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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 August 31, 2011

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 on its corpo¥&tb 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 filer Accelerated filer [

Non-accelerated filer O Smaller reporting company O
(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 September 16, 2011 was: 5,044602,
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Cautionary Note on Forward-Looking Statements

For purposes of this Quarterly Report, the termsat®,” “we,” “us” and “our” refer to Oracle Corpation and its consolidated subsidiaries.
This Quarterly Report on Form 10-Q contains statémghat are not historical in nature, are predécth nature, or that depend upon or refer
to future events or conditions or contain forwamdking statements within the meaning of Sectiom®the Securities Exchange Act of 1934,
as amended, and the Private Securities LitigatiefoiR Act of 1995. These include, among other thjrsgatements regarding:

e our expectation to continue to acquire companiagjyrts, services and technologi

e our expectation that our software busir total revenues and our profits generally will cong to increase
 our belief that software license updates and prosluigport revenues and margins will gre

» our international operations providing a signifitportion of our total revenues and expen

» our expectation to continue to make investmentgsearch and development and related product apptes, including those
related to improve existing hardware products amdises or develop new hardware products and s,

* our expectation to grow our consulting revent
« the sufficiency of our sources of fundir

» our belief that we have adequately provided for @@asonably foreseeable outcomes related to owudits and that any settlement
will not have a material adverse effect on our otidated financial position or results of operasg

e our expectation that the amount of the earn-oateélto the acquisition of Pillar Data Systems, brdts potential impact will not be
material to our results of operations or finanpiasition;

» our expectation of incurring the majority of then@ning expenses pursuant to the Sun Restructtianythrough the remainder of
fiscal 2012;

as well as other statements regarding our futueeatipns, financial condition and prospects, anglri®ss strategies. Forward-looking
statements may be preceded by, followed by or decthe words “expects,” “anticipates,” “intendspgldns,” “believes,” “seeks,” “estimates,”
“will,” “is designed to” and similar expressions.a/¢laim the protection of the safe harbor for favBboking statements contained in the
Private Securities Litigation Reform Act of 1995 &l forward-looking statements. We have baseddHerward-looking statements on our
current expectations and projections about futuemes. These forward-looking statements are subjetsks, uncertainties and assumptions
about our business that could affect our futuraltesnd could cause those results or other outsameiffer materially from those expressed
or implied in the forward-looking statements. Fastthat might cause or contribute to such diffeesniaclude, but are not limited to, those
discussed in “Risk Factors” included in documengsfile from time to time with the U.S. SecuritigsdaExchange Commission (SEC),
including our Annual Report on Form 10-K for owsdal year ended May 31, 2011 and our other QuatRaports on Form 10-Q to be filed

by us in our fiscal year 2012, which runs from Jan2011 to May 31, 2012.

We have no obligation to publicly update or re\asy forward-looking statements, whether as a reguiew information, future events or
risks, except to the extent required by applicableurities laws. If we do update one or more fodalapking statements, no inference should
be drawn that we will make additional updates witbpect to those or other forward-looking statesiedéw information, future events or
risks could cause the forward-looking events weudis in this Quarterly Report not to occur. Youwtaot place undue reliance on these
forward-looking statements, which reflect our opims only as of the date of this Quarterly Report.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
ORACLE CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
As of August 31, 2011 and May 31, 2011

(Unaudited)
August 31, May 31,
(in millions, except per share data) 2011 2011
ASSETS
Current asset:
Cash and cash equivalel $ 13,16: $ 16,16:
Marketable securitie 18,49¢ 12,68¢
Trade receivables, net of allowances for doubtfebants of $383 and $372 as of August 31, 2(
and May 31, 2011, respective 4,19¢ 6,62¢
Inventories 25¢ 303
Deferred tax asse 1,262 1,18¢
Prepaid expenses and other current a: 1,831 2,20¢
Total current asse 39,20¢ 39,17«
Non-current assett
Property, plant and equipment, | 2,93( 2,851
Intangible assets, n 7,662 7,86(
Goodwill 21,83: 21,55
Deferred tax asse 1,152 1,07¢
Other asset 1,07¢ 1,01¢
Total nor-current assel 34,65 34,36
Total asset $ 73,85¢ $ 73,53t
LIABILITIES AND EQUITY
Current liabilities:
Notes payable, current and other current borrow $ — $ 1,15C
Accounts payabl 614 701
Accrued compensation and related bent 1,55: 2,32(
Deferred revenue 7,92t 6,80z
Other current liabilitie: 2,964 3,21¢
Total current liabilities 13,05¢ 14,19:
Non-current liabilities:
Notes payable and other r-current borrowing: 14,78¢ 14,77:
Income taxes payab 3,281 3,16¢
Other nor-current liabilities 1,49¢ 1,15
Total nor-current liabilities 19,56¢ 19,09¢
Commitments and contingenci
Oracle Corporation stockhold’ equity:
Preferred stock, $0.01 par va—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 August 31, 20154188 shares as of May 31, 2( 16,91¢ 16,65:
Retained earning 23,38t 22,58
Accumulated other comprehensive inca 592 542
Total Oracle Corporation stockhold’ equity 40,89: 39,77¢
Noncontrolling interest 347 46¢
Total equity 41,23¢ 40,24¢
Total liabilities and equit $ 73,85¢ $ 73,53t

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months Ended August 31, 2011 and 2010

(Unaudited)
Three Months Ended
August 31,
(in millions, except per share data) 2011 2010
Revenues
New software license $1,49¢ $1,28¢
Software license updates and product sug 4,022 3,45(
Software revenue 5,52( 4,73¢
Hardware systems produ 1,02¢ 1,07¢
Hardware systems supp 64E 61¢
Hardware systems revent 1,674 1,69¢
Services 1,18( 1,06¢
Total revenue 8,374 7,50z
Operating expense
Sales and marketir® 1,63( 1,33:
Software license updates and product sug® 297 30¢
Hardware systems produ«® 472 557
Hardware systems supp® 28% 301
Services® 93€ 89¢
Research and developmt 1,05(C 1,10:
General and administrati 311 27z
Amortization of intangible asse 592 603
Acquisition related and oth 19 83
Restructuring 101 12¢
Total operating expens 5,691 5,58¢
Operating incom: 2,68: 1,91
Interest expens (192 (196
Non-operating income (expense), | (20 74
Income before provision for income tay 2,471 1,79¢
Provision for income taxe 631 443
Net income $1,84( $1,352
Earnings per sharn
Basic $ 0.3¢€ $ 0.27
Diluted $ 0.3¢€ $ 0.2i
Weighted average common shares outstani
Basic 5,062 5,02¢
Diluted 5,15( 5,08t
Dividends declared per common sh $ 0.0€ $ 0.0%

@) Exclusive of amortization of intangible assets, ebhis shown separately belc

See notes to condensed consolidated financiahsémes.
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended August 31, 2011 and 2010

(Unaudited)
Three Months Ended
August 31,
(in millions) 2011 2010
Cash Flows From Operating Activitie
Net income $  1,84( $ 1,352
Adjustments to reconcile net income to net caskideal by operating activitie:
Depreciatior 117 99
Amortization of intangible asse 592 602
Deferred income taxe (11€) (15)
Stock-based compensatic 14¢€ 13C
Tax benefits on the exercise of stock options asting of restricted sto-based award 39 24
Excess tax benefits on the exercise of stock optéom vesting of restricted st-based award (24) (20)
Other, ne’ 27 26
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables, 2,48: 1,942
Decrease in inventorie 57 11
Decrease in prepaid expenses and other ¢ 46¢ 34¢
Decrease in accounts payable and other liabil (1,379 (89¢)
Increase (decrease) in income taxes pay 15¢ (52¢
Increase in deferred revent 1,00 734
Net cash provided by operating activit 5,421 3,81
Cash Flows From Investing Activitie
Purchases of marketable securities and other imezgs (12,58%) (7,650
Proceeds from maturities and sales of marketalolergies and other investmer 6,76¢ 4,68¢
Acquisitions, net of cash acquir (349) (832)
Capital expenditure (160) (11¢)
Net cash used for investing activiti (6,329 (3,91¢6)
Cash Flows From Financing Activitie
Payments for repurchases of common s (800) (249)
Proceeds from issuances of common s 182 16<
Payments of dividends to stockhold (304) (251)
Proceeds from borrowings, net of issuance ¢ — 3,20
Repayments of borrowing (1,150 (885)
Excess tax benefits on the exercise of stock optéom vesting of restricted st-based award 24 10
Distributions to noncontrolling interes (163) (38)
Net cash (used for) provided by financing actia (2,21)) 1,96(
Effect of exchange rate changes on cash and casvadents 112 242
Net (decrease) increase in cash and cash equis. (3,009) 2,10¢
Cash and cash equivalents at beginning of pe 16,16 9,91«
Cash and cash equivalents at end of pe $ 13,16: $ 12,01¢
Non-cash investing and financing transactic
Fair value of stock options and restricted s-based awards assumed in connection with acquisi $ — $ 1
Fair value of contingent consideration payablednreection with acquisitio $ 34¢ $ —
Increase in unsettled repurchases of common ¢ $ 23 $ —

See notes to condensed consolidated financiahstats.



Table of Contents

ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
August 31, 2011
(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, 2011.

We believe that all necessary adjustments, whidisisted only of normal recurring items, have beetfuided in the accompanying financial
statements to present fairly the results of therint periods. The results of operations for therimt periods presented are not necessarily
indicative of the operating results to be expeétediny subsequent interim period or for our fisger ending May 31, 2012.

There have been no significant changes in new attwupronouncements or to our significant accounpolicies that were disclosed in our
Annual Report on Form 10-K for the fiscal year ethtiéay 31, 2011 that have had a significant impacoor 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 adstsrincluding adjustments after the
measurement period has ended and changes in faér @Bcontingent consideration payable (furthacdssed in Note 2 below), and certain
other operating expenses, net. Stock-based conmpamgzcluded in acquisition related and other exqes resulted from unvested options and
restricted stock-based awards assumed from adquisivhereby vesting was accelerated upon ternsimati the employees pursuant to the
original terms of those options and restricted lstoased awards.

Three Months Ended

August 31,
(in millions) 2011 2010
Transitional and other employee related ¢ $ 1 $ 49
Stocl-based compensatic 1 1
Professional fees and other, — 31
Business combination adjustments, 7 2
Total acquisition related and other exper $ 19 $ 83

Non-Operating Income (Expense), net

Non-operating income (expense), net consists primafiipterest income, net foreign currency exchagagjas (losses), the noncontrolling
interests in the net profits of our majority-owrgdsidiaries (Oracle Financial Services Softwareitad and Oracle Japan), and net other
income (losses), including net realized gains and
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2011
(Unaudited)

losses related to all of our investments and negalized gains and losses related to the smaligmootf our investment portfolio that we
classify as trading.

Three Months Ended

August 31,
(in millions) 2011 2010
Interest incom $ 57 $ 34
Foreign currency gains (losses), (29 49
Noncontrolling interests in incon (28) (26)
Other income (losses), r (20 17
Total nor-operating income (expense), | $ (20 $ 74

Comprehensive Income

Comprehensive income consists of the following,aféhcome tax effects: net income, net foreigrrency translation gains and losses, net
unrealized gains and losses related to definedfiv@tens and net unrealized gains and losses akatable debt and equity securities that we
classify as available-for-sale. The following tabégs forth the calculation of comprehensive income

Three Months Ended

August 31,
(in millions) 2011 2010
Net income $1,84( $1,352
Foreign currency translation gains, 52 15C
Unrealized gains on defined benefit plans, 1 2
Unrealized losses on marketable securities )] —
Comprehensive incon $1,89( $ 1,504

Sales of Financing Receivables

We offer certain of our customers the option touseour products and services offerings througlasste long-term payment contracts. We
generally sell these contracts that we have finduotea non-recourse basis to financial institutisitiin 90 days of the contracts’ dates of
execution. We record the transfers of amounts thra tustomers to financial institutions as salerm@ncing receivables because we are
considered to have surrendered control of thesaiimg receivables. During the three months endeglist 31, 2011, $779 million of
financing receivables were sold to financial ingtans.

Recent Accounting Pronouncements

Testing Goodwill for Impairment:  In September 2011, the Financial Accounting Stashsl&oard (FASB) issued Accounting Standards
Update No. 2011-08ntangibles—Goodwill and Other (Topic 350)—TesBgpdwill for Impairmen{ASU 2011-08), to allow entities to use
a qualitative approach to test goodwill for impaémh ASU 2011-08 permits an entity to first perfaxmqualitative assessment to determine
whether it is more likely than not that the faitueof a reporting unit is less than its carryirsdue. If it is concluded that this is the casés it
necessary to perform the currently prescribed ttep-goodwill impairment test. Otherwise, the twepsgoodwill impairment test is not
required. ASU 2011-08 is effective for us in fis2@ll3 and earlier adoption is permitted. We areetiily evaluating the impact of our
pending adoption of ASU 2011-08 on our consoliddieahcial statements.

6
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2011
(Unaudited)

Presentation of Comprehensive Income:  In June 2011, the FASB issued Accounting Standdpttate No. 2011-0%;omprehensive
Income (Topic 22C— Presentation of Comprehensive Incdm8U 2011-05), to require an entity to presentttital of comprehensive
income, the components of net income, and the caems of other comprehensive income either in glsicontinuous statement of
comprehensive income or in two separate but cotisecstatements. ASU 2011-05 eliminates the optiiopresent the components of other
comprehensive income as part of the statementuwfyedASU 2011-05 is effective for us in our filgarter of fiscal 2013 and should be
applied retrospectively. We are currently evalupatime impact of our pending adoption of ASU 2011e85ur consolidated financial
statements.

Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements:  In May 2011, the FASB issued Accounting
Standards Update No. 2011-@dnendments to Achieve Common Fair Value Measureanenbisclosure Requirements in U.S. GAAP and
International Financial Reporting Standards (Tog20—Fair Value Measureme(ASU 2011-04), to provide a consistent definitidriair
value and ensure that the fair value measuremehdianlosure requirements are similar between G&herally Accepted Accounting
Principles (GAAP) and International Financial Repay Standards. ASU 2011-04 changes certain fdirevaneasurement principles and
enhances the disclosure requirements particularlizével 3 fair value measurements (as definedateM below). ASU 2011-04 is effective
for us in our fourth quarter of fiscal 2012 and glddbe applied prospectively. We are currently eatihg the impact of our pending adoption
of ASU 2011-04 on our consolidated financial stegats.

