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

FORM 10-Q

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

For the quarterly period ended February 29, 2012

or

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 pastf@s. Yesx No

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Ye&s No

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

Large accelerated filer x Accelerated filer ~

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

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yes™ No x
The number of shares of registrant’'s common stat&tanding as of March 19, 2012 was: 4,975,106,000.
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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 investmentssearch and development and related product appbes, including
opportunities to improve existing hardware prodaatd services or develop new hardware productsardces

* 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

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

as well as other statements regarding our futuegatipns, financial condition and prospects, ansifmss strategies. Forward-looking
statements may be preceded by, followed by or decthe words “expects,” “anticipates,” “intendspgidns,” “believes,” “seeks,” “estimates,”
“will,” “is designed to” and similar expressions.&/¢laim the protection of the safe harbor for favepoking statements contained in the
Private Securities Litigation Reform Act of 1995 &l forward-looking statements. We have baseddtierward-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. Fasttihat might cause or contribute to such diffeesniaclude, but are not limited to, those
discussed in “Risk Factor#icluded in documents we file from time to timelwihe U.S. Securities and Exchange Commissionydiirag our
Annual Report on Form 10-K for our fiscal year eshdiday 31, 2011 and our other Quarterly Reports @m10-Q filed by us in our fiscal

year 2012, which runs from June 1, 2011 to May2812.

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 applicakleurities laws. If we do update one or more fodalaoking statements, no inference should
be drawn that we will make additional updates wébpect to those or other forward-looking statemedew information, future events or
risks could cause the forward-looking events weudis in this Quarterly Report not to occur. Youwtiaot 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 February 29, 2012 and May 31, 2011
(Unaudited)

(in millions, except per share data)

ASSETS
Current asset:
Cash and cash equivalel
Marketable securitie

Trade receivables, net of allowances for doubtfebants of $349 and $372 as of Februan

2012 and May 31, 2011, respectiv
Inventories
Deferred tax asse
Prepaid expenses and other current a:
Total current asse
Non-current assett
Property, plant and equipment, |
Intangible assets, n
Goodwill
Deferred tax asse
Other asset
Total nor-current assetl
Total asset

LIABILITIES AND EQUITY
Current liabilities:
Notes payable, current and other current borrow
Accounts payabl
Accrued compensation and related bent
Deferred revenue
Other current liabilitie:
Total current liabilities

Non-current liabilities:
Notes payable and other r-current borrowing:
Income taxes payab
Other nor-current liabilities
Total nor-current liabilities
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: 4,979 shares as of February 29, 20d5#®68 shares as of May 31, 2(

Retained earning
Accumulated other comprehensive inca

Total Oracle Corporation stockhold’ equity
Noncontrolling interest

Total equity
Total liabilities and equit

See notes to condensed consolidated financiahsémes.

February 29,
2012

$ 13,78
15,961

4,65¢
17z
1,29C
1,67¢
37,53¢

2,93¢
7,45¢
23,81¢
977

1,63¢
36,82-

$ 74,367

442
1,66¢
6,28¢
3,24(

11,63:

14,77
3,21¢€
1,47C

19,46

17,341
25,11¢
41€

42 ,87:
398
43,26¢

$ 74,36

May 31,
2011

$ 16,160
12,68¢

6,62¢
308
1,18¢
2,20¢
39,17

2,851
7,86(
21,55¢
1,07¢
1,01¢
34,36

$ 73,53¢

$ 1,15C
494

2,32(
6,80z
3,42¢
14,19:

14,77
3,16¢
1,15

19,09¢

16,65
22,58:
542
39,77¢
46¢
40,24¢

$ 73,53¢
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three and Nine Months Ended February 29, 202 and February 28, 2011

(Unaudited)

Three Months Ended

February 29,

(in millions, except per share data) 2012
Revenues
New software license $ 2,37¢
Software license updates and product sug 4,051
Software revenue 6,42°¢
Hardware systems produ 86¢
Hardware systems supp 604
Hardware systems revent 1,47:
Services 1,141
Total revenue 9,03¢
Operating expense
Sales and marketir® 1,70C
Software license updates and product sug® 30&
Hardware systems produ«® 424
Hardware systems supp® 257
Service<® 922
Research and developmt 1,14t
General and administrati 261
Amortization of intangible asse 60€
Acquisition related and oth 38
Restructuring 64
Total operating expens 5,722
Operating incom: 3,317
Interest expens (290
Non-operating income, ne 21
Income before provision for income tay 3,14¢
Provision for income taxe 65C
Net income $ 2,49¢
Earnings per shan
Basic $ 0.5C
Diluted $ 0.4¢
Weighted average common shares outstani
Basic 5,007
Diluted 5,08(
Dividends declared per common sh $ 0.0¢€

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

See notes to condensed consolidated financiahstats.

February 28,

2011

2,214

3,74(

5,95¢
1,03¢
62¢

1,66¢

1,14¢€

8,76¢

1,61¢
29¢
46¢
294
954
1,127
28¢
61z
30

92

5,77

2,987
(204)
16

2,79¢

&

682

2,11¢

0.4z

0.41

5,05

5,14¢

0.0t

Nine Months Ended

February 29,

2012

$ 5,921
12,05¢
17,97¢

2,851
1,87¢
4,72¢
3,501
26,20¢

5,027
89¢

1,367

79¢

2,78¢
3,297

84¢

1,79(

63

217
17,09
9,111
(574)
42
8,57¢
2,05(

$ 6,52

&

1.3C
$ 1.2¢

5,03
5,11¢
$ 0.1¢

February 28,

2011

$

5,49¢

10,83¢

16,33
3,22¢

1,89(

511t
3,39¢

24,84,

4,48:
914
1,543
95C
2,81¢
3,34¢
714
1,82¢
16C
41C

17,17

7,672
(617)
18C

7,241

1,90:

5,33¢

1.0¢

1.04

5,04

511;

0.1%
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended February 29, 2012 and Febary 28, 2011

Nine Months Ended

(Unaudited)
February 29,
(in millions) 2012
Cash Flows From Operating Activitie
Net income $ 6,52¢
Adjustments to reconcile net income to net caskigesl by operating activitie:
Depreciatior 35C
Amortization of intangible asse 1,79C
Deferred income taxe (200)
Stock-based compensatic 474
Tax benefits on the exercise of stock options agsting of restricted sto-based award 123
Excess tax benefits on the exercise of stock optan vesting of restricted st-based award (71)
Other, ne’ 67
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivables, 2,02¢
Decrease (increase) in inventor 13¢
Decrease in prepaid expenses and other ¢ 87
Decrease in accounts payable and other liabil (1,359
Increase (decrease) in income taxes pay 25¢
Decrease in deferred revent (536)
Net cash provided by operating activit 9,68€
Cash Flows From Investing Activitie
Purchases of marketable securities and other imezgs (29,745
Proceeds from maturities and sales of marketalslergies and other investmer 26,47:
Acquisitions, net of cash acquir (2,839
Capital expenditure (431)
Proceeds from sale of prope —
Net cash used for investing activiti (6,537
Cash Flows From Financing Activitie
Payments for repurchases of common s (3,457%)
Proceeds from issuances of common s 512
Payments of dividends to stockhold (909)
Proceeds from borrowings, net of issuance ¢ —
Repayments of borrowing (1,40%)
Excess tax benefits on the exercise of stock opt@om vesting of restricted st-based award 71
Distributions to noncontrolling interes (163
Net cash used for financing activiti (5,350
Effect of exchange rate changes on cash and casvadents (181)
Net (decrease) increase in cash and cash equis. (2,382)
Cash and cash equivalents at beginning of pe¢ 16,16:
Cash and cash equivalents at end of pe $ 13,78:
Non-cash investing and financing transactic
Fair value of stock options and restricted s-based awards assumed in connection with acquisi $ 19
Fair value of contingent consideration payableanrection with acquisitio $ 34¢€
Increase in unsettled repurchases of common ¢ $ 26

See notes to condensed consolidated financiahstats.

February 28,

2011
$ 5,33¢

282
1,82¢

(174
382
227

(139
42

@ BH B
|
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
February 29, 2012
(Unaudited)

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

We have prepared the condensed consolidated falastaiements included herein pursuant to the anesregulations of the U.S. Securities
and Exchange Commission (SEC). Certain informadiath footnote disclosures normally included in ficiahstatements prepared in
accordance with U.S. generally accepted accouptimgiples (GAAP) have been condensed or omittedyant to such rules and regulatic
However, we believe that the disclosures hereiradegjuate to ensure the information presentedt isiisteading. These unaudited conder
consolidated financial statements should be readmjunction with the audited financial statemeand the notes thereto included in our
Annual Report on Form 10-K for the fiscal year eshtiéay 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 therimt 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 fisgedr ending May 31, 2012. General and
administrative expenses as presented in our cordarmsolidated statements of operations duringitreemonths ended February 28, 2011
included a benefit of $120 million related to tleeovery of legal costs, which reduced our expeims#ss period.

There have been no significant changes in our tegdinancial position or results of operations aadh flows as a result of the adoption of
new accounting pronouncements or to our signifieaaebunting policies that were disclosed in our dalrReport on Form 10-K for the fiscal
year ended May 31, 2011 that have had a significapéct on our consolidated financial statementsates theretc

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

Acquisition Related and Other Expenses

Acquisition related and other expenses consiseafgnnel related costs for transitional and cext#ier 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 (furthecdssed in Note 2 below), and certain
other operating expenses, net. Stock-based compmngzluded 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 Nine Months Ended

February 29, February 28, February 29, February 28,

(in millions) 2012 2011 2012 2011
Transitional and other employee related c $ 6 $ 16 $ 18 $ 93
Stocl-based compensatic 18 1 21 8
Professional fees and other, 6 14 (D) 72
Business combination adjustments, 8 (1) 25 (13
Total acquisition related and other exper $ 38 $ 30 $ 63 $ 16C
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 29, 2012
(Unaudited)

Non-Operating Income, net

Non-operating income, net consists primarily of ingti@come, net foreign currency exchange gains¢®)s the noncontrolling interests in
the net profits of our majority-owned subsidiari@acle Financial Services Software Limited andd@dapan), and net other income
(losses), including net realized gains and losskdad to all of our investments and net unrealgaids and losses related to the small portion
of our investment portfolio that we classify agirey.

Three Months Ended Nine Months Ended

February 29, February 28, February 29, February 28,

(in millions) 2012 2011 2012 2011
Interest incom $ 60 $ 44 $ 17k $ 11¢€
Foreign currency gains (losses), (28) (30 (68) 52
Noncontrolling interests in incon (35 (26) (88) (73
Other income, ne 24 28 23 83
Total nor-operating income, nt $ 21 $ 16 $ 42 $ 18C

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 aketable debt and equity securities that we
classify as available-for-sale. The following tabéds forth the calculation of comprehensive income

Three Months Ended Nine Months Ended

February 29, February 28, February 29, February 28,

(in millions) 2012 2011 2012 2011
Net income $ 2,49¢ $ 2,11¢ $ 6,52¢ $ 5,33¢
Foreign currency translation gains (losses), 11€ 93 (139 402
Unrealized gains (losses) on defined benefit plaat — 1 4 3
Unrealized gains on marketable securities, 8 6 17 17
Comprehensive incon $ 2,622 $  2,21¢ $ 6,402 $ 5,761

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 tura tustomers to financial institutions as saler@ncing receivables because we are
considered to have surrendered control of thesamdiimg receivables. During the three months enadxiuary 29, 2012 and February 28,
2011, $374 million and $287 million of financingcegvables were sold to financial institutions, msjvely. During the nine months ended
February 29, 2012 and February 28, 2011, $1.3hikind $1.0 billion of financing receivables wenéldo financial institutions, respectively.

