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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 November 30, 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 chaetr)

Delaware 54-2185193
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

500 Oracle Parkway
Redwood City, California 94065

(Address of principal executive offices) (Zip Code)

(650) 506-7000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No [

Indicate by check mark whether the registrant ldsmstted electronically and posted to its corpokéfeb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasiired to submit and post such files). Yé&d No [

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

Large accelerated fileilx] Accelerated filer O

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

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

The number of shares of registrant’'s common statktanding as of December 13, 2010 was: 5,052,820,0
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
ORACLE CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
As of November 30, 2010 and May 31, 2010

(Unaudited)
November 30
(in millions, except per share data) 2010
ASSETS
Current asset:
Cash and cash equivalel $ 10,42
Marketable securitie 14,42t
Trade receivables, net of allowances for doubttgbants of $346 and $305 as of November 3
2010 and May 31, 2010, respectiv 4,40¢
Inventories 23€
Deferred tax asse 1,21¢
Prepaid expenses and other current a: 2,017
Total current asse 32,72:
Non-current asset:
Property, plant and equipment, | 2,87(
Intangible assets, n 8,52¢
Goodwill 20,88¢
Deferred tax asse 1,22(
Other asset 1,01t
Total nor-current assel 34,52(
Total asset $ 67,24
LIABILITIES AND EQUITY
Current liabilities:
Notes payable, current and other current borrow $ 2,25t
Accounts payabl 762
Accrued compensation and related bent 1,64:
Deferred revenue 5,74
Other current liabilitie: 2,93t
Total current liabilities 13,33¢
Non-current liabilities:
Notes payable and other r-current borrowing: 14,78(
Income taxes payab 2,791
Deferred tax liabilities 35C
Other noi-current liabilities 1,13¢
Total nor-current liabilities 19,057
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;
outstanding: 5,051 shares as of November 30, 20d®#26 shares as of May 31, 2( 15,66:
Retained earning 18,42:
Accumulated other comprehensive inca 327
Total Oracle Corporation stockhold’ equity 34,41
Noncontrolling interest 43¢
Total equity 34,85(
Total liabilities and equit $ 67,24

See notes to condensed consolidated financiahstats.
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three and Six Months Ended November 30, 201and 2009

(Unaudited)

Three Months Ended
November 30,

Six Months Ended
November 30,

(in millions, except per share data) 2010 2009 2010
Revenues
New software license $1,99¢ $1,65: $ 3,28¢
Software license updates and product sug 3,64 3,24 7,09¢
Software revenue 5,64¢ 4,90(C 10,38(
Hardware systems produ 1,112 — 2,19(
Hardware systems supp 641 — 1,261
Hardware systems revent 1,753 — 3,451
Services 1,18¢ 95€ 2,25¢
Total revenue 8,58 5,85¢ 16,08
Operating expense
Sales and marketir 1,53( 1,13: 2,86¢
Software license updates and product sug 307 264 61t
Hardware systems produ 52t — 1,082
Hardware systems supp 35¢€ — 65€
Services 96¢ 832 1,86¢
Research and developmt 1,11¢ 70¢€ 2,22
General and administrati 15€ 183 42¢
Amortization of intangible asse 614 43€ 1,215
Acquisition related and oth 47 10 13C
Restructuring 18¢ 114 31¢
Total operating expens 5,812 3,68( 11,39:
Operating incom: 2,77(C 2,17¢ 4,68
Interest expens (214 (18¢) (410
Non-operating income, ne 90 33 16t
Income before provision for income tay 2,64¢€ 2,02 4,44;
Provision for income taxe 77¢€ 565 1,21¢
Net income $1,87( $1,45¢ $ 3,22¢
Earnings per sharn
Basic $ 0.37 $ 0.2¢ $ 0.64
Diluted $ 0.37 $ 0.2¢ $ 0.6<
Weighted average common shares outstani
Basic 5,04« 5,01( 5,03t
Diluted 511 5,064 5,10(
Dividends declared per common sh $ 0.0f $ 0.0% $ 0.1

See notes to condensed consolidated financiahstats.

2009

$ 2,681
6,364
9,04t
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended November 30, 2010 and 2009

(Unaudited)

Six Months Ended
November 30,

(in millions) 2010 2009
Cash Flows From Operating Activitie
Net income $ 3,22t $ 2,582
Adjustments to reconcile net income to net caskideal by operating activitie:
Depreciatior 194 12z
Amortization of intangible asse 1,217 867
Deferred income taxe (76) (21¢)
Stock-based compensatic 254 18¢
Tax benefits on the exercise of stock options asting of restricted sto-based award 142 71
Excess tax benefits on the exercise of stock optéom vesting of restricted st-based award (86) (42)
Other, ne’ 24 56
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables, 1,342 1,437
Decrease in inventorie 25 —
Decrease in prepaid expenses and other ¢ 28C 23t
Decrease in accounts payable and other liabil (620) (529)
(Decrease) increase in income taxes pay (613) 59
Decrease in deferred revent (54€) (44¢)
Net cash provided by operating activit 4,761 4,38¢
Cash Flows From Investing Activitie
Purchases of marketable securities and other imezgs (16,807) (6,18%)
Proceeds from maturities and sales of marketalolergies and other investmer 11,15z 4,08¢
Acquisitions, net of cash acquir (80€) (392)
Capital expenditure (239) (100)
Net cash used for investing activiti (6,699 (2,58¢9)
Cash Flows From Financing Activitie
Payments for repurchases of common s (504) (49€)
Proceeds from issuances of common s 734 371
Payment of dividends to stockholdt (5049 (501)
Proceeds from borrowings, net of issuance ¢ 3,20¢ 4,461
Repayments of borrowing (890) —
Excess tax benefits on the exercise of stock optéom vesting of restricted st-based award 86 42
Distributions to noncontrolling interes (38) (34)
Net cash provided by financing activiti 2,08¢ 3,841
Effect of exchange rate changes on cash and casvadents 351 281
Net increase in cash and cash equival 50€ 5,92¢
Cash and cash equivalents at beginning of pe 9,91« 8,99t
Cash and cash equivalents at end of pe $10,42( $14,91¢
Non-cash investing and financing transactic
Fair value of stock options and restricted s-based awards assumed in connection with acquisi $ 1 $ 1
Decrease in unsettled repurchases of common $ 4) $ 4)

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
November 30, 2010
(Unaudited)

1. BASIS OF PRESENTATION AND RECENT ACCOUNTING PRONOUNCEMENTS
Basis of Presentation

We have prepared the condensed consolidated falestaiements included herein, without audit, pam$to the rules and regulations of the
U.S. Securities and Exchange Commission (SEC)aertformation and footnote disclosures normatigliided in financial statements
prepared in accordance with U.S. generally acceqtedunting principles have been condensed or etnittirsuant to such rules and
regulations. However, we believe that the disclesurerein are adequate to ensure the informatasepted is not misleading. These
unaudited condensed consolidated financial statenstiould be read in conjunction with the audifedricial statements and the notes the
included in our Annual Report on Form 10-K for fiszal year ended May 31, 2010.

On January 26, 2010, we completed our acquisitfi@un Microsystems, Inc. (Sun), a provider of haadsvsystems, software and service:
means of a merger of one of our wholly owned suasis with and into Sun such that Sun became dlwbwned subsidiary of Oracle. As a
result of our acquisition of Sun, we entered i@ hardware systems business. Our hardware sybigimess consists of two operating
segments: hardware systems products and hardwstesrsy/support. In addition, we enhanced our exjstoitware and services businesses
with additional offerings.

We believe that all necessary adjustments, whicisisted only of normal recurring items, have bewtuded in the accompanying financial
statements to present fairly the results of therimt periods. The results of operations for therint periods presented are not necessarily
indicative of the operating results to be expeftedny subsequent interim period or for our fisgedr ending May 31, 2011. General and
administrative expenses as presented in our cordamsolidated statements of operations duringhttee and six months ended
November 30, 2010 included a benefit of $120 millielated to the recovery of legal costs, whichuoed our expenses in these peri

There have been no significant changes in new attmupronouncements or to our significant accoumpolicies that were disclosed in our
Annual Report on Form 10-K for the fiscal year eshdiday 31, 2010 that have had a significant impacbor consolidated financial
statements or notes thereto.

Certain prior year balances have been reclasgifiednform to the current year's presentation. Sechassifications did not affect total
revenues, operating income or net income.

Acquisition Related and Other Expenses

Acquisition related and other expenses consiseadgnnel related costs for transitional and certtier employees, stock-based
compensation expenses, integration related profesisservices, certain business combination adgistenafter the measurement periods |
ended, and certain other operating expenses, toek-Based compensation included in acquisitioateel and other expenses resulted from
unvested options and restricted stock-based avessismed from acquisitions whereby vesting was aceld upon termination of the
employees pursuant to the original terms of thqge®ns and restricted stock-based awards.

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

(in millions) 2010 2009 2010 2009
Transitional and other employee related ¢ $ 28 $ 2 $ 77 $ 5
Stocl-based compensatic 5 — 6 —
Professional fees and other, 31 4 59 7
Business combination adjustments, 17 4 (12 4

Total acquisition related and other exper $ 47 $ 10 $ 13C $ 16
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2010
(Unaudited)

Non-Operating Income, net

Non-operating income, net consists primarily of insti@come, net foreign currency gains (losses)ntirecontrolling interests in the net
profits of our majority-owned subsidiaries (OraEieancial Services Software Limited and Oracle ©cafion Japan), and net other income
(losses), including net realized gains and losskedad to all of our investments and net unrealgaids and losses related to the small portion
of our investment portfolio that we classify agire.

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

(in millions) 2010 2009 2010 2009
Interest incom $ 39 $ 30 $ 73 $ 65
Foreign currency gains (losses), 33 2 82 (20
Noncontrolling interests in incon (22 (16) 47 (40
Other income, ne 40 21 57 30

Total nor-operating income, nt $ 90 $ 33 $ 16t $ 35

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 were reflected incaCorporation stockholders’ equity, net
unrealized gains and losses related to definedfib@tens and net unrealized gains and losses ghatable debt and equity securities that we
classify as available-for-sale. The following tabdts forth the calculation of comprehensive income

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

(in millions) 2010 2009 2010 2009
Net income $1,87( $1,45¢ $ 3,228 $ 2,58
Foreign currency translation gains, 16C 22t 31C 27¢€
Unrealized gains on defined benefit plans, — — 2 —
Unrealized losses on derivative financial instrutagnet — (25) — (32)
Unrealized gains on marketable securities, 11 — 11 —

Comprehensive incon $2,041] $1,65¢ $ 3,54¢€ $2,82i

Recent Accounting Pronouncements

Performing Step 2 of the Goodwill Impairment Test:  In December 2010, the Financial Accounting 8éads Board (FASB) issued
Accounting Standards Update No. 2010-28)en to Perform Step 2 of the Goodwill ImpairmezgtTor Reporting Units with Zero or
Negative Carrying Amounts (Topic 3—Intangibles—Goodwill and OthéASU 2010-28). ASU 2010-28 amends the criterigpirforming
Step 2 of the goodwill impairment test for repagtimits with zero or negative carrying amounts agiires performing Step 2 if qualitative
factors indicate that it is more likely than noatla goodwill impairment exists. We will adopt A201028 in fiscal 2012 and any impairmu
to be recorded upon adoption will be recognizedraadjustment to our beginning retained earningsavé currently evaluating the impac
the pending adoption of ASU 2010-28 on our considid financial statements.

5
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2010
(Unaudited)

Disclosure Requirements Related to Financing Receivables:  In July 2010, the FASB issued Accounting Standalpgdate No. 2010-20,
Disclosures about the Credit Quality of Financingdgivables and the Allowance for Credit Losses ifT8p0—ReceivablefASU 2010-
20). ASU 2010-20 enhances the disclosure requiremeiotgt éhe credit quality and related allowances fedd losses of financing
receivables. We will adopt ASU 2010-20 in our thiuhrter of fiscal 2011, except for certain of piievisions of this update that will be
effective in our fourth quarter of fiscal 2011. \&iee currently evaluating the impact of the pendidgption of ASU 2010-20 on our
consolidated financial statements.

Milestone Method of Revenue Recognition:  In April 2010, the FASB issued Accounting Stards Update No. 2010-1Revenue
Recognitio—Milestone Method (Topic 605) —Revenue Recogr(ifisiy 2010-17). ASU 2010-17 provides guidance oriniied the
milestone and determining when the use of the toitesmethod of revenue recognition for researate@elopment transactions is
appropriate. It provides criteria for evaluatinghé milestone is substantive and clarifies thatrmdor can recognize consideration that is
contingent upon achievement of a milestone as revénthe period in which the milestone is achigvithe milestone meets all the criteria
to be considered substantive. ASU 2010-17 is effedbr us in our first quarter of fiscal 2012 ashibuld be applied prospectively. Early
adoption is permitted. If we were to adopt ASU 2a10prior to the first quarter of fiscal 2012, waishapply it retrospectively to the
beginning of the fiscal year of adoption and toiratiérim periods presented. We are currently evadgahe impact of the pending adoption of
ASU 2010-17 on our consolidated financial statesent

Disclosure Requirements Related to Fair Value Measurements:  In January 2010, the FASB issued Accounting Stadsldipdate

No. 201(-06, Improving Disclosures about Fair Value Measureméimtspic 820)— Fair Value Measurements and Disclosu(d$SU 2010-
06), to add additional disclosures about the diffi¢cclasses of assets and liabilities measureairatdlue, the valuation techniques and inputs
used, and the activity in Level 3 fair value measunts (as defined in Note 3 below). Certain piowis of this update will be effective for us
in fiscal 2012 and we are currently evaluatingithpact of the pending adoption of ASU 2010-06 ona@nsolidated financial statements.

2. ACQUISITIONS
Fiscal 2011 Acquisitions

In the second quarter of fiscal 2011, we agreexttuire Art Technology Group, Inc. (ATG), a providd eCommerce software and related
on demand commerce optimization applications, anthin other technology and development assetgproximately $1.1 billion in cash.
Our acquisition of ATG is expected to close in third quarter of fiscal 2011 but remains subjeateaain customary closing conditions.

In the first quarter of fiscal 2011, we completed acquisition of Phase Forward Incorporated (PlRaseard), a provider of applications for
life sciences companies and healthcare provideeshve included the financial results of Phase Bohin our consolidated financial
statements from the date of acquisition. The fateliminary purchase price for Phase Forward wasagimately $736 million, which
consisted of approximately $735 million in cash &idmillion for the fair value of restricted stoblesed awards assumed. In allocating the
total preliminary purchase price for Phase Forvizased on estimated fair values, we preliminarigorded $351 million of goodwill, $370
million of identifiable intangible assets, $20 nwh of in-process research and development andifibmf net tangible liabilities (resulting
primarily from deferred tax liabilities assumedaagart of this transaction).

During the first half of fiscal 2011, we acquiregr@in other companies and purchased certain témgmand development assets to expand
our products and services offerings. These acguisitvere not significant individually or in thegaggate. We have included the financial
results of these companies in our consolidatedteeBom their respective acquisition dates.

6
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2010
(Unaudited)

The preliminary purchase price allocations for asitjons completed during the first half of fis@011 were based upon preliminary
calculations and valuations and our estimates asdmaptions for each of these acquisitions are stitjechange as we obtain additional
information for our estimates during the respecthaasurement periods (up to one year from the sitiqui date). The primary areas of those
preliminary purchase price allocations that areystifinalized relate to certain tangible assets l&abilities acquired, identifiable intangible
assets, certain legal matters, income and non-iadmmsed taxes and residual goodwill.

Fiscal 2010 Acquisitions
Acquisition of Sun Microsystems, Inc.

On January 26, 2010 we completed our acquisitioBunf, a provider of hardware systems, softwaresandces, by means of a merger of
of our wholly owned subsidiaries with and into Swrch that Sun became a wholly owned subsidiaryratl®. We acquired Sun to, among
other things, expand our product offerings by agddin’s existing hardware systems business andlenirsg our software and services
offerings. We have included the financial resuft§on in our consolidated financial statements ftbendate of acquisition. For the first half
of fiscal 2011, Sun contributed $454 million to dotal software revenues and $3.5 billion to otaltbardware systems revenues. Other
revenue and earnings contributions from Sun wetes@garately identifiable due to our integratiotivdties.

The total purchase price for Sun was $7.3 billidnialv consisted of $7.2 billion in cash paid to a@ogthe outstanding common stock of Sun
and $99 million for the fair value of stock optiogsd restricted-stock based awards assumed. leasitig the purchase price based on
estimated fair values, we preliminarily recordegrapimately $1.3 billion of goodwill, $3.3 billioof identifiable intangible assets, $415
million of in-process research and development&hd billion of net tangible assets. The prelimynalfocation of the purchase price was
based upon a preliminary valuation and our estisnatel assumptions are subject to change withimdresurement period. The primary areas
of the preliminary purchase price allocation that ot yet finalized relate to the fair values eftain tangible assets and liabilities acquired,
certain legal matters, income and non-income btesaxs and residual goodwill. We expect to contittuebtain information to assist us in
finalizing these preliminary valuations during theasurement period.

Other Fiscal 2010 Acquisitions

During fiscal 2010, we acquired certain other conigsand purchased certain technology and develaipassets to expand our product and
services offerings. These acquisitions were natiggnt individually or in the aggregate. We haweluded the financial results of these
companies in our consolidated results from theipeetive acquisition dates. The preliminary pureharice allocations for certain of these
acquisitions were based upon a preliminary valuagiod our estimates and assumptions for certaimeske acquisitions are subject to change
as we obtain additional information for our estigsatiuring the respective measurement periods. filmagy areas of those purchase price
allocations that are not yet finalized relate tdaie legal matters, income and non-income baseasstand residual goodwill.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information ie tlable below summarizes the combined results efatipns for Oracle, Sun, Phase
Forward and certain other companies that we aodjgirece the beginning of fiscal 2010 (which werbemively significant for the purposes
of unaudited pro forma financial information dissloe) as though the companies were combined & difdtginning of fiscal 2010. The pro
forma financial information for all periods preseditalso includes the business combination accayeffiects resulting from these
acquisitions including our amortization chargesrfracquired intangible assets (certain of whichpaedéiminary), the elimination of certain

7
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2010
(Unaudited)

goodwill and intangible asset impairment chargesiired by Sun, stock-based compensation chargesfasted stock options and restricted
stock-based awards assumed, adjustments to inexeshse for certain borrowings and the relatectfects as though the aforementioned
companies were combined as of the beginning o&lfi2810. The pro forma financial information asgemated below is for informational
purposes only and is not indicative of the resofitsperations that would have been achieved ibttguisitions and any borrowings
undertaken to finance these acquisitions had tpkere at the beginning of fiscal 2010.

The unaudited pro forma financial information fbe three and six months ended November 30, 201®icexh the historical results of Ora
for the three and six months ended November 300,20& adjusted historical results of Phase Ford@rthe three months ended June 30,
2010 (due to differences in reporting periods amkaering the date we acquired Phase Forward)treneffects of the pro forma
adjustments listed above.

The unaudited pro forma financial information fbe three and six months ended November 30, 200®ioech the historical results of Ora
for the three and six months ended November 309,20@ historical results of Phase Forward forttiree and six months ended

September 30, 2009 (due to differences in repogaripds), the adjusted historical results of Santlie three and six months ended
September 27, 2009 (due to differences in repogaripds) and the adjusted historical results &tain other companies that we acquired
since the beginning of fiscal 2010 based upon tiesipective previous reporting periods, the ddtasthese companies were acquired by us,
and the effects of the pro forma adjustments listaolve.