2. ACQUISITIONS
Fiscal 2012 Acquisitions
Acquisition of Pillar Data Systems, Inc.

On July 18, 2011, we acquired Pillar Data Systdnts,(Pillar Data), a provider of enterprise st@aystems solutions. Prior to the
acquisition, Pillar Data was directly and indirgathajority-owned and controlled by Lawrence J. Ellison, oure€Executive Officer, directc
and largest stockholder. Pursuant to the agreeamehplan of merger dated as of June 29, 2011 (Mé&geeement), we acquired all of the
issued and outstanding equity interests of Pillatadrom the stockholders, including Mr. Ellisorddris affiliates, and the holders of stock
options of Pillar Data, in exchange for rights éo&ive contingent cash consideration (Earn-Ougnyf, pursuant to an Earn-Out calculation
(described more fully below) and subject to cert@inditions. An affiliate of Mr. Ellison’s has agierence right to receive the first
approximately $565 million of the Earn-Out, if amyr. Ellison and his affiliates also have rights5%% of any amount of the Earn-Out that
exceeds $565 million.

The Earn-Out will be calculated with respect thi@é-year period commencing with our second quaftéscal 2012 and concluding with
our first quarter of fiscal 2015 (Earn-Out Periotihe Earn-Out will be an amount (if positive) cdédad based on the product of (i) the
difference between (x) future revenues generatad fhe sale of certain Pillar Data products dufingcle’s last four full fiscal quarters
during the Earn-Out Period minus (y) certain lossesociated with certain Pillar Data products inediover the entire Earn-Out Period,
multiplied by (ii) three. Our obligation to pay tE&arn-Out will be subject to reduction as a restibur right to set-off the amount of any
indemnification claims we may have under the Medggreement. We do not expect the amount of the ®aror its potential impact will b
material to our results of operations or finanpiasition.

We have included the financial results of Pillat@i our consolidated financial statements frommdhte of acquisition. The estimated fair
value of the liability for contingent consideratjgepresenting the preliminary purchase price pi@yfy our acquisition of Pillar Data, was
approximately $346 million and was included in othen-current liabilities in our consolidated balarsheet. This preliminary purchase price
payable may differ from the amount that is ultinhagsayable via the Earn-Out calculation (describbdve) with any changes in the liability
recorded as acquisition related and other in onsalidated statement of operations until the ligbit settled. We have preliminarily
recorded $142 million of identifiable intangiblesass and $10
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2011
(Unaudited)

million of net tangible liabilities, based on thestimated fair values, and $214 million of residy@dwill. The fair value of the liability was
estimated using a discounted cash flow techniqte siWgnificant inputs that are not observable mtarket and thus represents a Level 3 fair
value measurement as defined in the FASB’s Accagritandards Codification (ASC) 8Zxir Value Measurements and Disclosuréke
significant inputs in the Level 3 measurement npp®rted by market activity included our probapiissessments of expected future cash
flows related to our acquisition of Pillar Data ihgr the Earn-Out Period, appropriately discounteasaering the uncertainties associated
with the obligation, and calculated in accordandé the terms of the Merger Agreement. Subsequetitd date of acquisition, the estimated
fair value of the Earn-Out liability increased t858 million as of August 31, 2011 primarily as aui of the passage of time and the
corresponding impact of discounting.

Other Fiscal 2012 Acquisitions

During the first quarter of fiscal 2012, we acqdieertain other companies and purchased certadimdéogy and development assets to
expand our products and services offerings. Thegeisitions were not significant individually or fhe aggregate. We have included the
financial results of these companies in our codstdid results from their respective acquisitioreslat

The preliminary estimates of fair value for theaissacquired and liabilities assumed for acquisgticompleted during the first quarter of
fiscal 2012 were based upon preliminary calculaiand valuations and our estimates and assumgtioeach of these acquisitions are
subject to change as we obtain additional inforomator our estimates during the respective measeméperiods (up to one year from the
acquisition date). The primary areas of those riakry estimates that are not yet finalized relatecertain tangible assets and liabilities
acquired, identifiable intangible assets, certagal matters, and income and non-income based. taxes

We have also agreed to acquire certain companiesriounts that are not material to our businesse¥pect to close such acquisitions wi
the next twelve months.

Fiscal 2011 Acquisitions

On January 5, 2011, we completed our acquisitiodrbechnology Group, Inc. (ATG), a provider of@@merce software and related on
demand commerce optimization applications. We liacleided the financial results of ATG in our condated financial statements from the
date of acquisition. The total preliminary purchpsiee for ATG was approximately $1.0 billion, whiconsisted of approximately $990
million in cash and $16 million for the fair valoé stock options and restricted stock-based awasdamed. We have preliminarily recorded
$404 million of identifiable intangible assets &&D million of net tangible assets, based on thgtimated fair values, and $552 million of
residual goodwill.

On August 11, 2010, we completed our acquisitioRldise Forward Incorporated (Phase Forward), adaoef applications for life sciences
companies and healthcare providers. We have indltigefinancial results of Phase Forward in oursotidated financial statements from the
date of acquisition. The total purchase price foase Forward was approximately $736 million, wtdohsisted of approximately $735
million in cash and $1 million for the fair valué @stricted stock-based awards assumed. We ret@3ig0 million of identifiable intangible
assets, $20 million of in-process research andldpreent and $17 million of net tangible assetselam their estimated fair values, and
$329 million of residual goodwill.

During fiscal 2011, we acquired certain other conigsand purchased certain technology and develaipassets to expand our products and
services offerings. These acquisitions were natiggnt individually or in the aggregate. We haneluded the financial results of these
companies in our consolidated results from theipeetive acquisition dates.

8
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2011
(Unaudited)

The estimates of fair values for the assets acdaingl liabilities assumed for certain acquisitioampleted during fiscal 2011 were based
upon preliminary calculations and valuations andestimates and assumptions for each of thesesitigns are subject to change as we
obtain additional information for our estimatesidgrthe respective measurement periods (up to eaefyom the acquisition date). The
primary areas of those estimates that are nofiyatiZed related to certain tangible assets aridlii@s acquired, identifiable intangible asst
certain legal matters, and income and non-incorsed#axes.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information i tlable below summarizes the combined results efatjpns for Oracle, Pillar Data, ATG,
Phase Forward and certain other companies thatwérad since the beginning of fiscal 2011 (whickr@vconsidered significant for the
purposes of unaudited pro forma financial informatilisclosure) as though the companies were comlzEis®f the beginning of fiscal 2011.
The pro forma financial information for all periopsesented also includes the business combinaticouating effects resulting from these
acquisitions including our amortization chargesrfracquired intangible assets (certain of whichpaediminary), stock-based compensation
charges for unvested stock options and restridtmzksased awards assumed, if any, and the refaxeeffects as though the aforementioned
companies were combined as of the beginning c&lfi2811. The pro forma financial information asgemeted below is for informational
purposes only and is not indicative of the resofltsperations that would have been achieved ifttguisitions had taken place at the
beginning of fiscal 2011.

The unaudited pro forma financial information fbetthree months ended August 31, 2011 combinelisit@rical results of Oracle for the
three months ended August 31, 2011, the historgsallts of Pillar Data for the three months ende® 30, 2011 (adjusted due to differences
in reporting periods and considering the date vepiimed Pillar Data), the historical results of e@mtother companies that we acquired since
the beginning of fiscal 2011 based upon their repe previous reporting periods and the datesstitesnpanies were acquired by us, and the
effects of the pro forma adjustments listed above.

The unaudited pro forma financial information fbe three months ended August 31, 2010 combinehlisherical results of Oracle for the
three months ended August 31, 2010, the historgsallts of Pillar Data for the three months endept&mber 30, 2010 (due to differences in
reporting periods), the historical results of AT@ the three months ended September 30, 2010 ¢ddifférences in reporting periods), the
historical results of Phase Forward for the thremtins ended June 30, 2010 (adjusted due to diffeseim reporting periods and considering
the date we acquired Phase Forward), the histaesallts of certain other companies that we acdusinece the beginning of fiscal 2011 ba
upon their respective previous reporting periods the dates these companies were acquired by dshareffects of the pro forma
adjustments listed above.

Three Months Ended

August 31,
(in millions, except per share data) 2011 2010
Total revenue $ 8,38¢ $7,617
Net income $1,831 $1,32¢
Basic earnings per she $ 0.3¢ $ 0.2¢
Diluted earnings per sha $ 0.3¢ $ 0.2¢

3. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordantetive guidance provided by ASC 820. ASC 820 defiia@r value as the price that
would be received from selling an asset or paitiaonsfer a liability in an orderly transaction beem market participants at the measurement
date. When determining the fair value measurements
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for assets and liabilities required to be recoratettheir fair values, we consider the principahwst advantageous market in which we would
transact and consider assumptions that marketjpantits would use when pricing the assets or ltads| such as inherent risk, transfer
restrictions, and risk of nonperformance.

ASC 820 establishes a fair value hierarchy thatireg an entity to maximize the use of observampeiis 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:

» Level 1: quoted prices in active markets for idesitassets or liabilitie:

» Level 2: inputs other than Level 1 that are obselejeeither directly or indirectly, such as quopgites 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 supportelitthyy or no market activity and that are signifitdo the fair values of the assets or
liabilities.
Assets and Liabilities Measured at Fair Value on &ecurring Basis

Our assets and liabilities measured at fair valua oecurring basis, excluding accrued interestpmomants, consisted of the following (Level
1, 2 and 3 inputs are defined above):

August 31, 2011 May 31, 2011
Fair Value Measurements Using Fair Value Measurements
Input Types Using Input Types
(in millions) Level 1 Level 2 Level 3 Total Level 1 Level 2 Total
Assets:
Money market fund $ 65 $ — % — % 65 $ 3,36z $ — $ 3,362
U.S. Treasury, U.S. government and U.S. governmagency debt
securities 1,41¢ — — 1,41¢ 1,15( — 1,15(
Commercial paper debt securit — 16,86: — 16,86! — 11,88¢ 11,88¢
Corporate debt securities and ot 101 1,87¢ — 1,98( 10€ 1,88¢ 1,991
Derivative financial instrumen — 86 — 86 — 69 69
Total asset $ 1581 $ 18,82t $ — $ 2040¢ $ 4,618 $ 13,83t $ 18,45¢
Liabilities:
Contingent consideratic $ — 3 — 3 352 % 3B % —  $ b =
Total liabilities $ — 3 — 3 352 % 3B % —  $ — 3 —

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 intttide above were derived from quoted
market prices as substantially all of these insamt® have maturity dates, if any, within one yeamf our date of purchase and active markets
for these instruments exist. Our valuation techegqused to measure the fair values of Level 2ungnts 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 including LIBOR-based
yield curves, among others. Our valuation techrscared Level 3 inputs used to estimate the fairevafucontingent consideration payable
connection with our acquisition of Pillar Data aescribed in Note 2.

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 $14.8 billion and ®1billion of borrowings, which consisted
of senior notes that were outstanding at Augus281;1 and senior notes
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and short-term borrowings that were outstandingfdgay 31, 2011, respectively, and the interestgate could obtain for other borrowings
with similar terms at those dates, the estimated/édues of our borrowings at August 31, 2011 dual 31, 2011 were $16.9 billion and
$17.4 billion, respectively.

4. INVENTORIES

Inventories consisted of the following:

August 31, May 31,
(in millions) 2011 2011
Raw materials $ 73 $ 94
Work-in-process 27 17
Finished good 15¢ 192
Total $ 25¢ $ 302

5. INTANGIBLE ASSETS AND GOODWILL

The changes in intangible assets for fiscal 2012tha net book value of intangible assets at Auglis2011 and May 31, 2011 were as
follows:

Intangible Assets, Gross Accumulated Amortization Intangible Assets, Net Weighted
May 31, August 31 May 31, August 31 August 31  Average
May 31, Useful
(Dollars in millions) 2011  Additions 2011 2011  Expenst 2011 2011 2011 Life
Software support agreements and related relatipa $ 5171 $ 28 $ 5208 $(2,74H) $ (149 $ (2889 $ 243. $ 2,31€ 9years
Hardware systems support agreements and relatstbreships 76C 8 76¢ (147 (29) (17€) 612 592 7 years
Developed technolog 6,03¢ 68 6,10z (3,729 (2349) (3,962) 2,30¢ 2,14C 5 years
Core technolog: 2,29t 252 2,54¢ (1,272) (8C) (1,359 1,02: 1,19¢ 6 years
Customer relationshig 2,062 28 2,091 (92€) (89) (2,01%) 1,137 1,07¢ 7 years
Trademarks 528 9 537 (229) (1€) (24E5) 29¢ 29z 7 years
Total intangible assets subject to amortiza 16,857 394 17,25: (9,047) (592) (9,639 7,81( 7,61z
In-process research and developn 50 — 50 — — — 50 50 N.A.
Total intangible assets, n $16,907 $ 394 $ 17,30 $(9,047) $ (592) $ (9,639 $ 7.86( $ 7,667

Total amortization expense related to our intargéssets was $592 million and $603 million forttivee months ended August 31, 2011 and
2010, respectively. As of August 31, 2011, estimditdure amortization expenses related to intaegisisets were as follows (in millions):

Remainder of Fiscal 201 $1,737
Fiscal 2012 1,967
Fiscal 201¢ 1,61¢
Fiscal 201¢ 1,22(
Fiscal 201¢ 717
Fiscal 2017 17€
Thereafte 17€

Total intangible assets subject to amortiza 7,612
In-process research and developn 50

Total intangible assets, n $ 7,662
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The changes in the carrying amounts of goodwillicilis generally not deductible for tax purposes,dur operating segments for the three
months ended August 31, 2011 were as follows:

Software
License
Sol;ltsvv;re Updates Hardware
and
Product Systems
(in millions) Licenses Support Support Other (2) Total
Balances as of May 31, 20 $6,78¢ $12,05: $ 1,00¢ $ 1,701 $ 21,55:
Goodwill from acquisition: 56 46 183 31 31¢€
Goodwill adjustment® (31) (6) — (1) (38)
Balances as of August 31, 20 $6,81( $12,09: $ 1,192 $ 1,737 $ 21,83

@) pursuant to our business combinations accountifigypave record goodwill adjustments for the effeatgoodwill of changes to net assets acquirechduhie measurement period
(up to one year from the date of an acquisitiorgo@will adjustments were not significant to ourpoeisly reported operating results or financialifios.

(2) Represents goodwill allocated to our other opegatiegments

6. NOTES PAYABLE AND OTHER BORROWINGS
Senior Notes

In accordance with our obligations under a rediistnarights agreement entered into in connectiath wie original issuance of our $3.25
billion of fixed rate senior notes consisting of @billion of 3.875% notes due July 2020 (2020 Npend $2.25 billion of 5.375% notes due
July 2040 (2040 Notes, and together with the 20ates| the Original Senior Notes) in July 2010, neia the process of completing a
registered offer to exchange the Original Senioteldor new freely tradable notes having terms tsutisilly identical to the Original Senior
Notes.

Revolving Credit Agreements

On May 27, 2011, we entered into two revolving dragreements with BNP Paribas, as initial lendet administrative agent, and BNP
Paribas Securities Corp., as sole lead arranges@edookrunner (the 2011 Credit Agreements),kmorcowed $1.15 billion pursuant to the
agreements. As of June 30, 2011, we repaid thé&$llion and the 2011 Credit Agreements expiretspant to their terms.