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
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 29, 2012
(Unaudited)

impairment. ASU 201 D8 permits an entity to first perform a qualitatagsessment to determine whether it is more litkelp not that the fe
value of a reporting unit is less than its carrywadue. If it is concluded that this is the casés necessary to perform the currently prescribed
two-step goodwill impairment test. Otherwise, the4step goodwill impairment test is not requirede Wtend to early adopt ASU 2011-08 in
our fourth quarter of fiscal 2012 and we do notestghat its adoption will have a material impactowur consolidated financial statements.

Presentation of Comprehensive Income:  In June 2011, the FASB issued Accounting Standdptiate No. 2011-082omprehensive
Income (Topic 22C— Presentation of Comprehensive IncofA&U 2011-05), to require an entity to presentttial 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 a part of the statemesgwfy. In December 2011, the FASB issued AccognBtandards Update No. 2011-12,
Comprehensive Income (Topic 220)—Deferral of thfeéifve Date for Amendments to the PresentatioRaflassifications of Iltems Out of
Accumulated Other Comprehensive Income in AccognBtandards Update No. 2011-05 (ASU 2011-12), wheflers the requirement to
present reclassification adjustments for each carapbof other comprehensive income on the fachefihancial statements. ASU 2011-05
and ASU 2011-12 are effective for us in our firsager of fiscal 2013 and should be applied reteotipely. We are currently evaluating the
impact of our pending adoption of ASU 2011-05 ar®lA2011-12 on our consolidated financial statements

Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements:  In May 2011, the FASB issued Accounting
Standards Update No. 2011-@4mendments to Achieve Common Fair Value MeasuremnenDisclosure Requirements in U.S. GAAP and
International Financial Reporting Standards (Tog20—Fair Value Measureme(ASU 2011-04), to provide a consistent definitidrfair
value and ensure that the fair value measuremehdlisnlosure requirements are similar between GAA® International Financial Reporti
Standards. ASU 2011-04 changes certain fair vale@sorement principles and enhances the disclosquirements particularly for Level 3
fair value measurements (as defined in Note 3 bela®U 2011-04 is effective for us in our fourthagter of fiscal 2012 and should be
applied prospectively. We are currently evaluatimgimpact of our pending adoption of ASU 2011-84oar consolidated financial
statements.

2.  ACQUISITIONS
Proposed Acquisition of Taleo Corporation

On February 8, 2012, we entered into an AgreemmhPdan of Merger (Merger Agreement) with Taleo fitwation (Taleo), a provider of
cloud-based talent management solutions. PursadhétMerger Agreement, our wholbwned subsidiary will merge with and into Taleo
Taleo will become a wholly-owned subsidiary of GeatJpon the consummation of the merger, each stfafaleo common stock will be
converted into the right to receive $46.00 in césladdition, the unvested portion of each Talezlsbption or restricted stock-based award
outstanding immediately prior to the consummatibthe merger will generally be converted into acktoption or restricted stock-based
award, as the case may be, denominated in sha@sofle common stock based on formulas contain¢iaeiMerger Agreement. The
estimated total purchase price of Taleo is appratéty $2.0 billion. The completion of the mergesihject to customary conditions,
including without limitation, the adoption of theenger by Taleo’s stockholders.

7
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 29, 2012
(Unaudited)

Fiscal 2012 Acquisitions
Acquisition of RightNow Technologies, Inc.

On January 25, 2012, we completed our acquisitidRightNow Technologies, Inc. (RightNow), a provids# cloud-based customer service.
We have included the financial results of RightNoeveur consolidated financial statements from thteaf acquisition. These results were
not material to our consolidated financial statetaefhe total preliminary purchase price for RightNwas approximately $1.5 billion, whi
consisted of approximately $1.5 billion in cash &id million for the fair value of stock optionsdarestricted stock-based awards assumed.
We have preliminarily recorded $697 million of idiéable intangible assets and $240 million of teetgible liabilities related primarily to
customer performance obligations, convertible delot deferred tax liabilities that were assumed pareof this acquisition, based on their
estimated fair values, and $1.1 billion of residgabdwill.

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 in exchange for rightet®ive contingent cash consideration
(Earn-Out), if any, pursuant to an Earn-Out caléata An affiliate of Mr. Ellison’s has a preferemdght to receive the first approximately
$565 million of the Earn-Out, if any, and rights55% of any amount of the Earn-Out that exceed$ $5ilion.

The Earn-Out will be calculated with respect thi@e-year period that commenced with our secondeyuaf fiscal 2012 and will conclude
with our first quarter of fiscal 2015 (Earn-Out Pel). The Earn-Out will be an amount (if positivaglculated 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 Meygreement. We do not expect the amount of the Earnor 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 fromdhte 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 ultinhageayable via the Earn-Out calculation (describbdve) with any changes in the liability
recorded as acquisition related and other in onsalidated statements of operations until the litghs settled. We have preliminarily
recorded $142 million of identifiable intangiblesats and $11 million of net tangible liabilitiesded on their estimated fair values, and $215
million of residual goodwill. The fair value of ctingent consideration payable was estimated usiigaunted cash flow technique with
significant inputs that are not observable in tregkmat and thus represents a Level 3 fair value orea®ent as defined in the FASB’s
Accounting Standards Codification (ASC) 8&ajr Value Measurements and DisclosuréBe significant inputs in the Level 3 measurement
not supported by market activity included our ptulity assessments of expected future cash flovedae to our acquisition of Pillar Data
during the Earn-Out Period, appropriately discodmensidering the uncertainties associated wittotiigation, and calculated in accordance
with the terms of the Merger Agreement. Subseqteetite date of acquisition, the estimated fair gadfithe Earn-Out liability increased to
$384 million as of February 29, 2012 primarily agsult of the passage of time and the correspgridipact of discounting.

8
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 29, 2012
(Unaudited)

Other Fiscal 2012 Acquisitions

During the first nine months of fiscal 2012, we aicgd certain other companies and purchased cdgelmology and development assets
primarily to expand our products and services offfs. These acquisitions were not individually #igant. We have included the financial
results of these companies in our consolidatediiiz statements from their respective acquisitiates. In the aggregate, the total
preliminary purchase price for these acquisitioas approximately $1.6 billion, which consisted ppeximately $1.6 billion in cash, and $5
million for the fair value of stock options assumiéde have preliminarily recorded $530 million oéittifiable intangible assets and $32
million of net tangible assets, based on theinested fair values, and $1.1 billion of residual dwdl.

The preliminary fair value estimates for the assetyired and liabilities assumed for all acquesi completed during the first nine month
fiscal 2012 were based upon preliminary calculatiand valuations and our estimates and assumgtiorach of these acquisitions are
subject to change as we obtain additional inforomator our estimates during the respective measeméperiods (up to one year from the
respective acquisition dates). The primary aredbhaxe preliminary estimates that are not yet iftredl related to certain tangible assets and
liabilities acquired, identifiable intangible asseatertain legal matters, and income and non-indoaised taxes.

Fiscal 2011 Acquisitions

On January 5, 2011, we completed our acquisitioarbrechnology 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 purchase price fdiGAwas approximately $1.0 billion, which consistdégpproximately $990 million in cash
and $16 million for the fair value of stock optioasd restricted stock-based awards assumed. Werdeaaled $404 million of identifiable
intangible assets and $111 million of net tangéssets, based on their estimated fair values, 49 &illion of residual goodwill.

On August 11, 2010, we completed our acquisitioRludise Forward Incorporated (Phase Forward), admoef 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 foage Forward was approximately $736 million, whiohsisted of approximately $735
million in cash and $1 million for the fair valué restricted stock-based awards assumed. We reg @220 million of identifiable intangible
assets, $20 million of in-process research andldpreent and $17 million of net tangible assetseHam 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 natiiggnt individually or in the aggregate. We haneluded the financial results of these
companies in our consolidated results from theipeetive acquisition dates.

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 thesesitiqns are subject to change as we
obtain additional information for our estimatesidgrthe respective measurement periods (up to eaefyom the respective acquisition
dates). The primary areas of those estimates this mot yet finalized related to certain tangitssads and liabilities acquired, identifiable
intangible assets, certain legal matters, and ircand non-income based taxes.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information i tlable below summarizes the combined results efatjpns for Oracle, RightNow, Pillar
Data, ATG, Phase Forward, and certain other conggahiat we acquired since the
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beginning of fiscal 2011 (which were consideredsigant for the purposes of unaudited pro fornmaficial information disclosure) as
though the companies were combined as of the biegjrud fiscal 2011. The pro forma financial infortizen for all periods presented also
included the business combination accounting effeedulting from these acquisitions including omogtization charges from acquired
intangible assets (certain of which were prelimyfastock-based compensation charges for unveste sptions and restricted stock-based
awards assumed, if any, and the related tax eféectsough the aforementioned companies were cadlaia of the beginning of fiscal 2011.
The pro forma financial information as presentelwas for informational purposes only and is nadicative of the results of operations that
would have been achieved if the acquisitions hkdrtglace at the beginning of fiscal 2011.

The unaudited pro forma financial information foetthree and nine months ended February 29, 20hBined the historical results of Ora
for the three and nine months ended February 2,28 e historical results of RightNow for the th@nd nine months ended September 30,
2011 (adjusted due to differences in reportingqueriand considering the date we acquired RightNth&)historical results of Pillar Data for
the three months ended June 30, 2011 (adjustetbdiiferences in reporting periods and considetirggdate we acquired Pillar Data), the
historical results of certain other companies Watacquired since the beginning of fiscal 2012 Bag®n their respective previous reporting
periods and the dates these companies were acdpyingsl and the effects of the pro forma adjustsésited above.

The unaudited pro forma financial information fbetthree and nine months ended February 28, 20hbined the historical results of Ora

for the three and nine months ended February 28l ,28e historical results of RightNow for the ta@nd nine months ended March 31, 2011
(due to differences in reporting periods), thedrisal results of Pillar Data for the three andeninonths ended December 31, 2010 (due to
differences in reporting periods), the historie@gdults of ATG for the three and nine months endsmteSnber 30, 2010 (adjusted due to
differences in reporting periods and considerirggdhte we acquired ATG), the historical resultPlofise Forward for the three months ended
June 30, 2010 (adjusted due to differences in tegpperiods and considering the date we acquitebs® Forward), the historical results of
certain other companies that we acquired sincédiginning of fiscal 2011 based upon their respegiirevious reporting periods and the
dates these companies were acquired by us, aradfdwts of the pro forma adjustments listed above.