Three Months Ended Six Months Ended
November 30, November 30,
(in millions, except per share data) 2010 2009 2010 2009
Total revenue $ 8,58 $8,14¢ $16,13( $15,89¢
Net income $1,87( $ 1,261 $ 3,213 $ 2,15¢
Basic earnings per she $ 0.37 $ 0.2F $ 0.64 $ 0.4
Diluted earnings per sha $ 0.37 $ 0.2¢F $ 0.6 $ 0.4

3. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordante tive guidance provided by the FASB’s Accountitgn8lards Codification (ASC) 820,
Fair Value Measurements and Disclosu. ASC 820 defines fair value as the price that wdad received from selling an asset or paid to
transfer a liability in an orderly transaction betm market participants at the measurement daten\Wétermining the fair value
measurements for assets and liabilities requirdmbtaecorded at their fair values, we consideptimecipal or most advantageous market in
which we would transact and consider assumpticaisnitarket participants would use when pricing th&ets or liabilities, such as inherent
risk, transfer restrictions, and risk of nonperfanoe.

ASC 820 establishes a fair value hierarchy thatireg an entity to maximize the use of observaigeiis and minimize the use of
unobservable inputs when measuring fair value. ggegs or liability’s categorization within the faialue hierarchy is based upon the lowest
level of input that is significant to the fair valuneasurement. ASC 820 establishes three leveipuats that may be used to measure fair
value:

e Level 1: quoted prices in active markets foniitzl assets or liabilitie:

» Level 2: inputs other than Level 1 that are obeile, either directly or indirectly, such as qabprices in active markets for similar
assets or liabilities, quoted prices for identimasimilar assets or liabilities in markets that apt active, or other inputs that are
observable or can be corroborated by observablkendata for substantially the full term of theetssor liabilities; ol

» Level 3: unobservable inputs that are suppdsielittle or no market activity and that are sigedint to the fair values of the assets
or liabilities.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
November 30, 2010
(Unaudited)

Assets Measured at Fair Value on a Recurring Basis

Our assets measured at fair value on a recurrisig bexcluding accrued interest components, catsist the following types of instruments
(Level 1 and 2 inputs are defined above):

November 30, 2010 May 31, 2010
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 $ 93% $ — $ 93k 3 2,42% $ —  $ 242
U.S. Treasury, U.S. government and U.S. governmagency debt securiti¢ 3,75¢ — 3,75¢ 3,01( — 3,01(
Commercial paper debt securit — 10,037 10,031 — 3,37¢ 3,37¢
Corporate debt securities and ot 82 2,707 2,78¢ — 2,25¢ 2,25¢
Derivative financial instrument — 79 79 — 33 33
Total asset $ 4,770 $ 12,82: $ 17,59: $ 5,43 $ 5,667 $ 11,10(

Our valuation techniques used to measure the &hireg of our money market funds, U.S. Treasury, goSernment and U.S. government
agency debt securities and certain other marketsderities, that were classified as Level 1 inttiie above, were derived from quoted
market prices as substantially all of these insami® have maturity dates (if any) within one yeant our date of purchase and active mat
for these instruments exist. Our valuation techegused to measure the fair values of all othémuineents listed in the table above, generally
all of which mature within one year and the coupdeties to which have high credit ratings, werewget from the following: non-binding
market consensus prices that are corroborated $greéble market data, quoted market prices fodairristruments, or pricing models, such
as discounted cash flow techniques, with all sigaift inputs derived from or corroborated by obabte market data. Our discounted cash
flow techniques used observable market inputs agdiBOR-based yield curves, among others.

Our cash and cash equivalents, marketable secusiti¢ derivative financial instruments are recogphiand measured at fair value in our
condensed consolidated financial statements. Baiséle trading prices of our $17.0 billion and $lHillion of borrowings, which consisted
of senior notes that were outstanding at NovemBeRB310 and senior notes and commercial paper tludésvere outstanding as of May 31,
2010 and the interest rates we could obtain foerblorrowings with similar terms at those dates,aktimated fair values of our borrowing
November 30, 2010 and May 31, 2010 were $18.6hilind $15.9 billion, respectivel

4. INVENTORIES
Inventories consisted of the following:

November 30 May 31,
(in millions) 2010 2010
Raw materials $ 91 $ 95
Work-in-process 46 43
Finished good 99 121
Total $ 23€ $ 25¢
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5. INTANGIBLE ASSETS AND GOODWILL

The changes in intangible assets for fiscal 20Hltha net book values of intangible assets at Nd®e&z80, 2010 and May 31, 2010 were as
follows:

Intangible Assets, Gross Accumulated Amortization Intangible Assets, Net szgrzgf
May 31, November 30 May 31, November 30 May 31, November 30 Useful
(Dollars in millions) 2010 Additions 2010 2010 Expense 2010 2010 2010 Life
Software support agreements and related relatipp  $ 5,07¢ $ 1  $ 508¢ $(2,17) $ (282 $ (2457 $ 290 $ 2,63z 9 year.
Hardware systems support agreements and related
relationships 75¢ — 75¢ (29) (59 (89) 73C 671 7 year:
Developed technolog 5,33¢ 423 5,761 (2,73¢) (490) (3,22€¢) 2,60z 2,53t 5 year:
Core technolog' 2,111 20 2,131 (964) (15€) (1,127 1,147 1,00¢ 5 year:
Customer relationshig 1,76t 213 1,97¢ (554) (194) (74€) 1,211 1,23( 7 year:
Trademarks 504 13 517 (161) (34) (195) 342 322 7 year:
Total intangible assets subject to amortiza 15,55¢ 68C 16,23t (6,619 (1,219 (7,83€) 8,93¢ 8,39¢
In-process research and developn 38t (258) 127 — — — 38t 127 N.A.
Total intangible assets, n $1594( $ 422 % 16,36: $(6,619 $ (1,21) $ (7,83¢) $ 9,321 $ 8,52¢

Total amortization expense related to our intargddsets was $614 million and $1.2 billion fortfivee and six months ended November 30,
2010, respectively and $436 million and $867 millfor the three and six months ended November @09 2respectively. As of
November 30, 2010, estimated future amortizatiqreases related to intangible assets were as foliowsillions):

Remainder of Fiscal 201 $ 1,17¢
Fiscal 201z 2,157
Fiscal 201% 1,78¢
Fiscal 201¢ 1,44¢
Fiscal 201t 1,06t
Fiscal 201¢€ 57&
Thereatftel 19C

Total intangible assets subject to amortiza 8,39¢
In-process research and developn 127

Total intangible assets, n $ 8,52¢

The changes in the carrying amount of goodwill,akhis generally not deductible for tax purposespiar software business operating
segments, our hardware support operating segmdrawarservices business for the six months endegiber 30, 2010 were as follows:

Software
License
New Updates anc Hardware
Software Product Systems
(in_millions) Licenses Support Support Services Total
Balances as of May 31, 20 $5,99¢ $ 11,80: $ 928 $1,70¢ $20,42¢
Goodwill from acquisition: 40¢ 36 — 2 44¢€
Goodwill adjustment® 2 (@) 20 1 18
Balances as of November 30, 2( $6,401 $ 11,83% $ 94: $1,70¢ $20,88¢

@ pursuant to our business combinations accountifigypave record goodwill adjustments for the effeatgoodwill of changes to net assets acquirechdutie measurement period
(up to one year from the date of an acquisitiorgo@will adjustments were not significant to ourpoeisly reported operating results or financialifios.
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6. NOTES PAYABLE AND OTHER BORROWINGS
Senior Notes

In July 2010, we issued $3.25 billion of fixed ratnior notes comprised of $1.0 billion of 3.8758tes due July 2020 (2020 Notes) and
$2.25 billion of 5.375% notes due July 2040 (2040€s, and together with the 2020 Notes, the Séites). We issued the Senior Notes in
order to repay indebtedness, including repaymentio.00% senior notes that are due January 2kPL25 billion principal amount
outstanding as of November 30, 2010), for genevglarate purposes, for future acquisitions andréiepto replenish cash used to repay $1.0
billion of floating rate senior notes that maturedvay 2010. As part of the offering of these SemNotes, we entered into a registration ri¢
agreement with the initial purchasers for the bieéthe holders of the Senior Notes in which vgeesed that we will file with the SEC a
registration statement with respect to senior niotestical in all material respects to the Seniotd$ within fourteen months after the issue
date of the Senior Notes and use commercially redse efforts to cause the registration statentebetdeclared effective under the U.S.
Securities Act of 1933, as amended. If we fail@éofprm our registration obligations, holders of 8enior Notes will be entitled to additional
payments based upon an additional interest raie26f6 per year that will accrue and be payableotddrs of the Senior Notes generally fr
the date of the registration default. Upon the aira registration default, the interest rate an$enior Notes will be reduced to the original
interest rate.

The effective interest yields of the 2020 Notes 2040 Notes at November 30, 2010 were 3.90% arisd/k.despectively. Interest on the
Senior Notes is payable semi-annually. All of tlemi®r Notes may be redeemed at any time, subjgmyment of a make-whole premium.
The Senior Notes rank pari passu with any othezswae may issue in the future pursuant to our camialgoaper program (See Note 8 of
Notes to Consolidated Financial Statements includexdr fiscal 2010 Annual Report on Form-K for further information on our
commercial paper program) and all existing andrigenior indebtedness of Oracle Corporation. ¥iteng and future liabilities of the
subsidiaries of Oracle Corporation are effectiwadpior to the Senior Notes and any of our commigpeiger notes. We were in compliance
with all debt-related covenants at November 3002GUuture principal payments for all of our borragsé at November 30, 2010 were as
follows (in millions):

Remainder of Fiscal 201 $ 2,25(
Fiscal 201z —
Fiscal 201z 1,25(
Fiscal 201¢ —
Fiscal 201¢ 1,50(C
Fiscal 201¢ 2,00
Thereaftel 10,00¢(

Total $ 17,00(

There have been no other significant changes imotas payable or other borrowing arrangementsatbat disclosed in our Annual Report
on Form 10-K for the fiscal year ended May 31, 2010

7. RESTRUCTURING ACTIVITIES

Sun Restructuring Plan

During the third quarter of fiscal 2010, our marmagat approved, committed to and initiated a plarestructure our operations due to our
acquisition of Sun (the Sun Restructuring Plam)riher to improve the cost efficiencies in our mergperations. Our management
subsequently amended the Sun Restructuring Plaflézt additional actions that we expect to takartprove the cost efficiencies in our
merged operations. The total estimated restruguodsts associated with the Sun Restructuring &ler$1.1 billion consisting primarily
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of employee severance expenses, abandoned facdligations and contract termination costs. Estructuring costs will be recorded to
restructuring expense line item within our consatiédl statements of operations as they are recaii¢e recorded $270 million of
restructuring expenses in connection with the Sestfcturing Plan in the first half of fiscal 204dd we expect to incur the majority of the
approximately $485 million of remaining expensesspant to the Sun Restructuring Plan through fi26aP. Any changes to the estimate
executing the Sun Restructuring Plan will be rééddn our future results of operations.

Summary of All Plans

Six Months Ended November 30, 2010 Total Total
Accrued Accrued Costs Expectec
May 31, Initial Adj. to Cash November 30 Accrued Program
(in millions) 201002 Costs®) Cost @ Payments Others ) 201002 to Date Costs
Sun Restructuring Plan
New software license $ 5 $ 50 $ — $ (23 $ — $ 32 $ 56 $ 88
Software license updates and product sug 3 18 — (11) — 10 24 89
Hardware systems busine 42 25 — (59) 1 9 86 98
Services 8 44 — a7) — 35 55 152
General and administrative and ot/(1) 29 132 — (62) (4) 97 391 67C
Total Sun Restructurin $ 87 $ 27C $ — $ @17y $ (3) $ 182 $ 61z $ 1,097
Total other restructuring plai $  45¢ $ 47 $ 9 $ (156 $ 17 $ 35€
Total restructuring plans (6) $ 546 $ 317 $ 9 $ (329 $ 14 $ 541

(@) other includes severance costs related to operagigments that were not individually or collectysignificant, facilities related restructuring exses and contract termination cc

@ Accrued restructuring for our most significant rasturing plans at November 30, 2010 and May 3102@as $541 million and $546 million, respectiveljre balances at
November 30, 2010 and May 31, 2010 include $308aniand $290 million recorded in other currenbllaies, respectively, and $238 million and $258lion recorded in othe
nor-current liabilities, respectivel

©) Initial costs recorded for the respective restrunguplans.

@ Al plan adjustments are changes in estimates viyes# increases in costs are generally recordexpévating expenses in the period of adjustmerit déicreases in the costs of our
Oracle-based plans and the Sun Restructuring Rliang becorded to operating expenses and decreasests of our acquisition related plans adoptéat po fiscal 2010 recorded as
adjustments to goodwil

®) Represents foreign currency translation and ottprsements
O] Restructuring plans included in this footnote repre those plans that management has deemed thaigraficant.

8. DEFERRED REVENUES
Deferred revenues consisted of the following:

November 30 May 31,

(in millions) 2010 2010
Software license updates and product suf. $ 4,48t $ 4,61¢
Hardware systems supp 53¢ 537
Services 37¢ 37€
New software license 32t 33C
Hardware systems produ 18 39
Deferred revenues, curre 5,74: 5,90(
Deferred revenues, n-current (in other nc-current liabilities) 353 38¢
Total deferred revenue $ 6,09t $ 6,28¢
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Deferred software license updates and product suppeenues and deferred hardware systems supp@nues represent customer payments
made in advance for support contracts that aredjlgibilled on a per annum basis in advance watliesponding revenues being recognized
ratably over the support periods. Deferred servieesnues include prepayments for consulting, Om&red and education services. Revenue
for these services is recognized as the servieepaaformed. Deferred new software license revetypesally result from undelivered

products or specified enhancements, customer #pacifeptance provisions, time based arrangemadtsaftware license transactions that
cannot be segmented from consulting or other sesvideferred hardware systems products revenuesliypresult from sales to customers,
including channel partners and resellers, whereme® recognition criteria have not been met, ti@imas involving customer specific
acceptance provisions and transactions that cdmnse¢gmented from consulting or other serviceshtha yet to be delivered.

In connection with the purchase price allocatialated to our acquisitions, we have estimateddhes/éilues of the software license updates
and product support obligations and hardware systmport obligations assumed from our acquiredpearies. We have estimated the fair
values of the support obligations assumed usirgsatwild-up approach. The cost build-up approastkrghines fair value by estimating the
costs relating to fulfilling the obligations plusiarmal profit margin. The sum of the costs andrafeg profit approximates, in theory, the
amount that we would be required to pay a thirdyptar assume the acquired support obligations. tauakally all of the fair value adjustmel
recorded for support obligations assumed reducsdfterare license updates and product support antirare systems support deferred
revenue balances that we record as liabilitiesadswl reduce the resulting revenues that we recegnier the support contract term of the
acquired contracts during the post-combinationquisri

9. DERIVATIVE FINANCIAL INSTRUMENTS
Interest Rate Swap Agreements
Fair Value Hedges

In September 2009, we entered into interest rapagreements that have the economic effect offgindithe fixed interest obligations
associated with our 3.75% senior notes due July 22014 Notes) so that the interest payable orethetes effectively became variable
based on LIBOR. The critical terms of the interas¢ swap agreements and the 2014 Notes matchdinglthe notional amounts and
maturity dates. Accordingly, we have designatedel®mvap agreements as qualifying hedging instrsramt are accounting for them as fair
value hedges pursuant to ASC 8Deyrivatives and HedgingThese transactions are characterized as faievadges for financial account
purposes because they protect us against changesfair value of our fixed rate borrowings dudtmchmark interest rate movements. The
changes in fair values of these interest rate sagapements are recognized as interest expense aoosolidated statements of operations
with the corresponding amounts included in otheetsor other non-current liabilities in our coidated balance sheets. The amount of net
gain (loss) attributable to the risk being hedgerktognized as interest expense in our consafidatement of operations with the
corresponding amount included in notes payableotimer non-current borrowings. The periodic intesettlements, which occur at the same
interval as the 2014 Notes, are recorded as intergense.

We do not use any interest rate swap agreementsafting purposes.

Cash Flow Hedges

In relation to the variable interest obligations@sated with our floating rate senior notes thatexdue and repaid in May 2010 (Floating |
Notes), we had entered into certain variable tediinterest rate swap agreements to manage theragoaffects of the variable intere
obligations and designated these agreements a$yiquptash flow hedges. Upon repayment of the fihgaRate Notes in May 2010, we
settled the interest rate swap agreements assbeidtethe Floating Rate Notes and no other arrareggs were outstanding as of
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November 30, 2010. Accordingly, in the tables belaw have only provided information from prior mats related to these cash flow hed

Net Investment Hedges

Periodically, we hedge net assets of certain ofirtternational subsidiaries using foreign currefaryvard contracts to offset the translation
and economic exposures related to our foreign nayrbased investments in these subsidiaries. Ttm#eacts have been designated as net
investment hedges pursuant to ASC 815. We entatedhiese net investment hedges for the majorifisoél 2010. We suspended this
program during our fourth quarter of fiscal 201@aas of November 30, 2010, we have no contradisi®hature outstanding. Accordingly,
in the tables below, we have only provided inforimrafrom prior periods related to these net invesihhedges.

Foreign Currency Forward Contracts Not Designated a Hedges

We transact business in various foreign curreraigshave established a program that primarilyzetiforeign currency forward contracts to
offset the risks associated with the effects ofaterforeign currency exposures. Under this prograumn strategy is to enter into foreign
currency forward contracts so that increases aredses in our foreign currency exposures are dffsgains or losses on the foreign curre
forward contracts in order to mitigate the riskd &nlatility associated with our foreign currencgrtsactions. We may suspend this program
from time to time and did so during the fourth geaof fiscal 2010 until resuming the program ie #econd quarter of fiscal 2011. Our
foreign currency exposures typically arise froneiabmpany sublicense fees, intercompany loans el mtercompany transactions that are
expected to be cash settled in the near term. @aigh currency forward contracts are generallytsteom in duration. Our ultimate realized
gain or loss with respect to currency fluctuatianils generally depend on the size and type of crmssency exposures that we enter into, the
currency exchange rates associated with these @bgmand changes in those rates, the net realimbdraealized gains or losses on foreign
currency forward contracts to offset these expasaral other factors.

We neither use these foreign currency forward emtsrfor trading purposes nor do we designate ttoeserd contracts as hedging
instruments pursuant to ASC 815. Accordingly, waord the fair values of these contracts as of titeaf our reporting period to our
consolidated balance sheet with changes in fairegatecorded to our consolidated statement of tpesa The balance sheet classificatior
the fair values of these forward contracts is pigepapenses and other current assets for unreajaied and other current liabilities for
unrealized losses. The statement of operationsifitagion for changes in fair values of these fard/contracts is non-operating income, net,
for both realized and unrealized gains and losses.

As of November 30, 2010, the notional amounts effttward contracts we held to purchase U.S. Dollaexchange for other major
international currencies were $1.6 billion, theioial amounts of forward contracts we held to e8. Dollars in exchange for other major
international currencies were $153 million, andbéional amounts of the foreign currency forwaodtcacts we held to purchase Euros in
exchange for other major international currenciese287 million (approximately $384 million). The natrealized losses of our outstanc
foreign currency forward contracts were nominadavember 30, 2010. As of May 31, 2010, we had ainahamount of foreign currency
forward contracts outstanding.

