars in research and
development each year to enhance our existingghiartif products and services and to develop neddyets, features and services. Our
internally developed offerings have been enhangealp acquisitions.

We are organized into three businesses—softwardwaae systems and services—which are further dividto seven operating segments.
Each of these operating segments has unique chestics and faces different opportunities and lelngles. Although we report our actual
results in U.S. Dollars, we conduct a significaniiper of transactions in currencies other than Ddlars. Therefore, we present constant
currency information to provide a framework foressing how our underlying businesses performedidiy the effect of foreign currency
rate fluctuations. An overview of our three busessand seven operating segments follows.

Software Busines:

Our software business, which represented 83% ofatal revenues on a trailing 4-quarter basispimgrised of two operating segments:

(1) new software licenses and (2) software licarmiates and product support. On a constant curtesmig we expect that our software
business revenues generally will continue to irmeedue to continued demand for our products, imetuthe high percentage of customers that
renew their software license update and produg@uontracts, and due to our acquisitions, wistebuld allow us to grow our profits and
continue to make investments in research and denelat.

New Software License: We license our database and middleware asasellr applications software to businesses of rsem®g,
government agencies, educational institutions asdliers.

As a result of our acquisition of Sun, we acquitedain software technologies, including Java, Wiisca global software development
platform used in a wide range of computers, netwairrkd devices.
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The growth in new software license revenues thategert is affected by the strength of general eoun and business conditions,
governmental budgetary constraints, the competgogtion of our software products, our acquisii@md foreign currency fluctuations. The
substantial majority of our new software licenseibass is also characterized by long sales cytlestiming of a few large software license
transactions can substantially affect our quarteely software license revenues. Since our new softlicense revenues in a particular quarter
can be difficult to predict as a result of the tigiof a few large software license transactionsbelgéve that analysis of new software license
revenues on a trailing 4-quarter period provideditazhal visibility into the underlying performanoé our new software license business. New
software license revenues represented 30% of talrrevenues on a trailing quarter basis. Our new software license marging lhéstorically
trended upward over the course of the four quartéttsn a particular fiscal year due to the histatiupward trend of our new software license
revenues over the corresponding quarterly periadsbacause our costs are predominantly fixed irsttwet term for this operating segment.
However, our new software license margins have Jbemeh will continue to be, affected by the amottaaof intangible assets associated with
companies that we have acquired, including Sun.

Software License Updates and Product Suppt Customers that purchase software license updaie product support are granted rights to
unspecified product upgrades and maintenance edéssued during the support period, as well dmieal support assistance. Substantiall

of our customers renew their software license wgglahd product support contracts annually. The trafvsoftware license updates and
product support revenues is primarily influencedhmge factors: (1) the percentage of our suppmrtract customer base that renews its
support contracts, (2) the amount of new suppartrects sold in connection with the sale of newivgafe licenses, and (3) the amount of
support contracts assumed from companies we haysrad.

Software license updates and product support regmhich represented approximately 53% of out teteenues on a trailing 4-quarter basis,
is our highest margin business unit. Support margirer the trailing 4-quarters were 85%, and actzlifor 83% of our total margins over the
same period. Our software license update and ptadyport margins have been affected by fair vatljastments relating to support
obligations assumed in business acquisitions (detfurther below) and by amortization of intarlgibssets. However, over the longer term,
we believe that software license updates and ptaiyport revenues and margins will grow for thiéofeing reasons:

» substantially all of our customers, including cusérs from acquired companies, renew their softWeease updates and product
support contracts when eligible for renew

» substantially all of our customers purchase licanmtates and product support contracts when thgybew software licenses, result
in a further increase in our support contract bgsen if new software license revenues growth watsof declined modestly, software
license updates and product support revenues wood likely continue to grow in comparison to tleeresponding prior year periods
assuming renewal and cancellation rates and fo@igency rates remained relatively constant sgutestantially all new software
license transactions add to our support contrasx;benc

* our acquisitions have increased our support conrae, as well as the portfolio of products awdédo be licensed and support

We record adjustments to reduce support obligatiessmed in business combinations to their estihfatevalues at the acquisition dates. As
a result, as required by business combination atcwyrules, we did not recognize software licemgdates and product support revenues
related to support contracts that would have bélearaise recorded by the acquired businesses apémdient entities in the amount of $26
million and $51 million for the three months endezbruary 28, 2010 and 2009, respectively, and $l@mand $222 million for the nine
months ended February 28, 2010 and 2009, resplctiv@the extent underlying support contractsrarewed with us following an
acquisition, we will recognize the revenues forfillevalues of the support contracts over the supperiods, the majority of which are one
year.
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Hardware Systems Busine:

As a result of our acquisition of Sun, we entergd & new hardware systems business. Our hardwstenss business consists of two oper:
segments: hardware systems products and hardwstesrsy/ support. Our hardware systems businessaduilaasignificant amount of revenues
and expenses to our results of operations in casgrato our historical operating results. We expeathardware systems business to have
lower profit margins as a percentage of revenuas tur software business due to the incrementés easincur to produce and distribute th
products and to provide support services, includiingct materials and labor costs. We expect toaniakestments in research and develop!
to improve existing hardware systems products geldg@ new hardware systems products.

To produce our hardware systems products, we relyoth our internal manufacturing operations as asthird party manufacturing partners.
Our internal manufacturing operations consist prilpaf final assembly, test and quality controlefterprise and data center servers and
storage systems. For all other manufacturing, e third party manufacturing partners. We distte most of our hardware systems
products either from our facilities or partner fdigis. One of our main goals is to reduce costsibyplifying our manufacturing processes
through increased standardization of componentsagroduct types, through a reduction of the nurabassembly and distribution centers
we rely on and through our transition to a “buitderder” process in which products are built orftiglacustomers have placed firm orders. In
addition, we are focusing on identifying hardwaystems support processes that are intended totprelgddentify and solve quality issues ¢
to increase the amount of new support contractsisatonnection with the sales of new hardwareesgstproducts.

Hardware Systems Product Our hardware systems products consist primafifomputer server and storage product offerings.

Most of our computer servers are based on our SP#R@y of microprocessors and on Intel Xeon micrmagessors. Our servers range from
high performance computing servers to cost effigientry-level servers, and run with our Solarise@ping System, Linux and certain other
operating systems environments. Our storage preduetdesigned to securely manage, protect, arehideestore customers’ data assets and
consist of tape, disk and networking solutionsdpen systems and mainframe server environments.

Prior to our acquisition of Sun, many of our hardevaystems products were sold through indirect mblsn We have begun transitioning to a
more direct sales model and intend that, at thepbetion of the transition, our direct sales foraé sell more of our hardware systems
products, though we plan to continue to sell oadpcts to certain customer segments through inditeennels, including independent
distributors and value added resellers. We expedttthe proportion of hardware systems productsmegs sold by our own sales force will
increase over time, which we believe will improwe operating margins for this segment.

Our operating margins for our hardware systemsuymsidsegment have been and will be affected bgitiartization of intangible assets
associated with our acquisition of Sun. In additionsiness combination accounting rules requir® uscord acquired inventories at fair value,
which generally will result in an unfavorable impéx our expenses and operating margins as wéhesié acquired inventories to customers in
the post-combination period.

We have limited experience in predicting our quyrtbardware systems products revenues. The timiryistomer orders or deliveries with
respect to a few large transactions could substigntffect the amount of quarterly hardware systgmoducts revenues and operating margins
that we report.

Hardware Systems Suppor Customers that purchase our hardware systeoasigis may also elect to purchase our hardwarersgst
support offerings. Our hardware systems suppoetrioffs provide customers with software updateshfersoftware components that are
essential to the functionality of our systems aiodage products and can include product repairitergance services, and technical support
services. Typically, our hardware systems suppantract arrangements are invoiced to the custoirtéeseginning of the support period and
are one year in duration. The growth of our har@wsstems support revenues is influenced by a nuoflfactors, including the volume of
purchases of hardware systems products, the ntirmfiwvare systems products purchased, and the pageeof our hardware systems support
contract customer
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base that renews its support contracts. All oféHastors are heavily influenced by our customeegisions to either maintain or upgrade their
existing hardware systems’ infrastructure to nesddyeloped technologies that are available.

Our hardware systems support margins have beewidiize affected by fair value adjustments relattoghardware systems support obligati
assumed through, and by the amortization of intalegissets resulting from, our acquisition of SAmrequired by business combination
accounting rules, we recorded adjustments to reduc@ardware systems support revenues for costeastumed from our acquisition of Sun
to their estimated fair values as of the acquisitiate by an aggregate of $39 million for the traeé nine months ended February 28, 2010.
This amount would have been recorded as hardwaterag support revenues by Sun, as a standalomy, émtithe periods presented. To the
extent underlying hardware systems support corstiaet renewed with us following an acquisition,wikk recognize the revenues for the full
values of the hardware systems support contraetstbe support periods, the majority of which ame gear.

Services Busines

Our services business consists of consulting, Ondde and education. As a result of our acquisitio8un in the third quarter of fiscal 2010,
we expanded and enhanced our customer base atckseasfferings, which we believe will increase oevenues and expenses in comparison
to recent periods. Our services business, whictesgmted 16% of our total revenues on a trailimgdrter basis, has significantly lower
margins than our software business and what wecexp@chieve from our hardware systems business.

Consulting:  Our consulting line of business primarily prd&$ services to customers in business/IT stratégynaent; business process
simplification; solution integration; and produotplementation, enhancements, and upgrades of ¢aake, middleware and applications
software. The amount of consulting revenues reasghiends to lag the amount of our software andveare systems products revenues by
several quarters since consulting services, iffpased, are typically performed after the purchdsrioproducts. Our consulting revenues are
dependent upon general economic conditions ankbtet of product revenues, in particular the nefiveare license sales of our application
products. To the extent we are able to grow oudycts revenues, in particular our software appbogproduct revenues, we would also
generally expect to be able to eventually growanmsulting revenues.

On Demand: On Demand includes Oracle On Demand and ouaAded Customer Services offerings. We believedhaOn Demand
offerings provide our customers flexibility in hatvey manage their IT environments and an additioppbrtunity to lower their total cost of
ownership and can therefore provide us with a cditiveadvantage. As a result of our acquisitiorBoh, we increased the volume and bre
of our On Demand services offerings, primarily waiiiditional Advanced Customer Services offeringsluding staff augmentation and
managed services, to architect, implement and neacagstomer IT environments. While we have grownbiése of customers that purchase
certain of our On Demand services through our aoggrowth and the acquisition of Sun, we continuéoicus on managing our expenses to
increase our margins and margins as a percentage oévenues. We have made and plan to continmake investments in our On Demand
business to support current and future revenuetiramhich historically has negatively impacted Oanand margins and could do so in the
future.

Education: The purpose of our education services is tthéurthe adoption and usage of our software andiwere systems products by our
customers and to create opportunities to grow oftwsare and hardware systems products revenuesalidn revenues are impacted by cel
of our acquisitions (including our acquisition afr§, general economic conditions, personnel redastin our customers’ information
technology departments, tighter controls over éisenary spending and greater use of outsourcihgisns. In recent periods, we believe the
global economic environment has unfavorably afféctestomer demand for our education services, widshnegatively impacted our
revenues and margins.
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Acquisitions

An active acquisition program is another importaletment of our corporate strategy. In recent yeeeshave invested billions of dollars to
acquire a number of complementary companies, ptedservices and technologies including Sun irefi2010 and BEA Systems, Inc. in
fiscal 2008, among others. We believe our acqoisiirogram supports our long-term strategic dioectstrengthens our competitive position,
expands our customer base, provides greater scateelerate innovation, grows our revenues andregs, and increases stockholder value.
We expect to continue to acquire companies, pragdsgetrvices and technologies. See Note 2 of Not€sohdensed Consolidated Financial
Statements for additional information related to @cent acquisitions.

We believe we can fund our pending and future aitipms with our internally available cash, cashieglents and marketable securities, cash
generated from operations, amounts available ungieexisting debt capacity, additional borrowinggrom the issuance of additional
securities. We estimate the financial impact of patential acquisition with regard to earnings,ratieg margin, cash flow and return on
invested capital targets before deciding to moverdod with an acquisition.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogmrinciples (GAAP) and consider the
various staff accounting bulletins and other aglile guidance issued by the SEC. In July 2009ih&ncial Accounting Standards Board
(FASB) issued th&ASB Accounting Standards Codificati@@odification), which we adopted in our second tgraof fiscal 2010. There were
no changes to our consolidated financial statenmamdsrelated disclosures contained in this QuariReport due to the implementation of the
Cadification, other than changes in reference is @uarterly Report to the various authoritativeamting pronouncements contained within
the Codification.

GAAP, as set forth within the Codification, requings to make certain estimates, judgments and g¢surs. We believe that the estimates,
judgments and assumptions upon which we rely agoreable based upon information available to tiseatime that these estimates, judgm
and assumptions are made. These estimates, judgamhbissumptions can affect the reported amofiassets and liabilities as of the date of
the financial statements as well as the reporteslats of revenues and expenses during the periedemted. To the extent there are material
differences between these estimates, judgmentssongtions and actual results, our financial statemwill be affected. The accounting
policies that reflect our more significant estingt@dgments and assumptions and which we belie/tha most critical to aid in fully
understanding and evaluating our reported finamesults include the following:

» Revenue Recognitic

» 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 pdatitransaction is specifically dictated by GAARIaloes not require management'’s
judgment in its application. There are also areaghich manageme’s judgment in selecting among available alterrestiwould not produce a
materially different result. Our senior manageniead reviewed these critical accounting policies r@hated disclosures with the Finance and
Audit Committee of the Board of Directors.
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During the first nine months of fiscal 2010, we ptdal certain new accounting pronouncements anduatiog standards updates that affected
our critical accounting policies and estimates, elgm

» Accounting Standards Update No. 2009-R8yvenue Recognition (Topic 605) Multiple-DeliveeaBevenue ArrangemerfsSU 2009-
13) and Accounting Standards Update 2009Sbftware (Topic 985)—Certain Revenue Arrangeméatshclude Software Elements
(ASU 200¢-14), both of which affected our Revenue Recognifiolicy (see additional discussion below); ¢

» Accounting Standards Codification (ASC) 8Business Combinatior, which affected our Business Combinations and Aotiag for
Income Taxes policies. Please refer to Managem@&igsussion and Analysis of Financial Condition &webults of Operations
contained in Part 11, Iltem 7 of our Annual Repantiorm 1(-K for our fiscal year ended May 31, 2009 for a mooenplete discussiol

There were no other significant changes in ouicalditaccounting policies and estimates in fiscal®0ther than those noted above and
presented below and the aforementioned refereramgges resulting from the Codification.
Revenue Recognitio

Our sources of revenues prior to our acquisitioBwf were: (1) software, which includes new sofesarense and software license updates
product support revenues, and (2) services, wiiclude consulting, On Demand and education revergea result of our acquisition of Sun
on January 26, 2010, our sources of revenues s éxpanded to include hardware systems produaish primarily include revenues from
the sale of computer servers and storage prodarmtshardware systems support revenues.

Revenue Recognition for Software Products and So#vRelated Services (Software Elements)

New software license revenues represent fees efnoradjranting customers licenses to use our dagbaiddleware and applicatio
software, and exclude revenues derived from soéweense updates, which are included in softwiaembke updates and product support
revenues. While the basis for software licensemegeaecognition is substantially governed by theoaating guidance contained in ASC 985-
605, Software-Revenue Recognitiowe exercise judgment and use estimates in coonegtth the determination of the amount of softevar
and services revenues to be recognized in eacleiiicg period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize new
software license revenues when: (1) we enter inégally binding arrangement with a customer fa libense of software; (2) we deliver the
products; (3) customer payment is deemed fixeceterchinable and free of contingencies or significaarcertainties; and (4) collection is
probable. Substantially all of our new softwarefise revenues are recognized in this manner.

Substantially all of our software license arrangetselo not include acceptance provisions. Howefagceptance provisions exist as part of
public policy, for example, in agreements with gowaent entities where acceptance periods are etjby law, or within previously executed
terms and conditions that are referenced in theeatiagreement and are short-term in nature, werghy recognize revenues upon delivery
provided the acceptance terms are perfunctory tioth&r revenue recognition criteria have been. tfietcceptance provisions are not
perfunctory (for example, acceptance provisions$ @@ long-term in nature or are not included asddrd terms of an arrangement), revenues
are recognized upon the earlier of receipt of emittustomer acceptance or expiration of the aceeptperiod.