Three Months Ended Nine Months Ended
February 29, February 28, February 29, February 28,
(in millions, except per share data) 2012 2011 2012 2011
Total revenue $ 9,07¢ $ 8,89 $ 26,43¢ $ 25,33¢
Net income $ 2,481 $ 2,05( $ 6,42¢ $ 5,14(
Basic earnings per she $ 0.5C $ 041 $ 1.2t $ 1.0Z
Diluted earnings per sha $ 0.4¢ $ 0.4C $ 1.2¢ $ 1.0C

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 paitiansfer a liability in an orderly transaction beem market participants at the measurement
date. When determining the fair value measurenfengssets and liabilities required to be recoratetheir fair values, we consider the
principal or most advantageous market in which weald transact and consider assumptions that mpekétipants would use when pricing
the assets or liabilities, such as inherent riglgdfer restrictions, and risk of nonperformance.
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ASC 820 establishes a fair value hierarchy thatireg an entity to maximize the use of observaigeiis and minimize the use of
unobservable inputs when measuring fair value. ggess 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 idestassets 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 supportelitthy 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 cecurring basis, excluding accrued interestpmomants, consisted of the following (Level
1, 2 and 3 inputs are defined above):

February 29, 2012 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 $ 25 % — 3 — 3 25 % 336: $ — $ 3,36-
U.S. Treasury, U.S. government and U.S. governagency debt
securities 51¢& — — 51& 1,15( — 1,15C
Commercial paper debt securit — 14,03! — 14,03! — 11,88¢ 11,88¢
Corporate debt securities and ot 144 1,84¢ — 1,992 10¢€ 1,88t 1,991
Derivative financial instrument — 73 — 73 — 69 69
Total asset $ 684 $ 1595. $ — $ 16,63t $ 4618 $ 13,83t $ 18,45¢
Liabilities:
Contingent consideration payat $ — 3 — % 384 $ 384 $ — 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 marketaderities that were classified as Level 1 intttide above were derived from quoted
market prices as substantially all of these insami® have maturity dates, if any, within two yefapsn our date of purchase and active
markets for these instruments exist. Our valuatmhniques used to measure the fair values of L2imdtruments listed in the table above,
all of which mature within two years and the coupéeties to which have high credit ratings, werevde from the following: non-binding
market consensus prices that are corroborated $graéble 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 equivalents, marketable securities andalie financial instruments are recognized anésoeed at fair value in our condensed
consolidated financial statements. Based on thgniggprices of our $14.8 billion and $15.9 billiohborrowings, which consisted of senior
notes that were outstanding at February 29, 20@Zanior notes and short-term borrowings that wetstanding as of May 31, 2011,
respectively, and the interest rates we could olftai other borrowings with similar terms at thalsges, the estimated fair values of our
borrowings at February 29, 2012 and May 31, 20164 7.6 billion and $17.4 billion, respectively.
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4. INVENTORIES
Inventories consisted of the following:
February 29, May 31,

(in millions) 2012 2011
Raw material $ 60 $ 94
Work-in-process 13 17
Finished good 99 192

Total $ 172 $ 302

5. INTANGIBLE ASSETS AND GOODWILL

The changes in intangible assets for fiscal 2012tha net book value of intangible assets at Fepr2@, 2012 and May 31, 2011 were as
follows:

Intangible Assets, Gross Accumulated Amortization Intangible Assets, Net
February 29, February 29, May 31, February 29, Weighted
May 31, May 31, Average
(Dollars in millions) 2011  Additions 2012 2011  Expense 2012 2011 2012 Useful Life (1)
Software support agreements and related relatipa $ 5171 $ 117 $ 529 $ (2,745 $ (439 $ (3,189 $ 2,43 $ 2,111 8 years
Hardware systems support agreements and relatgtbredhips 76C 8 76¢ (147 (89) (236) 613 532 8 years
Developed technolog 6,03¢ 534 6,56¢ (3,729 (687) (4,415 2,30¢ 2,152 6 years
Core technolog' 2,29t 254 2,54¢ (1,272) (25%3) (1,525 1,028 1,02¢ 6 years
Customer relationshig 2,062 471 2,53¢ (92¢€) (27E) (1,207 1,137 1,33: 8 years
Trademarks 52¢ 40 56€ (229) (48) 277 29¢ 291 8 years
Total intangible assets subject to amortiza 16,857 1,42¢ 18,28! (9,047%) (2,790 (20,837) 7,81( 7,44 7 years
In-process research and developn 50 (39 11 — — — 50 11 N.A.
Total intangible assets, n $ 1690 $ 138 $ 18,29: $ (9,049 $ (1,790 $ (10,83) $ 7.86( $ 7,45t

@ Represents weighted average useful lives of intdegissets acquired during the nine months endedi&ey 29, 2012

Total amortization expense related to our intargddsets was $606 million and $1.8 billion fortfiree and nine months ended February 29,
2012, respectively, and $612 million and $1.8 tillfor the three and nine months ended Februar@@Bl, respectively. As of February 29,
2012, estimated future amortization expenses etlatentangible assets were as follows (in millijpns

Remainder of Fiscal 201 $ 61
Fiscal 2012 2,16:
Fiscal 201< 1,78
Fiscal 201t 1,34¢
Fiscal 201¢ 842
Fiscal 2017 28€
Thereafte 40€

Total intangible assets subject to amortiza 7,44¢
In-process research and developrn 11

Total intangible assets, n $7,45¢
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The changes in the carrying amounts of goodwillicivlis generally not deductible for tax purposes,dur operating segments for the nine
months ended February 29, 2012 were as follows:

Software
License
New Updates anc Hardware
Software
Product Systems
(Dollars in millions) Licenses Support Support Other (2) Total
Balances as of May 31, 20 $6,78¢ $ 12,05: $ 1,00¢ $ 1,700 $ 21,55
Goodwill from acquisition: 621 437 184 1,11¢€ 2,35¢
Goodwill adjustment( (67) (29 — 4 (92
Balances as of February 29, 2( $7,33¢ $ 12,46( $ 1,19t $ 2,82i $ 23,81¢

(1) Pursuant to our business combinations accouptitigy, we recorded goodwill adjustments for thizef on goodwill of changes to net assets acquitgihg the 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 ofregategments and approximately $1.1 billion of geiidor certain of our acquisitions that will bél@cated based upon the
finalization of valuations

6. NOTES PAYABLE AND OTHER BORROWINGS
Senior Notes

In accordance with our obligations under a rediistmarights agreement entered into in July 2018annection with the original issuance of
our $3.25 billion of fixed rate senior notes cotiagg of $1.0 billion of 3.875% notes due July 2q2020 Notes) and $2.25 billion of 5.375%
notes due July 2040 (2040 Notes, and togethertivét2020 Notes, the Original Senior Notes), on Ddmer 16, 2011 we completed a
registered offer to exchange the Original Seniotedor new freely tradable notes having terms tauiiglly identical to the Original Senior
Notes. An aggregate of $994 million principal amibofithe 2020 Notes and an aggregate of $2.24hiftrincipal amount of the 2040 Nof
were tendered and exchanged in the offer.

Separately, subsequent to the closing of our aitiguiof RightNow, we repaid, in full, $255 millioof RightNow’s legacy convertible notes
in the third quarter of fiscal 2012.

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),lmorcowed $1.15 billion pursuant to the
agreements. As of June 30, 2011, we repaid thé&$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. (the Sun Restiring Plan) in order to improve the cost effitties in our merged operations. Our
management subsequently amended the Sun RestngcRlan to reflect additional actions that we expectake to improve the cost
efficiencies in our merged operations. The tottihested restructuring costs associated with the Sestructuring Plan are $1.0 billion
consisting primarily of employee severance experad@sndoned facilities obligations and contraghteation costs. The restructuring costs
will be recorded to the restructuring expense ii@s within our
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consolidated statements of operations as theyeamgnized. We recorded $170 million of net restring expenses in connection with the
Sun Restructuring Plan in the first nine monthfisafal 2012, and we expect to incur the majorityhaf approximately $80 million of
remaining expenses pursuant to the Sun RestrugtRtam through the remainder of fiscal 2012. Angraes to the estimates of executing
Sun Restructuring Plan will be reflected in ounfetresults of operations.

Summary of All Plans

Accrued
Nine Months Ended February 29, 2012 Total Total
May 31, Accrued Costs Expectec
Initial Adj. to Cash February 29, Accrued Program
(in millions) 20112 Costs(3) Cost 4 Payments Others () 2012(2) to Date Costs
Sun Restructuring Plan®
New software license $ 14 $ 32 $ 3 $ 3 $ (1 % 8 $ 98 $ 10¢
Software license updates and product sug 19 18 1 (28) — 10 76 89
Hardware systems busine 10 21 2 (26) — 7 134 14C
Services 9 22 — (22) @ 9 78 89
General and administrative and ot 10C 80 3 (112) (1) 64 56& 60E
Total Sun Restructurin $152 $ 17 $ 3 $ 22 $ (3 ¢ 98 $ 951 $1,031
Total other restructuring plar® $27 $ 30 $17 $ (99 $ (3 % 24€
Total restructuring plans $ 44 $ 200 $ 14 $ (3169 $ (6 9 344

(1) Restructuring costs recorded for individual liteems presented related to employee severance exstpt for general and administrative and oth@ighvincluded $22 million
recorded during the first nine months of fiscal 2@dr facilities related restructuring and contregmination costs

(@ The balances at February 29, 2012 and May 311, B@duded $171 million and $244 million, respeetiy, recorded in other current liabilities and $Xdion and $205 million,
respectively, recorded in other r-current liabilities.

() Costs recorded for the respective restructuringsptiuring the current period present
(4) Al plan adjustments are changes in estimates vilysrereases and decreases in costs are genevediyded to operating expenses in the period oféaujents
(®)  Represents foreign currency translation and ceotiar adjustment:

(6)  Other restructuring plans presented in the tabteve included condensed information for other @raased plans and other plans associated withinest our acquisitions whereby
we continued to make cash outlays to settle obtigatunder these plans during the period presdntetbr which the current impact to our consolidbstatements of operations was
not significant.