The effects of derivative instruments on our corsgeinconsolidated financial statements were aswslks of or for each of the respective
periods presented below (amounts presented exalygl@ncome tax effects):

Fair Value of Derivative Instruments in Condensed ©nsolidated Balance Sheets

November 30, 2010 May 31, 2010
(in millions) Balance Sheet Location Fair Value Balance Sheet Location Fair Value
Interest rate swap agreements designated as fai hadge: Other asset $ 79 Other asset $ 33
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Effects of Derivative Instruments on Income and Otkr Comprehensive Income (OCI)

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

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

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

Three Months Six Months Three Months Six Months Three Months Six Months
Ended Ended Ended Ended Ended Ended
November 30 November 30 November 30 November 30 November 30 November 30
(in millions) 2009 2009 2009 2009 2009 2009
Cash flow hedges:
Interest
Interest rate swa $ 9 $ 7 expense  $ (11) $ (20) Not applicabll  $ — $ —
Net investment hedges:
Non-operating
Foreign currency forward income,
contract (49) $ (60) Not applicabl  $ — $ — net $ — $ 1
Location and Amount of Gain (Loss) on
Location and Amount of Gain (Loss) Hedged Item Recognized in Income
Recognized in Income on Derivative Attributable to Risk Being Hedged
Three Months
Three Months Six Month Six Months
Ended DI(Endoen(; s Ended Ended
November 30 November 30 November 30 November 30
(in millions) 2010 2010 2010 2010
Fair value hedges:
Interest rate swar Interest expen:  $ — $ 46 Interest expen:  $ — $ (46)

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

Location and Amount of Gain (Loss) on
Hedged Item Recognized in Income
Attributable to Risk Being Hedged

Three Months

Three Months

. Six Months
Six Months Ended Ended
Ended Ended November 30 November 30
November 30 November 30
(in millions) 2009 2009 2009 2009
Fair value hedges:
Interest rate swar Interest expen:  $ 27 $ 27 Interest expen:  $ (27 $ 27)
Location and Amount of Gain (Loss)
Recognized in Income on Derivative
Three Months Six Months
Ended Ended
November 30, November 30
(in millions) 2010 2010
Derivatives not designated as hedges:
Foreign currency forward contrac Non-operating income, n $ ®) $ ®)
Location and Amount of Gain (Loss)
Recognized in Income on Derivative
Three Months Six Months
Ended Ended
November 30 November 30
(in millions) 2009 2009
Derivatives not designated as hedges:
Foreign currency forward contrac Non-operating income, n $ (34) $ (63)
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10. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program $otiouepurchase shares of our common stock. Orb@cgd, 2008, we announced that
Board of Directors approved the expansion of opurehase program by $8.0 billion and as of Noven39e2010, approximately $4.8 billis
was available for share repurchases pursuant tstock repurchase program. We repurchased 20.@mdhares for $500 million during the
six months ended November 30, 2010 (including GlBam shares for $8 million that were repurchased not settled) and 23.0 million
shares for $492 million during the six months enNedember 30, 2009 (including 0.4 million shares$#8 million that were repurchased but
not settled) under the applicable repurchase progjra

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitstotill depend on factors such as our
working capital needs, our cash requirements fquiitions and dividend payments, our debt repayrobligations or repurchase of our
debt, our stock price, and economic and marketitiond. Our stock repurchases may be effected tiora to time through open market
purchases or pursuant to a Rule 10b5-1 plan. @ak sepurchase program may be accelerated, sugheathelayed or discontinued at any
time.

Dividends on Common Stock

During the first six months of fiscal 2011, our Boa@f Directors declared cash dividends of $0.110share of our outstanding common stock,
which we paid during the same period.

In December 2010, our Board of Directors declargdarterly cash dividend of $0.05 per share oftantting common stock payable on
February 9, 2011 to stockholders of record as@ftthse of business on January 19, 2011. Fututardéons of dividends and the
establishment of future record and payment dateswaject to the final determination of our Boaf®dwectors.

Amended Stock Option Plan

During the second quarter of fiscal 2011, our shaddters, upon the recommendation of our Board oé@ors, approved the adoption of the
Amended and Restated 2000 Long-Term Equity IncerRian (the 2000 Stock Plan). The amended 200k $lan extends the termination
date of the plan by ten years and increased thdeuof authorized shares of stock that may be déssueler the 2000 Stock Plan by
388,313,015 shares.

Stock-Based Compensation Expense and Valuation ofvards
Stock-based compensation is included in the folhmwoperating expense line items in our condensaddinlated statements of operations:

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

(in millions) 2010 2009 2010 2009
Sales and marketir $ 19 $ 20 $ 42 $ 36
Software license updates and product sug 3 4 8 8
Hardware systems produ 1 — 2 —
Hardware systems supp 1 — 2 —
Services 4 3 8 6
Research and developmt 55 44 114 76
General and administratiy 36 33 72 62
Acquisition related and otht 5 — 6 —

Total stocl-based compensatic $ 124 $ 104 $ 254 $ 18¢
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We estimate the fair value of our share-based patsnesing the Black-Scholes-Merton option-pricingdal, which was developed for use in
estimating the fair value of traded options thatehao vesting restrictions and are fully transfé&a®ption valuation models, including the
Black-Scholes-Merton option-pricing model, requine input of assumptions, including stock priceatitity. Changes in the input
assumptions can materially affect the fair valu@estes and ultimately how much we recognize askshased compensation expense. The
fair values of our stock options were estimatethatdate of grant or date of acquisition for opti@ssumed in a business combination. The
weighted average input assumptions used and megdittir values were as follows for the three axdnsdbnths ended November 30, 2010 and
2009:

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
Expected life (in years 5.1 4.7 5.1 5.3
Risk-free interest rat 1.5% 2.5% 1.8% 2.5%
Volatility 31% 32% 33% 32%
Dividend yield 0.8% 0.9% 0.9% 1.0%
Weighte-average fair value per she $ 6.72 $ 6.0¢€ $ 6.4C $ 6.3

The expected life input is based on historical eiserpatterns and post-vesting termination behatherriskfree interest rate input is basec
U.S. Treasury instruments, the annualized dividgaldl input is based on the per share dividendated by our Board of Directors and the
volatility input is calculated based on the impliegatility of our longest-term, traded options.

11. INCOME TAXES

The effective tax rate for the periods presentdtiésesult of the mix of income earned in varitasjurisdictions that apply a broad range of
income tax rates. Our provision for income taxdfeds from the tax computed at the U.S. federdustay income tax rate due primarily to
state taxes and earnings considered as indefimagelyested in foreign operations. Our effectiverate was 29.3% and 27.4% for the three
and six months ended November 30, 2010, respegiivel 27.9% and 28.0% for the three and six moatioled November 30, 2009,
respectively.

Our net deferred tax assets were $2.0 billion ané 8illion as of November 30, 2010 and May 31,@0&spectively. We believe it is more
likely than not that the net deferred tax asselsbwirealized in the foreseeable future. Real@matf our net deferred tax assets is dependent
upon our generation of sufficient taxable incoméuiire years in appropriate tax jurisdictions baain benefit from the reversal of temporary
differences, net operating loss carryforwards, tanctredit carryforwards. The amount of net defétex assets considered realizable is
subject to adjustment in future periods if estirmaikfuture taxable income change.

Domestically, U.S. federal and state taxing autlesriare currently examining income tax return®wdcle and various acquired entities for
years through fiscal 2009. Our U.S. federal anth wbme exceptions, our state income tax returms haen examined for all years priol
fiscal 2000, and we are no longer subject to dodithose periods.

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

We believe that we have adequately provided forraagonably foreseeable outcomes related to owrudits and that any settlement will not
have a material adverse effect on our consolidi@e@dcial position or results of operations. Howe\kere can be no assurances as to the
possible outcomes.
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We previously negotiated three successive unilafaaance Pricing Agreements with the U.S. IntefRavenue Service (IRS) that cover
many of our intercompany transfer pricing issues reclude the IRS from making a transfer pricidustment within the scope of these
agreements. These agreements are effective fat fisars through May 31, 2006. We have submittetiedRS a request for renewal of this
Advance Pricing Agreement for the years ending [8hy2007 through May 31, 2011. However, these agee¢s do not cover all elements
our transfer pricing and do not bind tax authositieitside the United States. We have finalizedbilageral Advance Pricing Agreement,
which was effective for the years ending May 3102¢hrough May 31, 2006 and we have submitted ewahfor the years ending May 31,
2007 through May 31, 2011. There can be no guagahte such negotiations will result in an agreetmene additional bilateral agreement
covers the period from June 1, 2001 through Jan2&r2008.

12. SEGMENT INFORMATION

ASC 280,Segment Reportingestablishes standards for reporting informatiooua operating segments. Operating segments areededs
components of an enterprise about which separsedial information is available that is evaluategularly by the chief operating decision
maker, or decision making group, in deciding howaltocate resources and in assessing performansechief operating decision maker is
our Chief Executive Officer. We are organized gaptically and by line of business. While our Clizgkcutive Officer evaluates results in a
number of different ways, the line of business ngamaent structure is the primary basis for whichathgcation of resources and financial
results are assessed. As a result of our acquigifi®un in our third quarter of fiscal 2010, weezad into a new hardware systems business
with two operating segments as described furthlevbaNe have three businesses—software, hardwatersg and services—which are
further divided into seven operating segments. $ftware business is comprised of two operatingnesgs: (1) new software licenses and
(2) software license updates and product suppanth@rdware systems business is comprised of twoatipg segments: (1) hardware
systems products and (2) hardware systems sugpariservices business is comprised of three opgraggments: (1) consulting, (2) On
Demand and (3) education.

The new software licenses line of business is emdjaythe licensing of database and middlewarevsoé as well as our applications
software. Database and middleware software inclddégbase management software, application sevftarase, business intelligence
software, identification and access managementvaoéi content management software, portal andinaction software, Service-Oriented
Architecture and business process management seftdata integration software and development t@ls database and middleware
software product offerings also include Java, wiiéch global software development platform used wide range of computers, networks
and devices. Applications software provides enteggnformation that enables companies to managje ltisiness cycles and provides
intelligence in functional areas such as customlationship management, financials, human resouncastenance management,
manufacturing, marketing, order fulfilment, prodlitecycle management, enterprise project porfolianagement, enterprise performance
management, procurement, sales, services, enterpssurce planning and supply chain planning.

The software license updates and product supperiof business provides customers with rights &panaified software product upgrades and
maintenance releases, internet access to teclooigtnt, as well as internet and telephone acoesshnical support personnel during the
support period.

The hardware systems products line of businessstenmimarily of computer server and storage pobddferings. Most of our computer
servers are based on our SPARC family of micropgsme and on microprocessors from Intel Corporatiur servers range from high
performance computing servers to cost efficientryelevel servers, and run with our Solaris Opemgtbystem, Linux and certain other
operating systems environments. Our storage preduetdesigned to securely manage, protect, arehigeestore customers’ data assets anc
consist of tape, disk and networking solutionsdpen systems and mainframe server environmentsofass that purchase our hardware
systems products may also elect to purchase odnaae
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systems support offerings. Our hardware systemgastipfferings provide customers with software upddor the software components that
are essential to the functionality of our hardwaystems and storage products and can include groeheirs, maintenance services, and
technical support services.

The consulting line of business primarily providgesvices to customers in business strategy angsasabusiness process simplification,
solutions integration and the implementation, eckarent and upgrade of our database, middlewaragpittations software. On Demand
includes Oracle On Demand and Advanced Customeicgsr Oracle On Demand provides multi-featuredvsmie and hardware
management and maintenance services for custohadrare delivered at our data center facilitielecigartner data centers or customer
facilities. Advanced Customer Services consistsodifition lifecycle management services, indusfgeific solution support centers, hardw
systems expert services, packaged offerings thiastithe installation and optimization of our haede products and remote and on-site
expert services. The education line of businesgiges instructor-led, media-based and internet-db&séning in the use of our software and
hardware products.

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

Three Months Ended
November 30,

(in millions) 2010 2009
New software license:
Revenuedd) $ 1,991 $ 1,64¢
Sales and distribution expens 1,06¢ 94¢
Margin () $ 92t $ 701
Software license updates and product supj
Revenue(l) $ 3,667 $ 3,261
Software license update and product support exse 282 243
Margin (2) $ 3,38t $ 3,01¢
Total software busines
Revenue(l) $ 5,65¢ $  4,91C
Expense: 1,35( 1,191
Margin (2) $  4,30¢ $ 3,71¢
Hardware systems produc
Revenue: $ 1,11 $ —
Hardware systems products exper 522 —
Sales and distribution expens 232 —
Margin (2) $ 357 $ —
Hardware systems suppc
Revenue(®) $  68€ $ —
Hardware systems support exper 34E —
Margin () $ 34 $ —
Total hardware systems busine
Revenue?) $  1,79¢ $ —
Expense: 1,10(C —
Margin (2) $  69¢ $ —
Consulting:
Revenue® $ 73E $  68¢
Services expenst 59¢ 59E
Margin (2) $  13€ $ 94
On Demand
Revenue® $ 352 $ 18t
Services expenst 26C 131
Margin (2) $ 93 $ 57
Education:
Revenue(®) $ 10t $ 85
Services expenst 68 59
Margin () $ 37 $ 26
Total services busines
Revenue(®) $ 1,19¢ $ 962
Services expenst 927 78E
Margin (2) $ 266 $ 177
Totals:
Revenue(d) $ 8,64¢ $ 5,87
Expense: 3,371 1,97¢
Margin (2) $ 527¢ $ 3,89
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Six Months Ended
November 30,

2010 2009
$ 3,27 $ 2,67¢
1,95¢ 1,76(

$ 1,31« $ 91€
$ 7,14 $ 6,381
558 451

$ 6,58¢ $ 5,93¢
$ 10,41t $ 9,06:
2,518 2,211

$ 7,902 $ 6,852
$  2,19C $ —
1,07¢ —
462 —

$ 652 $ =
$ 1,361 $ =
63€ —

$ 72¢ $ =
$ 3,551 $ —
2,17¢ —

$ 1,381 $ —
$ 1,39: $ 1,34¢
1,13¢ 1,16%

$ 261 $ 182
$ 67% $ 36€
512 254

$ 162 $ 114
$ 192 $ 158
138 115

$ 60 $ 40
$ 2,26¢ $ 1,871
1,781 1,534

$ 484 $ 337
$ 16,230 $ 10,93¢
6,47( 3,74%

$ 9,761 $  7,18¢
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Operating segment revenues generally differ froeetkternal reporting classifications due to cersaiftiware license products that are classifiedeagice revenues for management
reporting purposes. Software license updates amdiist support revenues for management reportirigded $22 million and $14 million of revenues thag did not recognize in the
accompanying condensed consolidated statemenfses@tions for the three months ended November D) 2nd 2009, respectively, and $47 million and $@8on for the six
months ended November 30, 2010 and 2009, respBctimeaddition, we did not recognize hardware eyst support revenues related to hardware systepp®iticontracts that
would have otherwise been recorded by Sun as apéntient entity, in the amount of $45 million ad@& million for the three and six months ended Nwber 30, 2010,
respectively. See Note 8 for an explanation oféredjustments and the following table for a reclat@n of operating segment revenues to total nees.

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

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

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

(in millions) 2010 2009 2010 2009
Total revenues for reportable segme $ 8,64¢ $5,872 $ 16,23: $ 10,93¢
Software license updates and product support res® (22 149 47 (23
Hardware systems support reven®) (45) — (10€) —

Total revenue $ 8,58 $5,85¢ $ 16,08: $ 10,91
Total margin for reportable segme $ 5,27 $3,89¢ $ 9,761 $ 7,18¢
Software license updates and product support res®) (22 14 47 (23
Hardware systems support reven® (45) — (10€) —
Product development and information technology aspe (1,189 (747) (2,349 (1,462)
Marketing and partner program expen (159 (220) (292 (219)
Corporate and general and administrative expe (119 (162) (34€) (329
Amortization of intangible asse (614) (43¢€) (1,217 (867)
Acquisition related and oth 47 (10 (130 (16)
Restructuring (18¢9) (119 (31¢) (162)
Stocl-based compensatic (119 (1049 (24¥¢) (18¢)
Interest expens (219 (18¢) (410 (36¢)
Non-operating income, ne 80 22 132 19

Income before provision for income tay $ 2,64¢ $2,02: $ 4,44 $ 3,58t

(@)

Software license updates and product support reefor management reporting include $22 million &&d million of revenues that we did not recogriizéhe accompanying
condensed consolidated statements of operatiorteddhree months ended November 30, 2010 and 28§8ectively and $47 million and $23 million fbetsix months ended
November 30, 2010 and 2009, respectively. In agidjtive did not recognize hardware systems suppweetnues related to hardware systems support cesitheat would hav
otherwise been recorded by Sun as an independtiy, @mthe amount of $45 million and $106 millidor the three and six months ended November 300 2@spectively. See Note
8 for an explanation of these adjustments andtahite for a reconciliation of operating segmenerases to total revenue

13. EARNINGS PER SHARE

Basic earnings per share is computed by dividirnignmeme for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmated by dividing net income for
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the period by the weighted average number of comshamnes outstanding during the period, plus theidé effect of outstanding stock
options, restricted stock-based awards and sheseable under the employee stock purchase plag tiertreasury stock method. The
following table sets forth the computation of beaid diluted earnings per share:

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

(in millions, except per share data) 2010 2009 2010 2009
Net income $1,87( $1,45¢ $ 3,228 $ 2,582
Weighted average common shares outstan 5,04 5,01( 5,03t 5,01(
Dilutive effect of employee stock pla 73 54 65 53
Dilutive weighted average common shares outstar 5,117 5,06¢ 5,10( 5,06:
Basic earnings per she $ 0.37 $ 0.2¢ $ 0.64 $ 0.52
Diluted earnings per sha $ 0.37 $ 0.2¢ $ 0.6 $ 0.51
Shares subject to anti-dilutive stock options asxdricted stock-based awards exclu

from calculatior® 40 177 10C 18¢

@ These weighted shares relate to anti-dilutive sttions and restricted stotdased awards as calculated using the treasury stettkod (described above) and could be dilutivihé
future.