The vast majority of our software license arrangetméclude software license updates and prodyspicsti contracts, which are entered into at
the customer’s option and are recognized ratabdy the term of the arrangement, typically one y8aftware license updates provide
customers with rights to unspecified software patdypgrades, maintenance releases and patchesagléaring the term of the support per
Product support includes internet access to teahonantent, as well as internet and telephone adoetechnical support personnel. Software
license updates and product support contractsearerglly priced as a percentage of the net newvaodtlicense fees. Substantially all of our
customers renew their software license updatepeodlict support contracts annually.
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Revenue Recognition for Multi-Element Arrangements—Software Products and SaftRatated Services (Software Arrangements)

We often enter into arrangements with customersphichase both software related products andeesrom us at the same time, or within
close proximity of one another (referred to aswafe related multiple-element arrangements). Saftivare related multiple element
arrangements include the sale of our software mtsdgoftware license updates and product suppattacts and other software related
services whereby software license delivery is feéd by the subsequent or contemporaneous delifeéhemther elements. For those software
related multiple-element arrangements, we haveepfhe residual method to determine the amoutitefise revenues to be recognized
pursuant to ASC 985-605. Under the residual mettiddir value exists for undelivered elements imaltiple-element arrangement, such fair
value of the undelivered elements is deferred thighremaining portion of the arrangement considteratcognized upon delivery of the
software license or services arrangement. We da#édbe fair values of each element of a softwaleted multiple-element arrangement based
upon its fair value as determined by our vendoc#igeobjective evidence (VSOE—described furthelokg, with any remaining amount
allocated to the software license.

Revenue Recognition for Hardware Systems ProdunctdHardware Systems Related Services (Nonsoftwigradnts)

Revenues from the sale of hardware systems prodejmtssent amounts earned primarily from the sbt®mputer servers and storage
products. Our revenue recognition policy for thesasoftware deliverables is based upon the acamygtiidance contained in ASC 605,
Revenue Recogniti, and we exercise judgment and use estimates imection with the determination of the amount ofdweare systems
products and hardware systems related serviceauesdo be recognized in each accounting period.

Revenues from the sales of hardware systems poduetrecognized when: (1) persuasive evidenca afrangement exists; (2) we deliver
products and passage of the title to the buyerrsc¢8) the sale price is fixed or determinabled é4) collection is reasonably assured.
Revenues that are not recognized at the time eflsadause the foregoing conditions are not matamgnized when those conditions are
subsequently met. When applicable, we reduce reasefor estimated returns or certain other incergihograms where we have the ability to
sufficiently estimate the effects of these item$iéfé an arrangement is subject to acceptanceigried the acceptance provisions are not
perfunctory (for example, acceptance provisions @@ long-term in nature or are not included asdrd terms of an arrangement), revenues
are recognized upon the earlier of receipt of emittustomer acceptance or expiration of the aceeptperiod.

Our hardware systems support offerings generallyige customers with software updates for the smféwcomponents that are essential to the
functionality of our hardware systems and storagelycts and can also include product repairs, reaarice services, and technical support
services. Hardware systems support contracts aeeeehinto at the customer’s option and are reagghiatably over the contractual term of
the arrangement.

Revenue Recognition for Multi-Element Arrangements—Hardware Systems Product$landivare Systems Related Services (Nonsoftware
Arrangements

In the third quarter of fiscal 2010, we early agmpthe provisions of ASU 2009-13 and ASU 2009-18UA2009-13 amended existing
accounting guidance for revenue recognition fortiplg-element arrangements. To the extent a delblerwithin a multiple-element
arrangement is not accounted for pursuant to @beounting standards, including ASC 985-68&ftware-Revenue Recognitidt§U 2009-13
establishes a selling price hierarchy that allogvgtie use of an estimated selling price (ESPxterthine the allocation of arrangement
consideration to a deliverable in a multiple eletremangement where neither VSOE nor third-parigexnvce (TPE) is available for that
deliverable. ASU 2009-14 modifies the scope of AB5-605 to exclude tangible products containingveafe components and nonsoftware
components that function together to deliver tredpct’'s essential functionality. In addition, ASO®-14 provides guidance on how a vendor
should allocate arrangement consideration to ntwsoé and software deliverables in an arrangeméetevthe vendor sells tangible products
containing software components that are essentidglivering the tangible product’s functionality.
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As a result of our early adoption of ASU 2009-18 &8U 2009-14, we applied the provisions of thesmanting standards updates as of the
beginning of our fiscal year 2010. The retrospextpplications of ASU 2009-13 and 2002-as of the beginning of our fiscal year 2010 he
impact to our previously reported results of opieret.

We enter into arrangements with customers thathase both nonsoftware related products and serfricesus at the same time, or within
close proximity of one another (referred to as émgare multiple-element arrangements). Each eléeméhin a nonsoftware multiplelemen
arrangement is accounted for as a separate uagoofunting provided the following criteria are ntee delivered products or services have
value to the customer on a standalone basis; arahfarrangement that includes a general righ¢toirn relative to the delivered products or
services, delivery or performance of the undelidgyeoduct or service is considered probable asdbstantially controlled by us. We consider
a deliverable to have standalone value if the pcbduservice is sold separately by us or anoteeder or could be resold by the customer.
Further, our revenue arrangements generally dinotitde a general right of return relative to tledivered products. Where the aforementic
criteria for a separate unit of accounting aremet, the deliverable is combined with the undeldeelement(s) and treated as a single unit of
accounting for the purposes of allocation of thramgement consideration and revenue recognitiontHése units of accounting which include
more than one deliverable but are treated as desimit of accounting, we generally recognize rexenover the delivery period. For the
purposes of revenue classification of the elem#irdisare accounted for as a single unit of accagntive allocate revenue to hardware system
and services based on a rational and consistehibehgibgy utilizing our best estimate of fair valfesuch elements.

For our nonsoftware multiple-element arrangemem¢sallocate revenue to each element based oniragsetice hierarchy at the arrangement
inception. The selling price for each element isdabupon the following selling price hierarchy: iS®available, TPE if VSOE is not
available, or ESP if neither VSOE nor TPE is audéga description as to how we determine VSOE, aR&EESP is provided below). If a
tangible hardware systems product includes softweeedetermine whether the tangible hardware systmoduct and the software work
together to deliver the product’s essential fun@ldy and, if so, the entire product is treatecamnsoftware deliverable. The total
arrangement consideration is allocated to eachraepanit of accounting for each of the nonsoftwdetverables using the relative selling
prices of each based on the aforementioned sedlicg hierarchy. We limit the amount of revenueogrized for delivered elements to an
amount that is not contingent upon future deliveiradditional products or services or meeting of gpecified performance conditions.

To determine the selling price in multiple-elemamangements, we establish VSOE of selling prideguthe price charged for a deliverable
when sold separately and for software license @sdad product support and hardware systems suppsed on the renewal rates offered to
customers. For nonsoftware multiple element arraveges, TPE is established by evaluating similariatetchangeable competitor products
services in standalone arrangements with simikitlyated customers. If we are unable to deternfiaeselling price because VSOE or TPE
doesnt exist, we determine ESP for the purposes of atlog the arrangement by considering several eatermd internal factors including, !
not limited to, pricing practices, margin objec8yeompetition, geographies in which we offer otaducts and services, internal costs and
stage of the product lifecycle. The determinatibESP is made through consultation with and apdrbyaur management, taking into
consideration our go-to-market strategy. As ouQurcompetitors’, pricing and go-to-market strégsgvolve, we may modify our pricing
practices in the future, which could result in ap@sto our determination of VSOE, TPE and ESP. fAesalt, our future revenue recognition
for multiple-element arrangements could differ materially fram iesults in the current period. Selling prices analyzed on an annual basi
more frequently if we experience significant chanireour selling prices.

Revenue Recognition Policies Applicable to botht®afe and Nonsoftware Elements
Revenue Recognition for Multi-Element Arrangements—Arrangements with SoftwadeNomsoftware Elements

We also enter into multiple-element arrangemerdsitiay include a combination of our various sofevaaiated and nonsoftware related
products and services offerings including hardveystems products, hardware systems support, néwageflicenses, software license upd
and product support, consulting, On Demand andadhrc In such arrangements, we first allocatetdted arrangement consideration baset
the relative selling prices of the software grofiglements as a whole and to the nonsoftware elesn@re then further
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allocate consideration within the software groupht® respective elements within that group follagvihe guidance in ASC 985-605 and our
policies described above. After the arrangemensidanation has been allocated to the elementsca@uat for each respective element in the
arrangement as described above.

Other Revenue Recognition Policies Applicable tim&re and Nonsoftware Elements

Many of our software arrangements include congylitimplementation services sold separately undeswting engagement contracts and are
included as a part of our services business. Congukvenues from these arrangements are genatyunted for separately from new
software license revenues because the arrangequalify as services transactions as defined in A88-605. The more significant factors
considered in determining whether the revenuesldhmiaccounted for separately include the nattisexvices (i.e. consideration of whether
the services are essential to the functionalittheflicensed product), degree of risk, availabitifyservices from other vendors, timing of
payments and impact of milestones or acceptantaiarbn the realizability of the software licerise. Revenues for consulting services are
generally recognized as the services are perforthédtkre is a significant uncertainty about thejpct completion or receipt of payment for the
consulting services, revenues are deferred usilticertainty is sufficiently resolved. We estimiie proportional performance on contracts
with fixed or “not to exceed” fees on a monthly isadilizing hours incurred to date as a percentafgetal estimated hours to complete the
project. If we do not have a sufficient basis tcaswee progress towards completion, revenues angmeed when we receive final acceptance
from the customer. When total cost estimates exoeashues, we accrue for the estimated losses imategdusing cost estimates that are
based upon an average fully burdened daily ratécaybe to the consulting organization deliverihg services. The complexity of the
estimation process and factors relating to therapsions, risks and uncertainties inherent withapplication of the proportional performance
method of accounting affects the amounts of reveianel related expenses reported in our consolidizizacial statements. A number of
internal and external factors can affect our edi@sancluding labor rates, utilization and effiody variances and specification and testing
requirement changes.

On Demand is comprised of Oracle On Demand and #ake Customer Services and is a part of our sertiasiness. Oracle On Demand
services are offered as standalone arrangementsapart of arrangements to customers buying néware licenses or hardware systems
products and services. Our On Demand servicesgeavulti-featured software and hardware managearaghimaintenance services for our
software and hardware systems products deliveredradata center facilities, select partner dataers or customer facilities. Advanced
Customer Services provide customers with servigesdhitect, implement and manage customer IT enwients including software and
hardware systems product management services tipgdiecific solution support centers and remote @m-site expert services. Depending
upon the nature of the arrangement, revenues frorb&@nand services are recognized as services €ogrped or ratably over the term of the
service period, which is generally one year or.less

Education revenues are a part of our services essiand include instructor-led, media-based ardriat-based training in the use of our
software and hardware systems products. Educagitenues are recognized as the classes or otheatenfuofferings are delivered.

If an arrangement contains multiple elements areb dwt qualify for separate accounting for the pob@nd service transactions, then new
software license revenues and/or hardware systemdsigts revenues, including the costs of hardwggtems products, are generally
recognized together with the services based orracraccounting using either the percentage-of-detiom or completed-contract method.
Contract accounting is applied to any bundled safewhardware systems and services arrangementeatinclude milestones or customer
specific acceptance criteria that may affect ctilbecof the software license or hardware systerngyet fees; (2) where consulting services
include significant modification or customizatiohtbe software or hardware systems product; (3)re/s@nificant consulting services are
provided for in the software license contract ardiasaare systems product contract without additiaterge or are substantially discounted; or
(4) where the software license or hardware sysfmoduct payment is tied to the performance of cliimguservices. For the purposes of
revenue classification of the elements that areauted for as a single unit of accounting, we @teaevenues to software and nonsoftware
elements based on a rational and consistent mdtigpdotilizing our best estimate of fair value eich elements.
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We also evaluate arrangements with government#iesntontaining “fiscal funding” or “terminatiorof convenience” provisions, when such
provisions are required by law, to determine thabpbility of possible cancellation. We consider tiplg factors, including the history with the
customer in similar transactions, the “essential’ uf the software or hardware systems productstlaaglanning, budgeting and approval
processes undertaken by the governmental entitye iletermine upon execution of these arrangentleatshe likelihood of cancellation is
remote, we then recognize revenues once all ofriteria described above have been met. If suaiterahination cannot be made, revenues are
recognized upon the earlier of cash receipt or@ggrof the applicable funding provision by the govmental entity.

We assess whether fees are fixed or determinalihe éitme of sale and recognize revenues if akiotevenue recognition requirements are
met. Our standard payment terms are net 30 daysettr, payment terms may vary based on the coimtmhich the agreement is executed.
Payments that are due within six months are gegetaémed to be fixed or determinable based orsoccessful collection history on such
arrangements, and thereby satisfy the requiredrizifor revenue recognition.

While most of our arrangements for sales within seftware and hardware systems businesses indhateterm payment terms, we have a
standard practice of providing long-term financtogreditworthy customers through our financingiglon. Since fiscal 1989, when our
financing division was formed, we have establisadistory of collection, without concessions, oesth receivables with payment terms that
generally extend up to five years from the contdate. Provided all other revenue recognition deatbave been met, we recognize new
software license revenues and hardware systemsigsorevenues for these arrangements upon delinetynf any payment discounts from
financing transactions. We have generally soldiveddes financed through our financing divisionanon-recourse basis to third party
financing institutions and we classify the procefrdm these sales as cash flows from operatingiies in our consolidated statements of ¢
flows. We account for the sales of these receisabhte“true sales” as defined in ASC 8&tansfers and Servicing

In addition, we sell hardware systems productg&sihg companies that, in turn, lease these predoi@nd-users. In transactions where the
leasing companies have no recourse to us in tha efelefault by the end-user, we recognize reveriymint of shipment or point of delivery,
depending on the shipping terms and if all the otbeenue recognition criteria have been met. targyements where the leasing companies
have more than insignificant recourse to us inetent of default by the end-user (defined as resmlaasing), we recognize both the product
revenue and the related cost of the product apaimments are made to the leasing company by theiser] generally ratably over the lease
term.

Our customers include several of our suppliers@nthre occasion, we have purchased goods or ssrfidc our operations from these vendors
at or about the same time that we have sold outyats to these same companies (Concurrent TraosagtiSoftware license agreements or
sales of hardware systems that occur within a thresth time period from the date we have purchgseds or services from that same
customer are reviewed for appropriate accountiegttnent and disclosure. When we acquire goodsraices from a customer, we negotiate
the purchase separately from any sales transaetieerms we consider to be at arm’s length, atttesbe purchase in cash. We recognize new
software license revenues or hardware systems gi®devenues from Concurrent Transactions if aiwfrevenue recognition criteria are met
and the goods and services acquired are necessasyirfcurrent operations.

Results of Operations

Impact of Acquisitions

The comparability of our operating results in thied quarter and first nine months of fiscal 20bdnpared with the same periods in fiscal 2
is impacted by our acquisitions, primarily our aisition of Sun in the third quarter of fiscal 2010.

In our discussion of changes in our results of afi@ns from the third quarter and first nine morahéiscal 2010 compared to the
corresponding periods in the prior year, we qugikieé contribution of our acquired products (fogaisitions that were completed since the
beginning of the third quarter of fiscal 2009) e tgrowth in new software license revenues, soéiiiaense updates and product support
revenues, hardware
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systems products revenues and hardware systemsrsupygenues. We also are able to quantify the tataemental expenses associated with
our hardware systems products and hardware sysi@gpport segments. The incremental contributiorsuofacquisitions to our other
businesses and operating segments’ revenues aads@gare not provided as they either were notaehaidentifiable due to the integration
of these operating segments into our existing dggrsand/or were insignificant to our results pémtions for the third quarter and first nine
months of fiscal 2010.

We caution readers that, while pre- and post-agguiscomparisons as well as the quantified amothemselves may provide indications of
general trends, the information has inherent litiuites for the following reasons:

» the quantifications cannot address the substaeffiedts attributable to changes in business stiegemcluding our sales fort
integration efforts. We believe that if our acqdi@mpanies had operated independently and salessfbad not been integrated, the
relative mix of products sold would have been défg; anc

 although substantially all of our customers, inahgdcustomers from acquired companies, renew #uffware license updates a
product support contracts when the contracts dgékd for renewal and we intend to focus our éfayn renewing hardware systems
support contracts, the amounts shown as softwegade updates and product support deferred revanmddsardware systems prodt
deferred revenues in our supplemental disclosuageckto certain charges (presented below) areewdssarily indicative of revenue
improvements we will achieve upon contract renewahe extent customers do not ren

Seasonality

Our quarterly revenues have historically been &by a variety of seasonal factors, includingdtmacture of our sales force incentive
compensation plans, which are common in the teciyydhdustry. The operating margins of our busiaesge affected by seasonal factors
similar manner as our revenues (in particular,raw software licenses business) as certain expevides our cost structure are relatively
fixed in the short term.