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, 2011

7. RESTRUCTURING ACTIVITIES
Sun Restructuring Plan

During the third quarter of fiscal 2010, our managat approved, committed to and initiated a plarestructure our operations due to our
acquisition of Sun Microsystems, Inc. (Sun) (th@ Restructuring Plan) in order to improve the adfitiencies in our merged operations.
Our management subsequently amended the Sun RastigdPlan to reflect additional actions that w@ect to take to improve the cost
efficiencies in our merged operations. The totéhssted restructuring costs associated with the Bestructuring Plan are $1.0 billion
consisting primarily of employee severance experat@sndoned facilities obligations and contraghteation costs. The restructuring costs
will be recorded to the restructuring expense iiem within our consolidated statements of operetias they are recognized. We recorded
$80 million of restructuring expenses in connectigth the Sun Restructuring Plan in the first geadf fiscal 2012, and we expect to incur
the majority of the approximately $170 million @maining expenses pursuant to the Sun RestructBiarg
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through the remainder of fiscal 2012. Any changeth¢ estimates of executing the Sun Restructi®lag will be reflected in our future
results of operations.

Summary of All Plans

Accrued Three Months Ended August 31, 2011
Total Total
May 31, Accrued Costs Expectec
Initial Adj. to Cash August 31 Accrued Program
(in millions) 2011(2) Costs(3) Cost 4) Payments Others ©) 2011) to Date Costs
Sun Restructuring Plan®
New software license $ 14 $ 16 $ — $ (15 $ — $ 15 $ 8 $ 10¢
Software license updates and product sug 19 6 D (12) 1 14 62 89
Hardware systems busine 10 5 5 9) — 11 121 14C
Services 9 9 — 9 — 9 65 74
General and administrative and ot 10C 44 (4) (37) 1 104 52¢ 62C
Total Sun Restructurin $152 $ 80 $ — $ (8) % 2 $ 155 $ 861 $1,031
Total other restructuring plaié) $297 $ 10 $ 4 $ (39 % 3 $ 27¢
Total restructuring plans @) $44€ $ 90 $ 4 $ (1190 $ 5 $ 432

(1) Restructuring costs recorded for individual liteens presented related to employee severance exxept for general and administrative and othéchvmcluded $6 million recorded
during the first three months of fiscal 2012 focifdies related restructuring and contract terntiiora costs

(@) The balances at August 31, 2011 and May 31, 2@ddded $239 million and $244 million, respectiyalecorded in other current liabilities and $19ion and $205 million,
respectively, recorded in other r-current liabilities.

() Costs recorded for the respective restructuringsptiuring the current period present
(4)  All plan adjustments are changes in estimates \ilyes#l increases and decreases in costs are ghneebdrded to operating expenses in the pericatipfstments
()  Represents foreign currency translation and ottiprsements

(6)  Other restructuring plans presented in the tabteve included condensed information for other @rhased plans and other plans associated withinet our acquisitions whereby
we continued to make cash outlays to settle obtigatunder these plans during the periods presdmtefbr which the current impact to our consol@hstatements of operations was
not significant.

(") Restructuring plans included in this footnote repre those plans that management has deemed thsigriicant.
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8. DEFERRED REVENUES
Deferred revenues consisted of the following:
August 31 May 31,

(in millions) 2011 2011
Software license updates and product sug $ 6,492 $ 5,38¢
Hardware systems supp 72¢ 687
Services 41C 43¢
New software license 263 263
Hardware systems produ 29 28

Deferred revenues, curre 7,92¢ 6,80z

Deferred revenues, n-current (in other nc-current liabilities) 311 31€

Total deferred revenue $ 8,23¢ $ 7,11¢

Deferred software license updates and product stuppeenues and deferred hardware systems sup@nues represent customer payments
made in advance for support contracts that aredylgibilled on a per annum basis in advance watliegsponding revenues being recognized
ratably over the support periods. Deferred servieesnues include prepayments for our servicesibasiand revenue for these services is
recognized as the services are performed. Defeeadsoftware license revenues typically result framdelivered products or specified
enhancements, customer specific acceptance prosjsime based arrangements and software liceassatctions that cannot be segmented
from undelivered consulting or other services. Defé hardware systems products revenues typioadiylr from sales to customers, including
channel partners and resellers, where revenuemémycriteria have not been met and transacttbascannot be segmented from
undelivered consulting or other services.

In connection with our acquisitions, we have esteadahe fair values of the software license updatesproduct support obligations and
hardware systems support obligations assumed froracgjuired companies. We have estimated the diieg of the support obligations
assumed using a cost build-up approach. The cdst i approach determines fair value by estimatirgcosts relating to fulfilling the
obligations plus a normal profit margin. The sumhaf costs and operating profit approximates, @otf, the amount that we would be
required to pay a third party to assume the acduitpport obligations. Substantially all of the fealue adjustments recorded for support
obligations assumed reduce the software licensatapd@nd product support and hardware systems duggierred revenue balances that we
record as liabilities and also reduce the resultévggnues that we recognize over the support ottrteem of the acquired contracts during the
post-combination periods.

9. DERIVATIVE FINANCIAL INSTRUMENTS
Interest Rate Swap Agreements

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 instrsrant are accounting for them as fair
value hedges pursuant to ASC 8Derivatives and HedgingThese transactions are characterized as faievadges for financial account
purposes because they protect us against changesfair value of our fixed rate borrowings dudbenchmark interest rate movements. The
changes in fair values of these interest rate ssgapements are recognized as interest expense goosolidated statements of operations
with the corresponding amounts included in otheetsor other non-current liabilities in our coidated balance sheets.
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The amount of net gain (loss) attributable to tbk being hedged is recognized as interest expensgr consolidated statements of
operations with the corresponding amount includghedidtes payable and other naumrent borrowings. The periodic interest settletagwhicl
occur at the same interval as the 2014 Noteseaded as interest expense. As of August 31, 288iiMay 31, 2011, the fair values of th
interest rate swap agreements recorded as otles as®ur consolidated balance sheets were $8®mand $69 million, respectively.

We do not use any interest rate swap agreementsafting purposes.

Foreign Currency Forward Contracts Not Designated a Hedges

We transact business in various foreign curreregshave established a program that primarilyzaliforeign 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 anlatility associated with our foreign currencgrtsactions. We may suspend this program
from time to time. Our foreign currency exposungsidally arise from intercompany sublicense featericompany loans and other
intercompany transactions that are expected t@bke settled in the near term. Our foreign currdooyard contracts are generally short-term
in duration. Our ultimate realized gain or losshaiéspect to currency fluctuations will generalgpdnd on the size and type of cressrency
exposures that we enter into, the currency excheatgs associated with these exposures and chantjese rates, the net realized and
unrealized gains or losses on foreign currency dodwcontracts to offset these exposures and cdlotors.

We neither use these foreign currency forward emsrfor 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 titkaf our reporting period to our
consolidated balance sheet with changes in fairestecorded to our consolidated statement of tipasa 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
(expense), net, for both realized and unrealizéasgand losses.

As of August 31, 2011 and May 31, 2011, the noti@naounts of the forward contracts we held to pasehU.S. Dollars in exchange for oi
major international currencies were each $2.5drilliand the notional amounts of forward contracshedd to sell U.S. Dollars in exchange
for other major international currencies were $illlon and $1.6 billion, respectively. The fairluas of our outstanding foreign currency
forward contracts were nominal at August 31, 20dd May 31, 2011.

Included in our non-operating income (expense)wee $17 million of net losses related to these/éod contracts for the three months
ended August 31, 2011 (none for the three monttsa&August 31, 2010).

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 Augdst2®11, approximately $3.3 billion
was available for share repurchases pursuant tetock repurchase program. We repurchased 27.mmdhares for $823 million during the
three months ended August 31, 2011 (including lillfom shares for $47 million that were repurchased not settled) and 10.9 million
shares for $249 million during the three monthseeh8ugust 31, 2010 under the applicable repurchesgrams.
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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 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, sugphathelayed or discontinued at any
time.

Dividends on Common Stock

In the first quarter of fiscal 2012, our Board afétors declared a cash dividend of $0.06 peresbfour outstanding common stock, which
we paid during the same period.

In September 2011, our Board of Directors declargdarterly cash dividend of $0.06 per share ofoatstanding common stock payable on
November 2, 2011 to stockholders of record as®fthse of business on October 12, 2011. Futurudeions of dividends and ti
establishment of future record and payment dateswaject to the final determination of our Boaf®dwectors.

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

Three Months Ended

August 31,

(in millions) 2011 2010
Sales and marketir $ 26 $ 23
Software license updates and product sug 4 5
Hardware systems produ 1 1
Hardware systems suppi 1 1
Services 4 4
Research and developmt 71 59
General and administrati 40 36
Acquisition related and oth 1 1

Total stocl-based compensatic $ 14¢ $ 13C

We estimate the fair value of our share-based patgnesing the Black-Scholes-Merton option-pricingdal, which was developed for use in
estimating the fair value of stock options. Opti@iuation models, including the Black-Scholes-Meréption-pricing model, require the
input of assumptions, including stock price volgtilChanges in the input assumptions can matgrédfect the fair value estimates and
ultimately how much we recognize as stock-basedoemsation expense. The fair values of our stockogtvere estimated at the date of
grant or date of acquisition for options assumea Iousiness combination. The weighted average egaitmptions used and resulting fair
values were as follows for the three months endegiuat 31, 2011 and 2010:

Three Months Ended

August 31,
2011 2010
Expected life (in years) 5.2 5.2
Risk-free interest rat 1.7% 1.8%
Volatility 30% 33%
Dividend yield 0.7% 0.9%
Weighte-average fair value per she $ 8.7¢ $ 6.34

16



Table of Contents

ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
August 31, 2011
(Unaudited)

The expected life input is based on historical eiserpatterns and post-vesting termination behatherriskfree interest rate input is basec
United States Treasury instruments, the annuatirgdend yield input is based on the per shareddind declared by our Board of Directors
and the volatility input is calculated based onithplied volatility of our longest-term, traded apts.

11. INCOME TAXES

The effective tax rate for the periods present@desesult of the mix of income earned in varitaxsjurisdictions that apply a broad range of
income tax rates. Our provision for income taxdéfeds from the tax computed at the U.S. federdlustay income tax rate due primarily to
earnings considered as indefinitely reinvestedirifjn operations, state taxes, the U.S. reseatthl@velopment tax credit, and the U.S.
domestic production activity deduction. Our effeettax rate was 25.6% and 24.7% for the three nsoetided August 31, 2011 and 2010,
respectively.

Our net deferred tax assets were $2.3 billion @ $illion as of August 31, 2011 and May 31, 20Ebpectively. We believe it is more
likely than not that the net deferred tax asselisbairealized in the foreseeable future. Realaratif our net deferred tax assets is dependent
upon our generation of sufficient taxable incoméuture years in appropriate tax jurisdictions bain 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 estimat&future 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 2010. Our U.S. federal anth wdme exceptions, our state income tax returme 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 subjecxakaminations in non-U.S. jurisdictions for yeaner to fiscal 1998.

We believe that we have adequately provided forraagonably foreseeable outcomes related to owudits and that any settlement will not
have a material adverse effect on our consolidit@ticial position or results of operations. Howewkere can be no assurances as to the
possible outcomes.

12. SEGMENT INFORMATION

ASC 280,Segment Reportingestablishes standards for reporting informatiooud operating segments. Operating segments arededs
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 CHigkcutive Officer evaluates results in a
number of different ways, the line of business ngamaent structure is the primary basis for whichathecation of resources and financial
results are assessed. We have three businessesrarsofhardware systems and services—which aresfudilided into certain operating
segments. Our software business is comprised obpeoating segments: (1) new software licenseg2nsbftware license updates and
product support. Our hardware systems businessipised of two operating segments: (1) hardwastesys products and (2) hardware
systems support. All other operating segments amgdmed under our services business.

The new software licenses line of business is emdjaythe licensing of database and middlewarevsoé, as well as our applications
software. Database and middleware software gegenaludes database management software, applicativer software, Service-Oriented
Architecture and business process management seftwa
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data integration software, business intelligendensoe, identity and access management softwardgenbmanagement software, portals and
user interaction software, and development tools. database and middleware software product offeraiso include Java, which is a global
software development platform used in a wide rasfggomputers, networks and devices. Applicatiorfsrsoe generally provides enterprise
information that enables companies to manage busiiness cycles and provides intelligence and dedwenterprise resource planning
software, customer relationship management softvearterprise performance management software, y@ppin management software,
business intelligence applications software, emtsgportfolio project management software, web m@rce software and industry-specific
applications software.

The software license updates and product supperiof business provides customers with rights &panaified software product upgrades and
maintenance releases, internet access to teclooictnt, 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 pobadferings and hardware-related
software, including the Oracle Solaris Operatingt&wm. Most of our computer servers are based oSBARC family of microprocessors
and on microprocessors from Intel Corporation. Serwers range from high performance computing seteecost efficient, entry-level
servers, and run with Oracle Solaris, Oracle Liang certain other operating systems environmentss@rage products are designed to
securely manage, protect, archive and restore mgsi) data assets and consist of tape, disk amebriehg solutions for open systems and
mainframe server environments. Customers that psecbur hardware systems products may also elparébase our hardware systems
support offerings. Our hardware systems suppagtdinbusiness offers customers contracts that geosoftware updates for the software
components that are essential to the functionafityur hardware systems and storage products agdatsa include product repairs,
maintenance services, and technical support setvice

Our services business is comprised of the remaioideur operating segments and offers consultimgices, certain of our Oracle Cloud
Services offerings, Advanced Customer Servicesegiugation services. Our consulting line of businegsarily provides services to
customers in business and information technologtexy alignment, enterprise architecture planaind design, initial product
implementation and integration, and ongoing pro@mttancements and upgrades. Oracle Cloud Servieegsigned to provide
comprehensive software and hardware managememhaimenance services for customers hosted at acl®©data center facilities, select
partner data centers or physically on-site at eustdacilities. Advanced Customer Services progdgport services, both aite and remote
to customers to enable increased performance aehavailability of their products and serviceduEation services provide training to
customers, partners and employees as a part ofiigsion to further the adoption and usage of oftwswe and hardware products by our
customers and create opportunities to grow ourymbkvenues.