14. LEGAL PROCEEDINGS
Securities Class Action

Stockholder class actions were filed in the UniB¢ates District Court for the Northern District@élifornia against us and our Chief
Executive Officer on and after March 9, 2001. Beswd&larch 2002 and March 2003, the court dismis$sdtjifs’ consolidated complaint,
first amended complaint and a revised second andeca@plaint. The last dismissal was with prejudi@a.September 1, 2004, the United
States Court of Appeals for the Ninth Circuit resest the dismissal order and remanded the casertbef proceedings. The revised second
amended complaint named our Chief Executive Offioar then Chief Financial Officer (who currentyyGhairman of our Board of
Directors) and a former Executive Vice Presidendefendants. This complaint was brought on betgiuochasers of our stock during the
period from December 14, 2000 through March 1, 260dintiffs alleged that the defendants made fatsg misleading statements about our
actual and expected financial performance and ¢énfpmance of certain of our applications produetsile certain individual defendants
were selling Oracle stock in violation of federatsrities laws. Plaintiffs further alleged thatteér individual defendants sold Oracle stock
while in possession of material non-public inforioat Plaintiffs also allege that the defendantsagregl in accounting violations. On July 26,
2007, defendants filed a motion for summary judgimand plaintiffs filed a motion for partial summggudgment against all defendants and a
motion for summary judgment against our Chief ExiweuOfficer. On August 7, 2007, plaintiffs filedreended versions of these motions. On
October 5, 2007, plaintiffs filed a motion seekadefault judgment against defendants or variokisraanctions because of defendants’
alleged destruction of evidence. A hearing ontedse motions was held on December 20, 2007. O Ap2D08, the case was reassigned
new judge. On June 27, 2008, the court orderedisommtal briefing on plaintiffs’ sanctions motiddn September 2, 2008, the court issued
an order denying plaintiffs’ motion for partial somary judgment against all defendants. The order désied in part and granted in part
plaintiffs’ motion for sanctions. The court denigldintiffs’ request that judgment be entered inirgléfs’ favor due to the alleged destruction
of evidence, and the court found that no sanctieei® appropriate for several categories of evidehke court found that sanctions in the
form of adverse inferences were appropriate fortategories of evidence: e-mails from our Chiefdisive Officer’'s account, and materials
that had been created in connection with a booérdigg our Chief Executive Officer.
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The court then denied defendants’ motion for sumymadgment and plaintiffs’ motion for summary judgmi against our Chief Executive
Officer and directed the parties to revise andleetfiese motions to clearly specify the precisatoors of the adverse inferences that should
be drawn, and to take these inferences into acaeitinregard to the propriety of summary judgméite court also directed the parties to
address certain legal issues in the briefing.

On October 13, 2008, the parties participateddowat-ordered mediation, which did not result isetlement. On October 20, 2008,
defendants filed a motion for summary judgment, jpliaéhtiffs filed a motion for summary judgment &ws our Chief Executive Officer. The
parties also filed several motions challengingatmissibility of the testimony of various expertnésses. Opposition briefs were filed on
November 17, 2008, and reply briefs were filed @t®mber 12, 2008. A hearing on all these motiorshvetd on February 13, 20(

On June 16, 2009, the court issued an order ggadefendants’ motion for summary judgment and degyiaintiffs’ motion for summary
judgment against our Chief Executive Officer, anentered a judgment dismissing the entire cade pvi¢judice. On July 14, 2009, plainti
filed a notice of appeal. Plaintiffs filed their@qung appellate brief on November 30, 2009. Defatsifiled their opposition brief on
February 4, 2010, and plaintiffs filed their reply March 15, 2010. The court heard oral argumeriuiyi 13, 2010. On November 16, 2010,
the court issued an opinion, affirming the loweurts grant of summary judgment. On November 30Q,@plaintiffs filed a petition for
rehearing. On December 9, 2010, the parties filgiha motion with the appellate court, seekingndiissal of the petition with each party to
bear its own attorneys’ fees and costs in the ac@m December 13, 2010, the appellate court isanemtder dismissing the petition for
rehearing. This order represents the final concfusi this litigation.

EpicRealm/Parallel Networks Intellectual Property Litigation

On June 30, 2006, we filed a declaratory judgmetiba against EpicRealm Licensing, LP (“EpicRealnn’the United States District Court,
District of Delaware, seeking a judicial declaratimf noninfringement and invalidity of U.S. Patéds. 5,894,554 (the ‘554 Patent) and
6,415,335B1 (the ‘335 Patent). We filed the law$nlibwing the resolution of an indemnification taby one of our customers related to
EpicRealm’s assertion of the ‘554 Patent and ‘38Rt against the customer in a patent infringeroas¢ in the United States District Court
for the Eastern District of Texas.

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

(2) alleges that we have willfully infringed, anceawillfully infringing, the ‘554 Patent and ‘33%kent; and (3) requests a permanent
injunction, an award of unspecified money damaipsrest, attorneys’ fees, and costs. On May 7720@ filed an Answer to EpicRealm’s
infringement counterclaim, denying EpicRealm’s iimfement allegations and asserting affirmative nlefe. In August 2007, the patents-in-
suit were sold to Parallel Networks, LLC, whichriéefter substituted in as the defendant in pladepadRealm.

The parties have completed discovery and filedfilogeon claim construction and summary judgmentior®. A Markman hearing and oral
argument on summary judgment motions were heldl§2ct8, 2008. A court-ordered mediation was hel@®otober 8, 2008, which did not
result in a settlement. On December 4, 2008, thietéssued an order granting summary judgmentahatWeb Cache, Internet Application
Server, and RAC Database do not infringe the patditte court also denied our motion for summargioent that the patents are invalid,
denied in part and granted in part Parallel Netwomnkotion for summary judgment that certain pridrraferences do not invalidate the
patents through anticipation. Trial was scheduteldegin on January 12, 2009, on issues of invglatid inequitable conduct. On
December 23, 2008, the parties reached an agreei@ming Parallel Networks to immediately appédwa tourt's summary judgment order
and preserving Oracle’s invalidity and inequitatd@duct claims in the event that the matter is reded for trial at a later time. On

January 23, 2009, Parallel Networks filed a notitappeal. A court-ordered mediation was held areJly 2009, which did not result in a
settlement. The appellate court heard oral argume@ecember 10, 2009 after full briefing. On A@d, 2010, the Federal Circuit issued a
decision vacating the district court’s grant of
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summary judgment of noninfringement in Oraslévor and remanding the case to the districttdourfurther proceedings. On May 28, 20
Oracle filed a Petition for Rehearing with the Red€ircuit which was denied on June 11, 2010. paeies have completed discovery. Trial
is set for May 9, 2011. We believe that we haveitmeous defenses against this action, and weaaifitinue to vigorously defend it.

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 Dittof California against SAP AG, its wholly ownedbsidiary, SAP America, Inc., and its
wholly owned subsidiary, TomorrowNow, Inc., (coliieely, the SAP Defendants) alleging violationgioé Federal Computer Fraud and
Abuse Act and the California Computer Data Accerbfraud Act, civil conspiracy, trespass, conversidolation of the California Unfair
Business Practices Act, and intentional and negtiggerference with prospective economic advant@gacle alleged that SAP unlawfully
accessed Oracle’s Customer Connection support teedosil improperly took and used Oracle’s intellacproperty, including software code
and knowledge management solutions.

On June 1, 2007, Oracle filed its First Amended @laint, adding claims for infringement of the feale€opyright Act and breach of
contract, and dropping the conversion and separptedl conspiracy claims. On July 2, 2007 the SAfeDdants’ filed their Answer and
Affirmative Defenses, acknowledging that TomorrowNilbad made some “inappropriate downloads” and wtiserdenying the claims
alleged in the First Amended Complaint.

Based on information obtained during discovery,d@ramended its complaint several times. Oradel fils operative complaint, Oracle’s
Fourth Amended Complaint, on August 18, 2009. TAP ®efendants filed an Answer on August 26, 2009.

On August 26, 2009, the SAP Defendants filed aly @aotion for summary judgment directed to Orackéésnages theory. After full briefing,
the motion was heard on October 28, 2009. By addéxd January 28, 2010, SAP’s motion for partiaimary judgment was denied.

On March 3, 2010, the SAP Defendants and Oracle flad a motion for partial summary judgment. Afteceiving briefing and hearing o
argument, the Court issued an order on August @¥02granting in part and denying in part eacthebé motions. Regarding Oracle’s
motion, the Court granted partial summary judgmiegarding certain copyright infringement, Federaiputer Fraud and Abuse Act, and
California Computer Data Access and Fraud Act céa@igainst TomorrowNow. The Court also granted glastimmary judgment regarding
certain vicarious copyright infringement claims imga SAP AG. Regarding the SAP Defendants’ motibe,Court found that Oracle EMEA
Ltd. could not pursue claims in California. The @durther held that Oracle could not recover, asesmsure of damages, “saved development
costs” (that is, the amount the SAP Defendants vbalve had to pay to independently develop theveoé at issue).

On September 13, 2010, the Court approved a stipalby the parties. Pursuant to the stipulatiocom®drrowNow stipulated to all liability on
all claims asserted against it in this action, preserved no defenses as to that liability. Tomeiow retained defenses as to damages.
Under the stipulation, SAP AG and SAP America, Btpulated to vicarious liability on the copyrigtiiims against TomorrowNow. SAP
AG and SAP America, Inc. retained all defensegedlo damages.

Trial commenced November 1, 2010. On November 202the Court approved a stipulation by the parpiessuant to which SAP AG and
SAP America, Inc. stipulated to liability for coittntory infringement of 120 of Oracle’s copyrighThe trial proceeded to determine the
amount of damages the SAP Defendants should pa@yacle. Following trial, the jury awarded Oracle gum of $1.3 billion. The amount |
not been received and has not been recorded aseéittie our results of operations. The time taogrpost-trial motions challenging the
verdict or to appeal has not run.
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Derivative Litigation and Related Action

On August 2, 2010, a stockholder derivative lawsuais filed in the United States District Court fbe Northern District of California. On
August 19, 2010, a similar stockholder derivataesuit was filed in the Superior Court of the Swt€alifornia, County of San Mateo. The
derivative suits were brought by alleged stockhaldg Oracle, purportedly on our behalf, againshe®f our current officers and directors.
Citing the claims in a qui tam action (discusselbwg plaintiffs allege that Oracle improperly oebarged the United States government by
failing to provide discounts required under its ttaot with the General Services Administration (GSad that Oracle made false statements
to the United States government. Plaintiffs alletied the officer and director defendants are resite for this alleged conduct and have
exposed Oracle to reputational damage, potentiaketaoy damages, and costs relating to the invegtigalefense, and remediation of the
underlying claims. Plaintiffs bring claims for bodaof fiduciary duty, abuse of control, and unjestichment. The plaintiffs seek
compensatory and other damages, restitution, disgeent of alleged illicit proceeds, punitive dansagrd other relief. On September 20,
2010, Oracle removed the San Mateo action to theetistates District Court for the Northern Distiaé California, where the case has been
designated as being related to the other actiorS&member 30, 2010, plaintiff in the former Santédaaction brought a motion to remand
that case to San Mateo Superior Court. On Octo®e?@10, Oracle brought a motion to dismiss the tlated actions, arguing that the
Delaware Chancery Court is the proper venue fdn betions. After full briefing, the court heard baagument on plaintiff's remand motion
and Oracle’s motion to dismiss on December 2, 20h@.court has not yet ruled on either motion. Bswksed in the paragraph below,
Oracle believes that the claims in the qui tamoscéire meritless.

On June 16, 2009, the United States Departmentsticé notified us that a qui tam action had bded figainst the Company in the United
States District Court for the Eastern District afgihia and that the government was conductingh&estigation of the allegations in the
sealed complaint. On July 29, 2010, the UnitedeStgbvernment filed a Complaint in Interventiorthiat action, alleging that Oracle made
false and fraudulent statements to the GSA in 19®7egarding Oracle’s commercial pricing practiciscounts provided to Oracle’s
commercial customers, and discounts provided t@godent purchasers. The government alleges thateOatso improperly manipulated
commercial sales to avoid the discounting restiiimposed by the GSA contract, reiterated anéirooed in 2001 false statements
allegedly made during the 1997-98 contract nedotiat and breached a duty to inform the governrabout discounts offered to commercial
customers. The Complaint in Intervention allegesé-&laims Act violations and claims for breacltontract, fraud in the inducement,
constructive fraud, fraud by omission, payment bgtake, and unjust enrichment. The Complaint iefvgntion seeks statutory penalties and
damages, including treble damages. Oracle fileatiom to dismiss the complaint and on November03d,(2 the Court granted the motion in
part and denied it in part. The Court dismissedjitMernment’s claims to the extent they arose lecfftay 29, 2001, and ordered the
government to file a new complaint. This First Arded Complaint was filed on November 16, 2010, aa#éten allegations similar to those in
the original complaint. Oracle filed a motion teiiiss the First Amended Complaint. We believe weahave meritorious defenses against
this action, and we will continue to vigorously eed it.

Other Litigation

We are party to various other legal proceedingscaichs, either asserted or unasserted, which arite ordinary course of business,
including proceedings and claims that relate tagitions we have completed or to companies we lageired or are attempting to acquire.
While the outcome of these matters cannot be prestiiwith certainty, we do not believe that the oute of any of these claims or any of the
above mentioned legal matters will have a matgradiverse effect on our consolidated financial fasi results of operations or cash flows.

25



Table of Contents

Item 2. Management'’s Discussion and Analysis &inancial Condition and Results of Operations

We begin Management’s Discussion and Analysis oéfc¢ial Condition and Results of Operations wittoaarview of our key operating
business segments and significant trends, inclucliages to our business as a result of our atguisif Sun Microsystems, Inc. (Sun) in
third quarter of fiscal 2010. This overview is fmslled by a summary of our critical accounting pelgcand estimates that we believe are
important to understanding the assumptions andnjeshgs incorporated in our reported financial resWe then provide a more detailed
analysis of our results of operations and finanoaddition.

In addition to historical information, this QuatieReport on Form 10-Q contains forward-lookingtetaents that involve risks and
uncertainties that could cause our actual resultifter materially. When used in this report, therds “expects,” “anticipates,” “intends,”
“plans,” “believes,” “seeks,” “estimates,” “will,"is designed to” and similar expressions are gdlyeirsended to identify forward-looking
statements. You should not place undue reliandbese forward-looking statements, which reflect@pinions only as of the date of this
Quarterly Report. We undertake no obligation toljphiprelease any revisions to the forward-lookstgtements after the date of this
document. You should carefully review the risk éastdescribed in other documents we file from timéme with the U.S. Securities and
Exchange Commission (SEC), including our Annualdepn Form 10-K for our fiscal year ended May 2@10 and our other Quarterly
Reports on Form 10-Q filed by us in our fiscal y2at1, which runs from June 1, 2010 to May 31, 2011

Business Overview

We are the world largest enterprise software company. As a re$waltir acquisition of Sun in January 2010, we dse a leading provider
hardware systems products and services. We develpyfacture, market, distribute and service dawbad middleware software,
applications software and hardware systems, camgigtimarily of computer server and storage prasiughich are designed to help our
customers manage and grow their business operations

Our goal is to be the world’'s most complete, opedh iategrated enterprise software and hardware aosnpNVe offer customers scalable,
reliable, secure and integrated software and haela@utions that are designed to improve transaatiefficiencies, adapt to an
organization’s unique needs and allow better wayactess and manage information and automate Issginecesses at a lower total cost of
ownership. We seek to be an industry leader in ehtie specific product categories in which we pete and to expand into new and
emerging markets.

We believe our internal, or organic, growth andtoared innovation with respect to our software dweare systems and services businesses
are the foundation of our long-term strategic plate. invest billions of dollars in research and depment each year to enhance our existing
portfolio of products and services and to develew products, features and services. We also belimtean active acquisition program is an
important element of our corporate strategy aséngithens our competitive position, expands ostauer base, provides greater scale to
accelerate innovation, grows our revenues andmegsnand increases stockholder value. In recemsyea have invested billions of dollars
acquire a number of companies, products, servicgsexrhnologies that add to, are complementary kmee otherwise enhanced our existing
offerings. We expect to continue to acquire comgsnproducts, services and technologies in furtteeraf our corporate strategy.

We are organized into three businesses—softwardwlaae systems and services—which are further dividto seven operating segments.
Each of these businesses and operating segmenisilqae characteristics and faces different opmities and challenges. Although we
report our actual results in U.S. Dollars, we cartdusignificant number of transactions in curresaither than U.S. Dollars. Therefore, we
present constant currency information to provideamework for assessing how our underlying busieegerformed excluding the effects of
foreign currency rate fluctuations. An overviewonir three businesses and seven operating segméatgst.

Software Business

Our software business, which represented 68% ofatal revenues on a trailing 4-quarter basispimrised of two operating segments:
(1) new software licenses and (2) software licans#ates and product support. On a
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constant currency basis we expect that our softivaséess’ total revenues generally will continmiéntrease in comparison to the
corresponding prior year periods due to continustahd for our software products and software liearmslates and product support
offerings, including the high percentage of custmikat renew their software license updates aodymt support contracts, and due to our
acquisitions, which should allow us to grow ourfiisosand continue to make investments in reseanchdzvelopment.

New Software Licenses.  We license our database and middleware asaseallr applications software to businesses of nea®g,
government agencies, educational institutions asdllers. As a result of our acquisition of Sun,agquired certain software technologies,
including Java, which is a global software develepirplatform used in a wide range of computersyogs and devices.

The growth in new software license revenues thatepert is affected by the strength of general eotin and business conditions,
governmental budgetary constraints, the competfostion of our software products, and our acgjoiss and foreign currency fluctuations.
The significant majority of our new software licersegment is also characterized by long salesstyEhe timing of a few large software
license transactions can substantially affect aargrly new software license revenues. Since ewr software license revenues in a
particular quarter can be difficult to predict aault of the timing of a few large software lisertransactions, we believe that analysis of
software license revenues on a trailing 4-quaréeiog provides additional visibility into the unéiéeng performance of our new software
license segment. New software license revenuessepted 25% of our total revenues on a trailingidrgr basis. Our new software license
segment’s margins have historically trended upveset the course of the four quarters within a patér fiscal year due to the historical
upward trend of our new software license revenwes those quarterly periods and because the magfrivur costs for this segment are
predominantly fixed in the short term. However, oaw software license segment’'s margins have beénvédl continue to be affected by the
amortization of intangible assets associated withganies that we have acquired.

Software License Updates and Product Support:  Customers that purchase software license update product support are granted righ
unspecified product upgrades and maintenance edéssued during the support period, as well dmieal support assistance. Substantially
all of our customers renew their software licengdates and product support contracts annually gftwth of software 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 suppartracts sold in connection with the sale of nevivgafe licenses, and (3) the amount of
support contracts assumed from companies we hanérad.

Software license updates and product support resenwhich represented approximately 43% of out teteenues on a trailing 4-quarter
basis, is our highest margin segment. Softwaresieaipdate and product support margins over thimgrd-quarters were 85%, and
accounted for 74% of our total margins over theesaeriod. Our software license update and prodyspat margins have been affected by
fair value adjustments relating to support obligasi assumed in business combinations (describ#tefurelow) and by amortization of
intangible assets. However, over the longer termbualieve that software license updates and praaipgtort revenues and margins will grow
for the following reasons:

 substantially all of our customers, including cuséss from acquired companies, renew their supportracts when eligible for
renewal;

 substantially all of our customers purchase softMi@gense updates and product support contracta Wisy buy new software
licenses, resulting in a further increase in oyapsuwt contract base. Even if new software liceesemnues growth was flat, software
license updates and product support revenues veoulthue to grow in comparison to the correspondgirigr year periods assuming
prices, renewal and cancellation rates and foreigrency rates remained relatively constant sinbstantially all new software
license transactions result in the sale of softliaemse updates and product support contractghndudd to our support contract b
and

 our acquisitions have increased our support conlrase, as well as the portfolio of products awéédo be licensed and support
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We record adjustments to reduce support obligaisssmed in business combinations to their estirfatevalues at the acquisition dates.
As a result, as required by business combinationwatting rules, we did not recognize software lggeapdates and product support revenues
related to support contracts that would have béleeraise recorded by the acquired businesses apéndient entities in the amount of $22
million and $14 million for the three months endéavember 30, 2010 and 2009, respectively, and $itibmand $23 million for the six
months ended November 30, 2010 and 2009, resplctivethe extent underlying support contractsrareewed with us following an
acquisition, we will recognize the revenues forfilevalue of the support contracts over the supperiods, the majority of which are one
year.