Constant Currency Presentation

Our international operations have provided and gghtinue to provide a significant portion of oatal revenues and expenses. As a result,
revenues and expenses including our non-operattaie and expenses, will continue to be affectechiayges in the U.S. Dollar against
major international currencies. In order to providigamework for assessing how our underlying tesses performed excluding the effect of
foreign currency fluctuations, we compare the pgrrcbange in the results from one period to angtleeiod in this Quarterly Report using
constant currency disclosure. To present this métdion, current and comparative prior period residt entities reporting in currencies other
than U.S. Dollars are converted into U.S. Dollarsanstant exchange rates (i.e. the rates in effiedfiay 31, 2009, which was the last day of
our prior fiscal year) rather than the actual exgjearates in effect during the respective perieéds.example, if an entity reporting in Euros |
revenues of 1.0 million Euros from products soldraruary 28, 2010 and February 28, 2009, our &izdstatements would reflect reported
revenues of $1.36 million in the first nine montidiscal 2010 (using 1.36 as the month-end aveexgbange rate for the period) and $1.27
million in the first nine months of fiscal 2009 (ng 1.27 as the month-end average exchange ratbdqgeriod). The constant currency
presentation would translate the results for theetfand nine months ended February 28, 2010 ar@l &Ag the May 31, 2009 exchange rate
and indicate, in this example, no change in revemuging the period. In each of the tables below present the percent change based on
actual, unrounded results in reported currencyiamonstant currency.
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Total Revenues and Operating Expenses

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change

(Dollars in millions) 2010 Actual  Constant 2009 2010 Actual  Constant 2009
Total Revenues by Geograph
Americas $ 3,28/ 15% 12% $ 2,846 $ 8,93« 6% 5% $ 8,431
EMEA @ 2,167 19% 12% 1,82¢ 5,78¢ 5% 3% 5,53¢
Asia Pacific® 952  22% 12% 783 2,59¢ 7% 1% 2,41¢

Total revenue 6,40¢ 17% 12% 5,45% 17,31t 6% 4% 16,39
Total Operating Expense 4,561 30% 26% 3,51: 11,55 5% 5% 10,95¢
Total Operating Margin $ 184: -5% -12% $ 1,94C $ 5,767 6% 2% $ 5,43¢
Total Operating Margin % 29% 36% 33% 33%
% Revenues by Geograph
Americas 51% 52% 52% 51%
EMEA 34% 33% 33% 34%
Asia Pacific 15% 15% 15% 15%
Total Revenues by Busines
Software $ 5,01t 13% 8% $ 4,43 $ 14,06( 7% 5% $ 13,08
Hardware Systerr 45¢ * * — 45¢ * * —
Services 931 -9% -13% 1,02( 2,797 -15% -17% 3,31(

Total revenue $ 6,400 17% 12% $ 5450 $ 17,31 6% 4% $ 16,39
% Revenues by Busines
Software 78% 81% 81% 80%
Hardware Systerr 7% 0% 3% 0%
Services 15% 19% 16% 20%

@ Comprised of Europe, the Middle East and Afi

@ Asia Pacific includes Japi
Not meaningfu

Fiscal Third Quarter 2010 Compared to Fiscal ThilQuarter 2009: Our operating results for the third quarter of &is2010 were favorably
impacted by the weakening of the U.S. Dollar reato other major international currencies. Thes®iffable currency variances resulted in an
increase to our total revenues of 5 percentagdgdiming the third quarter of fiscal 2010. On astant currency basis, total revenues for the
third quarter of fiscal 2010 increased due to $8¥iBon of revenues from our acquisition of Suninparily in our hardware systems business,
an increase in our new software license revenisastireg from growth in our database and middlewaaré applications products revenues and
an increase in software license updates and pradyort revenues. These constant currency inseese partially offset by a constant
currency decrease of 13% in our services busingdsish we believe was caused by weaker demand feeiVices due to the deterioration in
global economic conditions in recent quarters. &diclg the effect of currency rate fluctuations, #reericas contributed 53%, EMEA
contributed 33% and APAC contributed 14% to oumgloin total revenues.

Total operating expenses were unfavorably affebtefbreign currency rate fluctuations of 4 perceetaoints in the third quarter of fiscal
2010. Excluding the effect of currency rate flutioias, the 26% increase in total operating expeimstiee third quarter of fiscal 2010 was due
to additional operating expenses incurred as dtreSaur acquisition of Sun, including increasegbenses pertaining to hardware systems
products sold, additional employee related expers®&san increase in intangible asset amortizalioaddition, we also incurred increased
restructuring expenses resulting from our Sun Resiring Plan and legacy Oracle-based restructyiags.
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Excluding the effects of favorable foreign curreneyiations of 7 percentage points, total operativeggin and total operating margin as a
percentage of total revenues decreased durindpittiequarter of fiscal 2010 due to the post-comtimacontributions from our acquisition of
Sun as our total expenses, primarily related tohamdware systems business, restructuring and ematioh of intangible assets, grew at a fa
rate than our total revenues.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: Excluding the favorable effects of foreign curremate
fluctuations of 2 percentage points, total reverinegeased in the first nine months of fiscal 2dL@ to growth in our total software revenues
and our additional revenues resulting from enttg the hardware systems business, partially offget decrease in our total services revenues.
Excluding the effect of currency rate fluctuatiotiee Americas contributed 70%, EMEA contributed 2886 APAC contributed 2% to our

total revenues growth.

The increase in our total operating expenses duhiadirst nine months of fiscal 2010 was due ®rasons noted above, partially offset by
expense reductions in our legacy Oracle-based tipesancluding reductions in our services businesguctions to bad debt expenses due to
improved collections and reductions to travel exg@sndue to cost management initiatives.

On a constant currency basis, our operating mangineased modestly during the first nine monthsafal 2010 as our total revenues excee
our total expenses. However, on a constant currbasis our operating margin as a percentage ohumgedeclined slightly due to the post-
combination contributions from our acquisition afr which increased our total expenses at a festeithan our total revenues.

Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatice believe the following information is helpfal &n overall understanding of our past
financial performance and prospects for the futiia should review the introduction under “Impat®e@quisitions” (above) for a discussion
of the inherent limitations in comparing pre- amm$pacquisition information.

Our operating results include the following busgiesmbination accounting adjustments and expemetsed to acquisitions as well as certain
other significant expense items:

Three Months Ended Nine Months Ended
February 28, February 28,

(in millions) 2010 2009 2010 2009
Software license updates and product support defeavenue® $ 26 $ 51 $ 49 $ 222
Hardware systems support deferred revei® 39 — 39 —
Hardware systems products exper®) 24 — 24 —
Amortization of intangible asse® 502 437 1,36¢ 1,27¢
Acquisition related and oth«4)®) 34 27 5C 98
Restructuring® 30¢€ 15 467 46
Stoclk-based compensati® 112 85 30C 26(
Income tax effect® 287 164 (629 (539

75€ 451 $1,67¢ $1,36%

@ In connection with purchase price allocations eglab our acquisitions, we have estimated theviines of software support and hardware systenmgostipbligations assumed. Due to
our application of business combination accountirigs, we did not recognize software license updatel product support revenues related to suppottacts that would have
otherwise been recorded by the acquired businessieslependent entities in the amounts of $26aniléind $51 million for the three months ended Fatyr@8, 2010 and 2009,
respectively, and $49 million and $222 million fbe nine months ended February 28, 2010 and 266pectively. In addition, we did not recognize laatk systems support revenues
related to hardware systems support contractsstbald have otherwise been recorded by Sun as @apémtient entity in the amount of $39 million foe three and nine months ended
February 28, 201(

Approximately $35 million, $60 million and $25 nidh of estimated software license updates and toglipport revenues related to support contrastsnasd will not be recognized
during the remainder of fiscal 2010, fiscal 2014 &incal 2012, respectively, that would have othsevbeen recognized by the acquired businesseslegeandent entities due to the
application of these business combination accogmtifes. In addition, approximately $89 million,4BLmillion, $35 million and $11 million of estimatdardware
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(2)

(3)

(4)

(5)

systems support revenues related to hardware systepport contracts assumed will not be recogrdzenhg the remainder of fiscal 2010, fiscal 20444l 2012 and fiscal 2013,
respectively, that would have otherwise been reizeghby Sun as an independent entity. To the extgstomers renew these support contracts, we efpeetognize revenues for the
full contract value over the support renewal period

Represents the effects of fair value adjustmentaitanventories acquired from Sun that were soldustomers in the periods presented. Businessinatidn accounting rules require
us to account for inventories assumed from our ia@tépns at their fair values. The amount includiethardware systems products expenses above iglgdeto adjust these expenses to
the hardware systems products expenses that waukdlieen otherwise recorded by Sun as a standahditye upon the sale of these inventories. If wguare inventories in future
acquisitions, we will be required to assess thaimfalues, which may result in fair value adjustitseto those inventorie

Represents the amortization of intangible assefsiggd in connection with our acquisitions, prinia®un Microsystems, Inc., BEA Systems, Inc., HypeISolutions Corporation,
Siebel Systems, Inc. and PeopleSoft, Inc. As of lraly 28, 2010, estimated future amortization espsirelated to intangible assets were as follawmilions):

Remainder of Fiscal 201 $ 60!
Fiscal 2011 2,25¢
Fiscal 201z 1,98¢
Fiscal 2012 1,62(
Fiscal 2014 1,34(
Fiscal 201¢ 1,00¢
Thereaftel 631

Total intangible assets subject to amortiza 9,45:
In-process research and developn 41F

Total $ 9,86

Acquisition related and other expenses primarilysist of personnel related costs for transitiomal @ertain other employees, stock-based compensatigenses, integration related
professional services, certain business combinatijstments after the measurement period or psecpace allocation period has ended, and certhigr @perating expenses, net. As
a result of our adoption of ASC 8(Business Combinationsas of the beginning of fiscal 2010, certain asijigin related and other expenses are now recasi@xpenses in our
statements of operations that had been historigadlyded as a part of the consideration transfieared capitalized as a part of our accounting égussitions pursuant to previous
accounting rules, primarily direct transaction saaich as professional services fees (see furibargsion in “Critical Accounting Policies and Esétes” in Part Il, Item 7 of our
Annual Report on Form -K for our fiscal year ended May 31, 200

Restructuring expenses during the first nine moaoftfiscal 2010 relate to $232 million of Oracle @lioyee severance and facility exit costs, subsaliyiin connection with our Fiscal
2009 Oracle Restructuring Plan that was initiatethe third quarter of fiscal 2009, and amendetthénfirst quarter of fiscal 2010. In addition, wieaincurred $235 million of
restructuring expenses in connection with our SastiRcturing Plan that was initiated in the thitdder of fiscal 2010. Restructuring expenses dutire first nine months of fiscal
2009 relate to costs incurred pursuant to the F@@9 Oracle Restructuring Plan and the FiscaB2Dacle Restructuring Plan. As a result of owdi2010 adoption of ASC 805,
Business Combinatior, in connection with any acquisition that we clpsespectively, we will record involuntary terminatiand other exit costs associated with the aderisio
restructuring expenses, which is a change in theired accounting in comparison to prior year pasi¢see further discussion in “Critical Accountiglicies and Estimates” in Part Il,
Item 7 of our Annual Report on Form-K for our fiscal year ended May 31, 200
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(6) Stochk-based compensation is included in the followingrapeg expense line items of our condensed coreteliistatements of operations (in millior

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
Sales and marketir $ 2 $ 1 $ 5) $ 5
Software license updates and product sug 4 3 12 1C
Hardware systems produc 2 — 2 —
Hardware systems suppt 1 — 1 —
Services 4 3 1C 9
Research and developme 46 39 12z 121
General and administrati 34 24 96 69
Subtotal 112 8t 30C 26(
Acquisition related and otht 1C 3 1C 14
Total stocl-based compensatic $ 122 $ 88 $ 31C $ 274

Stock-based compensation included in acquisititated and other expenses resulted from unvestell sfitions and restricted stock-based awards asbénom acquisitions whose
vesting was accelerated upon termination of thel@eyeps pursuant to the terms of those stock optodsrestricted stock-based awards.

(") The income tax effects presented in the table alw@re calculated as if the above described chavges not included in our results of operationsdach of the respective periods
presented. Income tax effects were calculated baisé¢lde applicable jurisdictional tax rates appltiethe charges and resulted in an effective texadt25.9% and 26.6% for the third
quarter of fiscal 2010 and 2009, respectively, 2rd % and 27.4% for the first nine months of fi2@10 and 2009, respectively. The differences éniicome tax rates for the fiscal
third quarter and first nine months of fiscal 20A@omparison to the income tax rates derived percondensed consolidated statements of operatieres due to differences in
jurisdictional tax rates and the related tax basefitributable to our restructuring expenses. difference in the income tax rate for the firstenimonths of fiscal 2009 in comparisor
the income tax rate derived per our condensed tidased statement of operations was due to theusiar of the effect of an adjustment to our norrenirdeferred tax liability
associated with acquired intangible ass

Software Business
Our software business consists of our new softlieeases segment and software license updatesraddgi support segment.

New Software Licenses New software license revenues primarily repmegses earned from granting customers licenseseémur database
and middleware as well as our application softyaoelucts. We continue to place significant emphdgith domestically and internationally,

on direct sales through our own sales force. We @mitinue to market our products through indid@nnels. Sales and marketing expenses
for new software licenses are largely personneteel and include commissions earned by our sates for the sale of our software products,
and also include marketing program costs and apatitin of intangible assets.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual  Constant 2009 2010 Actual  Constant 2009
New Software License Revenue
Americas $ 82z 22% 18% $ 67z $2,09¢ 7% 5% $1,95¢
EMEA 59C 3% -2% 571 1,45 -6% -10%  1,54¢
Asia Pacific 305 12% 4% 272 851 -2% -9% 872
Total revenue 1,718  13% 8% 1,51¢ 4,39¢ 0% -3%  4,37¢
Expenses
Sales and marketir@® 1,148 10% 5% 1,03¢ 3,20 -2% -3% 3,261
Stoclk-based compensatic 21 29% 29% 16 57 10% 10% 51
Amortization of intangible asse® 19€  -7% 7% 211 61C 0% 0% 60¢
Total expensi 1,36z 8% 4% 1,268 3,87C -1% -2%  3,92(
Total Margin $ 35€ 41% 26% $ 251 $ 52¢ 15% 5% $ 45¢
Total Margin % 21% 17% 12% 10%
% Revenues by Geograph
Americas 48% 44% 48% 45%
EMEA 34% 38% 33% 35%
Asia Pacific 18% 18% 19% 20%
Revenues by Produc
Database and middlews $1,241 11% 5% $1,12( $3,127 -2% -5% $3,18¢
Applications 477 21% 15% 39€ 1,27 6% 4%  1,19¢
Total new software license revent $1,71¢  13% 8% $1,51€ $4,39¢ 0% 3% $4,37¢
% Revenues by Produc
Database and middlewa 72% 74% 71% 72%
Applications 28% 26% 29% 28%

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

Fiscal Third Quarter 2010 Compared to Fiscal ThilQuarter 2009: New software license revenues were favorably affbly foreign
currency rate fluctuations of 5 percentage poimthé third quarter of fiscal 2010. Excluding tligeet of currency rate fluctuations, total new
software license revenues increased by 8% in tihe qmarter of fiscal 2010 due to improved demaordoiur database and middleware and
applications products across the Americas and Radfic regions, which grew by 18% and 4%, respebti and by increased revenues from
our acquisitions.

Excluding the effect of favorable currency ratecfliations of 6 percentage points, database andewmidde revenues increased 5% in the third
quarter of fiscal 2010 due to improved demand ancteimental revenues from our recent acquisitiaonseported currency, our acquisition of
Sun contributed $46 million and other recent adtjaiss contributed $34 million to the growth in adeitabase and middleware revenues during
the third quarter of fiscal 2010. In constant cnag database and middleware revenues decreasg¥ oy a trailing 4-quarter basis due to
weaker global economic conditions that we belienpdcted or delayed customers’ purchasing decisinasiding decreases in revenues from
certain customers that embed our technology irsell our product with their own products as thessdors’ own revenues decreased.

Excluding the effect of favorable currency ratecfuations of 6 percentage points, applications seftware license revenues increased by 15%
in the third quarter of fiscal 2010 due to improwiinand across our major applications product liilmesonstant currency, applications new
software license revenues decreased by 2% indhim¢y 4-quarter period.
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In reported currency, new software license reveraesed from transactions over $0.5 million incegblsy 17% in the third quarter of fiscal
2010 and represented 47% of our new software leeemgenues in the third quarter of fiscal 2010dmparison to 46% in the third quarter of
fiscal 2009.

Total new software license sales and marketing esgewere unfavorably impacted by 4 percentagdsofrcurrency variations during the
third quarter of fiscal 2010. Excluding the effeficurrency rate fluctuations, total sales and retnig expenses increased in the third quart
fiscal 2010 primarily due to higher variable comgation expenses resulting from higher revenueshaiter operating expenses from our
acquisition of Sun. These expense increases wetialpeoffset by a net reduction in our develogatd core technology intangible asset
amortization as certain of our legacy intangibleets became fully amortized in the current fiseedrtpr and by a modest decline in salary
expenses resulting from certain headcount redusiioour legacy operations.

Our new software license segment’s operating masgis impacted by 15 percentage points of favoraleency variations during the third
quarter of fiscal 2010. Excluding the effects ofreacy rate fluctuations, total new software licensargin and margin as a percentage of
revenues increased as our revenues grew fasteothaxpenses.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: Excluding the effect of favorable foreign curcg rate
fluctuations of 3 percentage points, total newwsaft license revenues decreased by 3% in thenfivetmonths of fiscal 2010 due to lower
revenues in the first half of fiscal 2010, which bedieve were the result of weaker global econaroitditions, partially offset by revenue
increases in our third quarter of fiscal 2010 armtémental revenues from our acquisitions. In reggbcurrency, our acquisition of Sun and
other recently acquired products contributed $4ianiand $70 million, respectively, to our databasd middleware revenues in the first nine
months of fiscal 2010 and our recently acquiredipots contributed $31 million to our applicatioesenues. In reported currency, new
software license revenues earned from transactiees$0.5 million increased by 4% in the first nmenths of fiscal 2010 and represented
48% of new software license revenues in the firs¢ months of fiscal 2010 in comparison to 46%hia first nine months of fiscal 2009.