We do not track our assets by operating segmentsségjuently, it is not practical to show assetefigrating segment.
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The following table presents summary results faheaf our three businesses and for the operatiggneets of our software and hardware
systems businesses:

Three Months Ended

August 31,
(in_millions) 2011 2010
New software license:
Revenue® $ 1,49¢ $ 1,282
Sales and distribution expens 1,14¢ 892
Margin @ $ 34¢ $ 39C
Software license updates and product supj
Revenue® $ 4,03t $ 3,47¢
Software license update and product support exge 274 273
Margin @ $ 3,761 $ 3,202
Total software busines
Revenue® $ 5,52¢ $ 4,751
Expense! 1,41¢ 1,165
Margin @ $ 4,11( $ 3,592
Hardware systems produc
Revenue! $ 1,02¢ $ 1,07¢
Hardware systems products exper 473 554
Sales and distribution expens 26€ 23C
Margin @ $ 29C $ 29t
Hardware systems suppc
Revenue® $ 65€ $ 68C
Hardware systems support exper 272 292
Margin @ $ 384 $ 38¢
Total hardware systems busine
Revenue® $ 1,68t $ 1,75¢
Expense! 1,011 1,07¢
Margin @ $ 674 $ 688
Total services busines
Revenue® $ 1,18¢ $ 1,072
Services expenst 914 852
Margin @ $ 271 $ 22C
Totals:
Revenue® $ 8,39¢ $ 7,58¢
Expense! 3,34 3,09¢
Margin @ $ 5,05t $ 4,49t

(1) Operating segment revenues generally differ fioenexternal reporting classifications due to dersaftware license products that are classifieseasice revenues for management
reporting purposes. Software license updates amdlst support revenues f
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management reporting included $13 million and $2iian of revenues that we did not recognize in doeompanying condensed consolidated statemenfseoétions for the three
months ended August 31, 2011 and 2010, respectiebddition, we did not recognize hardware systsopport revenues related to hardware system@supmtracts that would
have otherwise been recorded by certain acquiretbaaies, in the amount of $11 million and $61 miilfor the three months ended August 31, 2011 846 2espectively. See
Note 8 for an explanation of these adjustmentsthedable below for a reconciliation of total operg segment revenues to total reveni

(@) The margins reported reflect only the direct colfeble costs of each line of business and ddnwude allocations of product development, infotior technology, marketing and
partner programs, and corporate and general anchiadrative expenses. Additionally, the marginsma reflect amortization of intangible assets, asitjon related and other
expenses, restructuring expenses, or -based compensatio

The following table reconciles total operating segirrevenues to total revenues, as well as toslabipg segment margin to income before
provision for income taxes:

Three Months Ended

August 31,

(in millions) 2011 2010
Total revenues for operating segme $ 8,39¢ $ 7,58¢
Software license updates and product support res® (13) (25)
Hardware systems support reven® (X)) (61)

Total revenue $ 8,37/ $ 7,502
Total margin for operating segme! $ 5,05¢ $ 4,49t
Software license updates and product support res® (13) (25)
Hardware systems support reven() (11) (62)
Product development and information technology aspe (1,07¢) (1,159
Marketing and partner program expen (132 (139
Corporate and general and administrative expe (26¢) (239)
Amortization of intangible asse (592 (603)
Acquisition related and oth (19 (83)
Restructuring (201 (129
Stocl-based compensatic (147 (129
Interest expens (192 (19¢€)
Non-operating income (expense), | (33) 52

Income before provision for income tay $2471 $1,79¢

(1) software license updates and product suppornieafor management reporting include $13 millind 25 million of revenues that we did not recogriizthe accompanying
condensed consolidated statements of operatiorteddhree months ended August 31, 2011 and 2@%pectively. In addition, we did not recognize heatk systems support
revenues related to hardware systems support ctstireat would have otherwise been recorded byiceacquired companies as independent entitighgimmounts of $11 million
and $61 million for the three months ended August2®11 and 2010, respectively. See Note 8 foxpfeeation of these adjustments and this tablefierconciliation of total
operating segment revenues to total rever
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13. EARNINGS PER SHARE

Basic earnings per share is computed by dividingnueme for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmated by dividing net income for the period by #ieighted average number of common
shares outstanding during the period, plus theiddweffect of outstanding stock options, restrics¢ock-based awards and shares issuable
under the employee stock purchase plan using ¢lasury stock method. The following table sets farthcomputation of basic and diluted
earnings per share:

Three Months Ended

August 31,

(in millions, except per share data) 2011 2010

Net income $1,84( $ 1,352
Weighted average common shares outstan 5,06% 5,02¢
Dilutive effect of employee stock pla 88 57
Diluted weighted average common shares outstar 5,15( 5,08:
Basic earnings per she $ 0.3€ $ 0.27
Diluted earnings per sha $ 0.3€ $ 0.27
Shares subject to a-dilutive stock options and restricted st-based awards excluded from calculai® 85 15¢

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

14. LEGAL PROCEEDINGS
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., (the BAubsidiary, and collectively, the SAP Defendaali€ging that SAP unlawfully
accessed Oracle’s Customer Connection support teedosil improperly took and used Oracle’s intellacproperty, including software code
and knowledge management solutions. The claimgedién the final operative complaint, Oracle’s Rhukmended Complaint, filed on
August 18, 2009 include infringement of the fed&apyright Act, breach of contract, violations bétFederal Computer Fraud and Abuse
Act and the California Computer Data Access andidrract, civil conspiracy, trespass, violation oé tBalifornia Unfair Business Practices
Act, and intentional and negligent interferencehvgitospective economic advantage. The SAP Defeadided an Answer on August 26,
20009.

Following the close of discovery and motion pragtion September 13, 2010, the court approved alatipn by the parties whereby the SAP
Subsidiary stipulated to all liability on all clagmand SAP AG and SAP America, Inc. stipulateditanous liability on the copyright claims
against the SAP Subsidiary, and the SAP defendata@med all defenses related to damages.

Trial commenced November 1, 2010. On November 202the court approved a stipulation by the parpessuant to which SAP AG and
SAP America, Inc. stipulated to liability for itsvo contributory infringement of 120 of Oracle’s goights. Following trial on the sole issue
of the amount of damages the SAP Defendants shpayldo Oracle for the admitted infringement, they jawarded Oracle the sum of $1.3
billion. The court entered judgment for that amoamnd for pre-judgment interest on February 3, 20he amount has not been received and
has not been recorded as a benefit to our redutisevations.
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On February 23, 2011, the SAP Defendants filed iandor judgment as a matter of law and for nead tand on September 1, 2011, the
court granted the SAP Defendants’ motion. The ceacated the $1.3 billion award and held that tle&imum amount of damages
sustainable by the proof presented at trial is $RiBon. The court further held that Oracle mayegpt a remittitur of $272 million or,
alternatively, the court will order a new trialtasthe amount of actual damages in the form ofposfits and infringer’s profits.

On September 12, 2011, Oracle filed a motion sggp@rmission to bring an immediate appeal of tia ¢ourt’s September 1, 2011 order.
Oracle also filed a motion to stay all further predings pending the court’s ruling on the motiofiltoan appeal and pending any subsequent
appellate proceedings. In response, on Septembh@01&, the court issued another order clarifylmg $eptember 1, 2011 order and inviting
Oracle to file a revised motion for certificatiorhe court also denied Oracle’s motion to stay pedaggs pending appeal as premature but
granted Oracle an extension of time to acceptject¢he remittitur presented in the court’'s Sefdentl, 2011 order. On September 23, 2011,
Oracle filed its revised motion for certification.

On September 8, 2011, the SAP Subsidiary was ctidngéhe U.S. Attorney for the Northern District@élifornia with criminal copyright
infringement and unauthorized access to a protexietputer with intent to defraud. On September2D4,1, the SAP Subsidiary pled guilty
as charged. Under the plea agreement reachedheitt.S. Attorney’s office, the SAP Subsidiary iquiged to pay a fine of $2@illion to the
United States, to pay restitution to Oracle in amoant to be determined through the pending ciiba¢ and to remain on probation for a tt
of three years.

Derivative Litigation and Related Action

On August 2, 2010, a stockholder derivative lawsuas filed in the United States District Court fbe Northern District of California. On
August 19, 2010, a similar stockholder derivatiesuit was filed in the Superior Court of the Swft€alifornia, County of San Mateo. The
derivative suits were brought by alleged stockhalde Oracle, purportedly on our behalf, againshe®f our current officers and directors,
and one officer and director who has since leftdbmpany. Citing the claims in a qui tam actiors¢dissed below), plaintiffs allege that
Oracle improperly overcharged the United Stateguwent by failing to provide discounts requiredemits contract with the General
Services Administration (GSA), and that Oracle miadge statements to the United States governrRdanntiffs alleged that the officer and
director defendants are responsible for this atlegmduct and have exposed Oracle to reputatiamahge, potential monetary damages, and
costs relating to the investigation, defense, andediation of the underlying claims. Plaintiffsrgiclaims for breach of fiduciary duty, abuse
of control, and unjust enrichment. Thereafter,tthe cases were consolidated, and on February 1, 20aintiffs filed a consolidated
complaint. On March 31, 2011, Oracle filed a motioismiss the consolidated complaint, and théviddal defendants brought a separate
motion to dismiss. Plaintiffs filed a consolidatggposition to these motions on April 28, 2011, datendants filed a consolidated reply on
May 19, 2011. The court heard oral arguments osetineotions on June 2, 2011, but has not yet rutetiese motions. As discussed below,
Oracle believes that the claims in the qui tamosctire meritless, and that there are additionardefs to plaintiffs’ bringing this action on
Oracle’s behalf.

On September 8, 2011, another stockholder derwadiwsuit was filed in the United States Districtu@ for the Northern District of
California. Like the consolidated derivative acsatiscussed above, the derivative suit filed ortéaper 8, 2011, also was brought by an
alleged stockholder of Oracle, purportedly on ceinddf, against some of our current officers andalors. Citing the claims in a qui tam
action (discussed below), plaintiff alleges thaa€e improperly overcharged the United States gowent by failing to provide discounts
required under its contract with the General Sexvigdministration (GSA), and that Oracle made fatagements to the United States
government. Plaintiff alleged that the officer aticector defendants are responsible for this alegmduct and have exposed Oracle to
reputational damage, potential monetary damagelsc@ests relating to the investigation, defense,rantediation of the underlying claims.
Plaintiff is pursuing claims for breach of
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fiduciary duty, waste of corporate assets, andstrgarichment. Plaintiff is seeking compensatony atiher damages, injunctive relief,
imposition of a constructive trust, restitution,amard of attorneys’ fees and costs, and othexfrelis discussed below, Oracle believes that
the claims in the qui tam action are meritless thiadl there are additional defenses to plaintiffisging this action on Oracle’s behalf.

On September 12, 2011, two alleged stockholde@ratle filed a Verified Petition for Writ of Mandafor Inspection of Corporate Books
and Records in the Superior Court of the Stateadif@nia, County of San Mateo. The petition narassespondents Oracle and two of the
company’s officers. Citing the claims in a qui tastion (discussed below), the alleged stockholdkaisn that they are investigating alleged
corporate mismanagement and alleged improper andditent practices relating to the pricing of Oe&cproducts supplied to the United
States government. The alleged stockholders rethegsthe court issue a writ of mandate compellirginspection of certain of the
company’s accounting books and records and miraftegetings of the stockholders, the Board of Doex; and the committees of the
Board, related to those allegations. The petitiothier seeks recovery of expenses of the requasiditiand investigation to be paid by Ore
and award attorneys’ fees and associated costdisdgssed in the paragraph below, Oracle belicaglie claims in the qui tam action are
meritless. In addition, Oracle believes that tremeeadditional defenses to the petition.

On June 16, 2009, the United States Departmenisticé notified us that a qui tam action had béled igainst Oracle in the United States
District Court for the Eastern District of Virginand that the government was conducting an invatsig of the allegations in the sealed
complaint. On July 29, 2010, the United States gavent filed a Complaint in Intervention in thatian, alleging that Oracle made false and
fraudulent statements to the GSA in 1997-98 regagr@iracle’s commercial pricing practices, discoymtsvzided to Oracle’s commercial
customers, and discounts provided to governmemthaisers. The government alleges that Oracle alsmiperly manipulated commercial
sales to avoid the discounting restrictions impdsgthe GSA contract, reiterated and confirmeddf2false statements allegedly made
during the 1997-98 contract negotiations, and red@ duty to inform the government about discoaffesed to commercial customers. The
Complaint in Intervention alleges False Claims olations and claims for breach of contract, fréuthe inducement, constructive fraud,
fraud by omission, payment by mistake, and unjustbment. The Complaint in Intervention seekswutat penalties and damages, incluc
treble damages. Oracle filed a motion to dismisscttimplaint and on November 3, 2010, the courttgrhthe motion in part and denied it in
part. The court dismissed the government’s clabrtheé extent they arose before May 29, 2001, addred the government to file a new
complaint. This First Amended Complaint was fileadMovember 16, 2010, and makes allegations sinalénose in the original complaint.
Oracle filed a motion to dismiss the First Amen@@minplaint, which was denied. Oracle answered th& Rimended Complaint on

February 1, 2011. The parties are engaged in stlenegotiations, and as a result, the discovedytrdal schedules have been suspended.
We cannot currently estimate a reasonably possiige of loss for this action. We believe that \agehmeritorious defenses against this
action, and if we are unable to reach a settlenvamtyill continue to vigorously defend against tagtion.

Other Litigation

We are party to various other legal proceedingscaichs, either asserted or unasserted, which arige ordinary course of business,
including proceedings and claims that relate taiaitions we have completed or to companies we laggired 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 will have a
materially adverse effect on our consolidated faiaposition, results of operations or cash flows.
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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. Thiss/aaxeiis followed by a summary of our critical acoting policies and estimates that we
believe are important to understanding the assam@tind judgments incorporated in our reportechfifed results. We then provide a more
detailed analysis of our results of operations famehcial condition.

Business Overview

We are the world’s largest enterprise software camgand a leading provider of computer hardwaréets and services. We develop,
manufacture, market, distribute and service databad middleware software; applications softwane; lsardware systems, consisting
primarily of computer server and storage produdts. products are built on industry standards arceagineered to work together or
independently within existing customer informatteshnology (IT) environments. We offer customersuse, reliable, and scalable integra
software and hardware solutions that are desigm@dprove business efficiencies and more easilptiiaan organization’s unique needs, at
a lower total cost of ownership. We seek to bendistry leader in each of the specific productgaties in which we compete and to expand
into new and emerging markets.

We are organized into three businesses—softwardwaae systems and services—which are further dividto certain operating segments.
We believe our internal growth and continued inrimrawith respect to our software, hardware andises businesses are the foundation of
our long-term strategic plans. An important elermefrdur continued innovation and product strategipifocus the engineering of our
hardware and software products to make them wayktheer more effectively and deliver improved conmmperformance, reliability and
security to our customers. Our Oracle Exadata Raliachine and Oracle Exalogic Elastic Cloud petalexemplify this strategy and are
currently two of our most important products. Bptieducts combine certain of our hardware and soéwéerings to provide an engineered
system that increases computing performance rel&tiwur competitors’ products, creating time sgsiand operational cost advantages for
our customers.

Our businesses provide the products and servigessary to run a wide range of customer IT enviremis) including cloud computing
environments. Cloud computing environments prowidelemand access to a shared pool of computingneesoin a self-service,

dynamically scalable manner, delivering advantagapeed and efficiency. Cloud computing has ewblvem technologies and services that
Oracle has provided for many years, including €tsg, server virtualization, Service-Oriented Atebture (SOA) shared services and large-
scale management automation. Our cloud computmatesly is broad and comprehensive to provide custemith choice and a pragmatic
roadmap for implementing or maintaining privateutls, which are generally exclusive to a single mizgtion, public clouds, which are
generally shared by multiple organizations and rgeday a third party service provider, or integnatbetween clouds.