8. DEFERRED REVENUES
Deferred revenues consisted of the following:

February 29, May 31,

(in millions) 2012 2011
Software license updates and product suf. $ 4,89¢ $ 5,38¢
Hardware systems supp 621 687
Services 387 43¢
New software license 344 265
Hardware systems produ 37 28
Deferred revenues, curre 6,28t 6,80z
Deferred revenues, n-current (in other nc-current liabilities) 30€ 31€
Total deferred revenut $ 6,591 $  7,11¢
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Deferred software license updates and product suppeenues and deferred hardware systems supp@nues represent customer payments
made in advance for support contracts that aredjlgibilled on a per annum basis in advance watliesponding revenues being recognized
ratably over the support periods. Deferred servieesnues include prepayments for our servicesibasiand revenues for these services are
generally recognized as the services are perforDefitrred new software license revenues typicaiuit from undelivered products or
specified enhancements, customer specific accepfanowisions, time based arrangements and softlicarese transactions that cannot be
segmented from undelivered consulting or otherisesv Deferred hardware systems products revegpi&slly result from sales to

customers, including channel partners and reselldrsre revenue recognition criteria have not beehand transactions that cannot be
segmented from undelivered consulting or otherisesv

In connection with our acquisitions, we have esteaddhe fair values of the software license updatesproduct support obligations,
hardware systems support obligations and certieratbligations assumed from our acquired compakeshave estimated the fair value:
the obligations assumed using a cost build-up ambroThe cost build-up approach determines fairerlly estimating the costs relating to
fulfilling the obligations plus a normal profit nin. The sum of the costs and operating profit apipnates, in theory, the amount that we
would be required to pay a third party to assuneeattuired obligations. The aforementioned faineadjustments recorded for obligations
assumed from our acquisitions primarily reducedsibiéware license updates and product support artinare systems support deferred
revenue balances that we recorded as liabilitm® fhese acquisitions and also reduced the regultvenues that we recognized or will
recognize over the terms of the acquired obligatiduring 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 instrsramt 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 dudtmchmark interest rate movements. The
changes in fair values of these interest rate ssgapements are recognized as interest expense @oosolidated statements of operations
with the corresponding amounts included in otheetsor other non-current liabilities in our coidated balance sheets. The amount of net
gain (loss) attributable to the risk being hedgerktognized as interest expense in our consatidatdements of operations with the
corresponding amount included in notes payablectimer non-current borrowings. The periodic intesettlements, which occur at the same
interval as the 2014 Notes, are recorded as interpense. As of February 29, 2012 and May 31, 2Elfair values of these interest rate
swap agreements recorded as other assets in aolictated balance sheets were $73 million and $@im respectively.

We do not use any interest rate swap agreementsafiing purposes.

Foreign Currency Forward Contracts Not Designated a Hedges

We transact business in various foreign curreraigshave established a program that primarilyzetliforeign currency forward contracts to
offset the risks associated with the effects ofagerforeign currency exposures. Under this prograum strategy is to enter into foreign
currency forward contracts so that increases ore@dses in our foreign currency exposures are dfsgains or losses on the foreign curre
forward contracts in order
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to mitigate the risks and volatility associatedhasur foreign currency transactions. We may suspleisgorogram from time to time. Our
foreign currency exposures typically arise froneiobmpany sublicense fees, intercompany loans el imtercompany transactions that are
expected to be cash settled in the near term. @aigh currency forward contracts are generallytstesm in duration. Our ultimate realized
gain or loss with respect to currency fluctuatianils generally depend on the size and type of crmssency exposures that we enter into, the
currency exchange rates associated with these epgmand changes in those rates, the net realimbdraealized gains or losses on foreign
currency forward contracts to offset these expasaral other factors.

We neither use these foreign currency forward eatsrfor trading purposes nor do we designate ttoes@ard 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 fairegatecorded to our consolidated statement of tpesa The balance sheet classificatior
the fair values of these forward contracts is pitpapenses and other current assets for a neslizee gain position and other current
liabilities for a net unrealized loss position. Ttatement of operations classification for charigdair values of these forward contracts is
non-operating income, net, for both realized anealized gains and losses.

As of February 29, 2012 and May 31, 2011, the mati@mounts of the forward contracts we held tepase U.S. Dollars in exchange for
other major international currencies were $2.8dsiland $2.5 billion, respectively, and the noticemaounts of forward contracts we held to
sell U.S. Dollars in exchange for other major ingional currencies were $1.1 billion and $1.6dnil] respectively. The fair values of our
outstanding foreign currency forward contracts wesminal at February 29, 2012 and May 31, 2011.

Included in our non-operating income, net were $h#8on and $30 million of net losses related liese forward contracts for the three and
nine months ended February 29, 2012, respectiaaly,$27 million and $32 million of net losses floe three and nine months ended
February 28, 2011, respectively.

10. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program $atourepurchase shares of our common stock. Onniiteere20, 2011, we announced that
our Board of Directors approved an expansion ofstoick repurchase program by an additional $5l@bilApproximately $5.6 billion
remained available for stock repurchases as ofuaep29, 2012 pursuant to our stock repurchaseranogWe repurchased 119.6 million
shares for $3.5 billion during the nine months ehBebruary 29, 2012 (including 1.7 million shareis$50 million that were repurchased but
not settled) and 28.0 million shares for $750 millduring the nine months ended February 28, 2@tenthe 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 fquiitions and dividend payments, our debt repayrobligations or repurchase of our
debt, our stock price, and economic and marketitiond. Our stock repurchases may be effected fiora to time through open market
purchases or pursuant to a Rule 10b5-1 plan. @ak sepurchase program may be accelerated, sughathelayed or discontinued at any
time.

Dividends on Common Stock

During the nine months ended February 29, 2012Board of Directors declared cash dividends of $@ér share of our outstanding
common stock, which we paid during the same period.
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In March 2012, our Board of Directors declared artprly cash dividend of $0.06 per share of oustauding common stock payable on
May 2, 2012 to stockholders of record as of theelof business on April 11, 2012. Future declanatiof dividends and the establishment of
future record and payment dates are subject tértaedetermination of our Board of Directors.

Stock-Based Compensation Expense and Valuation ofdgk Options

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

Three Months Ended Nine Months Ended

February 29, February 28, February 29, February 28,

(in millions) 2012 2011 2012 2011
Sales and marketir $ 30 $ 22 $ 86 $ 64
Software license updates and product sug 5 4 13 11
Hardware systems produ — 1 1 2
Hardware systems supp 1 1 4 4
Services 6 5 16 13
Research and developmt 74 58 213 171
General and administratiy 41 37 12C 11C
Acquisition related and oth 18 1 21 8
Total stocl-based compensatic $ 17& $ 12¢ $ 474 $ 38¢

During the first nine months of fiscal 2012, weuisd 115 million stock options (including our anngednt of stock options in our first quarter
of fiscal 2012) and assumed certain stock optiowkrastricted stock-based awards from companigessbacquired. These stock option and
restricted stock-based award issuances were andiédet by forfeitures and cancellations of 11limn shares during the first nine months of
fiscal 2012.

We estimate the fair value of our share-based patsnesing the Black-Scholes-Merton option-pricingdal, which was developed for use in
estimating the fair value of stock options. Opti@uation models, including the Black-Scholes-Meraption-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-basedpemsation expense. We recognize stock-based coatmmexpense on a straight-line
basis over the service period of the award, wtsahenerally four years. The fair values of our lstogtions were estimated at the date of ¢
or date of acquisition for options and restrictamtk-based awards assumed in a business combin#@tienweighted average input
assumptions used and resulting fair values of stgtions were as follows for the three and nine tin@ended February 29, 2012 and
February 28, 2011:

Three Months Ended Nine Months Ended
February 29, February 28, February 29, February 28,
2012 2011 2012 2011
Expected life (in years) 4.7 4.5 5.1 5.1
Risk-free interest rat 0.8% 1.8% 1.6% 1.8%
Volatility 32% 29% 30% 33%
Dividend yield 0.8% 0.6% 0.7% 0.9%
Weighte-average fair value per she $ 1552 $ 9.7 $ 9.3¢ $  6.5¢

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 sharedéind declared by our Board of Directors
and the volatility input is calculated based onithplied volatility of our longest-term, traded apts.

17



Table of Contents

ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
February 29, 2012
(Unaudited)

11. INCOME TAXES

The effective tax rate for the periods presentadesesult of the mix of income earned in varitaxsjurisdictions that apply a broad range of
income tax rates. Our provision for income taxdéfes from the tax computed at the U.S. federdlstay income tax rate due primarily to
earnings considered as indefinitely reinvesteairifjn operations, state taxes, the U.S. reseaidtide@velopment tax credit, and the U.S.
domestic production activity deduction. Our effeettax rates were 20.7% and 23.9% for the threenareimonths ended February 29, 2012,
respectively, and 24.4% and 26.3% for the threerémel months ended February 28, 2011, respectively.

During the third quarter of fiscal 2012, we incregishe number of foreign subsidiaries in countwéh lower statutory rates than the United
States, the earnings of which we consider to befiniely reinvested outside the United Stateshdise subsidiaries generate sufficient
earnings in the future, our provision for incomeet®may continue to be favorably affected to a nmeginl extent, although any such
favorable effects could be significantly reducedema variety of circumstances.

Our net deferred tax assets were $2.1 billion d&sebfuary 29, 2012 and May 31, 2011. We belieiriore likely than not that the net
deferred tax assets will be realized in the forabkefuture. Realization of our net deferred tesetsis dependent upon our generation of
sufficient taxable income in future years in appiaie tax jurisdictions to obtain benefit from tleersal of temporary differences, net
operating loss carryforwards, and tax credit camyfrds. The amount of net deferred tax assetddaemesl realizable is subject to adjustment
in future periods if estimates of future taxabledme change.

Domestically, U.S. federal and state taxing autlesiare currently examining income tax return®wdcle and various acquired entities for
years through fiscal 2010. Our U.S. federal anth wbme exceptions, our state income tax returms haen examined for all years priol
fiscal 2000, and we are no longer subject to dodithose periods.

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

We believe that we have adequately provided forraagonably foreseeable outcomes related to owrudits and that any settlement will not
have a material adverse effect on our consolidi@tedcial position or results of operations. Howe\kere can be no assurances as to the
possible outcomes.

12. SEGMENT INFORMATION

ASC 280,Segment Reportingestablishes standards for reporting informatiooua operating segments. Operating segments areededs
components of an enterprise about which separseadial information is available that is evaluategularly by the chief operating decision
maker, or decision making group, in deciding howaltocate resources and in assessing performanrechief 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 aresiudiiided 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) hardwasgesys products and (2) hardware
systems support. All other operating segments @m&bmed under our services business.
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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, applicatitver software, Service-Oriented
Architecture and business process management seftdata integration software, business intelligeswftware, identity and access
management software, content management softwantaland user interaction software, and developro®ls. Our database and
middleware software product offerings also inclddea, which is a global software development ptatfased in a wide range of computers,
networks and devices. Applications software gehepabvides enterprise information that enables panies to manage their business cycles
and provides intelligence and includes enterpeseurce planning software including human capi@hagement software, customer
relationship management software, enterprise padace management software, supply chain managesoftware, business intelligence
applications software, enterprise portfolio projeetnagement software, web commerce software angtindspecific applications software.

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

The hardware systems products line of businesdstenmimarily of computer server and storage povadferings and hardware-related
software, including the Oracle Solaris Operatingt8m. As a part of this line of business, we off@r Oracle Engineered Systems, including
Oracle Exadata and Oracle Exalogic, which are egad to run certain of our hardware and softwHegings to create performance and
operational cost advantages for customers. MostioEomputer servers are based on our SPARC farhityicroprocessors and on
microprocessors from Intel Corporation. Our servargje from high performance computing serverogi efficient, entry-level servers, and
run with Oracle Solaris, Oracle Linux and certaines operating systems environments. Our storaggugts are designed to securely mar
protect, archive and restore customers’ data aasetsonsist of tape, disk and networking solutimnspen systems and mainframe server
environments. Customers that purchase our hardsyatems products may also elect to purchase odmaae systems support offerings. (
hardware systems support line of business offestoowers contracts that provide software updateghéosoftware components that are
essential to the functionality of our hardware syst and storage products and may also include progjpairs, maintenance services, and
technical support services.