Hardwar e Systems Business

As a result of our acquisition of Sun in Januar§@0~ve entered into a new hardware systems busi@eshardware systems business
consists of two operating segments: (1) hardwastesys products and (2) hardware systems supparh@®dware business represented 18%
of our total revenues on a trailing 4-quarter basid we expect that it will continue to add a digant amount of revenues and expenses to
our results of operations in comparison to ourdnisal operating results. We expect our hardwagriass to have lower operating margins as
a percentage of revenues than our software busilues® the incremental costs we incur to produncedistribute these products and to
provide support services, including direct materad labor costs. We expect to make investmemtsearch and development to improve
existing hardware products and services or to @gveéw hardware products and services.

To produce our hardware products, we rely on bathrernal manufacturing operations as well agdtparty manufacturing partners. Our
internal manufacturing operations consist primaofiyinal assembly, test and quality control ofeptise and data center servers and storage
systems. For all other manufacturing, we rely ardtharty manufacturing partners. We distribute tredour hardware products either from
our facilities or partner facilities. One of our imgoals is to reduce costs by simplifying our nfasturing processes through increased
standardization of components across product typesgh a reduction of the number of assemblydisiibution centers we rely on and
through our transition to a “build-to-ordgpfocess in which products are built only after oostrs have placed firm orders. In addition, we
focusing on identifying hardware systems suppartesses that are intended to proactively identity solve quality issues and to increase
amount of new hardware systems support contratdsrsgonnection with the sales of new hardwaredpats.

Hardware Systems Products:  Our hardware systems products consist primafifomputer server and storage product offerimgs a
hardware-related software, including our Solarisrafing system.

We offer a wide range of server systems using ®&RC microprocessor. Our SPARC servers are diffextsd by their size, cost, form
factor or configuration (rack, blade or stand-alsgstems) and customer environments that theyttéggaeral purpose or specialized
systems). Our mid- and large-size servers are degitp offer greater performance and lower totat of ownership than mainframe systems
for business critical applications and for custasrtgaving more computationally intensive needs. ERRARC servers run our Solaris opera
system and are designed for the most demandingomisstical enterprise environments at any scale.

We also offer a wide range of x86 servers diffaegatl by the same features as our SPARC serveesent86 systems are substantially based
upon microprocessor platforms from Intel Corponatémd are also compatible with Solaris, Linux, Wing and other operating systems.

Our storage products are designed to securely neapagtect, archive and restore customers’ daetsasd consist of tape, disk and
networking solutions for open systems and mainfrasr@er environments.

Prior to our acquisition of Sun, the majority offihardware systems products were sold througheicidchannels. Although we plan to
continue to sell our hardware products throughrexichannels, including independent distributors @alue added resellers, we have begun
enhancing direct sales coverage for our hardwastesys products and intend that our direct sale® fall sell proportionately more of our
hardware systems products in the future than tlesudrently.

Our operating margins for our hardware systemsyersdssegment have been and will be affected banhertization of intangible assets
associated with our acquisition of Sun. We havetdichexperience in predicting
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our quarterly hardware systems products revenuestiining of customer orders and delays in ouiitghid timely manufacture or deliver a
few large transactions could substantially affeetamount of hardware systems products revenupsnegs and operating margins that we
report.

Hardware Systems Support:  Customers that purchase our hardware systems psothay also elect to purchase our hardware systems
support offerings. Our hardware systems suppoerioffs provide customers with software updatestfersoftware components that are
essential to the functionality of our systems andagje products, including Solaris, and can inclpie uct repairs, maintenance services, and
technical support services. Typically, our hardwsyrstems support contract arrangements are invoicdek customer at the beginning of the
support period and are one year in duration. Thevtjr of our hardware systems support revenuedligeimced by a number of factors,
including the volume of purchases of hardware petgluhe mix of hardware products purchased, amgéncentage of our hardware systems
support contract customer base that renews itsostippntracts. All of these factors are heavilyuehced by our customers’ decisions to
either maintain or upgrade their existing hardwsystems’ infrastructure to newly developed techgiale that are available.

Our hardware systems support margins have beewidiizk affected by fair value adjustments relattnghardware systems support
obligations assumed through, and by the amortizaifantangible assets resulting from, our acqigisibf Sun. As required by business
combination accounting rules, we recorded adjustsienreduce our hardware systems support revdouesntracts assumed from our
acquisition of Sun to their estimated fair valusoathe acquisition date by an aggregate of $4komiand $106 million for the three and six
months ended November 30, 2010, respectively. dmisunt would have been recorded as hardware sysigpsrt revenues by Sun as a
standalone entity. To the extent underlying har@veyistems support contracts are renewed with lessviolg an acquisition, we will recogni
the revenues for the full values of the hardwastesys support contracts over the support periods.

Services Business

Our services business consists of consulting, Ond»el and education. Our services business, whpplesented 14% of our total revenue:
a trailing 4-quarter basis, has significantly loweargins than our software business and what we resently achieved from our hardware
business.

Consulting:  Our consulting line of business primarily providesvices to customers in enterprise architectusggdeand implementation;
business/IT strategy alignment; business procesglification; solution integration; and product ilementation, enhancements, and
upgrades. The amount of consulting revenues rezedriends to lag the amount of our software andwere systems products revenues by
several quarters since consulting services, iflpased, are typically segmentable from the produittswhich they relate and are performed
after the customer’s purchase of the products.d@uosulting revenues are dependent upon generabetomronditions and the level of our
product revenues, in particular the new softwarense sales of our application products. To theréxte are able to grow our products
revenues, in particular our software applicationdoict revenues, we would also generally expecetale to eventually grow our consulting
revenues.

On Demand: On Demand includes our Oracle On Demand and ouaAckd Customer Services offerings. As a resultiofoquisition of
Sun, we increased the volume and breadth of oub@nand services offerings, primarily with additibAavanced Customer Services
offerings, including staff augmentation and managgices, to architect, implement and manage mestdT environments. We believe that
our On Demand offerings provide our customers f#ixy in how they manage their IT environments ardadditional opportunity to lower
their total cost of ownership and can thereforevigl® us with a competitive advantage. While we hgraavn the base of customers that
purchase certain of our On Demand services througlorganic growth and the acquisition of Sun, wetimue to focus on managing our
expenses to increase our margins and margins exarpage of our revenues. We have made and ptantmue to make investments in our
On Demand business to support current and futwencee growth, which historically has negatively anged On Demand margins and could
do so in the future.

Education:  The purpose of our education services is tthéurthe adoption and usage of our software andWweae products by our
customers and to create opportunities to grow ocanlyrct revenues. Education
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revenues are impacted by certain of our acquisit{orcluding our acquisition of Sun), general eaoitoconditions, personnel reductions in
our customers’ information technology departmetighiter controls over discretionary spending anehtgr use of outsourcing solutions.

Acquisitions

An active acquisition program is another importalement of our corporate strategy. In recent yemeshave invested billions of dollars to
acquire a number of complementary companies, ptedservices and technologies including Sun irthird quarter of fiscal 2010, among
others. We believe our acquisition program suppautdong-term strategic direction, strengthenseammpetitive position, expands our
customer base, provides greater scale to accelarateation, grows our revenues and earnings, acr@ases stockholder value. We expect to
continue to acquire companies, products, serviodgechnologies in furtherance of our corporatatetry. See Note 2 of Notes to Condensed
Consolidated Financial Statements included elsesvimethis Quarterly Report for additional infornmatirelated to our pending and recent
acquisitions.

We believe we can fund our future acquisitions waitin internally available cash, cash equivalentsraarketable securities, cash generated
from operations, amounts available under our exgstiebt facilities, additional borrowings or frohetissuance of additional securities. We
estimate the financial impact of any potential asitjon with regard to earnings, operating margiash flow and return on invested capital
targets before deciding to move forward with anuggitjon.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogptiinciples (GAAP) as set forth in tl
Financial Accounting Standards Board’s Accountitan8ards Codification (Codification) and considex various staff accounting bulletins
and other applicable guidance issued by the SEQAR;As set forth within the Codification, requitessto make certain estimates, judgments
and assumptions. We believe that the estimategnjedts and assumptions upon which we rely, ar@nadde based upon information
available to us at the time that these estimatielgments and assumptions are made. These estijualkgsients and assumptions can affect
the reported amounts of assets and liabilitiesf iseodate of the financial statements as welhaséported amounts of revenues and expe
during the periods presented. To the extent therenaterial differences between these estimatdgnjents or assumptions and actual results,
our financial statements will be affected. The arting policies that reflect our more significastimates, judgments and assumptions and
which we believe are the most critical to aid iyfwnderstanding and evaluating our reported faialresults include the following:

» Revenue Recognitia

» 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 pdati¢ransaction is specifically dictated by GAARIadoes not require management’s
judgment in its application. There are also araastiich manageme’s judgment in selecting among available alterrestiwould not produce
a materially different result. Our senior managentas reviewed these critical accounting policied eelated disclosures with the Finance
and Audit Committee of the Board of Directors.

During the first half of fiscal 2011, there were significant changes to our critical accountingigies and estimates. Please refer to
Management’s Discussion and Analysis of Financ@dition and Results of Operations contained irt Paltem 7 of our Annual Report on
Form 10-K for our fiscal year ended May 31, 2010danore complete discussion of our critical actimgnpolicies and estimates.
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Results of Operations
I mpact of Acquisitions

The comparability of our operating results in theand quarter and first half of fiscal 2011 comparethe same periods of fiscal 2010 is
impacted by our acquisitions, primarily the acdiosi of Sun in our third quarter of fiscal 2010.

In our discussion of changes in our results of apens from the second quarter and first half e¢dl 2011 compared to the same periods of
fiscal 2010, we quantify the contribution of ougatsitions (for acquisitions that were completattsithe beginning of fiscal 2010) to the
growth in new software license revenues, softwiaente updates and product support revenues, hagdwystems products revenues and
hardware systems support revenues. We also ar¢cadplentify the total incremental expenses assetiwith our hardware systems products
and hardware systems support segments. The incteheentributions of our acquisitions to our otheisinesses and operating segments’
revenues and expenses are not provided as they withie not separately identifiable due to thegraton of these operating segments into
our existing operations and/or were insignificanbur results of operations during the periodsgmesd.

We caution readers that, while pre- and post-adtrscomparisons as well as the quantified amoth@mselves may provide indications of
general trends, the acquisition information thatps@vide has inherent limitations for the followirgasons:

 the quantifications cannot address the substagfiadts attributable to changes in business stiegemcluding our sales force
integration efforts. We believe that if our acqdiemmpanies had operated independently and sakesfbad not been integrated, the
relative mix of products sold would have been défd; anc

« although substantially all of our customers, inahgdcustomers from acquired companies, renew Hudiware license updates and
product support contracts when the contracts agiblkd for renewal and we intend to focus our efan renewing hardware systems
support contracts, the amounts shown as softwegade updates and product support deferred revamddsardware systems
support deferred revenues in our supplementalatisce related to certain charges (presented belmw)ot necessarily indicative of
revenue improvements we will achieve upon contracéwal to the extent customers do not rer

Seasonality

Our quarterly revenues have historically been #dfiédy a variety of seasonal factors, includingstiacture of our sales force incentive
compensation plans, which are common in the tedgyahdustry. Our total revenues and operating margre typically highest in our foul
fiscal quarter and lowest in our first fiscal qeariThe operating margins of our businesses aeetafl by seasonal factors in a similar manner
as our revenues (in particular, our new softwarenses and hardware systems products segments}ais expenses within our cost struc
are relatively fixed in the short term.

Constant Currency Presentation

Our international operations have provided and eahitinue to provide a significant portion of oatal revenues and expenses. As a result,
total revenues and expenses will continue to bectdtl by changes in the U.S. Dollar against majarmational currencies. In order to
provide a framework for assessing how our undeglyinsinesses performed excluding the effect ofigoreurrency fluctuations, we compare
the percent change in the results from one pedahbther period in this Quarterly Report usingstant currency disclosure. To present this
information, current and comparative prior perieduits for entities reporting in currencies ottt U.S. Dollars are converted into U.S.
Dollars at constant exchange rates (i.e. the mtefect on May 31, 2010, which was the last dagur prior fiscal year) rather than the ac
exchange rates in effect during the respectiveodsriFor example, if an entity reporting in Eurasl hevenues of 1.0 million Euros from
products sold on November 30, 2010 and Novembe2@19, our financial statements would reflect régbrevenues of $1.33 million in the
first half of fiscal 2011 (using 1.33 as the moetid average exchange
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rate for the period) and $1.50 million in the fihstif of fiscal 2010 (using 1.50 as the month-emerage exchange rate for the period). The
constant currency presentation would translatedhbelts for the three and six months ended Novel®®e2010 and 2009 using the May 31,
2010 exchange rate and indicate, in this examplehange in revenues during these periods. In efitte tables below, we present the
percent change based on actual, unrounded resukparted currency and in constant currency.

Total Revenues and Operating Expenses

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constani 2009 2010 Actual Constant 2009
Total Revenues by Geography:
Americas $4,45; 49% 49% $297¢ $ 8,35¢ 48% 47% $ 5,65(
EMEA @) 2,73¢ 39% 47% 1,97¢ 5,11¢ 41% 51% 3,61¢
Asia Pacific® 1,392 54% 47% 903 2,60¢ 59% 50% 1,64:

Total revenue 8,58: 47% 48% 5,85¢ 16,08¢ 47% 49% 10,91:
Total Operating Expenses 5,812 58% 59% 3,68( 11,397 63% 64% 6,99:
Total Operating Margin $2,77( 27% 28% $2,17¢ $ 4,68 20% 20 $ 3,91t
Total Operating Margin % 32% 37% 29% 36%
% Revenues by Geography:
Americas 52% 51% 52% 52%
EMEA 32% 34% 32% 33%
Asia Pacific 16% 15% 16% 15%
Total Revenues by Business:
Software $5,64¢« 15% 17% $ 4,90C $ 10,38( 15% 16% $ 9,04t
Hardware Systemr 1,75: * * — 3,451 * * —
Services 1,18¢ 24% 25% 95¢ 2,25: 21% 22% 1,86¢

Total revenue $8,58: 47% 48% $ 5,85¢( $ 16,08 47% 49% $ 10,91:
% Revenues by Business:
Software 66% 84% 65% 83%
Hardware Systerr 20% 0% 21% 0%
Services 14% 16% 14% 17%

@ Comprised of Europe, the Middle East and Afi
@ Asia Pacific includes Japs
* Not meaningfu

Fiscal Second Quarter 2011 Compared to Fiscal Second Quarter 2010:  Excluding the effect of foreign currency rate fuations, total
revenues increased in the second quarter of f&¥Hl due to a $1.8 billion revenue contributiomfrour new hardware systems business that
resulted from our acquisition of Sun, an increaseur software business revenues resulting fromvtrin our new software licenses
revenues and our software license updates and gredpport revenues and an increase in our serégesues resulting primarily from an
increase in our On Demand revenues that resultethply from our acquisition of Sun. Excluding th&ect of currency rate fluctuations, the
Americas contributed 55%, EMEA contributed 30% &sih Pacific contributed 15% to our total revengeswth.

Excluding the effect of foreign currency rate fluations, the increase in total operating expens#se second quarter of fiscal 2011 was due
to additional operating expenses incurred as dtresaur acquisition of Sun, including increasegbenses pertaining to hardware systems
products sold and related hardware systems supfferings, additional employee related expensesidtieg additional stock-based
compensation, an increase in
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intangible asset amortization and increased resiing expenses primarily as a result of our SustiReturing Plan. Total operating expense
increases were partially offset by a $120 millieméfit related to the recovery of legal costs dythe second quarter of fiscal 2011.

On a constant currency basis, our operating mangineased during the second quarter of fiscal 2lthe increase in total revenues exce
the increase in total expenses. However, on a @aohstirrency basis our operating margin as a ptxgerof revenues declined due to the
post-combination contributions from our acquisit@fSun, which increased our total expenses, piiynasearch and development,
amortization of intangibles and restructuring exqeen at a faster rate than our total revenuesd&bie in our operating margin as a
percentage of revenues was partially offset byafoeementioned recovery of legal costs during #wrd quarter of fiscal 2011.

First Half Fiscal 2011 Compared to First Half Fiscal 2010:  Excluding the effect of foreign currency rate fluations, the increase in total
revenues in the first half of fiscal 2011 was gaitgrconsistent with the reasons noted above. Ehetuthe effect of currency rate
fluctuations, the Americas contributed 52%, EMEAtibuted 32% and Asia Pacific contributed 16% o ttal revenues growth.

Excluding the effect of foreign currency rate fluations, the increases in total operating expeasdgotal operating margin in the first hali
fiscal 2011 were generally consistent with the oeasoted above. On a constant currency basisatipgimargin as a percentage of revenues
decreased in the first half of fiscal 2011 duedasons consistent with those noted above.

Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatiee believe the following information is helpfal &n overall understanding of our past
financial performance and prospects for the futMigu should review the introduction under “Impat®equisitions” @bove) for a discussic
of the inherent limitations in comparing pre- armdipacquisition information.

Our operating results include the following busBiesmbination accounting adjustments and exper$sed to acquisitions as well as cer
other significant expense and income items:

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

(in millions) 2010 2009 2010 2009
Software license updates and product support dgefeavenue® $ 22 $ 14 $ 47 $ 28
Hardware systems support deferred revei® 45 — 10€ —
Amortization of intangible asse@ 614 43€ 1,217 867
Acquisition related and oth®®) 47 10 13C 16
Restructuring® 18¢ 114 31¢ 162
Stocl-based compensati(® 11¢ 104 24¢ 18¢
Income tax effect® (274 (17%) (528 (337)

$ 76z $ 50: $1,53¢ $ 9i¢

@ In connection with purchase price allocations ealab our acquisitions, we have estimated theviites of software support and hardware systemsostipbligations assumed. Due

to our application of business combination accauntiles, we did not recognize software licenseatggland product support revenues related to suppairacts that would have
otherwise been recorded by the acquired businessieglependent entities, in the amounts of $24anitind $14 million for the three months ended Nwober 30, 2010 and 2009,
respectively, and $47 million and $23 million fbetsix months ended November 30, 2010 and 2008ecé&sely. In addition, we did not recognize hardevaystems support
revenues related to hardware systems support ctstieat would have otherwise been recorded byaSuan independent entity, in the amount of $45anilhnd $106 million for the
three and six months ended November 30, 2010, cdsply.
Approximately $25 million, $19 million and $7 mitih of estimated software license updates and ptayaport revenues related to support contractsaeass will not be recognized
during the remainder of fiscal 2011, fiscal 2018 éiscal 2013, respectively, that would have othieenbeen recognized by the acquired businesseslegandent entities due to the
application of the aforementioned business comhinaccounting rules. In addition, approximately2$dillion, $35 million and $11 million of estimatdrrdware systems support
revenues related to hardware systems support com@masumed will not be recognized during the raedei of fiscal
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2011, fiscal 2012 and fiscal 2013, respectively thauld have otherwise been recognized by Sun asdapendent entity. To the extent customers rethese support contracts, we
expect to recognize revenues for the full contvatties over the support renewal period.