We also believe that an active acquisition progisan important element of our corporate strategiy strengthens our competitive position,
enhances the products and services that we cantoffeistomers, expands our customer base, progi@gaser scale to accelerate innovation,
grows our revenues and earnings, and increasdgsider value. In recent years, we have investiioms of dollars to acquire a number of
companies, products, services and technologieatithto, are complementary to, or have otherwibareed our existing offerings. We
expect to continue to acquire companies, prodsetsjces and technologies in furtherance of oupa@ite strategy.

Each of our businesses and operating segmentaftaselcharacteristics and faces different oppotiesmand challenges. Although we report
our actual results in U.S. Dollars, we conductgaigicant number of transactions in currencies othan U.S. Dollars. Therefore, we present
constant currency information to provide a framdwior assessing how our underlying businesses paed excluding the effect of foreign
currency rate fluctuations. An overview of our #hifusinesses and related operating segments follows

24



Table of Contents

Software Business

Our software business, which represented 68% ofatal revenues on a trailing 4-quarter basispimprised of two operating segments:
(1) new software licenses and (2) software licarns#ates and product support. On a constant curitesig, we expect that our software
business’ total revenues generally will continuentyease due to continued demand for our softpesducts and software license updates
and product support offerings, including the higigentage of customers that renew their softwaem$ie updates and product support
contracts, and due to our acquisitions, which sthallbw us to grow our profits and continue to makestments in research and
development.

New Software Licenses.  We license our database and middleware asaseallr applications software to businesses of ea®g,
government agencies, educational institutions asdllers. The growth in new software license reesribat we report is affected by the
strength of general economic and business conditpovernmental budgetary constraints, the conmgetiiosition of our software products,
our acquisitions and foreign currency fluctuatiofise substantial majority of our new software lisemusiness is also characterized by long
sales cycles. The timing of a few large softwaserise transactions can substantially affect ourteuynew software license revenues. Since
our new software license revenues in a particulartgr can be difficult to predict as a resulthaf timing of a few large software license
transactions, we believe that analysis of new sofmicense revenues on a trailing 4-quarter pggiogides additional visibility into the
underlying performance of our new software licebssiness. New software license revenues represgffédf our total revenues on a
trailing 4-quarter basis. Our new software licessgment’s margins have historically trended upveaset the course of the four quarters
within a particular fiscal year due to the histafiopward trend of our new software license reveraxer those quarterly periods and because
the majority of our costs for this segment are prmaithantly fixed in the short-term. However, our ngeftware license segment’s margins
have been and will continue to be affected by theréization of intangible assets associated withganies and technologies that we have
acquired.

Software License Updates and Product Support:  Customers that purchase software license updaie product support are granted righ
unspecified product upgrades and maintenance edessued 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 influencedhnge 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 newivgafe licenses, and (3) the amount of
support contracts assumed from companies we hayerad.

Software license updates and product support regenuhich represented 42% of our total revenues toailing 4quarter basis, is our high
margin business unit. Our software support margues the trailing 4-quarters were 86% and accoufued0% of our total margins over the
same period. Our software license update and ptaaipgport margins have been affected by fair valljestments relating to software
support obligations assumed in business combiraf{idescribed further below) and by amortizatiomtdngible assets. However, over the
longer term, we believe that software license ugpsland product support revenues and margins veill gor the following reasons:

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

» substantially all of our customers purchase so#iaense updates and product support contracta Wisy buy new software
licenses, resulting in a further increase in oyapswt 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
renewal and cancellation rates and foreign curreas remained relatively constant since substiéntll new software license
transactions result in the sale of software licarm#ates and product support contracts, which addit support contract base; ¢

 our acquisitions have increased our support conlrase, as well as the portfolio of products awéédo be licensed and support
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We recorded adjustments to reduce support obligaitissumed in business combinations to their estihfair values at the acquisition dates.
As a result, as required by business combinationwatting rules, we did not recognize software lggapdates and product support revenues
related to support contracts that would have béleerwaise recorded by the acquired businesses apémdlient entities in the amount of $13
million and $25 million for the three months end&ahust 31, 2011 and 2010, respectively. To thergxiaderlying support contracts are
renewed with us following an acquisition, we wikiognize the revenues for the full value of thepsupcontracts over the support periods,
the majority of which are one year.

Hardwar e Systems Business

Our hardware systems business consists of two tipgisegments: (1) hardware systems products grithf@ware systems support. Our
hardware business represented 19% of our totahtegeon a trailing 4-quarter basis. We expect awware business to have lower
operating margins as a percentage of revenuestitasoftware business due to the incremental eostisicur to produce and distribute these
products and to provide support services, includiingct materials and labor costs. We expect toeniakestments in research and
development to improve existing hardware produntsservices and to develop new hardware productiseanvices.

Hardware Systems Products:  Our hardware systems products consist primafifomputer server and storage product offerimgs a
hardware-related software, including our Oraclea8sloperating system. Our hardware systems conrmp@neducts are designed to be
“open,” or to work in customer environments thatynreclude other Oracle or non-Oracle hardware @imsoe components. We have also
engineered our hardware systems products to gpeafi@rmance and operational cost advantages foomess when our hardware and
software products are combined as engineered systenwith Oracle Exadata and Oracle Exalogic El&dbud.

We offer a wide range of server systems using ®&RC microprocessor. Our SPARC servers are diffextd by their reliability, security,
scalability and customer environments that thegetfgeneral purpose or specialized systems). Qisize and large servers are designed to
offer greater performance and lower total costwamership than mainframe systems for business arigipplications and for customers hav
more computationally intensive needs. Our SPAR@essrrun the Oracle Solaris operating system aad@signed for the most demanding
mission critical enterprise environments at anyesca

We also offer a wide range of x86 servers. The€eseBvers are primarily based on microprocessdfoptas from Intel Corporation and are
also compatible with Oracle Solaris, Oracle Linkbcrosoft Windows and other operating systems.

Our storage products are designed to securely mapagtect, archive and restore customers’ missitical data assets and consist of tape,
disk, hardware-related software including file sys$ software, back-up and archive software andgomanagement software, and
networking for mainframe and open systems enviranime

The majority of our hardware systems products ale@ through indirect channels, including indeperdéstributors and value added resell

To produce our hardware products, we rely on bathriernal manufacturing operations as well agltparty manufacturing partners. Our
internal manufacturing operations consist primaofiyinal assembly, test and quality control ofezptise and data center servers and storage
systems. For all other manufacturing, we rely ardtharty manufacturing partners. We distribute trafour hardware products either from
our facilities or partner facilities. We are comniiimg to focus on reducing costs by simplifying auanufacturing processes through increased
standardization of components across product tgpdsa “build-to-order” manufacturing process in ethproducts are built only after
customers have placed firm orders. In additionaveefocusing on identifying hardware systems suppacesses that are intended to
proactively identify and solve quality issues aodhicrease the amount of new hardware systems gupparacts sold in connection with the
sales of new hardware products.

Our hardware systems products revenues, cost diaae systems products and operating margins thaeport are affected by the strength
of general economic and business conditions, govental budgetary
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constraints, the competitive position of our hardwsystems products, and our acquisitions anddgoreirrency fluctuations. In addition, our
operating margins for our hardware systems prodieggment have been and will be affected by the @mation of intangible assets.

We have limited experience in predicting our quéythardware systems products revenues. The timiregistomer orders and delays in our
ability to timely manufacture or deliver a few largansactions could substantially affect the amhofihardware systems products revenues,
expenses and operating margins that we report.

Hardware Systems Support:  Customers that purchase our hardware systemasigis may also elect to purchase our hardwarersgst
support offerings. Our hardware systems suppoerioffs provide customers with software updatestfersoftware components that are
essential to the functionality of our server aratage products, such as Oracle Solaris, and cardemproduct repairs, maintenance services,
and technical support services. Typically, our & systems support contract arrangements areet/to the customer at the beginning of
the support period and are one year in duratior.grbwth of our hardware systems support reversgsluenced 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 heavilyueficed by our customers’ decisions to
either maintain or upgrade their existing hardwsystems’ infrastructure to newly developed techgigle that are available.

Our hardware systems support margins have beewidiizk affected by fair value adjustments relattohardware systems support
obligations assumed and by the amortization ohigitale assets. As required by business combinaiigounting rules, we recorded
adjustments to reduce our hardware systems supg@mnues for contracts assumed from our acquisitiotheir estimated fair values. These
amounts would have been recorded as hardware systgmport revenues by the acquired businesses@sendent entities in the amounts of
$11 million and $61 million for the first quartef fiscal 2012 and 2011, respectively. To the exterderlying hardware systems support
contracts are renewed with us following an acgoisjtwe will recognize the revenues for the fullues of the hardware systems support
contracts over the support periods.

Services Business

Our services business is comprised of the remaioideur operating segments and offers consultimgices, certain of our Oracle Cloud
Services offerings, Advanced Customer Servicesegludation services. Our services business, whiptesented 13% of our total revenues
on a trailing 4quarter basis, has significantly lower margins tbansoftware and hardware businesses. Our semggesues are impacted
certain of our acquisitions, general economic ctoi$, personnel reductions in our customers’ Ipattments, tighter controls over
discretionary spending and the growth in our sofénand hardware systems products revenues.

Our consulting line of business primarily providesvices to customers in business and IT stratigynaent, enterprise architecture planning
and design, initial product implementation and gnétion, and ongoing product enhancements and degrd he amount of consulting
revenues recognized tends to lag the amount ofaftware and hardware systems products revenusevgyal quarters since consulting
services, if purchased, are typically segmentaible the products with which they relate and ardégoered after the customer’s purchase of
the products. Our services revenues as they rela@nsulting services are dependent upon geneoabeic conditions and the level of our
product revenues, in particular the new softwarernge sales of our application products. To thengxve are able to grow our products
revenues, in particular our software applicatioodoict revenues, we would also generally expecetalide to eventually grow our consulting
revenues.

Oracle Cloud Services are designed to provide ceh@rsive software and hardware management andenairde services for customers
hosted at our Oracle data center facilities, sqglaghner data centers or physically on-site atarust facilities. Advanced Customer Services
provide support services, both onsite and remot®racle customers to enable increased performamtdigher availability of their products
and services. We believe that these offerings gmwur customers with increased business performaeduced risk, a predictable cost and
more flexibility and choice in terms of servicearder to maximize the performance of their Oracolévgare and hardware products and
services.
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Education services provide training to customeastners and employees as a part of our missioartber the adoption and usage of our
software and hardware products by our customersgaie opportunities to grow our products revenues

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. We believe our aitopri program strengthens our
competitive position, enhances the products andcgs that we can offer to customers, expands astomer base, provides greater scale to
accelerate innovation, grows our revenues andmgsnand increases stockholder value. We expaxritinue to acquire companies,
products, services and technologies in furtherafoair corporate strategy. Note 2 of Notes to Cosdd Consolidated Financial Statements
included elsewhere in this Quarterly Report prosiddditional information related to our pending aeckent acquisitions.

We believe we can fund our pending and future a&itjis with our internally available cash, cashiealents and marketable securities, ¢
generated from operations, additional borrowinggamn the issuance of additional securities. Wareste the financial impact of any
potential acquisition with regard to earnings, a@pieg margin, cash flow and return on investedtedpargets before deciding to move
forward with an acquisition.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogmtiinciples (GAAP) as set forth in t
Financial Accounting Standards Board’s (FASB) Aatting Standards Codification (Codification) and sioler the various staff accounting
bulletins and other applicable guidance issuethBySEC. GAAP, as set forth within the Codificaticequires us to make certain estimates,
judgments and assumptions. We believe that thenasds, judgments and assumptions upon which werelyeasonable based uf
information available to us at the time that thestmates, judgments and assumptions are madee €stimates, judgments and assumptions
can affect the reported amounts of assets anditiedias of the date of the financial statemestwvall as the reported amounts of revenues
and expenses during the periods presented. Toithpteéhere are material differences between themates, judgments or assumptions and
actual results, our financial statements will bie@ged. The accounting policies that reflect ourensignificant estimates, judgments and
assumptions and which we believe are the mostatitid aid in fully understanding and evaluating mported financial results 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.

In the first quarter of fiscal 2012, there weresignificant changes to our critical accounting piels and estimates. Management’s Discussion
and Analysis of Financial Condition and Result©gpkrations contained in Part I, Item 7 of our AahReport on Form 10-K for our fiscal
year ended May 31, 2011 provides a more complstudsion of our critical accounting policies antinestes.

28



Table of Contents

Results of Operations
I mpact of Acquisitions

The comparability of our operating results in thistfquarter of fiscal 2012 compared to the fingader of fiscal 2011 is impacted by our
acquisitions, primarily Art Technology Group, IHATG) in the third quarter of fiscal 2011 and Ph&seward Incorporated (Phase Forward)
during the first quarter of fiscal 2011.

In our discussion of changes in our results of apens from the first quarter of fiscal 2012 comgghto the first quarter of fiscal 2011, we
quantify the contribution of our acquired produdts acquisitions that were completed since tharrggg of the first quarter of fiscal 2011)
to the growth in new software license revenuestarile growth in software license updates and prosiupport revenues. The incremental
contributions of our acquisitions to our other Imesises and operating segments’ revenues and es@apseot provided as they either were
not separately identifiable due to the integratibthese operating segments into our existing dipermand/or were insignificant to our resi
of operations during the periods presented.

We caution readers that, while pre- and post-ad@rscomparisons, as well as the quantified amstimtmselves 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 strive to renew hardwarstems support contracts, the
amounts shown as software license updates and giredpport deferred revenues and hardware syst@ppod deferred revenues in
our supplemental disclosure related to certaingdgm(presented below) are not necessarily indeativevenue improvements we
will achieve upon contract renewal to the exterstomers do not rene\

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, 2011, 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 August 31, 2011 and August 31026dr financial statements would reflect repor@eenues of $1.45 million in the first
quarter of fiscal 2012 (using 1.45 as the month-@retage exchange rate for the period) and $1.Ribmin the first quarter of fiscal 2011
(using 1.27 as the month-end average exchangéoratee period). The constant currency presentationld translate the results for the first
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quarter of fiscal 2012 and 2011 using the May 31,12exchange rate and indicate, in this examplehange in revenues during the period.
In each of the tables below, we present the pedsarige based on actual, unrounded results integbourrency and in constant currency.