Excluding the effect of unfavorable foreign currgmate fluctuations, total new software licensesand marketing expenses decreased due i«
a reduction in salaries expenses primarily durirggfirst half of fiscal 2010 and lower travel andestainment and marketing communication
expenses as a result of cost management initiafNesse expense decreases were partially offsieicbyased operating expenses from our
acquisition of Sun. Excluding the effect of favdeaforeign currency rate fluctuations of 20 pereget points, new software license margin and
margin as a percentage of revenues decreased esvenues decreased at a slightly faster ratedbhaaxpenses.

Software License Updates and Product Suppt Software license updates grant customers righisispecified software product upgrades
and maintenance releases issued during the supgraot. Product support includes internet accessdionical content as well as internet and
telephone access to technical support personmelriglobal support centers. Expenses associatédowitsoftware license updates and product
support line of business include the cost of primgidhe support services, largely personnel relatgeenses, and the amortization of our
intangible assets associated with software sumpotracts and customer relationships obtained &oquisitions.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Software License Updates aiProduct Support Revenue:
Americas $ 1,801 9% 6% $1,65¢ $5,23( 9% 9%  $4,78¢
EMEA 1,06¢ 18% 10% 904 3,18¢ 12% 11% 2,84¢
Asia Pacific 4217 20% 10% 357 1,242 16% 9% 1,06¢
Total revenue 3,297 13% 8% 2,917 9,661 11% 10% 8,702
Expenses
Software license updates and product sug® 271 9% 5% 2582 75¢ -3% -5% 78t
Stocl-based compensatic 4 37% 37% 3 12 27% 27% 1C
Amortization of intangible asse() 207 -3% -3% 21¢ 634 1% 1% 62¢
Total expense 48¢ 4% 1% 46¢ 1,40¢ -1% -2% 1,42%
Total Margin $ 2,80¢ 15% 9% $ 2,44t $8,25¢ 13% 12%  $7,27¢
Total Margin % 85% 84% 85% 84%
% Revenues by Geography:
Americas 55% 57% 54% 55%
EMEA 32% 31% 33% 33%
Asia Pacific 13% 12% 13% 12%

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

Fiscal Third Quarter 2010 Compared to Fiscal ThirQuarter 2009: The growth in our software license updates andybsupport
revenues was favorably affected by foreign curraaty fluctuations of 5 percentage points in thedtuarter of fiscal 2010. Excluding the
effect of currency rate fluctuations, software tise updates and product support revenues incrgatieel third quarter of fiscal 2010 as a result
of new software licenses sold (with substantiallcastomers electing to purchase support contyalttsng the trailing 4-quarter period, the
renewal of substantially all of the customer bdgglde for renewal in the first nine months of tberrent fiscal year and incremental revenues
from recent acquisitions. Excluding the effect ofrency rate fluctuations, the Americas contribu4déo, EMEA contributed 41% and Asia
Pacific contributed 15% to the increase in softwerense updates and product support revenues.

In reported currency, software license updatespraduct support revenues in the third quartersafdi 2010 included incremental revenues of
$11 million from our acquisition of Sun and $4 rioili from our other recently acquired companiesaAssult of our acquisitions, we recorded
adjustments to reduce support obligations assum#tktr estimated fair values at the acquisitioteslaDue to our application of business
combination accounting rules, software license tggland product support revenues related to suppoftacts in the amounts of $26 million
and $51 million that would have been otherwise réed by our acquired businesses as independetiesntiere not recognized in the third
quarter of fiscal 2010 and 2009, respectively. ¢tistlly, substantially all of our customers, indilng customers from acquired companies,
renew their software support contracts when suciracts are eligible for renewal. To the extensthanderlying support contracts are
renewed, we will recognize the revenues for thevialue of these contracts over the support perittessubstantial majority of which are one
year in duration

Total software license updates and product suppqrnses were unfavorably impacted by 3 percemtaiggs of currency variations during
third quarter of fiscal 2010. Excluding the effeftcurrency rate fluctuations, growth in softwaehse updates and product support expenses
was attributable to higher operating expensesypartulting from our acquisition of Sun. These exgeeincreases were partially offset by a
reduction in bad debt expenses from improved caBeations and a net reduction in core technologsgrigible asset amortization as certain of
our legacy intangible assets became fully amortindgtie current fiscal quarter.
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Excluding the effect of currency rate fluctuatiotatal software license updates and product suppargin and margin as a percentage of
revenues increased as our revenues grew at a fastghan our expenses.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: On a constant currency basis, the growth insoftware

license updates and product support revenuesiigpty attributable to the same reasons as notedealDn a constant currency basis, the
Americas contributed 50%, EMEA contributed 38% &sih Pacific contributed 12% to the increase irtwafe license updates and product
support revenues. Software license updates andigrsdpport revenues in the first nine monthssfdl 2010 included revenues of $11 mill
from our acquisition of Sun and incremental contfibns of $47 million from other recently acquiresimpanies. Software license updates and
product support revenues related to support castiache amounts of $49 million and $222 millibrat would have been otherwise recorded
by our acquired businesses as independent entitégs, not recognized in the first nine months s¢di 2010 and 2009, respectively, due to
business combination accounting rules.

On a constant currency basis, software licensetapdand product support expenses decreased de@uctions in our bad debt expenses from
improved collections during the first nine monttigiscal 2010, which were partially offset by artiease in salary expenses from increased
headcount, including headcount assumed from Sutal $oftware license updates and product supporgimand margin as a percentage of
revenues increased for a similar reason as note¢kab

Hardware Systems Business

As a result of our acquisition of Sun, we entergd & new hardware systems business. Our hardwstienss business consists of two operz
segments: hardware systems products and hardwstesrsy/ support. Our hardware systems businessduilaasignificant amount of revenues
and expenses to our results of operations in casgrato our historical operating results. Our haadnsystems business has lower margins
than our software business due to the incrementsave incur in order to produce and distributermrdware systems products and related
support services, including direct materials afwbtacosts.

Hardware Systems Product Hardware systems products revenues are privggilerated from the sales of our computer semeistorage
products. We market and sell our hardware systeotupts through our direct sales force and indicketnnels such as independent distribi
and value added resellers. Operating expensesiatgsbwith our hardware systems products incluéectist of hardware systems products,
which consist of expenses for materials and lalseduo produce these products by our internal nsaufing operations or by third party
manufacturers, warranty expenses and the impamraddic changes in inventory valuation, includthg impact of inventory determined to be
excess and obsolete. Operating expenses assowittieolir hardware systems products also includessahd marketing expenses, which are
largely personnel related and include commissi@msexl by our sales force for the sales of our hardwystems products, and amortization of
intangible assets.
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Three and Nine Months Ended February 28
Percent Change

(Dollars in millions) 2010 Actual Constant 2009

Hardware Systems Products Revenu

Americas $ 131 * * $—

EMEA 95 * * —

Asia Pacific 47 * =
Total revenue 272 * *

Expenses

Hardware systems produ«® 204 * * —

Sales and marketir® 75 * * —

Stoclk-based compensatic 2 * * —

Amortization of intangible asse@ 60 * * =
Total expense 341 * * =

Total Margin $ (68 * * $—

Total Margin % -25% *

% Revenues by Geograph

Americas 48% *

EMEA 35% *

Asia Pacific 17% *

@ Excluding stoc-based compensatic

@ Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opes
*  Not meaningfu

Hardware systems products revenues and expensthefthiree and nine months ended February 28, &&lted from our acquisition of Sun
on January 26, 2010.

Hardware systems products revenues totaled $21i®@miuring the three and nine months ended Fepr2@r 2010 and were net of $41
million of revenue deferrals resulting from shiprtsefor which all of our revenue recognition criteliad not been met.

Our hardware systems products expenses totaledriiiigh during the three and nine months endedr&raty 28, 2010 and were unfavorably
affected by $24 million of fair value adjustmentade pursuant to ASC 80Business Combinationdor inventories we assumed from Sun and
sold to customers in the post-combination period.

Sales and marketing expenses were attributableaphino personnel related costs resulting from acguisition of Sun, including salaries,
variable compensation, and travel and entertainmemtnses. In addition, we incurred amortizatiomténgible assets that we acquired as a
result of our acquisition of Sun.

Hardware Systems Suppot  Our hardware systems support offerings proeiggomers with software updates for the softwarepmments
that are essential to the functionality of our leaice systems and storage products and can inchodieigt repairs, maintenance services, and
technical support services. Expenses associatédowithardware systems support operating segmelntlie the cost of materials used to re
customer products, the cost of providing suppamtises, largely personnel related expenses, andrtieetization of our intangible assets
associated with hardware systems support contaactEustomer relationships obtained from the Samiaition.
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Three and Nine Months Ended February 28
Percent Change

(Dollars in millions) 2010 Actual Constant 2009
Hardware Systems Support Revenu
Americas $ 66 * * $—
EMEA 85 * * —
Asia Pacific 34 * =
Total revenue 18t * * —
Expenses
Hardware systems supp«® 115 * * —
Stoclk-based compensatic 1 * * —
Amortization of intangible asse® 24 * * =
Total expense 14C * * e
Total Margin $ 45 * * $—
Total Margin % 24% *
% Revenues by Geograph
Americas 36% *
EMEA 46% *
Asia Pacific 18% *

@ Excluding stoc-based compensatic

@ Included as a component‘ Amortization of Intangible Asse’ in our condensed consolidated statements of opes
*  Not meaningfu
Hardware systems support revenues and expenstrefthird quarter and first nine months of fisc@l@ resulted from our acquisition of Sun.

Our hardware systems support revenues were asiileuto hardware systems support contracts thatssemed through our acquisition of Sun
and, to a lesser extent, support contracts thas pwerchased or renewed by customers in the posbication period. As a result of our
acquisition of Sun, we recorded adjustments tocedissumed hardware systems support obligatidhgitoestimated fair values at the
acquisition date. Due to our application of businesmbination accounting rules, hardware systemppastirevenues related to support
contracts in the amount of $39 million that wouli/e been otherwise recorded by Sun as an indepeaulily were not recognized in the th
quarter and first nine months of fiscal 2010. Te éxtent these underlying support contracts arewed, we will recognize the revenues for
full value of these contracts over the supportquksi

Hardware systems support expenses were attribuiablest of materials used to repair customer petsdand personnel related costs, incluc
salaries, variable compensation, and travel aner@imment expenses. We also incurred amortizatiamangible assets related to this
operating segment.

Services Business

Our services business consists of our consultimgD@&mand and education segments.

Consulting:  Consulting revenues are primarily earned byiging services to customers in the design, implatetéon, deployment and
upgrade of our database and middleware softwaidupts as well as applications software products. @dst of providing consulting services
consists primarily of employee and external contmarelated expenditures.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Consulting Revenues
Americas $ 32 -15% -17%  $ 37¢ $1,01¢  -19% -19%  $1,25:2
EMEA 23€  -13% -19% 271 70€  -19% -20% 872
Asia Pacific 92 -15% -23% 10¢ 28C -18% -23% 341
Total revenue 651 -14% -18% 75€ 2,006 -19% -20% 2,46¢
Expenses
Services® 57¢ -10% -14% 64C 1,79¢ -16% -17% 2,131
Stoclk-based compensatic 2 -11% -11% 2 5 0% 0% 5
Amortization of intangible asse® 10 -2% -2% 10 29 7% -T% 30
Total expense 58¢ -10% -14% 652 1,832 -15% -16% 2,16¢
Total Margin $ 63 -40% 44% $ 106 $ 174 -41% 44% $ 29¢
Total Margin % 10% 14% 9% 12%
% Revenues by Geograph
Americas 50% 50% 51% 51%
EMEA 36% 36% 35% 35%
Asia Pacific 14% 14% 14% 14%

@ Excluding stoc-based compensatic

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

Fiscal Third Quarter 2010 Compared to Fiscal ThilQuarter 2009: Consulting revenues were favorably affected byifpreurrency rate
fluctuations of 4 percentage points in the thirdmger of fiscal 2010. Excluding the effect of curtg rate fluctuations, we believe the decline in
our consulting revenues was generally due to weddéierand resulting from the deterioration of glal@dnomic conditions over recent
quarters.

Consulting expenses were unfavorably impacted pgrdentage points of foreign currency rate vangiduring the third quarter of fiscal 20
Excluding the effect of currency rate fluctuatioognsulting expenses decreased during the thirdeyudue primarily to a reduction in
employee related expenses, including salariesrandltand entertainment, and also due to a redugtiexternal contractor related expenses.

On a constant currency basis, consulting marginnaadjin as a percentage of revenues decreased thitd quarter of fiscal 2010 as our
revenues declined at a greater rate than our egpens

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: Excluding the effect of currency rate fluctoats, the decline

in consulting revenues was consistent with theaea®ted above. Our decreases in consulting expemsggin and margin as a percentage of
revenues were also generally due to similar reaasmoted above and were also affected by a reduictivariable compensation expenses
during the first half of fiscal 2010.

On Demand: Our On Demand segment includes our Oracle Onddel and Advanced Customer Services offerings.|®©fwe Demand
provides multi-featured software and hardware mamant, and maintenance services for our databaksmialdleware as well as our
applications software delivered either at our datater facilities, at select partner data centarat customer facilities. Advanced Customer
Services consists of solution lifecycle managersentices, database and application managementssriundustry-specific solution support
centers and remote and on-site expert servicescdsteof providing On Demand services consists grilyn of personnel related expenditures,
technology infrastructure expenditures and faesittosts.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
On Demand Revenue:
Americas $ 112 3% 1% $ 10¢ $ 30z -5% -6% $ 31¢
EMEA 67 25% 17% 53 18¢ 7% 6% 171
Asia Pacific 32 12% 2% 29 94 11% 5% 85
Total revenue 211 10% 6% 191 57¢ 1% -1% 57¢
Expenses
Services® 17€¢  19% 14% 147 441 -3% -4% 457
Stoclk-based compensatic 1 32% 32% 1 4 21% 21% 3
Amortization of intangible asse® 5 49% 49% 3 12 16% 16% 1C
Total expense 18z 20% 14% 151 457  -3% -4% 47C
Total Margin $ 29 -27% 31% $ 40 $ 1272 17% 14% $ 10%
Total Margin % 14% 21% 21% 18%
% Revenues by Geograph
Americas 53% 57%  52% 55%
EMEA 32% 28% 32% 30%
Asia Pacific 15% 15% 16% 15%

@ Excluding stoc-based compensatic

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

Fiscal Third Quarter 2010 Compared to Fiscal ThirQuarter 2009: Excluding the effects of favorable currency rateflations, On
Demand revenues and expenses increased in thejttarter of fiscal 2010 primarily due to additionabenues and expenses from our
acquisition of Sun. Excluding the effect of currgmate fluctuations, the Americas contributed 6%lEA contributed 89%, and APAC
contributed 5% to our total On Demand revenues gro@n a constant currency basis, On Demand maagidsnargins as a percentage of
revenues declined during the third quarter of fi2€40 due to the post-combination contributiomsfrour acquisition of Sun, which increased
our total expenses at a faster rate than our tevanues.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: Excluding the effect of currency rate fluctoats, the decrease
in our On Demand revenues was primarily due to rebvenue declines from our legacy On Demand kessimpartially offset by increased
revenues from our acquisition of Sun. Excludingeffect of currency rate fluctuations, our On Deherpenses decreased due to lower le
employee related expenses during the first hafiisofl 2010, partially offset by additional expes$em our acquisition of Sun in our third
quarter of fiscal 2010. On a constant currencyshasir On Demand margin and margin as a perceofageenues increased primarily due to
our expense decreases.

Education: Education revenues are earned by providinguogir-led, media-based and internet-based traiminige use of our software and
hardware systems products. Education expensesrsiroansist of personnel related expendituresilifaes and external contractor costs.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual  Constani 2009 2010 Actual  Constant 2009
Education Revenues
Americas $ 28 -8% -11% $ 30 $ 91 -23% -24%  $11¢€
EMEA 25 1% -5% 25 73 -26% -26% 99
Asia Pacific 16 -3% -10% 16 48 -10% -15% 53
Total revenue: 69 -4% -8% 71 21z -22% -23% 27C
Expenses
Services® 60 -8% -12% 65 18C -19% -20% 22¢
Stoclk-based compensatic 1 * * — 1 19% 19% 1
Total expense 61 -8% -12% 65 181 -19% -20% 224
Total Margin $ 8 42% 27% $ 6 $ 31 -34% 37% $ 46
Total Margin % 12% 8%  15% 17%
% Revenues by Geograph
Americas 41% 43%  43% 43%
EMEA 36% 34% 34% 37%
Asia Pacific 23% 23% 23% 20%

@ Excluding stoc-based compensatic

*  Not meaningfu

On a constant currency basis, education revenugsated in the fiscal 2010 periods as we experieweaker demand for our educational
services that we believe was the result of wealadyal economic conditions. These decreases wetmlhaoffset by additional revenues from
our acquisition of Sun. On a constant currencyshasiucation expenses decreased in the fiscal (28i@ds as we reduced our employee
related and external contractor expenses. Theseatss were partially offset by additional expeffisma our acquisition of Sun. On a const
currency basis, education margin and margin as@ptage of revenues increased in the third quaftiéscal 2010 due to our expense
reductions, while education margin and margin psraentage of revenues in the first nine montHssoél 2010 decreased due to a reductic
our revenues.