@ Represents the amortization of intangible assefsieed in connection with our acquisitions. As ai\mber 30, 2010, estimated future amortizatioreagps related to intangible
assets were as follows (in million:

Remainder of Fiscal 201 $ 1,17¢
Fiscal 201z 2,157
Fiscal 2012 1,78¢
Fiscal 201¢ 1,44¢
Fiscal 201¢ 1,065
Fiscal 201¢€ 57t
Thereaftel 19C

Total intangible assets subject to amortiza 8,39¢
In-process research and developn 127

Total intangible assets, n $ 8,52¢

O Acquisition related and other expenses primarilysist of personnel related costs for transitiomal eertain other employees, stock-based compensatjpenses, integration related
professional services, certain business combinaifnstments after the measurement periods havedeadd certain other operating expenses,

“ Substantially all restructuring expenses incurredng) the three and six months ended November @00 2elate to employee severance, facility exit€asd contract termination
costs in connection with our Sun Restructuring Phedditional information regarding our restructugiplans is provided in Note 7 of Notes to ConderfS8edsolidated Financial
Statements included elsewhere in this QuarterlyoRe

®)  stock-based compensation is included in the followingrapeg expense line items of our condensed coras@itistatements of operations (in millior

Three Months Ended Six Months Ended
November 30, November 30,
2010 2009 2010 2009
Sales and marketir $ 19 $ 20 $ 42 $ 36
Software license updates and product sug 3 4 8 8
Hardware systems produc 1 — 2 —
Hardware systems suppt 1 — 2 —
Services 4 3 8 6
Research and developme¢ 55 44 114 76
General and administrati\ 36 33 72 62
Subtotal 11¢ 104 248 18¢
Acquisition related and oth: 5 — 6 —
Total stocl-based compensatic $ 12: $ 10: $ 25: $ 18t

Stock-based compensation included in acquisititated and other expenses resulted from unveste#f sgions and restricted stock-based awards agbinm® acquisitions whose
vesting was accelerated upon termination of theleyegs pursuant to the terms of those stock optimisrestricted stock-based awards.

®  The income tax effects presented were calculatéfitlas above described charges were not includemiit results of operations for each of the respegteriods presented. Income
tax effects were calculated based on the appligabkdictional tax rates applied to the items witthe table above and resulted in an effectiveréa of 28.5% and 27.4% for the
second quarter of fiscal 2011 and 2010, respegtieeld 26.8% and 27.7% for the first half of fisealL1 and 2010, respectively. The differences éniticome tax rates for the second
quarter and first half of fiscal 2011 and fiscallRln comparison to the income tax rates derivecpe condensed consolidated statements of opesatiere due to differences in
jurisdictional tax rates and the related tax beasefitributable to our restructuring expenses @séhperiods
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Software Business
Our software business consists of our new softiweeases segment and software license updatesraddqt support segment.

New Software Licenses:  New software license revenues primarily repnegses earned from granting customers licenseséour databa
and middleware as well as our application softwaoelucts. We continue to place significant emphémsith domestically and internationally,
on direct sales through our own sales force. We @sitinue to market our products through indidannels. Sales and marketing expenses
are largely personnel related and include commmissgarned by our sales force for the sale of ditwace products, and also include
marketing program costs and amortization of inthlegassets.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constani 2009
New Software License Revenues:
Americas $ 1,03 32% 2% $ T77€ $ 1,687 33% 2% $ 1,27¢
EMEA 574 5% 12% 54¢ 92t 7% 14% 862
Asia Pacific 39t 21% 16% 327 672 23% 17% 54t

Total revenue 1,99¢ 21% 23% 1,65: 3,28¢ 22% 24% 2,681
Expenses:
Sales and marketir® 1,26( 13% 14% 1,113 2,32¢ 13% 14% 2,057
Stock-based compensation -

18 16% -16% 20 39 9% 9% 36

Amortization of intangible asse@ 211 1% 1% 20€ 41F 0% 0% 412

Total expense 1,48¢ 11% 12% 1,341 2,78( 11% 12% 2,50¢
Total Margin $ 51C 64% 3% $ 31z $ 504 190% 218% $ 17E
Total Margin % 26% 19% 15% 6%
% Revenues by Geography:
Americas 51% A47% 52% 48%
EMEA 29% 33% 28% 32%
Asia Pacific 20% 20% 20% 20%
Revenues by Product:
Database and middlewsz $ 1,42C 21% 23% $ 1,178 $ 2,35¢ 25% 27% $ 1,88¢
Applications 57¢ 21% 22% 47€ 92¢ 17% 17% 79E

Total new software license revent $ 1,99¢ 21% 23% $ 1,65 $ 3,28 22% 24% $ 2,68:
% Revenues by Product:
Database and middlewe 71% 71% 2% 70%
Applications 29% 29% 28% 30%

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

Fiscal Second Quarter 2011 Compared to Fiscal Second Quarter 2010:  Excluding the effect of currency rate fluctuatiotal new
software license revenues increased by 23% indgbensl quarter of fiscal 2011 due to growth acrdssajor regions and product types and
incremental revenues from our acquisitions. Onrestant currency basis, the Americas contributed, FORMEA contributed 16% and Asia
Pacific contributed 14% to our new software licerseenues growth during the second quarter of Ifdgal.

Excluding the effect of currency fluctuations, dstee and middleware revenues and applications uesancreased by 23% and 22%,
respectively, in the second quarter of fiscal 2@kl 20% and 13%, respectively, over the trailirgudrters, primarily due to improved
customer demand for our products, our sales foexeesution and incremental revenues from our attopris. In reported currency, Sun
contributed $136 million and other recent acquasisi contributed $6 million to the growth in ouralzdse and middleware revenues durin
second quarter of fiscal 2011. In reported currepay recent acquisitions contributed $27 milliorthe growth in our applications revenues.
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In reported currency, new software license revemaesed from transactions over $0.5 million inceedlgsy 12% in the second quarter of
fiscal 2011 and represented 47% of our new softliegase revenues in the second quarter of fisgal 2n comparison to 51% in the second
quarter of fiscal 2010.

Excluding the effect of favorable foreign curremaye fluctuations, our total software sales andketamng expenses increased in the second
quarter of fiscal 2011 primarily due to higher eoyde related and other operating expenses resfiiingour acquisition of Sun and higher
variable compensation expenses resulting from highe&enues.

New software license margin and margin as a pesigentf revenues increased as our revenues incrabaddster rate than our expen:

First Half Fiscal 2011 Compared to First Half Fiscal 2010:  Excluding the effect of foreign currency ratecfuations, total new software
license revenues increased by 24% in the firstdfdiscal 2011 for similar reasons as noted abbaveeported currency, products acquired
from Sun and other recent acquisitions contrib®284 million and $16 million, respectively, to theowth in our database and middleware
revenues during the first half of fiscal 2011 amdducts from our other recent acquisitions contedu$30 million to the growth in our
applications revenues during the first half of éis2011. In reported currency, new software licelesenues earned from transactions over
$0.5 million increased by 14% in the first halffisital 2011 and represented 44% of new softwaen$ie revenues in the first half of fiscal
2011 in comparison to 48% in the first half of &2010.

Excluding the effect of foreign currency rate fluations, total software sales and marketing exmemssv software license margin and ma
as a percentage of revenues increased due to sethstrare generally consistent with those notedab

Software License Updates and Product Support:  Software license updates grant customers rightsispecified software product upgrades
and maintenance releases issued during the supgriotl. Product support includes internet accessdanical content as well as internet and
telephone access to technical support personmelriglobal support centers. Expenses associat&édowitsoftware license updates and
product support segment include the cost of progdhe support services, largely personnel relatg@nses, and the amortization of our
intangible assets associated with software sumoortracts and customer relationships obtained &oquisitions.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Software License Updates and Product Support Revenues:
Americas $ 1,95¢ 13% 12% $1,73¢ $ 3,84: 12% 11%  $ 3,42¢
EMEA 1,18 9% 16% 1,08¢ 2,28¢ 8% 15% 2,12(
Asia Pacific 508 18% 12% 42E 964 18% 11% 81E%
Total revenue 3,64 12% 13% 3,247 7,09¢ 12% 13% 6,36¢
Expenses:
Software license updates and product sup®) 304 17% 18% 26C 607 26% 27% 482
Stoclk-based compensatic 3 -40% -40% 4 8 -10% -10% 8
Amortization of intangible asse(® 20€ -3% -3% 21t 414 -3% -3% 42€
Total expense 51& 8% 8% 47¢ 1,02¢ 12% 12% 91€
Total Margin $ 3,13( 13% 14% $ 2,76¢ $ 6,06] 11% 13%  $ 5,44¢
Total Margin % 86% 85% 85% 86%
% Revenues by Geography:
Americas 54% 53% 54% 54%
EMEA 32% 34% 32% 33%
Asia Pacific 14% 13% 14% 13%

@ Excluding stoc-based compensatic
@ Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opes
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Fiscal Second Quarter 2011 Compared to Fiscal Second Quarter 2010:  Excluding the effect of currency rate fluctuatiossftware license
updates and product support revenues increasée second quarter of fiscal 2011 as a result of saftware licenses sold (with substanti
all customers electing to purchase support corgyalttring the trailing 4-quarter period, the renksfagsubstantially all of the customer base
eligible for renewal in the current fiscal quard@d incremental revenues from recent acquisitiBrsluding the effect of currency rate
fluctuations, the Americas contributed 53%, EMEAtibuted 35% and Asia Pacific contributed 12%tte increase in software license
updates and product support revenues.

In reported currency, software license updatespaoduct support revenues in the second quartés@dlf2011 included incremental revenues
of $93 million from Sun and $38 million from ourhetr recent acquisitions. As a result of our actjoiss, we recorded adjustments to reduce
assumed software license updates and product suggiyations to their estimated fair values atdleguisition dates. Due to our application
of business combination accounting rules, softliaemse updates and product support revenues ddlatipport contracts in the amounts of
$22 million and $14 million that would have beeheise recorded by our acquired businesses apendent entities, were not recognized
in the second quarter of fiscal 2011 and fiscal®@0&spectively. Historically, substantially allafir customers, including customers from
acquired companies, renew their software suppaitracts when such contracts are eligible for reheW@the extent these underlying
software support contracts are renewed, we wibhgaze the revenues for the full value of theseremts over the support periods, the
substantial majority of which are one year in diorat

On a constant currency basis, total software lieenslates and product support expenses increaisearity due to an increase in salaries and
benefits expenses resulting from increased headtoanwas primarily Sun-related.

Excluding the effect of currency rate fluctuatiottgal software license updates and product suppargin and margin as a percentage of
revenues increased as our total revenues increasefhster rate than our total expenses.

First Half Fiscal 2011 Compared to First Half Fiscal 2010:  On a constant currency basis, the growth insottware license updates and
product support revenues and expenses is primtiiputable to the same reasons as noted abova.d®nstant currency basis, the Amer
contributed 51%, EMEA contributed 37% and Asia Raciontributed 12% to the increase in softwarertise updates and product support
revenues. Software license updates and producbsugyenues in the first half of fiscal 2011 i incremental contributions of $168
million from Sun and $60 million from our other e acquisitions. Software license updates andystaglipport revenues related to support
contracts in the amounts of $47 million and $23iailthat would have been otherwise recorded byaoguired businesses as independent
entities were not recognized in the first halfisEal 2011 and 2010, respectively, due to businessination accounting rules.

On a constant currency basis, total software lieaenmslates and product support expenses increasdd dimilar reasons as noted above as
well as an increase in bad debt expenses. Exclullngffect of currency rate fluctuations, totdtware license updates and product support
margin increased due to an increase in our reveanesour margin as a percentage of total revewasdlat.

Hardware Systems Business

As a result of our acquisition of Sun in Januar§@0wve entered into a new hardware systems busi@eshardware systems business
consists of two operating segments: hardware syspeoducts and hardware systems support.

Hardware Systems Products:  Hardware systems products revenues are pringeilerated from the sales of our computer semver a
storage products. We market and sell our hardwesteims products through our direct sales forceiraidect channels such as independent
distributors and value added resellers. Operatipgeses associated with our hardware systems peothetude the cost of hardware systems
products, which consist of expenses for materiadslabor used to produce these products by oumiakenanufacturing operations or by th
party manufacturers, warranty expenses and thedngbgeriodic changes in inventory valuation, udihg the impact of inventory
determined to be excess and obsolete. Operatirgnsegp associated with our
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hardware systems products also include sales aricetitg expenses, which are largely personneledlahd include incentive compensation
earned by our sales force for the sales of ountenel products, and amortization of intangible asset

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Hardware Systems Products Revenues:
Americas $ 602 * * [ — $ 1,144 * * s  —
EMEA 32¢ & & — 667 & &
Asia Pacific 181 * * — 37¢ * * —

Total revenue 1,112 © © — 2,19(C © © —
Expenses:
Hardware systems produ®) 524 * * — 1,08( * * —
Sales and marketir() 251 * * — 496 * * —
Stocl-based compensatic 2 * * — 5 * * —
Amortization of intangible asse(?) 103 * * — 204 * * —

Total expense 88C £ £ — 1,78 £ £ —
Total Margin $ 232 * * $ — $ 40E * * $ —
Total Margin % 21% * 18% *
% Revenues by Geography:
Americas 54% * 52% *
EMEA 30% * 31% *
Asia Pacific 16% * 17% *

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

Hardware Systems Support:  Our hardware systems support offerings prouidgomers with software updates for the softwarepgmanents
that are essential to the functionality of our ek systems and storage products and can inchodieigt repairs, maintenance services, and
technical support services. Expenses associatbdowithardware systems support operating segmelatlie the cost of materials used to
repair customer products, the cost of providingosupservices, largely personnel related expersesthe amortization of our intangible
assets associated with hardware systems suppdractnand customer relationships obtained fronSil@ acquisition.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constani 2009 2010 Actual Constant 2009
Hardware Systems Support Revenues:
Americas $ 25¢ * * $ — $ 51z * * $ —
EMEA 264 * * — 523 * * —
Asia Pacific 118 * * — 22€ * * —

Total revenue 641 © @ — 1,261 @ © —
Expenses:
Hardware systems supp(1) 355 = & — 654 & = —
Stocl-based compensatic 1 * * — 2 * * —
Amortization of intangible asse(® 74 * * — 14¢ * * —

Total expense 43C * * — 80E * * —
Total Margin $211 i * $ = $ 45€ L * $ =
Total Margin % 33% * 36% *
% Revenues by Geography:
Americas 41% * 41% *
EMEA 41% * 41% *
Asia Pacific 18% * 18% *

@ Excluding stoc-based compensatic
@ Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opes
* Not meaningfu
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Our hardware systems support revenues were atlileuto hardware systems support contracts thaissemed through our acquisition of
Sun and hardware systems support contracts thatpugchased or renewed by customers in the posication period. As a result of our
acquisition of Sun, we recorded adjustments tocedssumed hardware systems support obligatigheitoestimated fair values at the
acquisition date. Due to our application of busine@mbination accounting rules, hardware systempatirevenues related to support
contracts in the amount of $45 million and $1086lionl that would have been otherwise recorded by &uan independent entity were not
recognized in the three and six months ended NoeeB, 2010, respectively. To the extent these lyidg support contracts are renewed,
we will recognize the revenues for the full valddhese contracts over the future support periods.

Services

Services consist of consulting, On Demand and dauca

Consulting:  Consulting revenues are earned by providingises to customers in the design, implementatiepjayment and upgrade of
our database and middleware software products basvapplications software products. The costrof/ing consulting services consists
primarily of personnel related expenditures.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Consulting Revenues:
Americas $ 391 17% 17% $ 33t $ 76z 10% 10% $ 69t
EMEA 224 -12% -8% 253 411 -13% -9% 47z
Asia Pacific 123 19% 14% 104 231 23% 17% 18¢
Total revenue 73€ 7% 8% 692 1,40¢ 4% 5% 1,35¢
Expenses:
Services() 627 0% 1% 628 1,19: -2% -1% 1,221
Stoclk-based compensatic 2 4% 4% 2 4 -3% -3% 4
Amortization of intangible asse(® 10 0% 0% 10 19 3% 3% 19
Total expense 63¢ 0% 1% 64C 1,21°¢ -2% -1% 1,24¢
Total Margin $ 99 90% 87% $ 52 $ 18¢ 70% 63% $ 111
Total Margin % 14% 8% 14% 8%
% Revenues by Geography:
Americas 53% 48% 55% 51%
EMEA 30% 37% 29% 35%
Asia Pacific 17% 15% 16% 14%

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

Fiscal Second Quarter 2011 Compared to Fiscal Second Quarter 2010:  Excluding the effect of currency rate fluctuatioosnsulting
revenues increased in the second quarter of f&xHl due to revenue increases in the Americas araPacific regions and revenue
contributions from our recently acquired companigsich were partially offset by a reduction in cohlimg revenues in the EMEA region.

Excluding the effect of currency rate fluctuatioosnsulting expenses increased slightly in the seécmarter of fiscal 2011 due to increase
external contractor costs to support our increasevenues and an increase in variable compensatjzenses, which were almost entirely
offset by a reduction in salary and related expemssulting from reduced headcount.

On a constant currency basis, consulting marginnaaidjin as a percentage of revenues increasee settond quarter of fiscal 2011 due
primarily to an increase in our revenues.
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First Half Fiscal 2011 Compared to First Half Fiscal 2010:  Excluding the effect of currency rate fluctoats, the increase in consulting
revenues in the first half of fiscal 2011 was gefigrdue to similar reasons as those discussedeal@iv a constant currency basis, our
expense decreases in the first half of fiscal 20é&de primarily due to a reduction in salary andted expenses from reduced headcount,
partially offset by increases in external contraeixpenses and variable compensation expensesc@rstant currency basis, total margin
total margin as a percentage of revenues incredigting the first half of fiscal 2011 due to botlveaue increases and expense decreases.

On Demand: On Demand includes our Oracle On Demand andiAckd Customer Services offerings. Oracle On Demamddes multi-
featured software and hardware management andenaimte services for customers that are delivetedrat our data center facilities, at
select partner data centers, or physically onatitaistomer facilities. Advanced Customer Servimssists of solution lifecycle management
services, database and application managementagrundustry-specific solution support centers rmiote and on-site expert services. As a
result of our acquisition of Sun in the third geanf fiscal 2010, we increased the volume anddifeaf our Advanced Customer Services
offerings, including onsite and remote operatiommagement, hardware systems expert services, akdged offerings that support the
installation and optimization of Sun systems. Tastof providing On Demand services consists piilsnaf personnel related expenditures,
technology infrastructure expenditures and faesittosts.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constani 2009
On Demand Revenues:
Americas $171 73% 71% $ 99 $ 332 74% 73% $19C
EMEA 12¢ 121% 135% 58 244 111% 125% 11€
Asia Pacific 51 61% 52% 31 95 53% 44% 62
Total revenue 35C 86% 86% 18¢ 671 82% 83% 36€
Expenses:
Services() 267 94% 93% 138 527 99% 99% 26€
Stoclk-based compensatic 2 24% 24% 4 38% 38% 2
Amortization of intangible asse(®) 8 129% 129% 3 16 129% 129% 7
Total expense 277 94% 93% 142 547 99% 99% 27E
Total Margin $ 73 60% 62% $ 46 $124 34% 35% $ 93
Total Margin % 21% 24% 19% 25%
% Revenues by Geography:
Americas 49% 53% 50% 52%
EMEA 37% 30% 36% 31%
Asia Pacific 14% 17% 14% 17%

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

Excluding the effect of currency rate fluctuatioti® increases in our On Demand revenues durinfistted 2011 periods were primarily due
to revenue contributions from Sun and, to a lesst@nt, increased revenues from our legacy Advafeesiomer Services and legacy Oracle
On Demand offerings. Excluding the effect of cuoyenate fluctuations, the Americas contributed 4&8d 48%, EMEA contributed 44% and
43% and Asia Pacific contributed 10% and 9% toilcecases in On Demand revenues during the seagartieq and first half of fiscal 2011,
respectively.