Total Revenues and Operating Expenses

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Total Revenues by Geography:
Americas $4,22¢ 8% 7% $ 3,90¢
EMEA @ 2,704 14% 2% 2,381
Asia Pacific® 1,444 19% 7% 1,215
Total revenue 8,37¢ 12% 5% 7,50z
Total Operating Expenses 5,691 2% -2% 5,58¢
Total Operating Margin $2,68¢ 40% 26% $1,915
Total Operating Margin % 32% 26%
% Revenues by Geography:
Americas 51% 52%
EMEA 32% 32%
Asia Pacific 17% 16%
Total Revenues by Business:
Software $5,52( 17% 11% $4,73¢
Hardware Systemr 1,67¢ -1% -8% 1,69¢
Services 1,18( 10% 5% 1,06¢
Total revenue $ 8,374 12% 5% $ 7,50z
% Revenues by Business:
Software 66% 63%
Hardware Systerr 20% 23%
Services 14% 14%

(1) Comprised of Europe, the Middle East and Afi
(@) Asia Pacific includes Jap:

Excluding the effect of favorable foreign curremaye fluctuations of 7 percentage points, totakreies increased in the first quarter of fiscal
2012 due to an increase in our software businesnues resulting from growth in our new softwacetise revenues and software license
updates and product support revenues and dueitei@ase in our services business revenues. Exglutie effect of currency rate
fluctuations, the Americas contributed 64%, EMEAtibuted 14% and Asia Pacific contributed 22% o ttal revenues growth.

Excluding the effect of unfavorable foreign currgmate fluctuations of 4 percentage points, theekese in total operating expenses in the
first quarter of fiscal 2012 was primarily due toealuction of hardware systems products costs pifyressociated with the related decreas
revenues, a decrease in research and developnparis®s and a decrease in acquisition related aed expenses. These constant currency
operating expense decreases were partially offsahlincrease in sales and marketing expenses.

On a constant currency basis, our operating mangihour operating margin as a percentage of reganaeeased during the first quarter of
fiscal 2012 primarily due to the growth in our sedire business’ operating margin and certain redanstin our operating expenses.
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Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatiwve believe the following information is helptolan 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- aripacquisition information.

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

Three Months Ended

August 31,

(in millions) 2011 2010

Software license updates and product support defeavenue® $ 13 $ 25
Hardware systems support deferred revei® 11 61
Amortization of intangible asse®) 592 603
Acquisition related and oth®®) 19 83
Restructurin¢®) 101 12¢
Stocl-based compensati@) 147 12¢

Income tax effect(®) (25¢) (259

(€3

@)

@)

)

$ 62E $ 777

In connection with our acquisitions, we haveraatied the fair values of the software support aard\vare systems support obligations assumed. Daertapplication of business
combination accounting rules, we did not recogsizidware license updates and product support reegerelated to support contracts that would haveratise been recorded by the
acquired businesses as independent entities, antteaints of $13 million and $25 million for theglermonths ended August 31, 2011 and 2010, respBctin addition, we did not
recognize hardware systems support revenues relateatdware systems support contracts that woave lotherwise been recorded by the acquired bisssess independent entities
in the amount of $11 million and $61 million foretthree months ended August 31, 2011 and 2010zcesely.

Approximately $19 million, $9 million and $2 millipof estimated software license updates and praslysgtort revenues related to support contractsvaswill not be recognized
during the remainder of fiscal 2012, fiscal 2018 éiscal 2014, respectively, that would have othieedbeen recognized by the acquired businessesl@gandent entities due to the
application of these business combination accogmtifes. In addition, approximately $19 million a®til million of estimated hardware systems supmménues related to hardware
systems support contracts assumed will not be rézed during the remainder of fiscal 2012 and fi@€H 3, respectively, that would have otherwiserbeeognized by the acquired
businesses as independent entities. To the extstaroers renew these support contracts, we expeetognize revenues for the full contract valuerdtie support renewal period.

Represents the amortization of intangible asagtstantially all of which were acquired in conmatiwith our acquisitions. As of August 31, 2014&timated future amortization
expenses related to intangible assets were asv®({im millions):

Remainder of Fiscal 201 $ 1,730
Fiscal 2012 1,967
Fiscal 201¢ 1,61¢
Fiscal 201¢ 1,22(
Fiscal 201¢ 717
Fiscal 2017 17€
Thereaftel 17€

Total intangible assets subject to amortiza 7,61z
In-process research and developn 50

Total intangible assets, n $ 7,66.

Acquisition related and other expenses primamdgsist of personnel related costs for transiti@mal certain other employees, stock-based compensatpenses, integration related
professional services, certain business combinaifjnstments including adjustments after the memsent period has ended and changes in fair valoerdingent consideration
payable (See Note 2 of Notes to Condensed Consatiddnancial Statements included elsewhere inQhiarterly Report), and certain other operatingemses, ne

The significant majority of restructuring expesiskiring the first quarter of fiscal 2012 relateetoployee severance, facility exit costs and cahtermination costs in connection
with our Sun Restructuring Plan. Additional infortioa regarding certain of our restructuring plaspiiovided in Note 7 of Notes to Condensed Conatdidl Financial Statements
included elsewhere in this Quarterly Rep
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() stocl-based compensation is included in the followingrafieg expense line items of our condensed cormiitistatements of operations (in millior

Three Months Ended

August 31,
2011 2010
Sales and marketing $ 2 $ 2
Software license updates and product sug 4 5
Hardware systems produc 1 1
Hardware systems suppt 1 1
Services 4 4
Research and developme¢ 71 59
General and administrati\ 40 36
Subtotal 147 12¢
Acquisition related and oth: 1 1
Total stocl-based compensatic $ 14¢ $ 13C

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 optmisrestricted stock-based awards.

(6) The income tax effects presented were calculaseifithe above described charges were not inclirdedr results of operations for each of the reipe periods presented. Income
tax effects were calculated based on the appligabkdictional tax rates applied to the items witthe table above and resulted in an effectiveréas of 26.5% for the first quarter of
fiscal 2012 instead of 25.6%, which representedefiigctive tax rate as derived per our condensedadalated statement of operations, primarily dustome tax effects related to
our acquired tax exposures and the differencesrigdictional tax rates and the related tax besefitributable to our restructuring expenses. Tiserne tax effects presented for the
first quarter of fiscal 2011 were calculated bagpdn a tax rate of 24.7%, which was consistent witheffective tax rate as derived per our condéreasolidated statement of
operations

Software Business
Our software business consists of our new softheeases segment and software license updatesraddgi support segment.
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New Software Licenses.  New software license revenues represent faagee@drom granting customers licenses to use oatbdae and
middleware as well as our application software potsl We continue to place significant emphasi#h) domestically and internationally, on
direct sales through our own sales force. We adsirtue to market our products through indirectroteds. Sales and marketing expenses are
largely personnel related and include commissi@nsex by our sales force for the sale of our softvpaoducts, and also include marketing
program costs and amortization of intangible assets

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
New Software License Revenues:
Americas $ 727 10% 9% $ 65¢
EMEA 44C 25% 15% 352
Asia Pacific 331 20% 9% 27¢€
Total revenue 1,49¢ 17% 11% 1,28¢
Expenses:
Sales and marketir@® 1,32¢ 24% 18% 1,06t
Stocl-based compensatic 26 17% 17% 22
Amortization of intangible asse@ 187 -8% -8% 204
Total expense 1,53¢ 19% 14% 1,291
Total Margin $ (41 -621% -1,013% $ (5
Total Margin % -3% 0%
% Revenues by Geography:
Americas 49% 51%
EMEA 29% 27%
Asia Pacific 22% 22%
Revenues by Product:
Database and middlewsz $ 1,07(C 14% 8% $ 937
Applications 42¢ 23% 19% 34¢
Total new software license revent $ 1,49¢ 17% 11% $ 1,28¢
% Revenues by Product:
Database and middlews 71% 73%
Applications 29% 27%

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

Excluding the effect of favorable currency ratecfiiations of 6 percentage points, total new sofvig@ense revenues increased by 11% ir
first quarter of fiscal 2012 due to growth acrolésrajor regions and product types and incrememganues from our acquisitions. On a
constant currency basis, the Americas contribug®d,Z£MEA contributed 38% and Asia Pacific contrdalit9% to our new software license
revenues growth during the first quarter of fis2@l2.

In constant currency, database and middleware vmgeand applications revenues increased by 8% @ respectively, in the first quarter

of fiscal 2012, and 15% and 21%, respectively, ¢kertrailing 4-quarters, primarily due to improvagstomer demand for our products, our
sales force’s execution and incremental revenwes Gur acquisitions. In reported currency, our k@equisitions contributed $55 million to
the growth in our applications revenues duringfitst quarter of fiscal 2012.
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Effective with this Quarterly Report and in our safuent filings, we have elected to disclose thgtts of transactions of $3 million or
greater to our new software license revenues, r#tl@ our historical threshold of $0.5 milliongreater, in order to provide what we believe
is more meaningful information regarding our resolt operations. In reported currency, new softiiaense revenues earned from
transactions of $3 million or greater increasedb%o in the first quarter of fiscal 2012 and represd 21% of our new software license
revenues in the first quarter of fiscal 2012 in pamison to 17% in the first quarter of fiscal 20A%.a transitional disclosure to be provided
only as a part of this Quarterly Report, our nefiveare license revenues earned from transactio®€ & million or greater increased by 44%
in the first quarter of fiscal 2012 and represe8% of our new software license revenues in tis duarter of fiscal 2012 in comparison to
40% in our first quarter of fiscal 2011.

Excluding the effect of unfavorable currency rdtetuations of 5 percentage points, total new saffelicense expenses increased in the first
quarter of fiscal 2012 primarily due to higher eoygde related expenses from increased headcourraimdrease in certain legal costs.

Excluding the effect of currency rate fluctuatiottdal new software license margin and margin psraentage of revenues decreased during
the first quarter of fiscal 2012 primarily due teetaforementioned increase in our expenses.

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 associatédowitsoftware license updates and
product support line of business include the cégtroviding the support services, largely persomeklted expenses, and the amortization of
our intangible assets associated with software@tgontracts and customer relationships obtainau facquisitions.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Software License Updates and Product Support Revenues:
Americas $2,12¢ 13% 11% $1,88¢
EMEA 1,32( 19% 8% 1,10¢
Asia Pacific 57¢ 25% 13% 461
Total revenue 4,02z 17% 10% 3,45(
Expenses:
Software license updates and product sug® 293 -3% -6% 303
Stocl-based compensatic 4 -22% -22% 5
Amortization of intangible asse@ 211 2% 2% 20€
Total expense 50¢ -1% -3% 514
Total Margin $ 3,51/ 20% 13% $2,93¢
Total Margin % 87% 85%
% Revenues by Geography:
Americas 53% 55%
EMEA 33% 32%
Asia Pacific 14% 13%

() Excluding stoc-based compensatic
(3 Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opes
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Excluding the effect of favorable currency ratecfiiations of 7 percentage points, software liceqiates and product support revenues
increased in the first quarter of fiscal 2012 asslt of new software licenses sold (with substdigtall customers electing to purchase
support contracts) during the trailing 4-quartetiqy the renewal of substantially all of the custw base eligible for renewal in the current
fiscal quarter and incremental revenues from reaeqtiisitions. Excluding the effect of currencyerfitictuations, the Americas contributed
58%, EMEA contributed 25% and Asia Pacific conttdnli17% to the increase in software license updatdgproduct support revenues.

In reported currency, software license updatespgoduct support revenues in the first quarter sfdl 2012 included incremental revenues of
$28 million from our recently acquired companies.avresult of our acquisitions, we recorded adjestsito reduce assumed support
obligations to their estimated fair values at thquasition dates. Due to our application of bustnesmbination accounting rules, software
license updates and product support revenues detatipport contracts in the amounts of $13 mmlbmd $25 million that would have been
otherwise recorded by our acquired businesseslap&mdent entities were not recognized in thediustrter of fiscal 2012 and fiscal 2011,
respectively. Historically, substantially all ofrocustomers, including customers from acquired camgs, renew their software support
contracts when such contracts are eligible forwetheTo the extent these underlying support cotgrace renewed, we will recognize the
revenues for the full value of these contracts tversupport periods, the substantial majority bicl are one year in duration.

Excluding the effect of unfavorable foreign currngmate fluctuations of 2 percentage points, totdtvgare license updates and product sug
expenses decreased primarily as a result of atiedun bad debt expenses.

Excluding the effect of currency rate fluctuatiotwtal software license updates and product suppargin and margin as a percentage of
revenues increased as our revenues increasedouhnitxpenses decreased.

Hardware Systems Business
Our hardware systems business consists of our laaedsystems products segment and hardware syst@msrssegment.
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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 forceirgidect channels such as independent
distributors and value added resellers. Operatipgmses associated with our hardware systems prothetude 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 hardware systems proasctinclude sales and marketing
expenses, which are largely personnel relatedrasidde variable compensation earned by our sales for the sales of our hardware
products, and amortization of intangible assets.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Hardware Systems Products Revenues:
Americas $ 47¢ -12% -13% $ 542
EMEA 344 2% -11% 33¢
Asia Pacific 21C 6% -5% 19¢
Total revenue 1,02¢ -5% -11% 1,07¢
Expenses:
Hardware systems produ«® 471 -15% -19% 55€
Sales and marketir® 27¢ 14% 7% 24&
Stocl-based compensatic 1 -59% -59% 2
Amortization of intangible asse@ 10t 3% 3% 101
Total expense 85E -5% -9% 904
Total Margin $ 174 0% -18% $ 17E
Total Margin % 17% 16%
% Revenues by Geography:
Americas 46% 51%
EMEA 33% 31%
Asia Pacific 21% 18%

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

Excluding the effect of favorable currency ratecfiiations of 6 percentage points, hardware syspeodicts revenues decreased in the first

quarter of fiscal 2012 primarily due to a reductiorthe volume of lower margin transactions. Thesmtase was partially offset by an increase
in hardware revenues attributable to our enginesystéms.

Excluding the effect of unfavorable currency rdtetuations of 4 percentage points, total hardvegstems products operating expenses
declined due to a reduction in hardware systemdymts costs associated with lower margin transastipartially offset by an increase in
employee related expenses due to increased heddcoun

Excluding the effect of currency rate fluctuatiotwtal hardware systems products margin decredgggdlyg, while margin as a percentage of
revenues increased primarily due to a decreasariware systems products costs.
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Hardware Systems Support: ~ Our hardware systems support offerings prouiggomers with software updates for the softwarepgaments
that are essential to the functionality of our ek systems and can include product repairs, er@nice services, and technical support
services. Expenses associated with our hardwatersgsupport operating segment include the castabérials used to repair customer
products, the cost of providing support servicaigdly personnel related expenses, and the antatizaf our intangible assets associated
with hardware systems support contracts and custoefetionships obtained from our acquisitions.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Hardware Systems Support Revenues:
Americas $ 29¢ 18% 16% $ 25z
EMEA 23€ -9% -18% 25¢
Asia Pacific 111 2% -9% 10¢
Total revenue 64t 4% -3% 61¢
Expenses:
Hardware systems supp(@ 282 -6% -11% 30C
Stocl-based compensatic 1 15% 15% 1
Amortization of intangible asse® 76 1% 1% 74
Total expense 35¢ -4% -9% 37E
Total Margin $ 28€ 17% 5% $ 244
Total Margin % 44% 39%
% Revenues by Geography:
Americas 46% 41%
EMEA 37% 42%
Asia Pacific 17% 17%

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

Excluding the impact of favorable currency ratefliations of 7 percentage points, hardware sysseimgort revenues decreased modestly in
the first quarter of fiscal 2012 primarily due tdecrease in EMEA revenues.