Research and Development Expens Research and development expenses consistrifyimiapersonnel related expenditures. We intemd t
continue to invest significantly in our researcll @evelopment efforts because, in our judgmeny; #ne essential to maintaining our
competitive position.

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual  Constant 2009 2010 Actual  Constant 2009
Research and developme® $777  22% 20% $63& $2,06¢ 8% 8% $1,91¢
Stock-based compensatic 46 16% 16% 39 122 1% 1% 121
Total expense 823 22% 20% $677 $2,191 8% 8% $2,03i
% of Total Revenue 13% 12% 12% 12%

@ Excluding stoc-based compensatic

On a constant currency basis, total research avelafgment expenses increased during the fiscal petidods primarily due to additional
employee related expenses resulting primarily foamacquisition of Sun. In addition, our expensethe first nine months of fiscal 2010 were
also impacted by higher benefits expenses due tocagase in deferred compensation plan obligatfefer to additional discussion under
“Non-Operating Income (Expense), net” below), whigkre partially offset by lower external contractapenses.
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General and Administrative Expenses: General and administrative expenses primadhsest of personnel related expenditures for
information technology, finance, legal and humasoteces support functions.

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
General and administrativ®) $202 19% 16% $16& $528 4% 4% $50z
Stock-based compensatic 34 52% 52% 24 96 41% 41% 68
Total expense $ 23€ 23% 20% $19z $61¢ 8% 8% $571

% of Total Revenue 4% 4% 4% 4%

@ Excluding stoc-based compensatic

On a constant currency basis, total general andrésinative expenses increased during the fiscaD3teriods due to additional employee
related and professional services expenses fromaaguisition of Sun, and higher stock-based congtersexpenses primarily resulting from
higher fair values of our legacy stock options tlate recognized as expense in the current yeardser

Amortization of Intangible Assets

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constani 2009
Software support agreements and related relatips $ 141 1% 1% $ 13¢ $ 421 3% 3% $ 41C
Hardware systems support agreements and relatibnships 12 * * — 12 * * —
Developed technolog 20¢ 14% 14% 184 56¢ 6% 6% 53¢
Core technolog' 67 3% 3% 65 197 4% 4% 19C
Customer relationshig 61 56% 56% 39 14C 25% 25% 111
Trademarks 12 20% 20% 10 31 15% 15% 27

Total amortization of intangible ass: $ 502 15% 15% $ 437 $1,36¢ % 7% $1,27¢

* Not meaningfu

Amortization of intangible assets increased inftbeal 2010 periods due to additional amortizafimm acquired intangible assets, including
from our acquisition of Sun, that we acquired sitieebeginning of the third quarter of fiscal 2008ese increases were partially offset by a
reduction in amortization associated with certdiour developed and core technology intangibletagbat became fully amortized in the third
quarter of fiscal 2010. See Note 5 of Notes to @mseéd Consolidated Financial Statements for additimformation regarding our intangible
assets (including weighted average useful lived)ratated amortization.

Acquisition Related and Other Expense Acquisition related and other expenses cows$ipersonnel related costs for transitional andade
other employees, stock-based compensation expensagation related professional services, ceiaisiness combination adjustments after
the measurement periods or purchase price allocpgdods have ended, and certain other operakpgnses, net. Stock-based compensation
expenses included in acquisition related and @Rpenses resulted from unvested stock optionsestdated stock-based awards assumed
from acquisitions whereby vesting was accelerafghuermination of the employees pursuant to tigir@l terms of those stock options and
restricted stock-based awards. As a result of daption of the FASB's revised accounting standardousiness combinations as of the
beginning of fiscal 2010, certain acquisition rethand other expenses are now recorded as exprraasstatements of operations that had
been historically included as a part of the corsitien transferred and capitalized as a part ofamgounting for acquisitions pursuant to
previous accounting rules, primarily direct trangaccosts such as professional services fees.
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Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009

Transitional and other employee related ¢ $5 -44% -45% 8 $10 -74% -72%  $3¢
Stock-based compensatic 10 250% 250% 3 10 -29% -29% 14
Professional fees and other, 18 15% 15% 16 25 -26% -24% 34
Business combination adjustments, 1 * * — 5 -52% -43% 11

Total acquisition related and other exper $34  28% 28% $27 $50 -48% -46%  $98

*  Not meaningfu

Fiscal Third Quarter 2010 Compared to Fiscal ThilQuarter 2009: On a constant currency basis, acquisition relateddather expenses
increased in the fiscal 2010 periods due primaalfiigher stock-based compensation expenses ratatad acquisition of Sun.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: Excluding the effect of currency rate fluctoat, the decrease
in our acquisition related and other expenses wiagapily due to lower transitional employee expendewer stock-based compensation
expenses and decreases in certain other expertsiel, were higher in the prior year period due prilgdo BEA related integration activities
(we acquired BEA in the fourth quarter of fiscaD30.

Restructuring expenses Restructuring expenses consist of employeeraage costs and may also include charges for duplfacilities ant
other contract termination costs to improve out strsicture prospectively. Beginning in fiscal 20&Qr adoption of the FASB’s revised
accounting standard for business combinations reduhat, in connection with any prospective adtjais, we record involuntary employee
termination and other exit costs associated with sicquisition to restructuring expenses in ouisotidated financial statements (see further
discussion in “Critical Accounting Policies and igsites” in Part I, Item 7 of our Annual Report Barm 10-K for our fiscal year ended

May 31, 2009). For additional information regardimg Oracle-based and acquired company restrugtptams, please see Note 7 of Notes to
Condensed Consolidated Financial Statements.

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant  200¢ 2010  Actual Constant  200¢
Restructuring expensi $30€ 1,968% 1,867% $15 $467 926%  906% $4€

Restructuring expenses in the fiscal 2010 periatsisted of expenses associated with the OractalR2909 Restructuring Plan (2009 Plan),
which our management approved, committed to an@iad in order to restructure and further imprefficiencies in our Oracle-based
operations. We amended the 2009 Plan to refledtiaddl actions that we expect to take over thersewf fiscal 2010. We also incurred
restructuring expenses pursuant to our Sun RestingtPlan, which our management approved, comditieand initiated in order to better
align our cost structure in connection with ourwsidion of Sun. The total estimated restructurtogts associated with the 2009 Plan and Sun
Restructuring Plan are $453 million and $325 miiljicespectively, and will be recorded to the regtrting expense line item within our
consolidated statements of operations as the aost®cognized. In the third quarter and first mimanths of fiscal 2010, we recorded $71
million and $232 million, respectively, of restruding expenses in connection with our Oracle-bagdaxds, primarily the 2009 Plan, and we
incurred $235 million of restructuring expensesamnection with the Sun Restructuring Plan. Oumested costs may be subject to change in
future periods.

Restructuring expenses in the fiscal 2009 periotsisted primarily of expenses associated witl20@ Plan and the Oracle Fiscal 2008
Restructuring Plan.
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Interest Expense

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Interest expens $18€ 20% 20% $154 $558 17% 17% $471

Interest expense increased in the fiscal 2010 gedae to higher average borrowings resulting foamissuance of $4.5 billion of senior notes
in July 2009 and, to a lesser extent, our issuah&2.0 billion of commercial paper notes in thediguarter of fiscal 2010 of which we had
repaid $1.0 billion as of February 28, 2010 (seditamhal discussion in Liquidity and Capital Resoes below and Note 6 of Notes to
Condensed Consolidated Financial Statements). Tihemmases were patrtially offset by a reductiointerest expense associated with the
maturity and repayment of $1.0 billion of seniotemand the related variable to fixed interest satap agreement in May 2009.

Non-Operating Income (Expense), net: Non-operating income (expense), net consistsgrily of interest income, net foreign currency
exchange gains (losses), the noncontrolling intelieshe net profits of our majority-owned subaiits (Oracle Financial Services Software
Limited and Oracle Japan), and net other incomesés) including net realized gains and lossesktatall of our investments and net
unrealized gains and losses related to the smelbpmf our investment portfolio that we classéfy trading.

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 201C Actual Constant  200¢ 2010 Actual  Constant  200¢
Interest incom: $ 27 -54% -57% $ 58 $ 91 -62% -63%  $24c
Foreign currency losses, r (88) -866% -1,124% 9) (109) -410% -416% (22)
Noncontrolling interests in incomnr (24) -3% 0% (23) (63) -9% 1% (58)
Other income (losses), r _1c 851% 271% _ (2 4C 184% 185% _ (49
Total nor-operating income (expense), | $ (75 -413% -367% $ 24 $ (41) -136% -136%  $114

Fiscal Third Quarter 2010 Compared to Fiscal ThirQuarter 2009: On a constant currency basis, we incurred non-tipgraxpenses, net
during the third quarter of 2010 due to an incraadereign currency losses, net that includedss Ielating to our Venezuelan subsidiary’s
operations. Effective December 1, 2009, we desgghatir Venezuelan subsidiary as “highly inflatigrian accordance with ASC 830,

Foreign Currency Matter, and began using the U.S. Dollar as the subsidiamsw functional currency. During our third quarté fiscal 2010,
the Venezuelan government devalued its currencynanckcognized a $70 million foreign currency lassa result of the remeasurement of
certain assets and liabilities of our Venezueldrsiliary. As a large portion of our consolidate@i@pions are international, we could
experience additional foreign currency volatilitythe future, the amounts and timing of which aagable. Our foreign currency losses, net
were partially offset by interest income, which @ser in the current year period due to a gengealine in market interest rates that resulted
in lower yields earned on our cash, cash equivalentl marketable securities balances.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: On a constant currency basis, we incurred rparading
expenses, net in the first nine months of fiscdl@@rimarily due to net foreign currency lossesl@scribed above. These net losses were
partially offset by interest income, which was lowefiscal 2010 due to similar reasons as notexvatand by an increase in other income
(losses), net resulting from favorable changesgetvalues that support our deferred compenspldonobligations that resulted primarily
from favorable changes in the values of our matdetaecurities that we classify as trading anchatd to support our deferred compensation
plan obligations. These favorable variances irvtilaes of our marketable securities offset the woriable variances in the obligations
associated with our deferred compensation planatteaincluded in our operating expenses such hieaetis no impact to our income before
provision for income taxes during the first ninenttes of fiscal 2010 or any other period presented.
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Provision for Income Taxes The effective tax rate in all periods is theule of the mix of income earned in various taxgdictions that
apply a broad range of income tax rates. The pi@mvi®r income taxes differs from the tax compus¢dhe U.S. federal statutory income tax
rate due primarily to state taxes and earningsidersd as indefinitely reinvested in foreign opienad. Future effective tax rates could be
adversely affected if earnings are lower than grdted in countries where we have lower statutatgs, by unfavorable changes in tax laws
and regulations, or by adverse rulings in tax eelditigation.

Three Months Ended February 28, Nine Months Ended February 28,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Provision for income taxe $ 39¢ -18% 25 $ 481  $1,39¢ 1% 3% $1,37
Effective tax rate 24.8% 26.6% 27.0% 27.1%

Fiscal Third Quarter 2010 Compared to Fiscal ThirQuarter 2009: Provision for income taxes decreased duringhivd quarter of fiscal
2010 primarily due to lower income before provisfonincome taxes, along with a fiscal 2010 chaimgestimate of prior year U.S. research
and development credit resulting from our priorri@aome tax return. The decrease is offset, in, jplale to a one-time benefit included in the
third quarter of fiscal 2009 related to a changtinlaw.

First Nine Months Fiscal 2010 Compared to First NenMonths Fiscal 2009: On a constant currency basis, provision fooine taxes
decreased during the first nine months of fiscdl®6@ue to lower income before provision for incoiaees.

Liquidity and Capital Resources

February 28,
May 31,
(Dollars in millions) 2010 Change 2009
Working capital $ 9,72¢ 3% $ 9,43:
Cash, cash equivalents and marketable secu $ 17,48¢ 39% $12,62¢

Working capital:  The increase in working capital as of Febri8y2010 in comparison to May 31, 2009 was prirgatile to our issuance
of $4.5 billion of longterm, senior notes in July 2009, and the favorabfgact to our net current assets resulting fromrairincome generatt
during the first nine months of fiscal 2010. Theszreases were partially offset by $5.6 billiomef cash used for our acquisition of Sun and
other acquisitions, the reclassification of $2.Hds of our senior notes due January 2011 as eentfiability, $700 million of cash used to
repay Sun’s legacy convertible notes shortly dfterclosing of the acquisition (see additional désion in Liquidity and Capital Resources
below and Note 6 of Notes to Condensed Consolidaiteghcial Statements), repurchases of our comnomk &ind cash used to pay dividends
to our stockholders. Our working capital may be deted by some of the aforementioned factors inréuperiods, certain amounts and timing
of which are variable.

Cash, cash equivalents and marketable securitiesCash and cash equivalents primarily consistepiosits held at major banks, money
market funds, Tier-1 commercial paper, U.S. Treasbitigations, U.S. government agency and governrsgonsored enterprise obligations,
and other securities with original maturities of®ys or less. Marketable securities primarily ¢stnsf time deposits held at major banks, Tier-
1 commercial paper, corporate notes, U.S. Treasbligations, U.S. government agency and governmeonsored enterprise obligations and
certain other securities. The increase in caslh egaivalents and marketable securities at Febr2&r2010 in comparison to May 31, 2009
was due to our issuance of $4.5 hillion of senimten in July 2009, our issuance of $2.0 billiocemmercial paper in the third quarter of fiscal
2010 and an increase in cash generated from ouatipg activities. Cash, cash equivalents and niabte securities include $16.4 billion held
by our foreign subsidiaries as of February 28, 20t@ amount of cash, cash equivalents and mailketaburities that we report in U.S.
Dollars for a significant portion of the cash hbeldthese subsidiaries is subject to translationsidjents caused by changes in foreign currency
exchange rates as of the end of each respectivetirepperiod (the offset to which is recorded tocamulated other comprehensive income in
our consolidated balance sheet). As the U.S. Dalkakened against most major international curesnduring the first nine
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months of fiscal 2010, the amount of cash, caslivatgnts and marketable securities that we repanédlS. Dollars for these subsidiaries
increased as of February 28, 2010 relative to weatvould have reported using a constant currerteyas of May 31, 2009. Our increase in
cash, cash equivalents and marketable securitiendes were patrtially offset by $5.6 billion of maish used for our acquisition of Sun and
other companies, the repayment of $1.7 billionefftccomprised of the repayment of certain of oummercial paper notes and the repayment
of Sun’s legacy convertible notes, the repurchasesir common stock, and the payment of cash dinddeo our stockholders.

Days sales outstanding, which is calculated byditigj period end accounts receivable by averagg dales for the quarter, was 54 days at
February 28, 2010 compared with 58 days at MayB809. The days sales outstanding calculation ersltide adjustment that reduces our
acquired software license updates and product stippligations and hardware systems support olitigatto their fair values. Our decline in
days sales outstanding was primarily due to thiectdn, in our first nine months of fiscal 2010 ,large license and support balances
outstanding as of May 31, 2009. This decline watialy offset by the unfavorable impact to our daales outstanding calculation of $1.1
billion of accounts receivable that we assumed f&m as of January 26, 2010, which had not bearebntollected as of February 28, 2010
and for which no revenues were recorded in the-pastbination period.

Nine Months Ended February 28,

(Dollars in millions) 2010 Change 2009

Cash provided by operating activiti $ 6,17 -1% $ 6,24°
Cash used for investing activiti $ (9,769 351% $ (2,165
Cash provided by (used for) financing activit $ 3,83 219% $ (3,22))

Cash flows from operating activities: Our largest source of operating cash flowsaghacollections from our customers following the
purchase and renewal of their software license t@gdand product support agreements. Payments fuistoroers for these support agreements
are generally received near the beginning of thgracots’ terms, which are generally one year igtenWe also generate significant cash from
new software license sales, sales of hardwarersggpeoducts and hardware systems support andesser extent, services. Our primary uses
of cash from operating activities are for persomakdted expenditures and, as a result of our aitopni of Sun, materials costs related to the
manufacturing of our hardware systems productsalse make cash payments related to taxes and lé&askties.

Net cash provided by operating activities decreatigtitly in the first nine months of fiscal 201@marily due to slightly less cash favoral
working capital movements during the first nine rienof fiscal 2010 in comparison to the first nmenths of fiscal 2009.

Cash flows from investing activities: The changes in cash flows from investing atiisiprimarily relate to acquisitions and the tigniof
purchases, maturities and sales of our investniemsrketable securities. We also use cash to inmespital and other assets to support our
growth.