Our services business is comprised of the remaioideur operating segments and offers consultingu€ Services, which include certain of
our Oracle Cloud Services offerings and Advancest@uer Services; and education services. Our ctimgline of business primarily
provides services to customers in business andnaiion technology strategy alignment, enterprishitecture planning and design, initial
product implementation and integration, and ong@ragduct enhancements and upgrades. Oracle Clowatc&z are designed to provide
comprehensive software and hardware managememhaimienance services for customers hosted at mal®©data center facilities, select
partner data centers or physically on-premise sitocoer facilities. Advanced Customer Services miedupport services, both on-premise
and remote, to customers to enable increased psafare and higher availability of their products aadvices. Education services provide
training to customers, partners and employeespastaf our mission to further the adoption andgesaf our software and hardware products
by our customers and to create opportunities tavgnor product revenues.

We do not track our assets by operating segmentssegjuently, it is not practical to show assetefmrating 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 Nine Months Ended
February 29, February 28, February 29, February 28,
(in millions) 2012 2011 2012 2011
New software license:
Revenue® $ 2,37 $ 2,217 $ 5,90¢ $ 5,48
Sales and distribution expens 1,21¢€ 1,152 3,53¢ 3,111
Margin @ $ 1,15¢ $ 1,06( $ 2,37¢ $ 2,371
Software license updates and product sup
Revenue® $ 4,06¢ $ 3,75¢ $ 12,09¢ $ 10,89¢
Software license update and product support exge 282 274 824 82¢
Margin @ $ 3,78¢ $ 3,48 $ 11,27 $ 10,07«
Total software busines
Revenue® $ 6,43¢ $ 5,96¢ $ 18,00¢ $ 16,38:
Expense! 1,49¢ 1,42¢ 4,35¢ 3,94(
Margin @ $ 4,94 $ 4,54 $ 13,64¢ $ 12,44:
Hardware systems produc
Revenue: $ 86¢ $ 1,03t $ 2,851 $ 3,22t
Hardware systems products exper 42¢F 46¢ 1,36t 1,54t
Sales and distribution expens 25C 24C 78€ 703
Margin @ $ 194 $ 327 $ 69¢ $ 977
Hardware systems suppc
Revenue® $ 61C $ 65€ $ 1,90C $ 2,02t
Hardware systems support exper 247 284 767 921
Margin @ $ 363 $ 372 $ 1,13¢ $ 1,10
Total hardware systems busine
Revenue® $ 147¢ $ 1,691 $ 4,751 $ 5,24¢
Expense! 922 992 2,92( 3,16¢
Margin @ $ 557 $ 69¢ $ 1,831 $ 2,07¢
Total services busines
Revenue® $  1,14¢ $ 1,14¢ $ 3,514 $ 3,41t
Services expenst 90z 90¢ 2,721 2,681
Margin @ $ 243 $ 24C $ 787 $ 72¢
Totals:
Revenue® $ 9,06z $ 8,80 $ 26,27: $ 25,04«
Expense! 3,32 3,32¢ 10,00¢ 9,79¢
Margin @ $ 574 $ 5,481 $ 16,26¢ $ 15,24¢

@ Operating segment revenues generally differ froeetkternal reporting classifications due to cersaftiware license products that are classifiedeagice revenues for management
reporting purposes. Software license updates amdlst support revenues for management reportirigded revenues primarily related to software suppontracts that would have
otherwise been recorded by the acquired businessieslependent entities but were not recognizélderaccompanying condens
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consolidated statements of operations in the ansaafr617 million and $16 million for the three mbatended February 29, 2012 and February 28, 2@8&gectively, and $40 millio
and $64 million for the nine months ended Febr2#y2012 and February 28, 2011, respectively. Hitmoh, we did not recognize hardware systems stppoenues related to
hardware systems support contracts that would btherwise been recorded by the acquired businessieslependent entities in the amounts of $6 milliad $27 million for the
three months ended February 29, 2012 and Febr@a3.1, respectively, and $26 million and $133ionilfor the nine months ended February 29, 20?2 ebruary 28, 2011,
respectively. See Note 8 for an explanation oferedjustments and the table below for a reconicifiadf our total operating segment revenues tototat revenues

@ The margins reported reflect only the direct cditatde costs of each line of business and do ndude allocations of product development, informatiechnology, 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 Nine Months Ended

February 29, February 28, February 29, February 28,

(in millions) 2012 2011 2012 2011
Total revenues for operating segme $ 9,06z $ 8,801 $ 26,27: $ 25,04«
Software license updates and product support res® a7 (16) (40 (64)
Hardware systems support reven® (6) (27) (26) (133)
Total revenue $ 9,03¢ $ 8,76« $ 26,20¢ $ 24,84
Total margin for operating segme! $ 574 $ 5,481 $ 16,26¢ $ 15,24¢
Software license updates and product support res®) ()] (16) (40) (64)
Hardware systems support reven® (6) (27) (26) (139
Product development and information technology espe (1,179 (1,19¢) (3,382 (3,540
Marketing and partner program expen (13¢) (142) (42¢) (439
Corporate and general and administrative expe (217) (242) (71€) (58¢)
Amortization of intangible asse (60€) (612) (1,790 (1,829
Acquisition related and oth (38) (30 (63) (160
Restructuring (64) (92 (217) (410
Stocl-based compensatic (157) (128) (459 (375)
Interest expens (290 (204) (574 (613)
Other, ne 14 7 — 13¢
Income before provision for income tay $  3,14¢ $ 2,79¢ $ 8,57¢ $ 7,241

@) software license updates and product support reagefar management reporting included revenues pifimelated to software support contracts that ldchave otherwise been
recorded by the acquired businesses as indepeandtiits but were not recognized in the accompangondensed consolidated statements of operatiahe iamounts of $17
million and $16 million for the three months endegbruary 29, 2012 and February 28, 2011, respégtimrd $40 million and $64 million for the nine mths ended February 29,
2012 and February 28, 2011, respectively. In aslditive did not recognize hardware systems suppeenues related to hardware systems support ctsithet would have
otherwise been recorded by the acquired businessizglependent entities in the amounts of $6 miléiad $27 million for the three months ended Felyr@8, 2012 and February 2
2011, respectively, and $26 million and $133 miilfor the nine months ended February 29, 2012 ahduary 28, 2011, respective
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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 Nine Months Ended
February 29, February 28, February 29, February 28,
(in millions, except per share data) 2012 2011 2012 2011
Net income $ 2,49¢ $ 2,11¢ $ 6,52¢ $ 5,33¢
Weighted average common shares outstan 5,007 5,057 5,037 5,04z
Dilutive effect of employee stock pla 73 92 81 75
Dilutive weighted average common shares outstar 5,08( 5,14¢ 5,11¢ 5,117
Basic earnings per she $ 0.5C $ 0.4z $ 1.3 $ 1.0¢
Diluted earnings per sha $ 0.4¢ $ 0.41 $ 1.2¢ $ 1.04
Shares subject to anti-dilutive stock options agsdricted stock-
based awards excluded from calculai® 11€ 14 10€ 71

@ These weighted shares relate to-dilutive stock options and restricted st-based awards as calculated using the treasury stetthod and could be dilutive in the futu

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 Distiof California against SAP AG, its wholly-ownsdbsidiary, SAP America, Inc., and its
wholly-owned subsidiary, TomorrowNow, Inc., (the B&ubsidiary, 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 fedi€apyright Act, breach of contract, violationstbé Federal Computer Fraud and Abuse
Act and the California Computer Data Access andidrract, civil conspiracy, trespass, violation oé tGalifornia Unfair Business Practices
Act, and intentional and negligent interferencehvgitospective economic advantage. The SAP Defeadided an Answer on August 26,
20009.

On September 13, 2010, the court approved a stipalhy the parties whereby the SAP Subsidiaryustifed to all liability on all claims, and
SAP AG and SAP America, Inc. stipulated to vicasitiability on the copyright claims against the S8&bsidiary, and the SAP Defendants
retained all defenses related to damages.

Trial commenced on November 1, 2010. On Novemb2020, the court approved a stipulation by theigsrpursuant to which SAP AG a
SAP America, Inc. stipulated to liability for itsvm 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 amount has not been received and bab@en recorded as a benefit to our results afadipas.

On February 23, 2011, the SAP Defendants filed fiandor 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 $2ilbon. The court further held that Oracle maygept 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.
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On September 23, 2011, Oracle filed a motion fotifteation of the order for immediate appeal, whitie court denied on January 6, 2012.
On February 6, 2012, Oracle rejected the remittihd requested a new trial. The new trial, whiclhva to determine the amount of damay
is currently scheduled to commence on June 18,.2012

On September 14, 2011, the SAP Subsidiary pledygoilcriminal copyright infringement and unauttzed access to a protected computer
with intent to defraud. Under a plea agreementtredavith the U.S. Attorney’s office, the SAP Suliesiy is required to pay a fine of $20
million to the United States, to pay restitutionQoacle in an amount to be determined through &melimg civil action, and to remain on
probation for a term of three years.

Derivative Litigations and Related Action

On August 2, 2010, a stockholder derivative lawsuais filed in the United States District Court fbe Northern District of California. On
August 19, 2010, a similar stockholder derivatiaesuit was filed in the Superior Court of the Swft€alifornia, County of San Mateo. The
derivative suits were brought by alleged stockhaldg Oracle, purportedly on our behalf, againshe®f our current officers and directors,
and one officer and director who has since leftabmpany. Plaintiffs allege that the officer ancedtor defendants are responsible for certain
alleged conduct in a qui tam action that had béed &gainst Oracle in the United States Distriotf@ for the Eastern District of Virginia. On
July 29, 2010, the United States government fil&beplaint in Intervention in the qui tam actiolieging that Oracle made false and
fraudulent statements to the General Services Adimation (GSA) in 1997-98 regarding Oracle’s comaered pricing practices, discounts
provided to Oracle’s commercial customers, andadiats provided to government purchasers. On Oct®h2011, the parties signed a
settlement agreement, which resolved the qui taimrawithout any admission of liability on the paftOracle. Under the terms of the
settlement, Oracle paid the United States $199lltomiand paid relator’s counsel $2 million fot@neys’ fees in exchange for a release of
claims as set forth in the agreement. The counidised the qui tam action with prejudice on Octdbgr2011.

Although the qui tam action has been dismissedniifs in the derivative suits allege that theio#r and director defendants have exposed
Oracle to reputational damage, potential monetargajes, and costs relating to the investigatioiende, and remediation of the underlying
claims. Plaintiffs bring claims for breach of fidagy duty, abuse of control, and unjust enrichmentlowing consolidation of the actions and
plaintiffs’ filing of a consolidated complaint orebruary 10, 2011, Oracle moved to dismiss the caimiplOn November 9, 2011, the court
granted Oracle’s motion to dismiss, and grantehiifts leave to file an amended complaint. Thetigarhave agreed to mediate all disputes
relating to this matter. Accordingly, the partiegered into a stipulated stay of this action, whiwd court signed on February 8, 2012.