As a result of our acquisitions, we recorded adjesits to reduce assumed support obligations to élsémated fair values at the acquisition
dates. Due to our application of business comhinadiccounting rules, hardware systems support tegerelated to hardware systems
support contracts in the amount of $11 million &6d million that would have been otherwise repoligaur acquired businesses as
independent entities were not recognized in thet §juarter of fiscal 2012 and fiscal 2011, respetyi To the extent these underlying support
contracts are renewed, we will recognize the regsriar the full value of these contracts over titare support periods.

Excluding the effect of unfavorable currency rdtetuations of 5 percentage points, total hardvegstems support expenses decreased ¢
the reduction of service delivery costs resultiragf our integration initiatives associated with aaguisition of Sun Microsystems, Inc.
(Sun), and were partially offset by increased etygxtorelated expenses due to increased headcowhtidibg the effect of currency rate
fluctuations, total hardware systems support maagith margin as a percentage of total revenuesaseteprimarily as a result of our expense
reductions.
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Services

Our services business consists of consulting, iceofaour Oracle Cloud Services offerings, Advan€adtomer Services and education
services. Consulting revenues are earned by prayskrvices to customers in the design, implemientadeployment and upgrade of our
database and middleware software products as welbplications software products. Oracle Cloud i8esymanaged services are designe
provide comprehensive software and hardware managieamd maintenance services for customers hostad ®racle data center facilities,
select partner data centers or physically on-siteistomer facilities. Advanced Customer Servigeside support services, both on-site and
remote, to customers to enable increased perforenamd higher availability of their products andveses. Education revenues are earned by
providing instructor-led, media-based and intetmeted training in the use of our software and hardwroducts. The cost of providing our
services is primarily personnel related expenseirology infrastructure expenditures, faciliti@penses and external contractor expenses.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Services Revenues:
Americas $ 602 6% 5% $ 56¢
EMEA 364 11% 1% 327
Asia Pacific 214 23% 12% 1732
Total revenue 1,18( 10% 5% 1,06¢
Expenses:
Services® 932 4% -1% 892
Stocl-based compensatic 4 18% 18% 4
Amortization of intangible asse@ 13 -25% -25% 18
Total expense 94¢ 4% -2% 914
Total Margin $ 231 49% 41% $ 154
Total Margin % 20% 14%
% Revenues by Geography:
Americas 51% 53%
EMEA 31% 31%
Asia Pacific 18% 16%

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

Excluding the effect of favorable currency ratecfiations of 5 percentage points, the increaseiirservices revenues during the first quarter
of fiscal 2012 was primarily due to increased cdtivsyirevenues and Oracle Cloud Services rever@esa constant currency basis, the
Americas contributed 51%, EMEA contributed 6% arsia®Pacific contributed 43% to our services revergrewth during the first quarter
fiscal 2012.

Excluding the impact of unfavorable currency rdtietiations of 6 percentage points, our servicgerses decreased modestly due to lower
third-party contractor expenses associated withAolwanced Customer Services offerings and certtiarexpense reductions. These
decreases were partially offset by higher emplogésted expenses in our consulting segment.

On a constant currency basis, both services marglargin as a percentage of revenues increasied) dioe first quarter of fiscal 2012 as
our total services revenues increased while oal s&rvices expenses decreased.
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Research and Development Expenses.  Research and development expenses consistrifyimfapersonnel related expenditures. We intend
to continue to invest significantly in our reseaartd development efforts because, in our judgntleay, are essential to maintaining our
competitive position.
Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constani 2010
Research and developme® $ 97¢ -6% -8% $ 1,044
Stocl-based compensatic 71 22% 22% 59
Total expense $ 1,05( -5% -6% $ 1,10¢
% of Total Revenues 13% 15%

(1) Excluding stoc-based compensatic

On a constant currency basis, total research avelafament expenses decreased during the firstequafrfiscal 2012 primarily due to a
reduction in legal costs that were partially offisgtan increase in employee related expenses fioreased headcount.

General and Administrative Expenses.  General and administrative expenses primadhsist of personnel related expenditures for
information technology, finance, legal and humaotegces support functions.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
General and administrativ®) $ 271 15% 10% $ 23€
Stocl-based compensatic 40 9% 9% 36
Total expense $ 311 14% 10% $ 272
% of Total Revenues 4% 4%

() Excluding stoc-based compensatic

On a constant currency basis, total general andrastnative expenses increased during the firsttguaf fiscal 2012 primarily due to an
increase in professional fees.

Amortization of I ntangible Assets:

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Software support agreements and related relatips $ 144 2% 2% $ 141
Hardware systems support agreements and relatgrehips 29 0% 0% 29
Developed technolog 234 -3% -3% 24C
Core technolog 80 3% 3% 78
Customer relationshiy 89 -9% -9% 98
Trademarks 16 -5% -5% 17
Total amortization of intangible ass $ 592 -2% -2% $ 608

Amortization of intangible assets decreased irfitlsequarter of fiscal 2012 due to a reductioreipense associated with certain of our
intangible assets that became fully amortized dpttire trailing four quarter period. These decreasse partially offset by additional
amortization from intangible assets that we acqugiace the beginning of fiscal 2011 including #aé®m our acquisitions of Phase Forward
during the first quarter of fiscal 2011 and ATG idgrthe third quarter of fiscal 2011. See Note Bofes to Condensed Consolidated
Financial Statements for additional informationating 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 including adjustments after the measemé period has ended and changes in fair valgertfngent consideration payable (See
Note 2 of Notes to Condensed Consolidated Finasta&kements included elsewhere in this QuarterjyoRg and certain other operati
expenses, net. Stock-based compensation expetadeid in acquisition related and other expensagterl from unvested stock options and
restricted stock-based awards assumed from adquisivhereby vesting was accelerated upon ternsimati the employees pursuant to the
original terms of those stock options and restict®ck-based awards.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Transitional and other employee related ¢ $ 11 -78% -78%  $ 4¢
Stocl-based compensatic 1 -56% -56% 1
Professional fees and other, — -100% -100% 31
Business combination adjustments, _ 7 314% 287% 2

Total acquisition related and other exper

&

19 -TT% -78%  $ 83

On a constant currency basis, the decrease incguisition related and other expenses in the djustrter of fiscal 2012 was primarily due t
reduction in transitional and other employee relatests and professional services expenses in a@updo those that were incurred in the
prior year period primarily related to our acqudsitof Sun.

Restructuring expenses:  Restructuring expenses consist of employeerarge costs and may also include charges for datplfacilities
and other contract termination costs to improveamst structure prospectively. For additional infiation regarding our restructuring plans,
see Note 7 of Notes to Condensed Consolidated EmaBtatements included elsewhere in this Quarieeport.

Three Months Ended August 31,
Percent Change
(Dollars in millions) 2011 Actual Constant 2010

Restructuring expens: $ 101 -21% -28% $ 12¢

Restructuring expenses in the first quarter ofdfig012 primarily related to our Sun Restructuritign, which our management approved,
committed to and initiated in order to better algg cost structure as a result of our acquisitib8un. Restructuring expenses incurred in the
first quarter of fiscal 2011 related to both the®Restructuring Plan and the Oracle Fiscal 2009rRetsiring Plan. The total estimated
remaining restructuring costs associated with tle Bestructuring Plan are approximately $170 nrilémd will be recorded to the
restructuring expense line item within our consatiédl statements of operations as the costs argédcur estimated costs may be subje
change in future periods.

Interest Expense:

Three Months Ended August 31,
Percent Change
(Dollars in millions) 2011 Actual Constant 2010

Interest expens $ 197 -2% -2% $ 19¢

Interest expense decreased in the first quartisal 2012 due to lower average borrowings as @mapto the first fiscal quarter of 2011
primarily due to the maturity and repayment of $2u@llion of senior notes in January 2011.
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Non-Operating | ncome (Expense), net:  Non-operating income (expense), net consistsgrily of interest income, net foreign currency
exchange gains (losses), the noncontrolling inteliesthe net profits of our majority-owned subatrits (Oracle Financial Services Software
Limited and Oracle Japan), and net other incomesés) including net realized gains and lossesexktatall of our investments and net
unrealized gains and losses related to the smelbpamf our investment portfolio that we class#fy trading.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Interest incom: $ 57 65% 57% $ 3H
Foreign currency gains (losses), (29 -160% -159% 49
Noncontrolling interests in incon (28) -9% -8% (26)
Other income (losses), r (20 -221% -215% 17
Total nor-operating income (expense), | $ (20) -127% -126% $ 72

We recorded non-operating expense, net duringittstegiuarter of fiscal 2012 in comparison to maperating income, net in the first quarte
fiscal 2011 primarily as a result of net foreignremcy transaction losses of $29 million in comgami to net foreign currency transaction
gains of $49 million in the corresponding prior ypariod. Noneperating expense, net in the first quarter offi012 was partially offset
an increase in interest income resulting from laey@rage cash, cash equivalents and marketahldtsecbalances.

Provision for Income Taxes:  Our effective tax rate in all periods is theut 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 earnings considered as imitefy reinvested in foreign operations, state saxiee U.S. research and development tax
credit, and the U.S. domestic production activiggdction. Future effective tax rates could be asblgraffected if earnings are lower than
anticipated in countries where we have lower stayutates, by unfavorable changes in tax laws agdlations or by adverse rulings in tax
related litigation.

Three Months Ended August 31,
Percent Change

(Dollars in millions) 2011 Actual Constant 2010
Provision for income taxe $ 631 43% 27% $ 442
Effective tax rate 25.6% 24.7%

Provision for income taxes increased during th& fjuarter of fiscal 2012 substantially due to kigincome before provision for income
taxes.

Liquidity and Capital Resources

August 31, May 31,
(Dollars in millions) 2011 Change 2011
Working capital $ 26,15( 5% $ 24,98
Cash, cash equivalents and marketable secL $ 31,66( 104 $ 28,84¢

Working capital: ~ The increase in working capital as of August 31,22h comparison to May 31, 2011 was primarily tluéhe favorable
impact to our net current assets resulting frommairincome during the first quarter of fiscal 2pfartially offset by cash used for
acquisitions, repurchases of our common stockcastl used to pay dividends to our stockholders.viduking capital may be impacted by
some of the aforementioned factors in future pesicértain amounts and timing of which are variable

Cash, cash equivalents and marketable securities:  Cash and cash equivalents primarily consistegiosits 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@ys 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 August 31, 2011 inpaoison to May 31, 2011 was due to an
increase in our operating cash flows resulting prity from the collection of our trade receivabggmerated by our higher fiscal 2011 fourth
guarter sales volumes, cash received for softweeade updates and product support agreementsandraase in net income in the first
quarter of fiscal 2012. The increase in cash, eaglivalents and marketable securities balancesglthie first quarter of fiscal 2012 was
partially offset by our repayment of $1.15 billiohshort-term borrowings pursuant to our revolvangdit facilities in June 2011, cash used
for acquisitions, the repurchases of our commocksamd the payment of cash dividends to our stddens. Cash, cash equivalents and
marketable securities included $23.2 billion heydlr foreign subsidiaries as of August 31, 201He @mount of cash, cash equivalents and
marketable securities that we report in U.S. Delfar a significant portion of the cash held byséasubsidiaries is subject to translation
adjustments caused by changes in foreign currexalyadge rates as of the end of each respectivetimpperiod (the offset to which is
recorded to accumulated other comprehensive inéoroar consolidated balance sheet). As the U.Slabgknerally weakened against
certain major international currencies as of the efithe first quarter of fiscal 2012, the amouhtash, cash equivalents and marketable
securities that we reported in U.S. Dollars foistheubsidiaries increased as of August 31, 204tivelto what we would have reported using
a constant currency rate as of May 31, 2011.

Days sales outstanding, which is calculated byditig period end accounts receivable by averagg dales for the quarter, was 45 days at
August 31, 2011 compared with 55 days at May 31,120he days sales outstanding calculation excltideadjustments that reduce our
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 quarter of fiscal 2012, of largdtsa@re license and software support balances
outstanding as of May 31, 2011.

Three Months Ended August 31,

(Dollars in millions) 2011 Change 2010

Cash provided by operating activiti $ 5,421 42% $ 3,817
Cash used for investing activiti $ (6,329 61% $ (3,91¢)
Cash (used for) provided by financing activit $ (2,21) 213% $ 1,96(

Cash flows from operating activities:.  Our largest source of operating cash flowsaghacollections from our customers following the
purchase and renewal of their software license tgsdand product support agreements. Payments fustoroers for these support agreem
are generally received near the beginning of thidraots’ terms, which are generally one year igtbnWe 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 expendituregtemal and manufacturing costs related to
the production of our hardware systems produckgstand leased facilities.

Net cash provided by operating activities incredsdtie first quarter of fiscal 2012 primarily dteeincreased net income and the collectio
fourth quarter fiscal 2011 trade receivables asgediwith higher sales volumes, a decrease inusethto pay income tax related liabilities
and other cash favorable working capital movemgagjally offset by an increase in cash used tohpgher accrued compensation liabilities
such as commissions and bonuses, in each case mmhipahe first quarter of fiscal 2011.

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 investniembgrketable debt securities. We also use castvést in capital and other assets to sug
our growth.

Net cash used for investing activities increasetthénfirst quarter of fiscal 2012 due to an incee@scash used to purchase market
securities (net of proceeds received from saleswatdrities), partially offset by a decrease inhcased for acquisitions, net of cash acquired.

Cash flows from financing activities:  The changes in cash flows from financing atiéigiprimarily relate to borrowings and payments
under debt facilities as well as stock repurchadiegjend payments and proceeds from stock opti@ncises.
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Net cash used for financing activities in the fgslrter of fiscal 2012 increased in comparisocashprovided by financing activities in the
first quarter of fiscal 2011 primarily due to ossuance of $3.25 billion of long-term senior natethe first quarter of fiscal 2011 (none in the
first quarter of fiscal 2012), an increase in repants of borrowings in the first quarter of fis2all2 ($1.15 billion of short-term borrowings
pursuant to our revolving credit facilities wer@a@l) in comparison to the prior year period ($&d8ion of commercial paper notes were
repaid) and an increase in our common stock repises

Freecash flow: To supplement our statements of cash flowsgmtesl on a GAAP basis, we use non-GAAP measureastf flows on a
trailing 4-quarter basis to analyze cash flows gateel from our operations. We believe free cash ffalso 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 floasfoperating activities as a measure of
liquidity. We calculate free cash flows as follows:

Trailing 4-Quarters Ended August 31,

(Dollars in millions) 2011 Change 2010

Cash provided by operating activiti $ 12,81¢ 46% $8,76(
Capital expenditure® (499 68% (299
Free cash flov $ 12,32¢ 46% $8,461
Net income $ 9,03t $6,36:
Free cash flow as a percent of net incc 136% 133%

(1) Represents capital expenditures as reportedsim fiaws from investing activities in our condensexsolidated statements of cash flows presentaddordance with U.S. generally
accepted accounting principle
Long-Term Customer Financing:  We offer certain of our customers the option toudiegour software products, hardware systems pts
and services offerings through separate long-teaymgnt contracts. We generally sell these contthatswe have financed on a nmeourst
basis to financial institutions within 90 days bétcontracts’ dates of execution. We record thesfeas of amounts due from customers to
financial institutions as sales of financial aséetsause we are considered to have surrenderemloohthese financial assets. We financed
$123 million and $97 million, respectively, or appimately 8% of our new software license revenunesach of the first quarter of fiscal 2C
and 2011, and $28 million and $47 million, or apgmeately 3% and 4% of our hardware systems prodestsnues in the first quarter of
fiscal 2012 and 2011, respectively.