Net cash used for investing activities increaseithéfirst nine months of fiscal 2010 due to anéase in cash used for acquisitions, primg
our acquisition of Sun, and cash used to purchasketable securities (net of proceeds received Bales and maturities).

Cash flows from financing activities: The changes in cash flows from financing atiigi primarily relate to borrowings and paymentdam
debt facilities as well as stock repurchases, diviipayments and proceeds from stock option exeacitvity.

Net cash provided by financing activities in thstfinine months of fiscal 2010 increased compasexhsh used by financing activities in-
first nine months of fiscal 2009 due to our isswaat$4.5 billion of senior notes, our issuanc&@61 million of commercial paper, net of
repayments, and a reduction in our common stockrobases. These increases were partially offsétdyepayment of $700 million of Sun’s
legacy convertible notes shortly after the clogifithe acquisition.

Free cash flow: To supplement our statements of cash flowseptesl on a GAAP basis, we use non-GAAP measureasbf flows on a
trailing 4-quarter basis to analyze cash flows gateel from our operations. We
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believe free cash flow is also useful as one obses for comparing our performance with our cditges. The presentation of non-GAAP
free cash flow is not meant to be considered ilaism or as an alternative to net income as arcatdr of our performance, or as an alterna
to cash flows from operating activities as a measdiliquidity. We calculate free cash flows adduis:

Trailing 4-Quarters Ended February 28,

(Dollars in millions) 2010 Change 2009

Cash provided by operating activiti $ 8,17¢ -4% $ 8,54:
Capital expenditure® (199 -63% (539
Free cash flov $ 7,97¢ 0% $ 8,00
Net income $ 5,66 $ 5,73¢

Free cash flow as a percent of net incc 141% 139%

@ Represents capital expenditures as reported infmagh from investing activities in our condensexhsolidated statements of cash flc

presented in accordance with U.S. generally acdeggteounting principle:

Long-Term Customer Financing: We offer certain of our customers the option toudegour software products and service offeringeur
separate long-term payment contracts. We genesallycontracts that we have financed on a non-mseobiasis to financial institutions. We
record the transfers of amounts due from customoeiinancial institutions as sales of financialetsdecause we are considered to have
surrendered control of these financial assetshérfitst nine months of fiscal 2010 and 2009, $6#ifion and $644 million, respectively, or
approximately 12% and 15%, respectively, of our seftware license revenues were financed througliimancing division.

Recent Financing Activities

Revolving Credit Agreement On March 16, 2010, our $2.0 billion 364-DayBling Credit Agreement dated March 17, 2009, aghon
Oracle; the lenders named therein; Wachovia BaaltioNal Association, as administrative agent; BNAas as syndication agent; the
documentation agents named therein; and WachopdaCMarkets, LLC, and BNP Paribas Securities Caap joint lead arrangers and joint
bookrunners (the 2009 Credit Agreement), terminpteguant to its terms. No debt was outstandingyaut to the 2009 Credit Agreement as
of February 28, 2010, or as of its date of termamat

Commercial Paper Notes During the third quarter of fiscal 2010, wetisd $2.0 billion of unsecured short-term commépagaer notes
(Commercial Paper Notes) pursuant to our commepeiger program, which allows us to issue and seleaured short-term promissory notes
pursuant to a private placement exemption fronréigéstration requirements under federal and sttargties laws. We issued these
Commercial Paper Notes to finance a portion ofpilvehase price for our acquisition of Sun. As dbfeary 28, 2010, we had $951 million of
Commercial Paper Notes outstanding at a weightedage yield, including issuance costs, of 0.18%neture at various dates through
June 14, 2010 (none outstanding as of May 31, 20U8)back-stop these notes with our revolving d¢radieements and therefore, as of
February 28, 2010, we consider that, prior to gjwffect to the expiration of one of the revolvicrgdit agreements, we have $3.9 billion of
capacity remaining under our commercial paper EogrAdditional details of our various debt fac@giand obligations are included in the
“Contractual Obligations” section below, in Not@®BNotes to Condensed Consolidated Financial Stésrincluded elsewhere in this
Quarterly Report and in Note 7 of Notes to Consbd Financial Statements included in our AnnugdReon Form 10-K for the year ended
May 31, 2009.

Senior Notes

Oracle Senior Notes In July 2009, we issued $4.5 billion of fixeste senior notes comprised of $1.5 billion of 867/®otes due July 2014
(2014 Notes), $1.75 billion of 5.00% notes due R@¥9 and $1.25 billion of 6.125% notes due JulyRWe issued these senior notes for
general corporate purposes and to finance a pafitiee purchase price for our acquisition of SurSeptember 2009, we entered into certain
interest rate swap agreements related to our 2@idsNhat have the economic effect of modifyingftked interest obligations
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associated with our 2014 Notes so that the intetggjations became variable based upon a LIBORdaslex. We are accounting for these
interest rate swap agreements as fair value hgulgesant to ASC 81%erivatives and HedgingAdditional details regarding our senior notes
and related interest rate swap agreements arededtlin Note 6 and Note 9 of Notes to Condensed @iolaged Financial Statements included
elsewhere in this Quarterly Report and in Item BWwe

Sun Convertible Notes Shortly after the closing of our acquisitiohSun, we repaid, in full, $700 million of Sun’glegcy convertible notes
during the third quarter of fiscal 2010.

Contractual Obligations: The contractual obligations presented in the thblew represent our estimates of future paymenteufixed
contractual obligations and commitments. Changesiirbusiness needs, cancellation provisions, dhgrigterest rates and other factors may
result in actual payments differing from theseraates. We cannot provide certainty regarding tinnty and amounts of payments. We have
presented below a summary of the most significasti@ptions used in preparing this information waitthie context of our consolidated
financial position, results of operations and cimlvs. The following is a summary of our contradtabligations as of February 28, 2010:

Year Ending May 31,

(Dollars in millions) Total 2010 2011 2012 2013 2014 2015 Thereafter
Principal payments on short-term borrowings andjiterm
debt® $ 1570 $ 1,87 $2337 $ — $125( $ — $150C $ 8,75(
Capital lease® 20 6 14 — — — — —
Interest payments on short-term borrowings and-teng
debt® 7,69¢ 15E 691 577 577 51E 504 4,67¢
Operating lease® 1,801 16C 50& 364 24E 152 10z 27%
Purchase obligatior@® 74¢ 692 27 12 3 3 3 9
Funding commitment® 3 3 — — — — — —
Total contractual obligatior $ 25,96¢ $ 2,88¢ $ 3,566 $ 95 $ 2,07t $ 67C $ 2,10¢ $13,70°

@ our borrowings (excluding capital leases) condighe following as of February 28, 201

Principal Balance

Commercial paper notes (effective interest rate. ®8%) $ 951
Floating rate senior notes due May 2( 1,00¢
5.00% senior notes due January 2011, net of disaiusi 2,24¢
4.95% senior notes due April 20 1,25(
3.75% senior notes due July 2C 1,50(
5.25% senior notes due January 2016, net of disaius6 1,99/
5.75% senior notes due April 2018, net of discafrl 2,49¢
5.00% senior notes due July 2019, net of discolifib 1,74¢
6.50% senior notes due April 2038, net of discamir$2 1,24¢
6.125% senior notes due July 2039, net of discofii8 1,24

Total borrowings $ 15,67¢

Our floating rate senior notes due May 2010 borerést at a rate of 0.31% as of February 28, 20/0have entered into an interest rate
swap agreement that has the economic effect offgringithe variable interest obligations associatetth our floating rate senior notes due
May 2010 so that the interest payable on the sentas effectively became fixed at a rate of 4.58%&rest payments on borrowings have
been presented in our contractual obligations tabte/e after consideration of this variable to dixeterest rate swap agreement.

Separately, we have entered into certain inteegstawap agreements related to our July 2014 seaies that have the economic effect of
modifying the fixed interest obligations associaigth these senior notes so that the interest atitigs effectively became variable
pursuant to a LIBORased index. Interest payments on borrowings pteden the contractual obligations table above Hasen estimate
using an interest rate of 1.37%, which represeateckffective interest rate as of February 28, 28€r consideration of these fixed to
variable interest rate swap agreements, and ajectub change in future periods. The changesiinvédue of our debt associated with the
interest rate risk that
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we are hedging pursuant to these agreements duneléakin notes payable and other non-current banmgsvin our consolidated balance
sheet and have been excluded from the above tablermwings.

@ Represents remaining payments under capital lesgbstantially all of which were assumed from aeguasitions.

@ Primarily represents leases of facilities and idelfuture minimum rent payments for facilitiesttiva have vacated pursuant to

restructuring and merger integration activities. kidee approximately $399 million in facility obligans, net of estimated sublease
income, in accrued restructuring for these locationour condensed consolidated balance sheebat&ry 28, 201C

@ Represents amounts associated with agreementsréhanforceable, legally binding and specify terimsiuding: fixed or minimun

guantities to be purchased; fixed, minimum or @ggrice provisions; and the approximate timinghaf payment. As a result of our
acquisition of Sun, we now utilize several contmaetnufacturers to manufacture sub-assemblies foprmgucts and to perform final
assembly and test of finished products. We alsaiotndividual components for our products fromaaiety of individual suppliers based
on projected demand information. Such purchase doments are based on our forecasted component andfacturing requirements and
typically provide for fulfillment within agreed updead-times and/or commercially standard lead<ifoe the particular part or product
and have been included in this amount. Routinengements for other materials and goods that aresteted to our contract manufactul
and other component suppliers and that are eniet@ih the ordinary course of business are nduphed in this amount as they are
generally entered into in order to secure pricingtber negotiated terms and are difficult to qifgrib a meaningful way

® Represents the maximum additional capital we maylne contribute toward our venture fund investragwhich are payable upon

demand

As of February 28, 2010, we have $2.9 billion ofegognized tax benefits recorded on our condensesotidated balance sheet. We have
reached certain settlement agreements with relasainy authorities to pay approximately $79 milliof these liabilities (these amounts have
been excluded from the table above due to the taingr of when they might be settled). Althougheimains unclear as to when payments
pursuant to these agreements will be made, sorakk miay be made in fiscal 2010. We cannot makeaaaeably reliable estimate of the period
in which the remainder of our unrecognized tax fienwill be settled or released with the relevet authorities, although we believe it is
reasonably possible that certain of these liabgitiould be settled or released during fiscal 2010.

Separately, in the third quarter of fiscal 2010,ageeed to acquire certain other companies for atsdbat are not material to our business.
expect these transactions to close in the four#iitquof fiscal 2010.

We believe that our current cash, cash equivaamismarketable securities and cash generated fpemations will be sufficient to meet our
working capital, capital expenditures and contrakcabligations. In addition, we believe we couldduany future acquisitions, dividend
payments and repurchase common stock or debt witmternally available cash, cash equivalentsraacketable securities, cash generated
from operations, our existing available debt cagyaeidditional borrowings or from the issuance adiional securities.

Off-Balance Sheet Arrangements: We do not have any off-balance sheet arrangemeat$i&ive or are reasonably likely to have a cumwent
future effect on our financial condition, changesinancial condition, revenues or expenses, regiflbperations, liquidity, capital expenditu
or capital resources that are material to investors

Stock Options and Restricted Stock-Based Awards

Our stock-based compensation program is a key coermmf the compensation package we provide tacitémd retain certain of our talented
employees and align their interests with the irgisref existing stockholders. We historically hgvanted only stock options to our employees.
Substantially all restricted stock units includedhe table presented below were assumed as & oésuir acquisition of Sun.

We recognize that options and restricted stockdbaseards dilute existing stockholders and have Isptegcontrol the number of options and
restricted stock-based awards granted while progidompetitive compensation packages. Consistehtthese dual goals, our cumulative
potential dilution since June 1, 2006 has beenighted average annualized rate of 1.2% per year.pbhential dilution percentage is
calculated as the average annualized new optioresticted stock-based awards granted and assuraedf options and restricted stoleisec
awards forfeited by employees leaving the compdiwged by the weighted average
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outstanding shares during the calculation peridndls Thaximum potential dilution will only resultéfll options are exercised and restricted
stock-based awards vest. Some of the outstanditigngpwhich generally have a 10 year exerciseopgefhiave exercise prices higher than the
current market price of our common stock. At Feby 28, 2010, 12% of our outstanding stock optioad Bxercise prices in excess of the
current market price. Consistent with our histdrimactices, we do not expect that dilution frortufie grants before the effect of our stock
repurchase program will exceed 2.0% per year foiloogoing business. In recent years, our stockro@ase program has more than offset the
dilutive effect of our stoclkased compensation program; however, we may ratledevel of our stock repurchases in the futurer@snay us
our available cash for acquisitions, to pay dividigrto repay or repurchase indebtedness or for ptirposes. At February 28, 2010, the
maximum potential dilution from all outstanding amuexercised stock option and restricted stoaked awards, regardless of when grante:
regardless of whether vested or unvested and imgumptions where the strike price is higher thHaa ¢urrent market price, was 8.1%.

The Compensation Committee of the Board of Directeviews and approves the organization-wide sbption grants to selected employees,
all stock option grants to executive officers angl adividual stock option grants in excess of D00, shares. A separate Plan Committee,
which is an executive officer committee, approvetividual stock option grants of up to 100,000 ssap non-executive officers and
employees. Stock option and restricted stock-basedd activity from June 1, 2006 through Febru@y2010 is summarized as follows
(shares in millions):

Options and restricted stc-based awards outstanding at May 31, 2 473
Options grante: 26(
Options and restricted stc-based awards assum 91
Options exercised and restricted s-based awards vest (35§)
Forfeitures and cancellatio (61)

Options and restricted stc-based awards outstanding at February 28, . 40¢

Average annualized options and restricted -based awards granted and assumed, net of forfe 60

Average annualized stock repurcha (151

Shares outstanding at February 28, 2 5,01t

Basic weighted average shares outstanding from Ju2@06 through February 28, 2C 5,102

Options and restricted stc-based awards outstanding as a percent of shargsmdihg at February 28, 20 8.1%

In the money options and total stock restrictedlstoased awards outstanding (based on the closiog @ our common stock on

the last trading day of our fiscal period presentedda percent of shares outstanding at Februar3@® 7.1%

Weighted average annualized options and restrittezk-based awards granted and assumed, net eftfwels and before stock

repurchases, as a percent of weighted averagesstatistanding from June 1, 2006 through Februay2@80 1.2%
Weighted average annualized options and restrittszl-based awards granted and assumed, net of forfeitune after stoc
repurchases, as a percent of weighted averagesshatstanding from June 1, 2006 through Februar2@80 -1.8%

Our Compensation Committee approves the annuahiz@#on-wide option grants to certain employedsese annual option grants are made
during the ten business day period following theosel trading day after the announcement of ouafimurth quarter earnings report. During
the first nine months of fiscal 2010, we made aurual grant of stock options on July 2, 2009 andenar assumed other grants totaling

98 million shares, which were partially offset lyfeitures of 11 million shares.

Recent Accounting Pronouncements

For information with respect to recent accountingnpuncements and the impact of these pronouncememnur consolidated financial
statements, see Note 1 of Notes to Condensed Gaaisal Financial Statements in this Quarterly Repor
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Iltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk
Interest Expense Risk

We issued $4.5 billion of fixed rate borrowings idarthe first quarter of fiscal 2010 as describethie “Recent Financing Activitiesection o
Managemens Discussion and Analysis of Financial Conditiod &esults of Operations (Item 2) in this Quart&gport. Our total borrowing
were $15.7 billion as of February 28, 2010, comgjsof $14.7 billion of fixed rate borrowings and.® billion of floating rate borrowings.

In September 2009, we entered into certain fixedattable interest rate swap agreements to mamagiaterest rate exposures associated with
our senior notes due July 2014 (2014 Notes) salieainterest payable on the 2014 Notes effectitselsame variable based on LIBOR. We do
not use interest rate swap arrangements for trgglingoses. We have designated these swap agreesseaqislifying instruments and are
accounting for them as fair value hedges pursuatited FASB’s accounting standard for derivatived hedging These transactions are
characterized as fair value hedges for financiebanting purposes because they protect us agdiasges in the fair values of our 2014 Notes
due to interest rate movements. The changes iwdaies of these interest rate swap agreementbavilécognized as interest expense in our
consolidated statements of operations with theesponding amounts included in other assets or othrercurrent liabilities in our consolidated
balance sheets. The amount of net gain (losspat#ile to the risk being hedged is recognizea&sedst expense in our consolidated
statements of operations with the correspondinguanniocluded in notes payable and other non-cutsentowings. The periodic interest
settlements, which occur at the same intervalb@2®14 Notes, are recorded as interest expense.

By entering into these interest rate swap arrangé&snee have assumed risks associated with variatgeest rates based upon LIBOR. Our
2014 Notes had an effective interest rate of 1.38%f February 28, 2010, after considering theceffef the aforementioned interest rate swap
arrangements. Changes in the overall level of ésterates affect the interest expense that we neo®@ our statements of operations. An
interest rate risk sensitivity analysis is usedgasure interest rate risk by computing estimal@sges in cash flows as a result of assumed
changes in market interest rates. As of Februarp@80, if LIBOR-based interest rates increased®y basis points, the change would
increase our interest expense annually by apprdgisn&15 million as it relates to our fixed to \abile interest rate swap agreements.