On September 8, 2011, another stockholder derwadwsuit based on the qui tam action was filethénUnited States District Court for the
Northern District of California, alleging similalnéories and seeking similar relief as the constdiflaases mentioned above. This derive
suit was brought by an alleged stockholder of @sgaurportedly on our behalf, against some of ourent officers and directors. On
October 4, 2011, the court approved a stipulategl et this action. Oracle believes that the claimihe qui tam action were meritless, that
there are additional defenses to plaintiff's brirggthis action on Oracle’s behalf, and that theeeaalditional defenses to plaintiffs’ in the
consolidated cases bringing that action on Oradtlefslf.

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 Stateadfd@nia, County of San Mateo. The petition naraesespondents Oracle and two of our
officers. Citing the claims in a qui tam actiongglissed above), the alleged stockholders clainthbgitare investigating alleged corporate
mismanagement and alleged improper and fraudulastipes relating to the pricing of Oracle’s progusupplied to the United
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States government. The alleged stockholders rethegsthe court issue a writ of mandate compellirginspection of certain of the
companys accounting books and records and minutes of nggetif the stockholders, the Board of Directorsl, tae committees of the Boe
of Directors, related to those allegations, plusemses of the audit and attornefgss. On October 5, 2011, the alleged stockholdisrissec
their claims against the two company officers dlettifan Application for a Writ of Mandate in suppof their previously filed Verified
Petition. At a hearing on November 10, 2011, thercgranted the alleged stockholders’ Applicatimwhjch was confirmed in a judgment on
December 12, 2011. Oracle filed a notice of appadrebruary 2, 2012. The parties have agreed téateeall disputes relating to this matter.
Accordingly, the parties entered into a stipulagta of further proceedings in the San Mateo Sop&ourt, which the court signed on
February 6, 2012. Oracle believes that the clamtbeé qui tam action were meritless.

On September 30, 2011, a stockholder derivativeddvwas filed in the Court of Chancery of the 8tat Delaware and a second stockholder
was permitted to intervene as a plaintiff on Novemtb, 2011. The derivative suit is brought by &lleged stockholders of Oracle,
purportedly on Oracle’s behalf, against our curdirectors, including against our Chief Executivifi€gr as an alleged controlling
stockholder. Plaintiffs allege that Oracle’s dimstbreached their fiduciary duties in agreeingurchase Pillar Data Systems, Inc. at an
excessive price. Plaintiffs allege breach of fidugiduty, aiding and abetting breach of fiduciangyd waste of corporate assets, and unjust
enrichment. Plaintiffs seek an injunction of th#aPiData transaction, rescission of the Pillard@mansaction, disgorgement of our Chief
Executive Officer’s alleged profits, and other @eatory and monetary relief. On October 19, 20Irhc@ and the individual defendants
moved to dismiss the complaint. On November 30,12Qkacle and the individual defendants filed &fin support of the motion to dismiss
the complaint. On January 13, 2012, plaintiffsdilen amended complaint, which obviates defendam$ion to dismiss. On February 29,
2012, defendants filed a motion to dismiss the atedrcomplaint; plaintiffs’ opposition is due on A3, 2012; and defendants’ reply is due
on May 4, 2012.

While the outcome of the derivative litigations &hd related action noted above cannot be predieitidcertainty, we do not believe that the
outcome of any of these matters, individually othiea aggregate, will result in losses that are radlgin excess of amounts already
recognized, if any.

Other Litigation

We are party to various other legal proceedingsdaichs, either asserted or unasserted, which arige ordinary course of business,
including proceedings and claims that relate tagitions we have completed or to companies we lageired or are attempting to acquire.
While the outcome of these matters cannot be presdiiwith certainty, we do not believe that the oute of any of these matters, individually
or in the aggregate, will result in losses thatraegerially in excess of amounts already recogniehy.
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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 informattechnology (IT) environments, with a focus on clamanputing environments. We offer
customers secure, reliable, and scalable integeatftelare and hardware solutions that are desigméadprove business efficiencies and m
easily adapt to an organization’s unique needs,|@ver total cost of ownership. We seek to bendistry leader in each of the specific
product categories in which we compete and to exjrsio 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 angises businesses are the foundation of
our long-term strategic plans. An important elermedfrdur 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. We refer to these prodfierings as Oracle Engineered Systems. Oracigrnerred Systems include our Oracle
Exadata Database Machine and Oracle Exalogic El&stiud products, among others, and provide ine@asmputing performance relative
to our competitors’ products, creating time saviagd 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 computingnesoin 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 computmagesly is to provide products and services thabewad, comprehensive, enterprise-
grade and based upon industry standards in orgeotade customers with choice and a pragmaticmagufor implementing or maintaining
private clouds, which are generally exclusive tngle organization, public clouds, which are galigishared by multiple organizations and
managed by a third party service provider, or iraégn between clouds. Our cloud offerings inclual®ong others, the Oracle Public Cloud,
which provides certain of our standards-based egitins and platforms as public cloud offeringd the manage, and Oracle Fusion
Applications, which are standards-based busingsiicafions that are designed to run in private dgpublic clouds or on-premise.

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 cantoftestomers, expands our customer base, progigaser scale to accelerate innovation,
grows our revenues and earnings, and increasdehsider value. In recent years, we have investdiois 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 oupaate strategy.

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

Our software business, which represented 69% 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 43% of our total revenues toailing 4quarter basis, is our high
margin business unit. Our software support margues the trailing 4-quarters were 87% and accoufued2% of our total margins over the
same period. Our software license update and ptatipgport margins have been affected by fair valljestments primarily relating to
software support obligations assumed in businestbawmtions (described further below) and by amatiin of intangible assets. However,
over the longer term, we believe that softwarengmeupdates and product support revenues and reaviirgrow for 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

26



Table of Contents

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
primarily related to support contracts that wouddhdr been otherwise recorded by the acquired bissEiness independent entities in the
amounts of $17 million and $16 million for the tamnonths ended February 29, 2012 and February04a, 2espectively, and $40 million

and $64 million for the nine months ended Febr2&y2012 and February 28, 2011, respectively. €ettient underlying support contracts
are renewed with us following an acquisition, w# vécognize the revenues for the full value of su@port contracts 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 18% of our totahtegeon a trailing 4-quarter basis. We expect awware business to have lower
operating margins as a percentage of revenuetirasoftware business due to the incremental eestsicur 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 primafitomputer 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 thatymreclude other Oracle or non-Oracle hardware fimsoe components. We have also
engineered our hardware systems products to gpeafi@rmance and operational cost advantages foommess when our hardware and
software products are combined as with our Oranlgiteered Systems.

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 costwahership than mainframe systems for business aki¢ipplications 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€ese8vers 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 independéstributors and value added resell

To produce our hardware products, we rely on bathrtternal 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 tredour 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 supparcesses 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, our strategy for and the competitiosition of our hardware systems products, our a&itijpms, and foreign currency rate
fluctuations. In addition, our operating margins dor hardware systems products segment have Inekwith be affected by the amortization
of intangible assets.

We have limited experience in predicting our qudytbardware systems products revenues. The timfrogistomer orders and delays in our
ability to timely manufacture or deliver a few largansactions could substantially affect the amofihardware 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 cardmproduct repairs, maintenance services,
and technical support services. Typically, our & systems support contract arrangements areed/to the customer at the beginning of
the support period and are one year in duratiom.Hatdware systems support revenues that we repoibfluenced 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 heavilyuefhiced 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 beewidirzk affected by our acquisitions and relatedaasting including fair value
adjustments relating to hardware systems supptigations assumed and by the amortization of intalegssets. As required by business
combination accounting rules, we recorded adjustsienreduce our hardware systems support revdouesntracts assumed from our
acquisitions to their estimated fair values. Thas®unts would have been recorded as hardware sysigoport revenues by the acquired
businesses as independent entities in the amotifi&rillion and $27 million for the three monthsded February 29, 2012 and February
2011, respectively, and $26 million and $133 millfor the nine months ended February 29, 2012 ahduary 28, 2011, respectively. To the
extent underlying hardware systems support corstiae renewed with us following an acquisition,wit recognize the revenues for the full
values of the hardware systems support contraestbe support periods.

Services Business

Our services business is comprised of the remaioideur operating segments and offers consultimgices; Cloud Services, which include
certain of our Oracle Cloud Services offerings addanced Customer Services; and education seniasservices business, which
represented 13% of our total revenues on a trafliagarter basis, has lower margins than our soéaad hardware businesses. Our services
revenues are impacted by certain of our acquisitigeneral economic conditions, personnel redugtioour customers’ IT departments,
tighter controls over discretionary spending arelghowth in our software and hardware systems mtsdevenues.

Our consulting line of business primarily providesvices to customers in business and IT stratigymaent, 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 segmentaiole the products with which they relate and ardégoered after the customer’s purchase of
the products. Our services revenues as they rmel@iensulting services are dependent upon geneoalbenic conditions and the level of our
product revenues, in particular the new softwarernge sales of our application products. To thenexve are able to grow our products
revenues, in particular our software applicationdpict revenues, we would also generally expecetalite to eventually grow our consulting
revenues.

Oracle Cloud Services are designed to provide cehgnsive software and hardware management andemairte services for customers
hosted at our Oracle data center facilities, sgladiher data centers or physically on-premiseistoener facilities. Advanced Customer
Services provide support services, both on-premnigeremote, to Oracle customers to enable incrgaesgormance and higher availability of
their
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products and services. We believe that these offenprovide our customers with increased businessnnance, reduced risk, a predictable
cost and more flexibility and choice in terms ofvéee in order to maximize the performance of ti@iacle software and hardware products
and services.

Education services provide training to customeastners and employees as a part of our missioartbefr 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 importaliement of our corporate strategy. In recent yemeshave invested billions of dollars to
acquire a number of complementary companies, ptedservices and technologies including RightNowhr®logies, Inc. (RightNow) in tf
third quarter of fiscal 2012.

On February 8, 2012, we entered into an AgreemahPdan of Merger (Merger Agreement) with Taleo [i&wation (Taleo), a provider of
cloud-based talent management solutions. PursadhétMerger Agreement, our wholbwned subsidiary will merge with and into Taleo
Taleo will become a wholly-owned subsidiary of Qea¢Jpon the consummation of the merger, each sbfafaleo common stock will be
converted into the right to receive $46.00 in céstaddition, the unvested portion of each Talealsbption or restricted stock-based award
outstanding immediately prior to the consummatibthe merger will generally be converted into acktoption or restricted stock-based
award, as the case may be, denominated in sha@sofe common stock based on formulas containéteiMerger Agreement. The
estimated total purchase price of Taleo is appratéty $2.0 billion. The completion of the mergesigject to customary conditions,
including without limitation, the adoption of theenger by Taleo’s stockholders.

We believe our acquisition program strengthenscounpetitive position, enhances the products andcger that we can offer to customers,
expands our customer base, provides greater scatélerate innovation, grows our revenues andregs, and increases stockholder value.
We expect to continue to acquire companies, pradsetvices and technologies in furtherance otorporate strategy. Note 2 of Notes to
Condensed Consolidated Financial Statements indlatbewhere in this Quarterly Report provides aollitl information related to our rece
acquisitions.