Recent Financing Activities:.  On June 30, 2011, our revolving credit agreemeitts BNP Paribas, as initial lender and administeti
agent, and BNP Paribas Securities Corp., as sadedeanger and sole bookrunner (the 2011 Credidxgents), to borrow $1.15 billion e
repaid in full and the 2011 Credit Agreements eegbipursuant to their terms.

Contractual Obligations:  The contractual obligations presented in the thblew represent our estimates of future paymendgufixed
contractual obligations and commitments. Changealirbusiness needs, cancellation provisions, dhgrgterest 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 cialvs. The following is a summary of our contradtabligations as of August 31, 2011:

Year Ending May 31,

(Dollars in millions) Total 2012 2013 2014 2015 2016 2017 Thereafter
Principal payments on lorterm borrowingzs(l) $1475¢ $ — $125¢ $ — $150C $200¢ $ — $ 10,00(
Interest payments on lo-term borrowing<%) 10,57 513 73¢ 67€ 665 65E 55C 6,77¢
Operating lease(2) 1,64z 35¢ 372 252 183 13¢ 112 224
Purchase obligations and ott(3) 577 543 18 10 3 3 — —

Total contractual obligatior $ 27,544 $1,41¢ $2,37¢ $93¢ $2,351 $2,791 $662 $ 17,00:
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() Our total borrowings consist of the following asfafgust 31, 2011 (dollars in millions

Amount

4.95% senior notes due April 2013 $ 1,2t
3.75% senior notes due July 2014, including falugadjustment of $8 1,58¢
5.25% senior notes due January 2016, net of disafL$b 1,99
5.75% senior notes due April 2018, net of discafriil 2,49¢
5.00% senior notes due July 2019, net of discofifib 1,74¢
3.875% senior notes due July 2020, net of discotifig 99¢
6.50% senior notes due April 2038, net of discafr2 1,24¢
6.125% senior notes due July 2039, net of discofii? 1,24%
5.375% senior notes due July 2040, net of discofiie5 2,22

Total borrowings $ 14,78¢

We have entered into certain interest rate swapeagents related to our July 2014 senior noteshidnat the economic effect of modifying the fixedeirtst obligations associated w
these senior notes so that the interest obligat€festively became variable with reference to BQR-based index. Interest payments on the July 2@bbr notes presented in the
contractual obligations table above have been estidhusing an interest rate of 1.35%, which represkour effective interest rate as of August 3,12 after consideration of these
fixed to variable interest rate swap agreementd,ama subject to change in future periods. The gbsim fair value of our debt associated with titeriest rate risk that we are hedc
pursuant to these agreements are reflected inatingieg value of our July 2014 senior notes in sqtayable and other non-current borrowings in emdensed consolidated balance
sheet and have been included in the above talitgafborrowings.

(2)  Primarily represents leases of facilities and idesifuture minimum rent payments for facilitiesttva have vacated pursuant to our restructuringnaedyer integration activities. V
have approximately $301 million in facility obligans, net of estimated sublease income, in acarestducturing for these locations in our condensmwsolidated balance sheet at
August 31, 2011

) Primarily represents amounts associated witheagemts that are enforceable, legally binding amtispterms, including: fixed or minimum quantitiesbe purchased; fixed,
minimum or variable price provisions; and the apgrate timing of the payment. We utilize severaieemal manufacturers to manufacture sub-assemfliesur products and to
perform final assembly and testing of finished pretd. We also obtain individual components for praducts from a variety of individual suppliers édon projected demand
information. Such purchase commitments are basemioforecasted component and manufacturing rexpgings and typically provide for fulfillment withiagreed upon lead-times
and/or commercially standard lead-times for theipalar part or product and have been includedhéamount presented in the above contractual dldigatable. Routine
arrangements for other materials and goods that@reelated to our external manufacturers andaoedther suppliers and that are entered intoenotidinary course of business are
not included in this amount as they are generaltgred into in order to secure pricing or otheratigded terms and are difficult to quantify in aanangful way.

As of August 31, 2011, we had $3.9 billion of grassecognized tax benefits, including related iegéand 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 settleagreements with relevant taxing authorities tp @aproximately $141 million of these
liabilities. Although it remains unclear as to whgayments pursuant to these agreements will be nsadee or all may be made during the
remainder of fiscal 2012. We cannot make a readpmaliable estimate of the period in which the egnter of our unrecognized tax benefits
will be settled or released with the relevant tatharities, although we believe it is reasonablggiole that certain of these liabilities could be
settled or released during the remainder of fi2G4R2.

We have agreed to acquire certain companies fouatadhat are not material to our business andatpelose such acquisitions within the
next twelve months. Separately, as described i Baif Notes to Condensed Consolidated Financ@é®tents included elsewhere in this
Quarterly Report, we have contingent considergtayable as a result of our recent acquisition bdPData Systems, Inc.

We believe that our current cash, cash equivakemdsmarketable securities and cash generated fp@matons will be sufficient to meet our
working capital, capital expenditures and contrakctibligation requirements. In addition, we beliswe 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, additional borrgsvor from the issuance of additional securities.

Off-Balance Sheet Arrangements.  We do not have any off-balance sheet arrangemieatfiive 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.
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Stock Options and Restricted Stock-Based Awards

Our stock-based compensation program is a key coeng®f the compensation package we provide tacitand retain certain of our
talented employees and align their interests viighimterests of existing stockholders. We histdisidaave granted only stock options to our
employees. The restricted stock-based awards iadlirdthe table presented below were assumedessil 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. Consistahtthvese dual goals, our cumulative
potential dilution since June 1, 2008 has beenighted average annualized rate of 1.4% 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 thepaniyy divided by the weighted average outstandiages 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@ghave exercise prices higher than the cumrearket price of our common stock. At
August 31, 2011, 26% of our outstanding stock ostibad exercise prices in excess of the curreriteharice. In recent years, our stock
repurchase program has more than offset the déwtffect of our stockased compensation program; however, we may retiedevel of ou
stock repurchases in the future as we may usewvailable cash for acquisitions, to pay dividends;gpay or repurchase indebtedness or for
other purposes. At August 31, 2011, the maximuremqt@l dilution from all outstanding and unexerdistock option and restricted stock-
based awards, regardless of when granted and tegsuaf whether vested or unvested and includinigiep where the strike price is higher
than the current market price, was 8.8%.

The Compensation Committee of the Board of Directeviews and approves the organization-wide sbtion grants to selected
employees, all stock option grants to executiveeef§ and any individual stock option grants inesscof 100,000 shares. A separate Plan
Committee, which is an executive officer committ@gproves individual stock option grants of up ®,000 shares to non-executive officers
and employees. Stock option and restricted stoskdaward activity from June 1, 2008 through Au@lst2011 is summarized as follows
(shares in millions):

Options and restricted stc-based awards outstanding at May 31, 2 37¢
Options grante: 354
Options and restricted stc-based awards assum 33
Options exercised and restricted s-based awards vest: (237
Forfeitures, cancellations and other, (89

Options and restricted stc-based awards outstanding at August 31, - 44¢€

Weighted average annualized options and restrattegl-based awards granted and assumed, net of forfe 68

Weighted average annualized stock repurch (97)

Shares outstanding at August 31, 2 5,051

Basic weighted average shares outstanding from Iu2@08 through August 31, 20 5,04

Options and restricted stc-based awards outstanding as a percent of shaamding at August 31, 20: 8.8%

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 August 31, 6.6%

Weighted average annualized options and restriatteek-based awards granted and assumed, net eltfwels and before stock

repurchases, as a percent of weighted averagesshatstanding from June 1, 2008 through AuguseB811 1.4%
Weighted average annualized options and restrittmek-based awards granted and assumed, net eftfoefs and after stock
repurchases, as a percent of weighted averagesshatstanding from June 1, 2008 through Augus2811 -0.6%
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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 quarter of fiscal 2012, we made our annuahgof stock options and certain other stock opgicants and we assumed certain stock
options totaling 103 million shares, which weretiadly offset by forfeitures of 2 million 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 Gaaigal Financial Statements included elsewherkinQuarterly Report.

ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk

During the first quarter of fiscal 2012, there wartesignificant changes to our quantitative anditptave disclosures about market risk.
Please refer to Part Il, Item 7A. Quantitative §ndhlitative Disclosures about Market Risk includedur Annual Report on Form 10-K for
our fiscal year ended May 31, 2011 for a more ceteptliscussion of the market risks we encounter.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures.  Based on our management’s evaluation (withptréicipation 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 ie13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tltbdhge Act)) were effective to provide reasonabiieance that the information requi

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

Changesin Internal Control over Financial Reporting:  There were no changes in our internal control dwancial reporting that occurr
during our last fiscal quarter that have materiafigcted, or are reasonably likely to materiaffget, our internal control over financial
reporting.

Inherent Limitations on Effectiveness of Controls:  Our management, including our Chief Executiféd®r and Chief Financial Officer,
believes that our disclosure controls and procedangl internal control over financial reporting designed to provide reasonable assurance
of achieving their objectives and are effectivéhatreasonable assurance level. However, our marageloes not expect that our disclosure
controls and procedures or our internal controk divencial reporting will prevent all errors anitifaaud. A control system, no matter how
well conceived and operated, can provide only nealsie, not absolute, assurance that the objeativibe control system are met. Further,
design of a control system must reflect the faat there are resource constraints, and the bewéfitsntrols must be considered relative to
their costs. Because of the inherent limitationalirtontrol systems, no evaluation of controls pesvide absolute assurance that all control
issues and instances of fraud, if any, have betactdel. These inherent limitations include theitiealthat judgments in decision making can
be faulty, and that breakdowns can occur becauaeswhple error or mistake. Additionally, controbn be circumvented by the individual
acts of some persons, by collusion of two or maepbe or by management override of the controle. désign of any system of controls also
is based in part upon certain assumptions abouikislehood of future events, and there can be sgueance that any design will succeed in
achieving its stated goals under all potential fattonditions; over time, controls may become igadée because of changes in conditions, or
the degree of compliance with policies or procedumay deteriorate. Because of the inherent linoitegtin a cost effective control system,
misstatements due to error or fraud may occur ande 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 four fiscal year ended May 31, 2011. 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 insignificant also may
materially and adversely affect our business, figrcondition or operating results in the future.

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 At@1, 2011, approximately $3.3
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 repurcleatiwity for the three months ended August 31,128dd the approximate dollar value of
shares that may yet be purchased pursuant to @tk spurchase program:

Approximate Dollar

Total Number of Value of Shares tha
Shares Purchased ¢
Total Number of Average May Yet Be
Price Paid Part of Publicly Purchased
Shares Announced Under the
(in millions, except per share amounts) Purchased per Share Programs Programs
June 1, 201—June 30, 201 5.3 $ 31.9i 5.3 $ 3,918.:
July 1, 201—July 31, 2011 9.2 $ 32.4( 9.2 $ 3,618.¢
August 1, 201—August 31, 201: 13.C $ 27.3( 13.C $ 3,264.¢
Total 27.5 $ 29.9C 27.5
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ltem 6. Exhibits

Exhibit Incorporated by Reference Filed
No. Exhibit Description Form File No. Exhibit Filing Date Filed By Herewith
31.01 Rule 13a-14(a)/15d-14(a) Certification of Principxlecutive X
Officer
31.02 Rule 13a-14(a)/15d-14(a) Certification of Principahancial X
Officer
32.01 Section 1350 Certification of Principal ExecutivéfiGer and X
Principal Financial Office
101 Interactive Data Files Pursuant to Rule 405 of Ragan S-T: (i) X

Condensed Consolidated Balance Sheets as of ABug011 an
May 31, 2011, (ii) Condensed Consolidated Statesneiht
Operations for the three months ended August 311 20d 2010,
(iii) Condensed Consolidated Statements of Castvs-for the
three months ended August 31, 2011 and 2010 ahdli¢tes to
Condensed Consolidated Financial Statem
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, Oracle Corporation has duly cdulis report to be signed on its behalf
by the undersigned, thereunto duly authorized.

ORACLE CORPORATION

Date: September 23, 2011 By: /sl _SAFRAA. C ATZ

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

Date: September 23, 2011 By: sl __WiLLiam C oREYW EST
William Corey Wes
Senior Vice President, Corporate Controller and
Chief Accounting Office
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CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUA NT TO
EXCHANGE ACT RULE 13a-14(a)/15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, Lawrence J. Ellison, certify that:

1.
2.

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

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

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

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

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b) designed such internal control over financigomting, or caused such internal control over fgiahreporting 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 presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the tegyig'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

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

a) all significant deficiencies and 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 refptahcial 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: September 23, 2011 By: /s/ LAWRENCEJ. ELLISON

Lawrence J. Ellison
Chief Executive Officer and Director
(Principal Executive Officer



Exhibit 31.02

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUA NT TO
EXCHANGE ACT RULE 13a-14(a)/15d-14(a)
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, Safra A. Catz, certify that:

1.
2.

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

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

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

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

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoss designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b) designed such internal control over financigomting, or caused such internal control over fgiahreporting 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 presentiisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the tegyig'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

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

a) all significant deficiencies and 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 refptahcial 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: September 23, 2011 By: /s/ SaAFrRAA.CATZ

Safra A. Catz
President, Chief Financial Officer and Directoriipal
Financial Officer)



Exhibit 32.01

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PR INCIPAL FINANCIAL OFFICER PURSUANT TO 18 U.S.C.
SECTION 1350 AS ADOPTED PURSUANT TO SECTION 906 OFHE SARBANES-OXLEY ACT OF 2002

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® 3% hapter 63 of Title 18 of the
United States Code.

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

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

2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of Oracle

Corporation,
Date: September 23, 2011 By: /s/ LAwWRENCEJ. ELLISON
Lawrence J. Ellison
Chief Executive Officer and Director
(Principal Executive Officer
Date: September 23, 2011 By: /s/ SaFraA.CAaTz

Safra A. Catz
President, Chief Financial Officer and Directoriipal
Financial Officer)