There were no other significant changes to our tiiadive and qualitative disclosures about marksk during the first nine months of fiscal
2010 or through the date of this Quarterly Refdeigase refer to Part Il, Item 7A. Quantitative §dhlitative Disclosures about Market Risk
included in our Annual Report on Form 10-K for discal year ended May 31, 2009 for a more compdéteussion of the market risks we
encounter.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedure Our Chief Executive Officer and our Chief Fiogt Officer, after evaluating the
effectiveness of our “disclosure controls and pdoces” (as defined in the Securities Exchange Ad984 (Exchange Act) Rules 13a-15(e) or
15d-15(e)) as of the end of the period coverechis/Quarterly Report, have concluded that our dmale controls and procedures are effective
based on their evaluation of these controls andgghores required by paragraph (b) of Exchange Atg#R13a-15 or 15d-15.

Changes in Internal Control over Financial Reportgn ~ As a result of our acquisition of Sun on JanuaryZZd.0, our internal control over
financial reporting, subsequent to the date of itipn, includes certain additional internal cais¢rrelating to Sun. Except as described above,
there were no other changes in our internal cootvel financial reporting that occurred during ast fiscal quarter that have materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

Inherent Limitations on Effectiveness of Control: Our management, including our Chief Executifgo®r and Chief Financial Officer,
believes that our disclosure controls and procesdanel internal control over financial reporting designed to provide reasonable assurance o
achieving their objectives and are effective atrérgsonable assurance level. However, our manadetoes not expect that our disclosure
controls and procedures or our internal controk dwencial reporting will prevent all errors anilifaaud. A control system,
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no matter how well conceived and operated, canigeoanly reasonable, not absolute, assurancehbailijectives of the control system are
met. Further, the design of a control system mefitct the fact that there are resource constraamts the benefits of controls must be
considered relative to their costs. Because ofrtherent limitations in all control systems, no lersion of controls can provide absolute
assurance that all control issues and instanckawd, if any, have been detected. These inheiritations include the realities that judgments
in decision making can be faulty, and that breaku®wean occur because of a simple error or mistatditionally, controls can be

circumvented by the individual acts of some persbg<ollusion of two or more people or by managenwwerride of the controls. The design
of any system of controls also is based in parhugatain assumptions about the likelihood of feteivents, and there can be no assurance tha
any design will succeed in achieving its statedgaader all potential future conditions; over tingentrols may become inadequate because o
changes in conditions, or the degree of compliavitie policies or procedures may deteriorate. Beeanighe inherent limitations in a cost
effective control system, misstatements due torenréraud may occur and not be detected.
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PART Il. OTHER INFORMATION

Item 1.

Legal Proceedings

The material set forth in Note 14 of Notes to Carml Consolidated Financial Statements in Paer [L of this Quarterly Report on Form
10-Q is incorporated herein by reference.

Iltem 1A. Risk Factors

As a result of our acquisition of Sun, we have etténto a new hardware systems business whichdesla variety of products and services
offerings for enterprise customers, including: sesy microelectronics, disk, tape and other stoprgducts, and related hardware systems
support. We also expanded our services businebhsadditional related offerings. Risks associatetth wir acquisition and integration of Sun
and our new hardware systems business and relateides offerings are set forth below. The followitisk factors supplement those set forth
in our Annual Report on Form 10-K for our fiscabyended May 31, 2009, under the heading “Riskdfagtincluding the risk factor entitled
“Acquisitions present many risks, and we may natize the financial and strategic goals that wergtemplated at the time of a transaction.”

We may not achieve our financial forecasts with pegt to our acquisition of Sun or our entrance inonew hardware systems business, or
the achievement of such forecasts may take longpant expected. Our profitability could decline if wilb not manage the risks associated
with our acquisition and integration of Sun.

The acquisition and ongoing integration of Sun i@tacle may adversely affect our profitability iEwlo not manage the associated risks. We
may not achieve the anticipated synergies, coshgaycustomer and partner advantages and bepefigslize our estimated revenue, profit or
other financial projections in a timely manner bathdue to a number of factors, including:

Prior to the acquisition of Sun, we had limitedchordirect experience in managing certain aspecashafrdware systems business.
While we plan to retain a large number of Sun eegig, salespeople and other employees with experiarmanaging this business,
our inexperience or the unplanned departures oksomortant employees could adversely impact oilityato successfully manage
our hardware systems business, which could adyereglact our ability to realize the forecasts far bardware systems business and
its results of operation

Our plans to reduce the costs associated with niegagir hardware systems business, through expetfietencies from, amon
other things, (i) changes in supply chain procees@s customer services and support or (ii) elimtions of redundancies in personnel,
facilities or other services, may not be realizedampleted within the expected time frame, iflgta the anticipated cost savings r
be less than what we forece

We may not be able to (i) develop in a timely manifet all, sufficiently differentiated high vadusystems technologies and prodi
that meet customer requirements for innovationuality or (ii) increase sales of support serviaasdur hardware systems products,
which in each case could result in lower hardwgstesns or hardware systems support revenues afithpildy, or slower than
expected growth of such revenues and profitab

Sur's systems business historically has had higheresgseas a percentage of revenues, and thus hakebggmofitable, than ol
standalone software business. Upon completion o&oquisition of Sun, we have reported, and mayicoa to report, lower
operating margins as a percentage of revenueyangofit margin levels prior to our acquisitioh®un are unlikely to be sustainal

We face a greater risk of potential write-downs amgairments of inventory, higher warranty expertbes we had historically
encountered in our existing software and serviesiness, higher amortization from, and potentigdainment of, intangible assets
associated with our hardware systems businessatedtfal impairment of goodwill associated with tnardware systems business.
Any of these items could result in material chargied adversely affect our operating rest

Our senior management’s attention will be diveftedh our software business to our hardware systamgiess, which may be
disruptive to our software business or the ovenahagement of Oracl
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Our strategy of transitioning from Sun’s indirectades model to our mixed direct and indirect salesdel may not succeed and could result
in lower hardware systems revenues or profits.

Our plans to transition from Sun’s indirect salesdel of selling their systems products and servicemugh channel partners and third party
distributors to our model of a mix of direct andiirect sales, in which we rely more heavily on own sales force, may not be successful. We
expect to continue to rely on channel partnerséstain customer accounts. These channel partmetgle distributors, original equipment
manufacturers (OEMSs), independent software vendgetem integrators, service providers and resel@ur relationships with some of our
channel partners may deteriorate because we areingdour reliance on some of these partners fohatdware systems sales, which could
result in reduced demand from certain customer satgrserviced by these channel partners. Some hegdiystems revenues from channel
partners may not be replaced by revenues gendratacbur own sales personnel or be replaced akiyuis we expect. In addition, we may
not be able to hire qualified hardware systemsspaleple, sales consultants and other personneufatirect sales model at the rate or in the
numbers we need to generate the hardware systeersues and profit margins we have projected farrfuperiods. Even if we can meet our
hiring needs, these salespeople may not be alalehieve our sales forecasts for our hardware syskersiness. If we experience any of these
risks, our hardware systems revenues or profits dealine.

If we are unable to compete effectively with exigfior new systems competitors, the results of ofiers and prospects for our hardwal
systems business could be harmed through feweramustr orders, reduced pricing, lower revenues or énprofits.

Our hardware systems business will compete witlgragothers, (i) systems manufacturers and reselfesgstems based on our own
microprocessors and operating systems and thaser @ompetitors, (ii) microprocessor/chip manufaets and (iii) providers of storage
products. These competitors in most cases have experience than we do in managing a hardwarersgsbeisiness. A substantial majority
our hardware systems products are based on SuUARGicroprocessor and Solaris operating systeitfigofa, which has a smaller installed
base than certain of our competitors’ platforms ahéch may make it difficult for us to win new costers that have already made significant
investments in our competitors’ platforms. Certafithese competitors also compete very aggressorelyrice. Furthermore, Sun experienced
increased competition during the pendency of oguiition of Sun.

The systems manufacturers and resellers, chip raetwérs and storage providers that we competeimgthde, among others, International
Business Machines Corporation (IBM), Dell Inc. (DgHewlett Packard Company (HP), Fujitsu Limitétitachi Data Systems, Inc., Advanc
Micro Devices, Inc. (AMD), Intel Corporation (Injednd EMC Corporation. A loss in our competitivesipion could result in lower revenues
profitability, which could adversely impact our ktyito realize the forecasts for our hardware sg&t business and its results of operations.

Our hardware systems offerings are complex produdtsve cannot successfully manage the required pesses to meet customer
requirements and demand on a timely basis, the tesaf our hardware systems business will suffer.

Designing, developing, manufacturing and introdgaiew hardware systems products are complicatezkpses. The development process is
uncertain and requires a high level of innovatiamf both systems hardware and software producgdess and engineers and the suppliers of
the components used in these products. The developmnocess is also lengthy and costly. Once ahsdware systems product is developed,
we face several challenges in the manufacturingge® We must be able to forecast customer denmmhohanufacture new hardware systems
products in sufficient volumes to meet this demand do so in a cost effective manner. As we coastiouransition to a “build-to-order”
manufacturing model where our hardware systemsyatsdare not fully assembled until after custonpésse orders, we may from time to til
experience delays in delivering our hardware systproducts to customers in a timely manner. Thetsyd could cause our customers to
purchase hardware systems products and servigasofuo competitors. We must also manage new hardsyastems product introductions and
transitions to minimize the impact of customer glethpurchases of existing hardware systems prodtuetsticipation of new hardware syste
product releases. And because the design and ntaumtifeg process for components is also very corafdid, it is
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possible that we could experience design or mathwfiag flaws. These design or manufacturing flawsld delay or prevent the production of
the components for which we have previously coneditb pay or need to fulfill orders from customdisese types of component flaws could
also prevent the production of our hardware systamducts or cause our hardware systems produdks teturned, recalled or rejected
resulting in lost revenues, increase in warrangtssadamage to our reputation, penalties and fitiga

The future operating results of our hardware systsiusiness will depend on our ability to manage @amponent inventory to meet the
demands of our hardware systems customers and ticagomponent inventory write-downs.

Sun’s hardware systems business has historicaligraded upon suppliers to design, develop, manufaetud deliver on a timely basis the
necessary components for its hardware systems giodhile many of the components historically pnawed have been standard, some
components (standard or otherwise) have requimegl llgad times to manufacture and deliver. Furtheemtbere are some components that can
only be purchased from a single vendor due to pguality, technology or other business constraifstsimes we may be unable to purchase
these items from the respective single vendorscoamable terms or may experience significant detayguality issues in the delivery of
necessary parts or components from a particuladareif we had to find a new supplier for thesetpand components, hardware systems
product shipments could be delayed. We could atper@ence fluctuations in component prices whi€kinanticipated, could negatively imp:
our hardware systems business cost structure. Taetwes may make it difficult for us to plan anepure appropriate component inventory
levels in a timely fashion to meet the customer aednfor our hardware systems products. Thereformaseexperience component inventory
shortages which may result in production delaysustomers choosing to purchase fewer hardwaremsggteoducts from us or systems
products from our competitors. Sun historically hagotiated supply commitments with vendors earlthe manufacturing process to ensure
they had sufficient components for its hardwardesys products to meet anticipated customer denzartiwe expect to do the same. We must
also manage our levels of older component inveesansed in our hardware systems products to mieimizntory write-offs or write-downs.

If we have excess inventory, it may be necessawrite-down the component inventory, which wouldaely affect our operating results. If
one or more of the risks described above occurshardware systems business and related opera&sudfs could be materially and adversely
affected.

We expect to continue to depend on third party méamturers to build certain hardware systems prodsietind are susceptible to
manufacturing delays that could prevent us from gping customer orders on time, if at all, and magsult in the loss of sales and
customers.

We outsource the manufacturing and assembly odiceof our hardware systems products to a varietganufacturing companies at their
international locations. Our reliance on third-gartanufacturers reduces our control over the mahwifi]mg process, exposing us to risks,
including reduced control over quality assurancegdpct costs and product supply as well as thdigaliand economic uncertainties of the
countries where these third-party manufacturers tiawilities and operations. Any manufacturing giigion by our third-party manufacturers
could impair our ability to fulfill orders for theshardware systems products. If we are unable tageour relationships with these third-party
manufacturers effectively, or if these thipdsty manufacturers experience delays, disrupticaysacity constraints or quality control problem
their manufacturing operations, or fail to meet futare requirements for timely delivery, our afyilto ship certain of our hardware systems
products to our customers could be impaired anchatdware systems business could be harmed.

We also plan to simplify our supply chain procedsgseducing the number of third party manufactyg@rtners on which Sun had historically
relied and the number of locations where they liild our hardware systems products. We will themebecome more dependent on a fewer
number of these manufacturing partners and locsttibthese partners experience production problenuelays or cannot meet our demanc
products, we may not be able to find alternate rfaanturing sources in a timely or cost effective mam if at all. If we are required to change
third-party manufacturers, our ability to meet saheduled hardware systems product deliveriestoewsiomers would be adversely affected,
which could cause the loss of sales and existimgptential customers, delayed revenue or an ineriagur costs which could adversely affect
the margins of our hardware systems business.
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We may face numerous risks in connection with odrategic alliance with Fujitsu.

Prior to our acquisition of Sun, Sun had enteréd é@nnumber of agreements with Fujitsu Limited wigkpect to collaborative sales and
marketing efforts and the joint development and ufiacturing of Sun’s server products known as thegakted Product Line and branded as
the Sun SPARC Enterprise line of servers. The ageeés contemplate that Sun and Fujitsu dedicatstantial financial and human resources
to this relationship. As a result, the future perfance of our hardware systems business may bectatphy the success or failure of this
relationship.

If we, as successors to Sun, fail to satisfy cerd@velopment or supply obligations under the ageess, or if we otherwise violate the term:

the agreements, we may be subject to contractlabafl penalties. Further, if Fujitsu encounterteptial problems in its business, such as
intellectual property infringement claims, supplifidulties, or difficulties in meeting developmentilestones or financial challenges, these
problems could impact our strategic relationshithvujitsu and could result in a material advef§ece on our hardware systems business.
There can be no assurance that the strategicamddiip with Fujitsu will be successful, or that #mnomic terms of the agreements
establishing the relationship will ultimately protgebe favorable to us. The occurrence of any efétrisks could have a material adverse effect
on our hardware systems business.

Environmental laws and regulations subject us tanamber of risks and could result in significant li@lities and costs

Some of our operations acquired from Sun are stijestate, federal and international laws govegnirotection of the environment, human
health and safety, and regulating the use of cedagémical substances. We endeavor to comply Wibket environmental laws, yet compliance
with such laws could increase our product desiguetbpment, procurement and manufacturing costd, ¢iur ability to manage excess and
obsolete norcompliant inventory, change our sales activitientberwise impact future financial results of dbardware systems business. /
violation of these laws can subject us to signiftdability, including fines, penalties, and pddsi prohibition of sales of our products into one
or more states or countries, and result in a nedtadverse effect on the financial condition outtssof operation of our hardware systems
business. A significant portion of Sun’s hardwaystems revenues historically has come from intésnat sales. Recent environmental
legislation within the European Union (EU), inclodithe EU Directive on Restriction of Hazardous Sabces (RoHS), as well as China’s
regulation on Management Methods for ControllingliRimn Caused by Electronic Information Productaynincrease our cost of doing
business internationally and impact our hardwastesys revenues from EU countries and China as deagor to comply with and implement
these requirements. In addition, similar environtaklegislation has been or may be enacted in gthisdictions, the cumulative impact of
which could be significant.

In addition to the other information set forth imstreport, you should carefully consider the feswiscussed in Part I, Iltem 1A. “Risk Factors”
in our Annual Report on Form 10-K for our fiscabyended May 31, 2009. The risks discussed in oumual Report on Form 10-K could
materially affect our business, financial conditamd future results. The risks described in ourushiReport on Form 10-K are not the only
risks facing us. Additional risks and uncertainti@s$ currently known to us or that we currently mete be immaterial also may materially and
adversely affect our business, financial conditoperating results.

Item 2. Unregistered Sales of Equity Securitieand Use of Proceeds

Our Board of Directors has approved a program $aiourepurchase shares of our common stock. Orb@cf0, 2008, we announced that our
Board of Directors had approved the expansion ofepurchase program by $8.0 billion and as of &aty 28, 2010, approximately $5.5
billion was available for share repurchases pursteaour stock repurchase program.