On a constant currency basis, On Demand expensesmged during the fiscal 2011 periods primarilg ttuadditional employee related
expenses associated with the acquisition of Surhagieer third-party contractor expenses that suggdihe increases in our revenues.
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On a constant currency basis, On Demand margieasexd and margin as a percentage of revenuesetediiming the fiscal 2011 periods (
to the post-combination contributions from our dsijion of Sun, which increased our total margin &lso increased our total expenses at a
faster rate than our total revenues.

Education:  Education revenues are earned by providinguosir-led, media-based and internet-based traiminige use of our software
and hardware products. Education expenses prin@oiigist of personnel related expenditures, fasliand external contractor costs.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Education Revenues:
Americas $ 40 21% 21% $ 33 $ 76 22% 21% $ 62
EMEA 35 23% 30% 29 60 23% 31% 48
Asia Pacific 22 36% 29% 16 42 31% 24% 33

Total revenue 97 25% 26% 78 17¢€ 25% 25% 148
Expenses:
Services 71 13% 14% 63 13€ 15% 16% 121

Total Expense 71 13% 14% 63 13¢€ 15% 16% 121
Total Margin $ 26 71% 74% $ 15 $ 40 TT% 74% $ 22
Total Margin % 27% 19% 22% 15%
% Revenues by Geography:
Americas 41% 42% 43% 43%
EMEA 36% 37% 33% 34%
Asia Pacific 23% 21% 24% 23%

On a constant currency basis, education revenukesxgrenses increased in the fiscal 2011 periodsapily due to Sun. Excluding the effect
of currency rate fluctuations, the Americas contiiidl 36% and 39%, EMEA contributed 40% and 38%,/4sid Pacific contributed 24% ai
23% to the increases in education revenues dunmgécond quarter and first half of fiscal 201%pestively. On a constant currency basis,
education margin and margin as a percentage ohue@geincreased during the fiscal 2011 periodsraswdt of our revenues increasing at rate
faster than our expenses.

Research and Development Expenses.  Research and development expenses consistrifyimiapersonnel related expenditures. We intend
to continue to invest significantly in our reseaastd development efforts because, in our judgntleay, are essential to maintaining our
competitive position.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constani 2009 2010 Actual Constant 2009
Research and developmi® $ 1,06  60% 60% $ 66¢ $ 2,106 63% 63% $ 1,292
Stocl-based compensatic 55 26% 26% 44 114 50% 50% 76
Total expense $ 1,11¢ 58% 58% $ 70 $ 2,22 62% 62% $ 1,36¢
% of Total Revenues 13% 12% 14% 13%

@ Excluding stoc-based compensatic

On a constant currency basis, total research avelaiament expenses increased during the fiscal pétibds primarily due to increased
expenses from Sun, including additional employésted expenses such as salaries, variable compmmdagnefits and stock-based
compensation from increased headcount, and tesarlestent, increased expenses related to fasjliigner infrastructure costs and legal
related expenses.
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General and Administrative Expenses.  General and administrative expenses primadhsist of personnel related expenditures for
information technology, finance, legal and humasotgces support functions.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
General and administrative -

$12C 20% -23% $15C $35€ 10% 9% $321

Stocl-based compensatic 36 11% 11% _ 33 12 19% 19% _ 62
Total expenses -

$15€ 15% -17% $18¢ $42¢ 12% 11% $38¢

% of Total Revenues 2% 3% 3% 4%

@ Excluding stoc-based compensatic

Fiscal Second Quarter 2011 Compared to Fiscal Second Quarter 2010:  On a constant currency basis, total general andrastnative
expenses decreased during the second quartecaf 2811 primarily due to a $120 million benefitated to the recovery of legal costs, wt
was partially offset by additional employee relagagenses resulting from Sun.

First Half Fiscal 2011 Compared to First Half Fiscal 2010:  On a constant currency basis, total generabanainistrative expenses
increased during the first half of fiscal 2011 paily due to additional employee related expensssalting from Sun, partially offset by a
$120 million benefit related to the recovery ofdégosts.

Amortization of | ntangible Assets:

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change

(Dollars in millions) 201C  Actual  Constani  200¢ 2010 Actual Constant  200¢
Software support agreements and related relatipa $141 0% 0% $141 $ 282 1% 1% $28C
Hardware systems support agreements and relatgtbredhips 30 * * — 59 * * —
Developed technolog 25C 39% 39% 18C 49C 36% 36% 36C
Core technolog: 80 21% 21% 66 15¢ 22% 22% 13C
Customer relationshig 96 140% 140% 40 194 149% 149% 78
Trademarks _17 89% 89% _ 9 34 79% 79% 19

Total amortization of intangible asst $614 41% 41%  $43€  $1,217 40% 40%  $867

* Not meaningfu

Amortization of intangible assets increased infibeal 2011 periods presented due to additionalrtiration from intangible assets that we
acquired since the beginning of fiscal 2010, intigdhose from our acquisition of Sun. See Noté Bates to Condensed Consolidated
Financial Statements for additional informationamreting our intangible assets (including weightedrage useful lives) and related
amortization.
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Acquisition Related and Other Expenses:  Acquisition related and other expenses cowgipersonnel related costs for transitional and
certain other employees, stock-based compensatfmenees, integration related professional servigsain business combination
adjustments after the measurement periods haveleadé certain other operating expenses, net. Stas&d compensation expenses inclt
in acquisition related and other expenses restitad unvested stock options and restricted stodetiawards assumed from acquisitions
whereby vesting was accelerated upon terminaticgheémployees pursuant to the original terms adehstock options and restricted stock-
based awards.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 201¢ Actual Constant ~ 200¢  201C Actual Constant ~ 200¢
Transitional and other employee related c $ 28 1,078% 1,058% $ 2 $ 77 1,346% 1,355% $ 5
Stoclk-based compensatic 5 * * — 6 * * —
Professional fees and other, 31 645% A472% 4 59 667% 524% 7
Business combination adjustments, _@7 -536% 49%5% 4 (12 -486% -384% 4
Total acquisition related and other exper $ 47 349% 284%  $10  $13C 705% 580%  $ 16

* Not meaningfu

On a constant currency basis, acquisition relatedather expenses increased in the fiscal 201bgepresented primarily due to higher
transitional employee related expenses and higteéegsional fees that were both primarily relaedur acquisition of Sun, partially offset
by certain business combination adjustments indwafeer the measurement period had ended.

Restructuring expenses:  Restructuring expenses consist of employeerarue costs and may also include charges for datpliacilities
and other costs to improve our cost structure mosygely. For additional information regarding ddracle-based and acquired company
restructuring plans, see Note 7 of Notes to Coretb@0nsolidated Financial Statements.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Restructuring expens: $18¢ 66% 87% $114 $31€ 97% 116% $162

Restructuring expenses in the fiscal 2011 periodsgnted primarily related to our Sun RestructuRtan, which our management approved,
committed to and initiated in order to better algymr cost structure as a result of our acquisitib8un. To a lesser extent, we also incurred
expenses associated with other Oracle-based plaich wur management approved, committed to an@fed in order to restructure and
further improve efficiencies in our Oracle-base@mions. The total estimated remaining restruatucosts associated with the Sun
Restructuring Plan were approximately $485 millianof November 30, 2010 and will be recorded tadéiséructuring expense line item
within our consolidated statements of operationthasosts are incurred. Our estimated costs maylbject to change in future periods.

Interest Expense:

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constant 2009
Interest expens $214 14% 14% $18€ $41C 12% 12% $36€

Interest expense increased in the fiscal 2011 gepoesented due to higher average borrowingstireg@ilom our issuance of $3.25 billion of
senior notes in July 2010, and was partially offset reduction in interest expense associatedtivimaturity and repayment of other
borrowings, primarily $1.0 billion of floating ratetes in May 2010.
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Non-Operating Income, net:  Non-operating income, net consists primarilyndérest income, net foreign currency gains (Isgsbe
noncontrolling interests in the net profits of moajority-owned subsidiaries (Oracle Financial SegsiSoftware Limited and Oracle Japan),
and net other income (losses) including net redlgains and losses related to all of our investsantl net unrealized gains and losses re
to the small portion of our investment portfoli@thwe classify as trading.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 201C Actual Constant 200¢ 201C Actual Constant 200¢
Interest income $ 39 31% 31% $ 30 $ 73 13% 14% $ 65
Foreign currency gains (losses), 33 1,745% 2,414% 2) 82 501% 536% (20)
Noncontrolling interests in incon (22) -39% -39% (16) 47) -19% -18% (40)
Other income, ne _40 98% 93% _2 _57 90% 85% _ 30
Total nor-operating income, ne $ 90 177% 178% $ 33 $16E 383% 406% $35

Non-operating income, net increased during the fi204ll periods presented primarily as a result ofereign currency transaction gains in
comparison to net foreign currency transactiondsss the corresponding prior year periods, in@eas interest income in the fiscal 2011
periods due to larger average cash, cash equigadadt marketable securities balances and gainsféreonable changes in the values of our
marketable securities (included in other incomé), that we classify as trading that are held tgpeupour deferred compensation plan
obligations.

Provision for Income Taxes.  Our effective tax rate in all periods is theul of the mix of income earned in various taxgdictions that
apply a broad range of income tax rates. The pi@vi®r income taxes differs from the tax compuaéthe U.S. federal statutory income tax
rate due primarily to state taxes and earningsidered as indefinitely reinvested in foreign opienas. Future effective tax rates could be
adversely affected if earnings are lower than gdted in countries where we have lower statutatgs, by unfavorable changes in tax laws
and regulations or by adverse rulings in tax relditegation.

Three Months Ended November 30, Six Months Ended November 30,
Percent Change Percent Change
(Dollars in millions) 2010 Actual Constant 2009 2010 Actual Constani 2009
Provision for income taxe $ 77€ 37% 39% $ 56t $1,21¢ 22% 13% $ 1,00¢
Effective tax rate 29.3% 27.9% 27.4% 28.0%

Provision for income taxes increased during theafi011 periods presented due substantially toenigmcome before tax.

Liquidity and Capital Resources

November 30

May 31,
(Dollars in millions) 2010 Change 2010
Working capital $ 19,38 57% $ 12,31
Cash, cash equivalents and marketable sect $ 24,84 35% $ 18,46¢

Working capital:  The increase in working capital as of Noven@r2010 in comparison to May 31, 2010 was prirgatile to our
issuance of $3.25 billion of long-term, senior rsoite July 2010 and the favorable impact to ourcoetent assets resulting from our net
income during the first half of fiscal 2011, palitiaoffset by cash used for acquisitions, repuresasf our common stock and cash used tc
dividends to our stockholders. Our working capitely be impacted by some of the aforementioned faatdfuture periods, certain amounts
and timing of which are variable.

Cash, cash equivalents and marketable securities:  Cash and cash equivalents primarily consisteposits held at major banks, money
market funds, Tier-1 commercial paper, U.S. Treasbtigations, U.S. government agency and govertsgonsored enterprise obligations,
and other securities with original maturities of@fys or less. Marketable securities primarily ¢stnsf time deposits held at major banks,
Tier-1 commercial paper,
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corporate notes, U.S. Treasury obligations, U.8eganent agency and government sponsored enteqgiiigmtions and certain other
securities. The increase in cash, cash equivadertsnarketable securities at November 30, 2010nmparison to May 31, 2010 was
primarily due to the issuance of $3.25 billion eh®r notes in July 2010 and an increase in cashrgéed from our operating activities. We
have $2.25 billion of senior notes outstanding fasavember 30, 2010 that are payable in Januaryl 20&sh, cash equivalents and
marketable securities included $19.8 billion heydolir foreign subsidiaries as of November 30, 20t@& amount of cash, cash equivalents
and marketable securities that we report in U.Slabofor a significant portion of the cash heldthgse subsidiaries is subject to translation
adjustments caused by changes in foreign currexadyamge rates as of the end of each respectivetimgpperiod (the offset to which is
recorded to accumulated other comprehensive inaomair consolidated balance sheet). As the U.Jabgénerally weakened against most
major international currencies during the firstflodlfiscal 2011, the amount of cash, cash equivaland marketable securities that we
reported in U.S. Dollars for these subsidiarieseased as of November 30, 2010 relative to whawvagd have reported using a constant
currency rate as of May 31, 2010. Our increasa@sghgccash equivalents and marketable securitiesded during the first half of fiscal 2011,
was partially offset by cash used for acquisitidhe,repurchases of our common stock, the paynfarast dividends to our stockholders and
the repayment of commercial paper notes.

Days sales outstanding, which is calculated byditig period end accounts receivable by averagg dales for the quarter, was 46 days at
November 30, 2010 compared with 53 days at May2810. The days sales outstanding calculation egsltite adjustment that reduces
acquired software license updates and product suppbgations and hardware systems support olitigatto fair value. Our decline in days
sales outstanding is primarily due to the collattio our first half of fiscal 2011, of large sotive license and support balances outstanding a
of May 31, 2010.

Six Months Ended November 30,

(Dollars in millions) 2010 Change 2009

Cash provided by operating activiti $ 4,76 8% $ 4,38
Cash used for investing activiti $ (6,699 159% $ (2,589
Cash provided by financing activitir $ 2,08¢ -46% $ 3,84:

Cash flows from operating activities:.  Our largest source of operating cash flowsaghacollections from our customers following the
purchase and renewal of their software license tggdand product support agreements. Payments fustaroers for these support agreem
are generally received near the beginning of thgraots’ terms, which are generally one year igtenWe also generate significant cash
from new software license sales, sales of hardegstems products and hardware systems supporgarmemts and, to a lesser extent,
services. Our primary uses of cash from operatatiyities are for personnel related expenditureatamal and manufacturing costs related to
the production of our hardware systems produckestand leased facilities.

Net cash provided by operating activities incredgetie first half of fiscal 2011 primarily due toe cash favorable impact of our increa
net income, adjusted for depreciation and amoitimatvhich was partially offset by certain otheffavorable changes in working capital
including an increase in cash used to pay incoxestand an increase in net cash used to pay accongoensation liabilities such as
commissions and bonuses, in each case comparke tiost half of fiscal 2010.

Cash flows from investing activities:.  The changes in cash flows from investing atiisiprimarily relate to acquisitions and the tignof
purchases, maturities and sales of our investniemisrketable debt securities. We also use casivést in capital and other assets to suf
our growth.

Net cash used for investing activities increasetthénfirst half of fiscal 2011 due to an increaseash used to purchase marketable secu
(net of proceeds received from sales and matuyitsincrease in cash used for acquisitions, heash acquired (refer to Note 2 of Notes to
Condensed Consolidated Financial Statements indlatdewhere in this Quarterly Report for addition&rmation regarding our
acquisitions), and an increase in capital expensktu
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Cash flows from financing activities:  The changes in cash flows from financing ati&siprimarily relate to borrowings and payments
under debt facilities as well as stock repurchadiegjend payments and proceeds from stock opti@ndises.

Net cash provided by financing activities in thestfhalf of fiscal 2011 decreased primarily dua t@duction in the amount of lc-term
senior notes that we issued ($3.25 billion of leegn senior notes issued) in comparison to the gear period ($4.5 billion of long-term
senior notes issued) and an increase in repayroéntsnmercial paper notes, partially offset by meréase in proceeds from stock option
exercises.

Freecash flow: To supplement our statements of cash flowsgmtesl on a GAAP basis, we use non-GAAP measureasti flows on a
trailing 4-quarter basis to analyze cash flows gateel from our operations. We believe free cash ftoalso useful as one of the bases for
comparing our performance with our competitors. presentation of noGAAP free cash flow is not meant to be consideneidalation or a
an alternative to net income as an indicator ofpmrformance, or as an alternative to cash floamfoperating activities, as a measure of
liquidity. We calculate free cash flows as follows:

Trailing 4-Quarters Ended November 30,

(Dollars in millions) 2010 Change 2009

Cash provided by operating activiti $ 9,05 5% $ 8,654
Capital expenditure® (369 60% (230
Free cash flov $ 8,68/ 3% $ 8,424
Net income $ 6,77¢ $ 5,80
Free cash flow as a percent of net incc 128% 145%

@ Represents capital expenditures as reported infeash from investing activities in our condensexhsolidated statements of cash flows presenteddardance with U.S. generally
accepted accounting principle

Long-Term Customer Financing:  We offer certain of our customers the option toudiegour software products, hardware systems pits
and services offerings through separate long-teagmgnt contracts. We generally sell contractsuleahave financed on a noaeourse bas

to financial institutions. We record the transfef@amounts due from customers to financial ingtng as sales of financial assets because we
are considered to have surrendered control of thesecial assets. We financed $276 million and4sB4llion, respectively, or approximate
8% and 13%, respectively, of our new software keerevenues during the first half of fiscal 201d 2610 and $62 million, or approximat:
3%, of our hardware systems products revenuesglthinfirst half of fiscal 2011.

Recent Financing Activities

Commercial Paper Notes During the first half of fiscal 2011, we re@&@881 million of commercial paper notes that wisseied in fiscal
2010 pursuant to our commercial paper program, vlilows us to issue and sell unsecured short peomissory notes pursuant to a private
placement exemption from the registration requinet;mender federal and state securities laws. Asovember 30, 2010, we had no
commercial paper notes outstanding ($881 milliotstanding as of May 31, 2010). Additional detafl®or various debt facilities and
obligations are included in the “Contractual Obligas” section below, in Note 6 of Notes to Cond=mh€onsolidated Financial Statements
included elsewhere in this Quarterly Report anNdte 8 of Notes to Consolidated Financial Statesmemiuded in our Annual Report on
Form 10-K for the year ended May 31, 2010.