We believe we can fund our future acquisitionsluding the proposed acquisition of Taleo, with ouernally available cash, cash
equivalents and marketable securities, cash gextkfiadm operations, additional borrowings or frdra tssuance of additional securities. We
estimate the financial impact of any potential asitjon with regard to earnings, operating margiash flow and return on invested capital
targets before deciding to move forward with anuggitjon.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted 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 issuechbySEC. GAAP, as set forth within the Codificaticeqjuires 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. Tothptehere are differences between these estipjatgsments or assumptions and actual
results, our financial statements will be affectElde accounting policies that reflect our more gigant 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
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» Accounting for Income Taxe

» Legal and Other Contingenci

» Stock-Based Compensatic

» Allowances for Doubtful Account

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

During the first nine months of fiscal 2012, therere no significant changes to our critical accounpolicies and estimates. Management’s
Discussion and Analysis of Financial Condition &websults of Operations contained in Part Il, lteof dur Annual Report on Form 10-K for
our fiscal year ended May 31, 2011 provides a nsoraplete discussion of our critical accounting gie and estimates.

Results of Operations
I mpact of Acquisitions

The comparability of our operating results in thied quarter and first nine months of fiscal 20b2npared to the same periods of fiscal 2011
is impacted by our acquisitions, primarily RightNawthe third quarter of fiscal 2012, Art Technoja@roup, Inc. (ATG) in the third quarter
of fiscal 2011 and Phase Forward Incorporated @FRasward) during the first quarter of fiscal 2011.

In our discussion of changes in our results of apens from the third quarter and first nine morthfiscal 2012 compared to the same
periods of fiscal 2011, we quantify the contribatimf our acquired products (for acquisitions thatevcompleted since the beginning of fiscal
2011) to the growth in new software license reverara to the growth in software license updatespaoduct support revenues. The
incremental contributions of our acquisitions to other businesses and operating segments’ revamaesxpenses are not provided as they
either were not separately identifiable due toitibegration of these operating segments into oistiey operations and/or were insignificant
to our results of operations during the periods@néed.

We caution readers that, while pre-and post-adipiiscomparisons, as well as the quantified amotimgmselves 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 acqdimpanies 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 Huftware license updates and
product support contracts when the contracts &k for renewal and we strive to renew hardwsystems support contracts, the
amounts shown as software license updates and grsdpport deferred revenues and hardware systgpped 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 &by a variety of seasonal factors, includingstnacture of our sales force incentive
compensation plans, which are common in the tedgyahdustry. Our total revenues and operating margre typically highest in our fou
fiscal quarter and lowest in our first fiscal qeartThe operating margins of our businesses arergty affected by seasonal factors in a
similar manner as our revenues (in particular,rmw software licenses segment) as certain expeviden our cost structure are relatively
fixed in the short term.
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Constant Currency Presentation

Our international operations have provided and edghtinue 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 ofdareurrency 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 periedults for entities reporting in currencies otlemt U.S. Dollars are converted into U.S.
Dollars at constant exchange rates (i.e. the ratefect on May 31, 2011, which was the last dbguwr prior fiscal year) rather than the ac
exchange rates in effect during the respectiveogsriFor example, if an entity reporting in Eurasl mhevenues of 1.0 million Euros from
products sold on February 29, 2012 and Februar@Bl, our financial statements would reflect régarevenues of $1.34 million in the
first nine months of fiscal 2012 (using 1.34 asri@nthend average exchange rate for the period) and $dil88n in the first nine months
fiscal 2011 (using 1.38 as the month-end averagbamge rate for the period). The constant curr@negentation would translate the results
for the three and nine months ended February 2B a8d February 28, 2011 using the May 31, 201hange rate and indicate, in this
example, no change in revenues during the penpdath of the tables below, we present the peatemtge based on actual, unrounded
results in reported currency and in constant cagren

Total Revenues and Operating Expenses

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29. Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Total Revenues by Geography:
Americas $ 4,707 4% 5% $ 4,50¢ $ 13,46¢ 5% 5% $ 12,86¢
EMEA @ 2,781 -1% 1% 2,81t 8,24 4% 1% 7,93¢
Asia Pacific® 1,54¢ 7% 5% 1,44( 4,497 11% 6% 4,04¢

Total revenue 9,03¢ 3% 4% 8,76¢ 26,20¢ 5% 4% 24,847
Total Operating Expenses 5,722 -1% 0% 5,77 17,09 0% -1% 17,17:
Total Operating Margin $ 3,317 11% 11% $ 2,98 $ 9111 19% 15% $ 7,67
Total Operating Margin % 37% 34% 35% 31%
% Revenues by Geography:
Americas 52% 52% 51% 52%
EMEA 31% 32% 32% 32%
Asia Pacific 17% 16% 17% 16%
Total Revenues by Business:
Software $ 6,42¢ 8% 9% $ 5,95¢ $ 17,97¢ 10% 9% $ 16,33
Hardware Systemr 1,47: -11% -11% 1,664 4,72 -8% -10% 5,11¢
Services 1,141 0% 1% 1,14¢€ 3,501 3% 2% 3,39¢

Total revenue $ 9,03¢ 3% 4% $ 8,76¢ $ 26,20¢ 5% 1% $ 24,84
% Revenues by Business:
Software 71% 68% 69% 66%
Hardware Systemr 16% 19% 18% 21%
Services 13% 13% 13% 13%

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

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  Excluding the effect of foreign currency rate fluations, total
revenues increased in the third quarter of fis@al22due to an increase in our software businesums resulting from growth in our softw
license updates and product support revenues amgafevare license revenues. This increase wasapprffset by a decrease in our
hardware systems business’ revenues in the thadeyuof fiscal 2012. Excluding the effect of cuntg rate fluctuations, the Americas
contributed 66%, EMEA contributed 11% and Asia Raciontributed 23% to our total revenues growth.

31



Table of Contents

Excluding the effect of foreign currency rate fluations, total operating expenses were flat irthire quarter of fiscal 2012. Our sales and
marketing expenses and research and developmesnsepincreased during the third quarter of fi26aR due primarily to salaries and
related benefits from additional headcount. Thegelse increases were offset primarily by loweralde compensation expenses, a
reduction in our hardware systems business’ expetse to efficiencies gained through our hardwgstesns support integration efforts, and
lower hardware systems products costs associatadawer hardware systems products revenues.

On a constant currency basis, our operating maungihoperating margin as a percentage of revenuesaised during the third quarter of fis
2012 due to an increase in our total revenues.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  Excluding the effect of foreign currency rate fluations, the
increase in our total revenues in the first ninenthe of fiscal 2012 was attributable to growth ur eoftware and services business’ revenues,
partially offset by a reduction in our hardwareteyss business’ revenues. Excluding the effect okoey rate fluctuations, the Americas
contributed 63%, EMEA contributed 12% and Asia Raciontributed 25% to our total revenues growth.

Excluding the effect of foreign currency rate fluations, total operating expenses decreased $lightthe first nine months of fiscal 2012
primarily due to a reduction in variable compermagxpenses, a decrease in our hardware systemgdsisexpenses for similar reasons as
noted above and due to decreases in restructunth@equisition related expenses. These expenseadss were partially offset by expense
increases in salaries and benefits primarily relédeadditional sales and marketing and researdidamelopment headcount and an increase
in general and administrative expenses that wasalaeb120 million legal expense recovery in thempyear period. Excluding the effects of
foreign currency rate fluctuations, the increasttal operating margin and operating margin asragntage of revenues in the first nine
months of fiscal 2012 was due to our increasevemaes while our expenses decreased.

Supplemental Disclosure Related to Certain Charges

To supplement our consolidated financial informatiowve believe the following information is helptol an overall understanding of our past
financial performance and prospects for the futMieu should review the introduction under “Impatequisitions” @bove) for a discussic
of the inherent limitations in comparing pre- aripacquisition information.

Our operating results include the following bussiesmbination accounting adjustments and expers&ed to acquisitions, as well as
certain other significant expense items:

Three Months Ended Nine Months Ended

February 29, February 28, February 29, February 28,
(in millions) 2012 2011 2012 2011
Software license updates and product support gefeavenue® $ 17 $ 16 $ 40 $ 64
Hardware systems support deferred revei® 6 27 26 13z
Amortization of intangible asse@ 60¢€ 612 1,79C 1,82¢
Acquisition related and oth)©) 38 30 63 16C
Restructuring® 64 92 217 41C
Stocl-based compensati(® 157 12¢ 452 37t
Income tax effect® (259 (259 (740 (78%)

$ 63C $ 647 $ 1,84« $ 2,18¢

(@ In connection with our acquisitions, we haverastied the fair values of the software support aardivare systems support obligations assumed. Doertapplication of business
combination accounting rules, we did not recogsiaftware license updates and product support reegeprimarily related to support contracts that widwdve otherwise been
recorded by the acquired businesses as indepeedttigs, in the amounts of $17 million and $16limil for the three months ended February 29, 20tRFebruary 28, 2011,
respectively, and $40 million and $64 million fbetnine months ended February 29, 2012 and Feb28ar3011, respectively. In addition, we did natagnize hardware systems
support revenues related to hardware systems supparacts that would have otherwise been recobgettie acquired businesses as independent erititthe amounts of $6 millio
and $27 million for the three months ended Febr2&y2012 and February 28, 2011, respectively,$&&million and $133 million for the nine monthsded February 29, 2012 and
February 28, 2011, respective
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(©)

4)

®)

(6)

Approximately $20 million, $25 million and $Rillion of estimated software license updates amdipct support revenues primarily related to suppontracts assumed will not be
recognized during the remainder of fiscal 20112013 and fiscal 2014, respectively, that wddste otherwise been recognized by the acquirechessés as independent entities
due to the application of these business combinaerounting rules. In addition, approximately $flian and $11 million of estimated hardware syssesnpport revenues related to
hardware systems support contracts assumed wibeoecognized during the remainder of fiscal 284@ fiscal 2013, respectively, that would have otlige been recognized by
certain acquired companies as independent enfiti@the extent customers renew these support aistrae expect to recognize revenues for the ftacts’ values over the
support renewal period

Represents the amortization of intangible assgtstantially all of which were acquired in conmeiwith our acquisitions. As of February 29, 20&&timated future amortization
expenses related to intangible assets were asv®(iim millions):

Remainder of Fiscal 201 $ 614
Fiscal 2012 2,16:
Fiscal 201¢ 1,787
Fiscal 201t 1,34t
Fiscal 201¢ 843
Fiscal 2017 28€
Thereaftel 40€

Total intangible assets subject to amortiza 7,44¢
In-process research and developn 11

Total intangible assets, n $ 7,45!

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 combinaijustments including certain adjustments aftertieasurement period has ended and changes uafag of contingent
consideration payable (see Note 2 of Notes to Cosetl Consolidated Financial Statements includezivilsre in this Quarterly Report), and certain othggrating expenses, n

The significant majority of restructuring expesiskiring the three and nine months ended Febr@rg®.2 and February 28, 2011 related to emplogeerance, facility exit costs
and contract termination costs in connection with 8un Restructuring Plan. Additional informati@yarding certain of our restructuring plans is pted in Note 7 of Notes to
Condensed Consolidated Financial Statements indletiewhere in this Quarterly Repc

Stocl-based compensation was included in the followingrafing expense line items of our condensed catetelil statements of operations (in millior

Three Months Ended Nine Months Ended
February 29, February 28, February 29, February 28,
2012 2011 2012 2011

Sales and marketing $ 3( $ 22 $ 86 $ 64
Software license updates and product sug 5 4 13 11
Hardware systems produc — 1 1 2
Hardware systems suppt 1 1 4 4
Services 6 5 16 13
Research and developme¢ 74 58 213 171
General and administrati\ 41 37 12C 11C
Subtotal 157 128 452 37t
Acquisition related and oth: 18 1 21 8
Total stocl-based compensatic $ 17! $ 12! $ 47. $ 38.