Our stock repurchase authorization does not hawxgination date and the pace of our repurchasetsavill depend on factors such as our
working capital needs, our cash requirements fquiitions and dividend payments, our debt repayrabligations or repurchase of our debt,
our stock price, and economic and market conditiGng stock repurchases may be effected from torterte through open market purchases
or pursuant to a Rule 10b5-1 plan. Our stock rdmse program may be accelerated, suspended, delagestontinued at any time.
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The following table summarizes the stock repurcleasiwity for the three months ended February 28 ®and the approximate dollar value of
shares that may yet be purchased pursuant to @tk stpurchase program:

Total Number of Approximate Dollar
Total Number of Shares Purchased as Ps Value of Shares that
Average May Yet Be Purchase:
Shares Price Paid of Publicly
(in millions, except per share amounts) Purchased Per Share Announced Programs Under the Programs
December 1, 20—December 31, 20( 1.6 $ 24.78 1.€ $ 5,719.
January 1, 207—January 31, 201 4.4 $ 2455 4.4 $ 5,612..
February 1, 201—February 28, 201 4.3 $ 23.85 4.3 $ 5,509.:
Total 10.2 $ 24.29 10.:
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Iltem 6. Exhibits

Exhibit Incorporated by Reference Filed
No. Exhibit Description Form File No. Exhibit Filing Date Filed By Herewith

10.26* Offer letter dated February 2, 2010 to John Foatet

employment agreement dated February 2, : X
10.27* Form of Change of Control Agreement executed by 10-Q 00C-1508¢  10.1 2/6/09 Sun

Microsystems, Inc. and certain of Sun’s executiffeeers Microsystems,

Inc.

10.28* Form of Amendment to Change of Control Agreement 8-K  000-1508¢  10.1 5/4/09 Sun

executed by Sun Microsystems, Inc. and certainuofsS Microsystems,

executive officer: Inc.
31.01 Certification Pursuant to Section 302 of the Saelsa@xley

Act—Lawrence J. Ellisol X
31.02 Certification Pursuant to Section 302 of the Saelsa@xley

Act—Jeff Epsteir X
32.01 Certification Pursuant to Section 906 of the Saelsa@xley

Act X

101 Interactive Data Files Pursuant to Rule 405 of Reggan S-T:
(i) Condensed Consolidated Balance Sheets as ofi&gh28,
2010 and May 31, 2009, (ii) Condensed Consolidated
Statements of Operations for the three and ninetimsended
February 28, 2010 and 2009, (iii) Condensed Codat#d
Statements of Cash Flows for the nine months eRrébduary
28, 2010 and 2009 and (iv) Notes to Condensed Qidased
Financial Statements, tagged as blocks of X

* Indicates management contract or compensatorygrlamrangemen
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, Oracle Corporation has duly cdubkis report to be signed on its behal
the undersigned, thereunto duly authorized.

ORACLE CORPORATION

Date: March 29, 2010 By: /sl JEFFE PSTEIN
Jeff Epsteir
Executive Vice President and
Chief Financial Office

Date: March 29, 2010 By: s/ WiLLiam C oREYW EST
William Corey Wes!
Senior Vice President, Corporate Controller
Chief Accounting Office
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Exhibit 10.2€
[ORACLE USA, INC. LETTERHEAD]
February 2, 2010
John Fowler
Dear John:

We are pleased to offer you the position of Exeeulfice President, Systems with Oracle Corporafi@uacle”) reporting to Larry Ellison,
Oracle’s Chief Executive Officer. Your appointmehgll be effective on the later of (i) the date ymaept this offer by signing below and

(i) the date you begin your employment with usu¥will be an employee of Oracle USA, Inc., a sulasidof Oracle. We offer you a starting
annual base salary of $700,000. In addition, ydubei eligible for a target annual performance t®during Oracle’s fiscal year 2010 of 100%
of your base salary (the “FY2010 Bonus”), providledt you remain an active, full-time employee &t ¢tfose of Oracle’s fiscal year 2010 and
provided further that the FY2010 Bonus will be at@d or prorated to take into account that youndidserve in this position for the entire
fiscal year 2010. For Oracle’s fiscal year 201fhes bonus plan will be created for you.

You will be responsible for managing Oracle’s Systeand Microelectronics lines of business whichc@racquired from Sun Microsystems,
Inc.

The Compensation Committee of Oracle’s Board oétlirs (the “Compensation Committee”) has apprdhederms set forth in this offer.
Following your acceptance of this offer, a propas#llbe submitted to the Compensation Committepiesting approval to grant you a stock
option (“Option”) to purchase 2,000,000 sharesarhmon stock pursuant to the Amended and RestatedéOCorporation 2000 Long-Term
Equity Incentive Plan (the “Plan”) with an effeaigrant date of the date the Compensation Comn@tipeoves such Option grant. The Option
will have an exercise price based upon Oraciodck price at the close of the market on théc@grant date. The Option will be issued und
written agreement and will be subject to qualifisatunder all applicable securities regulationsldgy as you remain continuously employed
by Oracle or its affiliates, you will be eligible €xercise your right to purchase 25% of the Opgioares per year, beginning one year after the
Compensation Committee approves your Option grufject to the terms of your written stock optigneement.

This offer of employment is contingent upon youisfactory completion of Oracle’s pre-employmentkground screening process, which
will include education and employment verificatiam well as a criminal records search.

You acknowledge and agree that all existing of¢tets, employment agreements, change in contrekagents and/or severance agreements
between you and Sun Microsystems, Inc., includimgsubsidiaries and affiliates thereof (collectyelSun”), are hereby terminated and
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superseded, provided, however, that the Changewtr@ Severance Agreement entered into betweeragdusun effective as of January 1,
2009 will remain in full force and effect until Jaary 26, 2011, except that the Option shall nagudgect to the accelerated vesting provisions
set forth therein.

You agree to comply with the Insider Trading restoins applicable to Oracle Officers and Directhw®ughout your employment with Oracle
and for one fiscal quarter following your sepamatiom Oracle, regardless of the reason for yopassgion. Among other things, under these
restrictions, you are prohibited from trading ire@e securities during the last month of each figoarter and until two full trading days
following Oracle’s earnings announcement for thetdl quarter. Notwithstanding the foregoing, yptwposed stock option referenced in this
letter agreement shall be subject to the time &tidhs on exercise set forth in Section 6(i) of Eten.

To accept this offer, please sign below as wethasenclosed Employment Agreement and Mutual Agesgno Arbitrate, Proprietary
Information Agreement, Data Privacy Agreement, ang remaining new hire documents and return the@®réxle, ATTN: Americas HRSSC,
1001 Sunset Boulevard, Rocklin, CA 95765 for delmMey February 8, 2010.

If you have any questions regarding the conditiongour offer, please do not hesitate to contactm@xx) xxx-xxxx. This offer remains open
until February 8, 2010.

We look forward to having you join Oracle and bemgalued member of the Executive Team.
Sincerely,
/s/ Joyce Westerdahl

Joyce Westerdal
Senior Vice President, Human Resour

Enclosure: New Employee Pacl
AGREED AND ACKNOWLEDGED:

/s/ John Fowler
John Fowlel

Date: February 2, 201



Employment Agreement & Mutual Agreement to Arbitrate

Please read this Agreement carefully before yoaeaty its terms by signing it. You may wish to adhan attorney prior to signing the
Agreement. The Agreement sets forth certain impottenefits, terms and conditions related to yoopleyment with Oracle. It also sets forth
the mutual agreement between you and Oracle toadany dispute or claim arising out of or rediatie your Oracle employment and to waive
all rights to a trial or hearing before a courjwwy, except as provided below.

Proprietary Information

Oracle’s proprietary rights and confidential inf@tion are among the company’s most important askegldition to signing this Agreement
as a condition of employment, you also must signRloprietary Information Agreement included in lew Hire Offer Packet.

Oracle Policies

Your adherence to the Oracle Code of Ethics andnBas Conduct, set forth in a booklet that is nebiteyou within two weeks of your first
date of employment at Oracle, is vital to Oracld smyour success at Oracle. When you sign thigégent, you are agreeing to thoroughly
familiarize yourself with the Oracle Code of Etharsd Business Conduct and you are agreeing to alideYou also agree to take Oracle’s
Ethics and Business Conduct course, availablerantlirough Oracle’s intranet. In addition, when g@n this Agreement, you are
acknowledging that you have read the letter addrg$3racle’s Safety Program highlights includedhia New Hire Offer Packet. Oracle
maintains an Internal Privacy Policy, which desesilracle’s privacy practices for employment-relatdormation, including personal
information that may be collected, how and whenes@eal information is processed, to whom persarfafimation may be provided, and how
you may access and rectify personal informatioruaigou. You agree to abide by the terms of Or's Internal Privacy Policy in effect during
your employment; a current copy of such policylsancluded in the New Hire Offer Packet. The QgaCode of Ethics and Busine
Conduct, the Oracle Employee Handbook, and Orabiesnal Privacy Policy are all on the Oracle amiet and accessible to all employees.
You agree, after beginning employment, to acces&thployee Handbook and thoroughly familiarize gelfrwith Oracle policies and to ab
by them. Additionally, from time to time, Oraclelindommunicate important information about its pas by way of electronic mail
notification and/or the Oracle intranet. By signthgs agreement, you agree to thoroughly reviewdhmlicy communications and to abide by
them.

Oracle is a government contractor, and, as suctaiedederal, state, and local laws may place ipitbns or other restrictions on the ability of
former government workers, and/or relatives of entior former government workers, to be employedtp perform certain work on behalf
of Oracle. By signing below, you are affirming tlyatur employment with Oracle, and any work you perf while employed by Oracle, will
not conflict with any such prohibitions or restiicts.

Employment Eligibility

In order to comply with the Immigration Reform a@dntrol Act of 1986, the federal government recaiitee company to examine documents
which prove your legal right to work in the Unit8thtes. Please see the Verification of Eligibifay Employment information which also is a
part of the New Hire Offer Packet.

Benefits

Oracle offers its employees a comprehensive mediealtal, vision, life and disability insurance kage through Oracleflex, a flexible benefits
program. Oracleflex may require employee contriingi The company also offers benefits includin@®K) Savings and Retirement Plan, an
Employee Stock Purchase Plan, a Dependent CarebBeiement Plan and an Educational Reimbursement Pt details of these plans are
included in the New Hire Offer Packet and/or arailable on the Oracle intranet. You understand ybatmust make your Oracleflex benefits
elections within the limited time period set foiththe communication accompanying your personattifleation number that you will receive
after beginning employment.

By signing this Agreement, you authorize Oracldeduct from your compensation any and all contiilmst associated with your elections
under Oracleflex, the Oracle 401(k) Savings an@stwment Plan, the Oracle Employee Stock Purchase & any other benefit offered by
Oracle in which you participate and for which anpémgee contribution is require



Your starting compensation, position and other seamd conditions related to your employment ardos#t in the offer letter you received. By
signing this Agreement, you also are agreeingeédehms and conditions set forth in the offer lettéhich are incorporated herein. Oral or
written representations contradicting or suppleingnthe terms of the offer letter are not valid.

At-Will Employment

Employment at Oracle is at-will. The company makegxpress or implied commitment that your employtweall have a minimum or fixed
term, that Oracle may take adverse employmentradtidy for cause or that your employment is terrbieanly for cause. Either you or Ora
may terminate the employment relationship at amg tior any reason. Additionally, Oracle may takg ather employment action at any time
for any reason. No one at Oracle may make, unfessfgcally authorized in writing by Oracle’s Boaodl Directors, any promise, express or
implied, that employment is for any fixed term bat cause is required for the termination of omgfeain the employment relationship.

Equal Employment Opportunity and Escalation Process

Oracle believes that all employees should be tdefaiely and equitably in conformance with its Eq&Eanployment Opportunity policy. We
take personnel action without regard to race, ¢olational origin, sex, marital status, sexualmaéon, gender identity, age, religion,
disability, veteran status, or any other charastierprohibited by federal, state or local law. @ammitment to this policy applies to every
phase of the employment relationship, and we makeyesffort to comply with this policy. If, howeveyou feel you have not been treated
fairly in some way in your Oracle employment, yauee, before taking any other action, to make &evwicomplaint to a Director of the
Human Resources Department and to allow individwétlsin the Department a reasonable period of fimehich to investigate and informa
attempt to resolve your issues.

Mutual Agreement to Arbitrate

You and Oracle understand and agree that any mgistifuture dispute or claim arising out of orateld to your Oracle employment, or the
termination of that employment, will be resolvedfmal and binding arbitration and that no othemfo for dispute resolution will be available
to either party, except as to those claims idexttibelow. The decision of the arbitrator shallibalfand binding on both you and Oracle and it
shall be enforceable by any court having propésdgiction.

The arbitration proceedings shall be conductedyauntto the Federal Arbitration Act, and in accockawith the National Rules for the
Resolution of Employment Disputes of the Americabikation Association or the Employment ArbitratiRules and Procedures adopted by
Judicial Arbitration & Mediation Services (“JAMS"T.he arbitrator will have all the powers a judgewdohave in dealing with any question or
dispute that may arise before, during and afteatbération.

Claims Not Covered

Claims not covered by this Arbitration Agreemerg:ar

1. Claims under Title VIl of the Civil Rights Acf 4964 or any tort related to or arising out of s&xassault or harassment, including
assault and battery, intentional infliction of emagl distress, false imprisonment, or negligenini supervision, or retentio

2.  Claims for benefits under the work’ compensation, unemployment insurance and statbiliigansurance laws, an

Claims by you or by Oracle for temporary restirag orders or preliminary injunctions (“temporaguitable relief”) in cases in
which such temporary equitable relief would be othige authorized by law. In such cases where teargaquitable relief is
sought, the trial on the merits of the action wdtur in front of, and will be decided by, the #rdior, who will have the same
ability to order legal or equitable remedies asld@ucourt of general jurisdictio



Costs

Oracle agrees to bear the costs of the arbitratee' and all other costs related to the arbitraa@suming such costs are not expenses that you
would be required to bear if you were bringing #lotion in a court of law. You and Oracle shall ebelr your own attorneys’ fees incurred in
connection with the arbitration, and the arbitratdt not have authority to award attorneys’ feedass a statute at issue in the dispute or other
appropriate law authorizes the award of attornées to the prevailing party, in which case theteator shall have the authority to make an
award of attorneys’ fees as permitted by the apple statute or law.

Consideration

You understand and acknowledge that you are offemggloyment in consideration of your promise tataate claims. In addition, the promit
by Oracle and by you to resolve claims by arbirain accordance with the provisions of this Adtilon Agreement, rather than through the
courts, provide consideration for each other.

Knowing and Voluntary Agreement; Complete Agreement

You understand and agree that you have been adwismahsult with an attorney of your own choosirddoe signing this Employment
Agreement & Mutual Agreement to Arbitrate, and y@ye had an opportunity to do so.

YOU FURTHER UNDERSTAND AND AGREE THAT YOU HAVE READ THIS EMPLOYMENT AGREEMENT &
MUTUAL AGREEMENT TO ARBITRATE CAREFULLY. BY SIGNING IT, YOU ARE EXPRESSLY WAIVING ANY
AND ALL RIGHTS TO A TRIAL OR HEARING BEFORE A COURT OR JURY OF ANY AND ALL DISPUTES AND
CLAIMS SUBJECT TO ARBITRATION UNDER THIS ARBITRATIO N AGREEMENT WHICH CLAIMS YOU MAY
NOW OR IN THE FUTURE HAVE.

This Arbitration Agreement contains the completeeagnent between Oracle and you regarding the sutffeecbitration and alternate dispute
resolution, and supersedes any and all prior wiveal, or other types of representations andeageaits between Oracle and you, if any.

Severability

If any portion of this Employment Agreement & Mutdggreement to Arbitrate shall, for any reasonhle&l invalid or unenforceable, or
contrary to public policy or any law, the remaindéthe Agreement shall not be affected by suchlidity or unenforceability, but shall rem:
in full force and effect, as if the invalid or urierceable term or portion thereof had not existétthiw this Agreement.

Modification

This Employment Agreement & Mutual Agreement to iftdte may be modified only in a writing, expressjerencing this Agreement and
you by full name, signed by you and Ori's Board of Directors.

By signing below you are agreeing that you have gead understood every provision of this Agreenaet that, in consideration for your
employment at Oracle, you agree to abide by itaser

ACKNOWLEDGED AND ACCEPTED:

John Fowler
Print Name

/s/ John Fowler 2/2/2010
Signature Date




Exhibit 31.01
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Lawrence J. Ellison, certify that:

1.
2.

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

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and we hay

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloring, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presénthi report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theaRioe and Audit Committee of the registrartibard of directors (or persons performing
equivalent functions)

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 29, 201 By: /s/ LAWRENCEJ. ELLISON

Lawrence J. Ellison
Chief Executive Officer and Direct



Exhibit 31.02
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Jeff Epstein, certify that:

1.
2.

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

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and we hay

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) designed such internal control over financigloring, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presénthi report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theaRioe and Audit Committee of the registrartibard of directors (or persons performing
equivalent functions)

a) all significant deficiencies and material weaknsssehe design or operation of internal contradiofinancial reporting which au
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 29, 201 By: /s/ JEFFE PSTEIN

Jeff Epstein
Executive Vice President and
Chief Financial Office



Exhibit 32.01
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT

The certification set forth below is being subndtie 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® I8%hapter 63 of Title 18 of the
United States Code.

Lawrence J. Ellison, the Chief Executive Officer@racle Corporation, and Jeff Epstein, the ChieRcial Officer of Oracle Corporation,
each certifies that, to the best of his knowledge:

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

2. the information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of Ora
Corporation

Date: March 29, 2010 By: /s/ LAwWRENCEJ. ELLISON
Lawrence J. Ellisol
Chief Executive Officer and Direct

By: /s/ JEFFE PSTEIN
Jeff Epsteir
Executive Vice President and
Chief Financial Office