Senior Notes In July 2010, we issued $3.25 billion of fixeste senior notes comprised of $1.0 billion 0f73% notes due July 2020 and
$2.25 billion of 5.375% notes due July 2040. Weeéskthese senior notes in order to repay indebssdirecluding repayment of our 5.00%
senior notes that are due January 2011 ($2.25Milirincipal amount outstanding as of November2800), for general corporate purposes,
for future acquisitions and in order to replenisiSlt used to repay $1.0 billion of the floating rsgaior notes that matured in May 2010.
Additional details regarding these senior notesraieided in Note 6 of Notes to Condensed Constditi&inancial Statements included
elsewhere in this Quarterly Report.
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Contractual Obligations:  The contractual obligations presented in the thblew represent our estimates of future paymendgufixed
contractual obligations and commitments. Changeaiirbusiness needs, cancellation provisions, dhgrigterest rates and other factors r
result in actual payments differing from thesemates. We cannot provide certainty regarding tinétj and amounts of payments. We have
presented below a summary of the most significastimptions used in preparing this information waitthie context of our consolidated
financial position, results of operations and ciahvs. The following is a summary of our contradtabligations as of November 30, 2010:

Year Ending May 31,

(Dollars in millions) Total 2011 2012 2013 201« 2015 2016 Thereafter
Principal payments on lo-term debi® $17,00( $2,25( $ — $1,25( $ — $1,50( $2,00( $  10,00(
Capital lease(® 5 5 — — — — — —
Interest payments on lo-term debi®) 11,20¢ 40¢ 73¢€ 73¢€ 67€ 66E 65E 7,327
Operating lease(3) 1,79C 267 441 315 201 145 12¢ 292
Purchase obligations and ott(*) 704 624 47 20 _ 7 3 3 —

Total contractual obligatior $30,70:1 $3,55¢ $1,22¢ $2,32¢ $884 $2,31¢ $2,78¢ $ 17,62(

@ our borrowings (excluding capital leases) consishe following as of November 30, 201

Principal Balance

5.00% senior notes due January 2 $ 2,25(
4.95% senior notes due April 20 1,25(
3.75% senior notes due July 2014, including falugadjustment of $7 1,57¢
5.25% senior notes due January 2016, net of disafu$6 1,99¢
5.75% senior notes due April 2018, net of discafril 2,49¢
5.00% senior notes due July 2019, net of discofifib 1,74%
3.875% senior notes due July 2020, net of discofii2 99¢
6.50% senior notes due April 2038, net of discafri2 1,24¢
6.125% senior notes due July 2039, net of discotii8 1,242
5.375% senior notes due July 2040, net of discotii5 2,22

Total borrowings $ 17,03

We have entered into interest rate swap agreemelated to our July 2014 senior notes that havetomomic effect of modifying the fixed interestightions associated with these
senior notes so that the interest obligations &ffely became variable pursuant to a LIB®Rsed index. Interest payments on borrowings pteden the contractual obligations ta
above have been estimated using an interest rdtel4%, which represented our effective interest & of November 30, 2010 after consideratiomes$e fixed to variable interest
rate swap agreements, and are subject to charigime periods. The changes in fair value of outdessociated with the interest rate risk that reeh@dging pursuant to these
agreements are included in notes payable and ntrecurrent borrowings in our consolidated balastoeet and have been included in the above talilerodwings.

@ Represents remaining payments under capital lessbstantially all of which were assumed from ccguasitions.

@ Primarily represents leases of facilities and idekifuture minimum rent payments for facilitiesttve have vacated pursuant to our restructuringnaexder integration activities. V
have approximately $359 million in facility obligans, net of estimated sublease income, in acaresgducturing for these locations in our condensmusolidated balance sheet at
November 30, 201(

“ Represents amounts associated with agreementaréhahforceable, legally binding and specify teimsuding: fixed or minimum quantities to be puasled; fixed, minimum or
variable price provisions; and the approximate ignof the payment. We utilize several external nfiacturers to manufacture sub-assemblies for oudviare products and to
perform final assembly and test of finished hardnaroducts. We also obtain individual componentofa hardware products from a variety of indivitlsappliers based on
projected demand information. Such purchase comemitsare based on our forecasted component andfact&uming requirements and typically provide folfiflment within agreed
upon lead-times and/or commercially standard |léaés for the particular part or product and havenbiecluded in the amount presented in the abom&actual obligations table.
Routine arrangements for other materials and gtmatsare not related to our external manufactuaatscertain other suppliers and that are entettedrirthe ordinary course of
business are not included in this amount as theyanerally entered into in order to secure pricingther negotiated terms and are difficult tortfifg in a meaningful way

As of November 30, 2010, we have $2.8 billion ofagognized tax benefits, including related inteegst penalties, recorded on our

condensed consolidated balance sheet and all sligations have been excluded from the table alooseto the uncertainty as to when they

might be settled. We have reached certain settleagrrements with relevant taxing authorities tp gaproximately $120 million of these
liabilities. Although it remains unclear as to whgayments pursuant to these agreements will be nsadee or all may be made in fiscal

2011. We cannot make a reasonably reliable estiofatee period in which the remainder of our unigraed tax benefits will be settled or

released with the relevant tax authorities, alttioweg believe it is reasonably possible that ceméithhese liabilities could be settled or

released during fiscal 2011.
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Separately, in the second quarter of fiscal 20kLagreed to acquire Art Technology Group, Incravider of eCommerce software and
related on demand commerce optimization applicatiand certain other technology and developmeeta$sr approximately $1.1 billion in
cash. Our acquisition of Art Technology Group, liscexpected to close in our third quarter of fi’@l 1 but remains subject to certain
customary closing conditions.

We believe that our current cash, cash equivakemdsmarketable securities and cash generated fp@matons will be sufficient to meet our
working capital, capital expenditure and contraktidigation requirements. In addition, we believe could fund any future acquisitions,
dividend payments and repurchases of common stodg&lt with our internally available cash, cashiegjents and marketable securities,
cash generated from operations, our existing availdebt capacity, additional borrowings or frora thsuance of additional securities.

Off-Balance Sheet Arrangements.  We do not have any off-balance sheet arrangemieatsiive or are reasonably likely to have a current
or future effect on our financial condition, chasge financial condition, revenues or expensesyltesf operations, liquidity, capital
expenditures or capital resources that are materialvestors.

Stock Options and Restricted Stock-Based Awards

Our stock-based compensation program is a key coerg@f the compensation package we provide tactand retain certain of our
talented employees and align their interests viighimterests of existing stockholders. In the sdapmarter of fiscal 2011, our stockholders
approved amendments to the Amended and Restatete@arporation 2000 Long-Term Equity IncentiverRlmcluding an amendment to
increase the number of shares available underléimelyy 388,313,015 shares. We historically havatgdhonly stock options to our
employees. The restricted stock-based awards iedludthe table presented below were assumedestili of our acquisitions.

We recognize that options and restricted stockdbaseards dilute existing stockholders and have Isbiagcontrol the number of options and
restricted stock-based awards granted while progidompetitive compensation packages. Consistehttivese dual goals, our cumulative
potential dilution since June 1, 2007 has beenighted average annualized rate of 1.2% per year.pbitential dilution percentage is
calculated as the average annualized new optiorestiicted stock-based awards granted and assumeedf options and restricted stock-
based awards forfeited by employees leaving thepaoy, divided by the weighted average outstandigges during the calculation period.
This maximum potential dilution will only result #l options are exercised and restricted stoclethasvards vest. Some of the outstanding
options, which generally have a 10 year exercismg@gehave exercise prices higher than the cumearket price of our common stock. At
November 30, 2010, 3.8% of our outstanding stodloop had exercise prices in excess of the cumamket price. Consistent with o
historical practices, we do not expect that dilutitom future grants before the effect of our stogurchase program will exceed 2.0% per
year for our ongoing business. In recent yearsstmgk repurchase program has more than offsatilitve effect of our stoc-based
compensation program; however, we may reduce the ¢ our stock repurchases in the future as we use our available cash for
acquisitions, to pay dividends, to repay or repasehindebtedness or for other purposes. At NoveBMe2010, the maximum potential
dilution from all outstanding and unexercised stopkion and restricted stock-based awards, regesdiEwhen granted and regardless of
whether vested or unvested and including optionsrerkhe strike price is higher than the currentkataprice, was 7.8%.
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The Compensation Committee of the Board of Directeviews and approves the organization-wide sbtion grants to selected
employees, all stock option grants to executiveeefs and any individual stock option grants inesecof 100,000 shares. A separate Plan
Committee, which is an executive officer commiti@gproves individual stock option grants of up ®,000 shares to non-executive officers
and employees. Stock option and restricted stoskdaward activity from June 1, 2007 through Novend®, 2010 is summarized as
follows (shares in millions):

Options and restricted stc-based awards outstanding at May 31, 2 434
Options grante: 30¢€
Options and restricted stc-based awards assum 67
Options exercised and restricted s-based awards vest: (319
Forfeitures, cancellations and other, (99

Options and restricted stc-based awards outstanding at November 30, : 39t

Average annualized options and restricted «based awards granted and assumed, net of forfe 62

Average annualized stock repurcha (10€)

Shares outstanding at November 30, 2 5,051

Basic weighted average shares outstanding from Ju2@07 through November 30, 2C 5,067

Options and restricted stc-based awards outstanding as a percent of shastamding at November 30, 20 7.8%

In the money options and total restricted stockedaswvards outstanding (based on the closing pfioaracommon stock on the

last trading day of our fiscal period presenteda @ercent of shares outstanding at November 3@ 7.5%

Weighted average annualized options and restrittmk-based awards granted and assumed, net eitfioels and before stock

repurchases, as a percent of weighted averagesshatstanding from June 1, 2007 through Novembge2G00 1.2%
Weighted average annualized options and restritteek-based awards granted and assumed, net eftfoefs and after stock
repurchases, as a percent of weighted averagesshatstanding from June 1, 2007 through Novembe2300 -0.9%

Our Compensation Committee approves the annuah@aton-wide option grants to employees. Thesaiahoption grants are made during
the ten business day period following the secoading day after the announcement of our fiscaltfoguarter earnings report. During the
first half of fiscal 2011, we made our annual grain$tock options and certain other stock opticem¢s and we assumed certain restricted
stock-based awards totaling 105 million sharesctwiiere partially offset by forfeitures of 22 milti shares.

Recent Accounting Pronouncements

For information with respect to recent accountingnouncements and the impact of these pronouncementur consolidated financial
statements, see Note 1 of Notes to Condensed Gaaisal Financial Statements included elsewherkinQuarterly Report.

ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk

Foreign Currency Risk

Foreign Currency Transaction Risk

We transact business in various foreign curreremgsare subject to risks associated with the effeictertain foreign currency exposures.
have a program that primarily utilizes foreign emey forward contracts to offset these risks. Wg muspend this program from time to time
and did so during the fourth quarter of fiscal 2@m@I resuming the program in the second quartéisoal 2011. Increases or decreases ir
foreign currency exposures are offset by gain®sgds on foreign currency forward contracts thaemter into in order to mitigate the risks
and volatility associated with our foreign curreriansactions. Our foreign currency
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exposures typically arise from intercompany sulblgeefees, intercompany loans and other intercomrangactions that are generally
expected to be cash settled in the near term. @aigh currency forward contracts are generallytsteom in duration.

We neither use these foreign currency forward eatsrfor trading purposes nor do we designate ttoes@ard contracts as hedging
instruments pursuant to the Financial Accountirmp8ards Board’s Accounting Standards Codificatib®, Berivatives and Hedging
Accordingly, we record the fair values of thesetcacts as of the end of our reporting period toansolidated balance sheet with change
fair values recorded to our consolidated stateroBaperations. The balance sheet classificatiothferfair values of these forward contrac
prepaid expenses and other current assets forlizeeggains and other current liabilities for udisad losses. The statement of operations
classification for changes in fair values and csettlement of these forward contracts is hon-opegahcome, net.

Although we have resumed our foreign currency fedaantract program, we expect that we will congirta realize gains or losses with
respect to our foreign currency exposures, neaofggor losses from our foreign currency forwardtcacts. Our ultimate realized gain or loss
with respect to foreign currency exposures willgatly depend on the size and type of cross-cuyrgansactions that we enter into, the
currency exchange rates associated with these epgmand changes in those rates, the net real@adgloss on our foreign currency
forward contracts and other factors. As of Noven8&r2010, the notional amounts of the forward i@mis we held to purchase U.S. Dollars
in exchange for other major international curreseiere $1.6 billion, the notional amounts of fordvapntracts we held to sell U.S. Dollars
exchange for other major international currenciesen$153 million, and the notional amounts of theign currency forward contracts we
held to purchase Euros in exchange for other nmiafernational currencies were €287 million (approately $384 million). The net
unrealized losses of our outstanding foreign cuydarward contracts were nominal at November 80,2 Net foreign exchange transaction
gains (losses) included in non-operating incomejmthe accompanying condensed consolidated séatenof operations were $33 million
and $82 million for the three and six months endedember 30, 2010, respectively and $(2) milliod &20) million for the three and six
months ended November 30, 2009, respectively.

There were no other significant changes to our tijiadine and qualitative disclosures about markek during the first half of fiscal 2011.
Please refer to Part Il, Item 7A. Quantitative &uhlitative Disclosures about Market Risk includedur Annual Report on Form 10-K for
our fiscal year ended May 31, 2010 for a more ceteptliscussion of the other market risks we en@vunt

Item 4. Controls and Procedures

Evaluation of Disclosure Controlsand Procedures:  Based on our management’s evaluation (wittpdrécipation of our Chief Executive
Officer and our Chief Financial Officer), as of téed of the period covered by this Quarterly Repmrt Chief Executive Officer and our
Chief Financial Officer have concluded that ourstdosure controls and procedures” (as defined iedk1lB8a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tlcbdhge Act)) were effective to provide reasonabfuence that the information requi

to be disclosed by us in our reports filed or sutediunder the Exchange Act is recorded, processmdmarized and reported within the time
periods specified in the SEC’s rules and formsiaratcumulated and communicated to our managernmafiding our Chief Executive
Officer and our Chief Financial Officer) as appiiape to allow timely decisions regarding requiréstctbsure.

Changesin Internal Control over Financial Reporting:  There were no changes in our internal control divwancial reporting that occurrt
during our last fiscal quarter that have materiaffigcted, or are reasonably likely to materiaffiget, our internal control over financial
reporting.

Inherent Limitations on Effectiveness of Controls:  Our management, including our Chief ExecutifBo®r and Chief Financial Officer,
believes that our disclosure controls and procedanel internal control over financial reporting designed to provide reasonable assurance
of achieving their objectives and are effectivéhatreasonable assurance level. However, our maragaloes not expect that our disclosure
controls and procedures or our internal controk divencial reporting will prevent all errors anilifaaud. A control system, no matter how
well conceived and operated, can provide only nealsie, not absolute, assurance that the
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objectives of the control system are met. Furtther design of a control system must reflect thétfaat there are resource constraints, and the
benefits of controls must be considered relativinéir costs. Because of the inherent limitationall control systems, no evaluation of
controls can provide absolute assurance that attaloissues and instances of fraud, if any, haaentdetected. These inherent limitations
include the realities that judgments in decisiorkimg can be faulty, and that breakdowns can oceaabse of a simple error or mistake.
Additionally, controls can be circumvented by thdividual acts of some persons, by collusion of twenore people or by management
override of the controls. The design of any systémontrols also is based in part upon certainmagsions about the likelihood of future
events, and there can be no assurance that amndeiflisucceed in achieving its stated goals uradlgpotential future conditions; over time,
controls may become inadequate because of chamgesidlitions, or the degree of compliance withgie§ or procedures may deteriorate.
Because of the inherent limitations in a cost affeccontrol system, misstatements due to errdraard may occur and not be detected.
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

The material set forth in Note 14 of Notes to Carstrel Consolidated Financial Statements in Paerh IL of this Quarterly Report on Form
10-Q is incorporated herein by reference.

Item 1A. Risk Factors

In addition to the other information set forth imst Quarterly Report, you should carefully consitter factors discussed in Part I, Item 1A.
“Risk Factors” in our Annual Report on Form 10-K for fiscal year ended May 31, 2010. The risksulised in our Annual Report on Form
10-K could materially affect our business, finahciandition and future results. The risks descrilvedur Annual Report on Form 10-K are
not the only risks facing us. Additional risks amttertainties not currently known to us or thatouerently deem to be immaterial also may
materially and adversely affect our business, fagrcondition or operating results.

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds

Our Board of Directors has approved a program $atourepurchase shares of our common stock. Orb@cf, 2008, we announced that
Board of Directors had approved the expansion ofepurchase program by $8.0 billion and as of Maver 30, 2010, approximately $4.8
billion was available for share repurchases pursteaaur stock repurchase program.

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitstotill depend on factors such as our
working capital needs, our cash requirements fquisitions and dividend payments, our debt repayrabligations or repurchases of our
debt, our stock price, and economic and marketitond. Our stock repurchases may be effected tiora to time through open market
purchases or pursuant to a Rule 10b5-1 plan. @ak sepurchase program may be accelerated, sugphetelayed or discontinued at any
time.

The following table summarizes the stock repurclaatiwity for the three months ended November 80,2and the approximate dollar value
of shares that may yet be purchased pursuant tstock repurchase program:

Total Number of Approximate Dollar
Total Number of Average Shares Purchased as Pa Value of Shares that
Shares Price Paid of Publicly May Yet Be Purchasel
(in millions, except per share amounts) Purchased Per Share Announced Programs Under the Programs
September 1, 2010—September :

2010 3.3 $ 25.52 &L $ 4,924
October 1, 201—October 31, 201 3.C $ 28.3¢ 3.C $ 4,840.(
November 1, 201—November 30,

2010 2.8 $ 28.42 2.8 $ 4,759.:

Total 9.1 $ 27.3¢ 9.1
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Item 6. Exhibits
Exhibit Incorporated by Reference Filed
No. Exhibit Description Form File No. Exhibit Filing Date Filed By Herewith
10.29* Oracle Corporation Executive Bonus Plan 8-K 0005178¢ 10.2¢  10/13/1C Oracle
Corporatiol

10.30° Amended and Restated Oracle Corporation 2000 LargiT 8-K 0005178¢ 10.3C  10/13/1C Oracle

Equity Incentive Plan, as amended on October 60. Corporatiol
31.01 Certification Pursuant to Section 302 of the Saesa@xley

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

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

Act X
101 Interactive Data Files Pursuant to Rule 405 of Retgan S-T:

(i) Condensed Consolidated Balance Sheets as ofiiNber

30, 2010 and May 31, 2010, (ii) Condensed Conswiia

Statements of Operations for the three and six hsoahded

November 30, 2010 and 2009, (iii) Condensed Codatsdd

Statements of Cash Flows for the six months endadMber

30, 2010 and 2009 and (iv) Notes to Condensed Cidased

Financial Statemen X

*  Indicates management contract or compensatorygslanrangemen
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SIGNATURES

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

ORACLE CORPORATION

Date: December 21, 2010 By: /sl JEFFE PSTEIN

Jeff Epsteir
Executive Vice President and
Chief Financial Officel

Date: December 21, 2010 By: Isl__WiLLiaM C oREYW EsT
William Corey Wes
Senior Vice President, Corporate Controller and
Chief Accounting Office
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Exhibit 31.01
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT

I, Lawrence J. Ellison, certify that:

1. | have reviewed this quarterly report on Forn-Q of Oracle Corporatior
2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and we ha
a) designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) designed such internal control over financigloming, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant
d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theaRe and Audit Committee of the registrant’s bazrdirectors (or persons performing
the equivalent functions
a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
Date: December 21, 2010 By: /s/ LAwWRENCEJ. 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. | have reviewed this quarterly report on Forn-Q of Oracle Corporatior
2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and we ha
a) designed such disclosure controls and procedaresiused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) designed such internal control over financigloming, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip
c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant
d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theaRe and Audit Committee of the registrant’s bazrdirectors (or persons performing
the equivalent functions
a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an
b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reportin
Date: December 21, 2010 By: /s/ JErrEPSTEIN

Jeff Epstein
Executive Vice President and
Chief Financial Officel



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

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

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

Lawrence J. Ellison, the Chief Executive Officer@racle Corporation, and Jeff Epstein, the Chia&Rtial 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 Exchangeoh1934; anc
2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of Oracle

Corporation.
Date: December 21, 2010 By: /s/ LAwWRENCEJ. ELLISON
Lawrence J. Ellison
Chief Executive Officer and Direct:
Date: December 21, 2010 By: /s/ JeErrEPSTEIN

Jeff Epstein
Executive Vice President and
Chief Financial Officel