Stock-based compensation included in acqaisitelated and other expenses resulted from urdesdek options and restricted stock-based awasisnaed from acquisitions whose
vesting was accelerated upon termination of theleyegs pursuant to the terms of those stock op@masrestricted sto-based award:

The income tax effects presented were calculaseatithe above described charges were not inclimedr results of operations for each of the retipe periods presented. Income
tax effects were calculated based on the appligabkdictional tax rates applied to the items witthe table above and resulted in an effectiveréae of 22.5% and 25.4% for the
third quarter of fiscal 2012 and 2011, respectivalyd 25.0% and 26.3% for the first nine monthfisafal 2012 and 2011, respectively. The differeringbe income tax rates used in
the table above for the third quarter of fiscal 2@hd fiscal 2011 in comparison to the income &a&s derived per our condensed consolidated statsroBoperations for these
periods were primarily due to income tax effectatesl to acquired tax exposures, differences iisdictional tax rates and the related tax benefitsbutable to our restructuring
expenses and the disproportionate rate impactsofetie items in the third quarter of fiscal 201r&] due to income tax effects related to our acquiag exposures and the
disproportionate tax rate impact of the retroacéxgension of U.S. research and development taditsria the third quarter of fiscal 2011. The difface in the income tax rate use
the table above for the first nine months of fis2@12 in comparison to the income tax rate derjyedour condensed consolidated statements of amesdor this period was
primarily due to income tax effects related to aoquired tax exposures and the differences indistional tax rates, the related tax benefits fattiable to our restructuring expenses
and the disproportionate rate impact of discremé for the first nine months of fiscal 20
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Software Business
Our software business consists of our new softiweeases segment and software license updatesraddqt support segment.

New Software Licenses.  New software license revenues represent faege@drom granting customers licenses to use oiatbdae and
middleware as well as our application software poisl We continue to place significant emphasith 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 soffvpaoducts, and also include marketing
program costs and amortization of intangible assets

Three Months Ended Nine Months Ended
February 29, Percent Change February 28,  February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
New Software License Revenues:
Americas $ 1,228 11% 11%* $ 1,11C $ 2,98 7% % $ 2,79
EMEA 693 -1% 1% 70z 1,71¢ 6% 5% 1,62¢
Asia Pacific 455 13% 11% 402 1,221  14% 9% 1,07:

Total revenue 2,37¢ % 8% 2,21« 5,921 8% % 5,49¢
Expenses:
Sales and marketir@ 1,40z 5% 6% 1,33t 4110 12% 11% 3,661
Stocl-based compensatic 30 35% 35% 22 85 38% 38% 61
Amortization of intangible asse® 203 0% 0% 204 581 -6% -6% 61€

Total expense 1,63¢ 5% 5% 1,561 4,77¢  10% 9% 4,34(
Total Margin $ 73¢  13% 14% $ 65 $ 1,14t -1% 1% $ 1,15t
Total Margin % 31% 30% 19% 21%
% Revenues by Geography:
Americas 52% 50% 50% 51%
EMEA 29% 32% 29% 30%
Asia Pacific 19% 18% 21% 19%
Revenues by Product:
Database and middlews $ 1,71¢ 9% 100 $ 1578 $ 4,26F 8% 7% $ 3,931
Applications 65€ 3% 3% 63¢ 1,65¢€ 6% 5% 1,567

Total new software license revent $ 2,37 7% 8% $ 2214 $ 5,921 8% 7% $ 5,49¢
% Revenues by Product:
Database and middlewe 2% 71% 2% 71%
Applications 28% 29% 28% 29%

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

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  Excluding the effect of currency rate fluctuatiotetal new software
license revenues increased in the third quartéscdl 2012 due to growth in our database and middte revenues and incremental revenue
contributions from our recent acquisitions. On astant currency basis, the Americas contributed, 2MEA contributed 3% and Asia
Pacific contributed 25% to our new software licereseenues growth during the third quarter of fis2@12.

Excluding the effect of currency rate fluctuatiodatabase and middleware revenues and applicaBursues increased by 10% and 3%,
respectively, in the third quarter of fiscal 2028d 8% and 9%, respectively, over the trailing 4rtprs, due to improved customer demand
for our products, our sales force’s execution ammldmental revenues from our acquisitions. The groates of our database and middleware
revenues and applications revenues for the thiedtquof fiscal 2012 were affected by the high dgiovates that we
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experienced in the third quarter of fiscal 201limsfawhich our current quarter’s revenues were cnegb. In reported currency, our recent
acquisitions contributed $50 million to the grovinbour applications revenues during the third ceraof fiscal 2012.

In reported currency, new software license revemaesed from transactions over $3 million incredsg8% in the third quarter of fiscal
2012 and represented 26% of our new software leemgenues in the third quarter of fiscal 2012dmparison to 27% in the third quarter of
fiscal 2011.

Excluding the effect of currency rate fluctuatiooar total new software license expenses incregstitd third quarter of fiscal 2012 primar
due to higher employee related expenses from ineteheadcount.

Excluding the effect of currency rate fluctuatiotetal new software license operating margin angtafing margin as a percentage of
revenues increased during the third quarter o&fi2012 as total new software license revenuegasad at a faster rate than our total new
software license expenses.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  Excluding the effect of currency rate fluctoats, the growth
in our new software license revenues in the finse Mmonths of fiscal 2012 was due to growth acetlssiajor product types and geographies
and incremental revenue contributions from our meeequisitions. The growth rates of our databaskraiddleware revenues and
applications revenues for the first nine monthfistfal 2012 were affected by the high growth rakes we experienced in the first nine
months of fiscal 2011 against which our fiscal 20@2enues were compared. Excluding the effect okowey rate fluctuations, the Americas
contributed 52%, EMEA contributed 20% and Asia Raciontributed 28% to our new software licenseerayes growth during the first nine
months of fiscal 2012.

In reported currency, products acquired from oaeng acquisitions contributed $142 million to thiewth in our applications revenues dur
the first nine months of fiscal 2012. In reportedrency, new software license revenues earned fransactions over $3 million increased by
7% in the first nine months of fiscal 2012 and esgnted 23% of new software license revenues im @&abe first nine months of fiscal 2012
and fiscal 2011.

Excluding the effect of foreign currency rate flugtions, total new software license expenses isextdue to reasons that are consistent with
those noted above and also due to an increasetairckegal expenses. On a constant currency haesig software license operating margin
and operating margin as a percentage of revenwesased during the first nine months of fiscal 2802 to the increases in our expenses,
which grew at a faster rate than our revenues.
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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 associatédownitsoftware 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 softwareatgontracts and customer relationships obtainau facquisitions.

Three Months Ended Nine Months Ended
February 29, _Percent Change February 28, February 29, _Percent Change February 28,
(Dollars in millions) 2012 Actual Constani 2011 2012 Actual Constani 2011
Software License Updates and Product Support
Revenues:

Americas $ 2,194 8% 8% $ 2,03 $ 6431 9% 9% $ 5,88(
EMEA 1,26¢ 7% 10% 1,18¢ 3,87¢ 12% 9% 3,47:
Asia Pacific 58 13% 11% 51¢ 1,748 18% 12% 1,48

Total revenue 4,051 8% 9% 3,74( 12,05¢ 11% 9% 10,83t
Expenses:
Software license updates and product sug® 30C 1% 2% 29t 88¢€ -2% -3% 903
Stocl-based compensatic 5 34% 34% 4 13 20% 20% 11
Amortization of intangible asse@ 21€ 5% 5% 20¢ 64€ 4% 4% 623

Total expense 52 3% 3% 507 1,548 1% 0% 1,537
Total Margin $ 3528 9% 10% $ 3,23t $ 10,51 13% 11% $  9,29¢
Total Margin % 87% 86% 87% 86%
% Revenues by Geography:
Americas 54% 54% 53% 54%
EMEA 31% 32% 32% 32%
Asia Pacific 15% 14% 15% 14%

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

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  Excluding the effect of currency rate fluctuatiossftware license
updates and product support revenues increasée third quarter of fiscal 2012 as a result of m®ftware licenses sold (with substantially
all customers electing to purchase support corgyalttring the trailing 4-quarter period, the renkgfagsubstantially all of the customer base
eligible for renewal in the current fiscal quardéed incremental revenues from recent acquisitiBreluding the effect of currency rate
fluctuations, the Americas contributed 49%, EMEAitouted 34% and Asia Pacific contributed 17%he increase in software license
updates and product support revenues.

In reported currency, software license updatespaoduct support revenues in the third quartersafdi 2012 included incremental revenue
$15 million from our recent acquisitions. As a flesfi our acquisitions, we recorded adjustmentetiuce assumed software license updates
and product support obligations to their estimd#@dvalues at the acquisition dates. Due to oynliagtion of business combination
accounting rules, software license updates andustaipport revenues primarily related to suppontracts in the amounts of $17 million
and $16 million that would have been otherwise réed by our acquired businesses as independetiegntvere not recognized in the third
quarter of fiscal 2012 and fiscal 2011, respecfivElistorically, substantially all of our customeiscluding customers from acquired
companies, renew their software support contrabisrvsuch contracts are eligible for renewal. Toetktent these underlying software
support contracts are renewed, we will recognieerévenues for the full value of these contracts ¢ive support periods, the substantial
majority of which are one year in duration.

Excluding the effect of foreign currency rate fluations, total software license updates and proslymport expenses increased in the third
quarter of fiscal 2012 primarily due to higher imgéble asset amortization, increased bad debt esgsesind higher salaries expenses. These
expense increases were partially offset by reduostin variable compensation expenses.

Excluding the effect of currency rate fluctuatiottgal software license updates and product suppargin and margin as a percentage of
revenues increased primarily as a result of ine@asvenues.
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First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  Excluding the effect of currency rate fluctoats, the growth
in our software license updates and product suppeenues during the first nine months of fiscal2@as primarily attributable to the same
reasons as noted above. On a constant currencg; basiAmericas contributed 52%, EMEA contribut@@3and Asia Pacific contributed
18% to the increase in software license updategperdlict support revenues. Software license updateproduct support revenues in the
first nine months of fiscal 2012 included increnamontributions of $65 million from our recent aggjtions. Software license updates and
product support revenues primarily related to suppontracts in the amounts of $40 million and $@#lion that would have been otherwise
recorded by our acquired businesses as indepeadgties were not recognized in the first nine nhentf fiscal 2012 and 2011, respectively,
due to business combination accounting rules.

Excluding the effect of foreign currency rate fluations, total software license updates and proslymport expenses remained flat during the
first nine months of fiscal 2012 primarily due tecdeases in bad debt expenses and variable contiparsepenses that were offset by higher
intangible asset amortization and higher salamggmrses from increased headcount. On a constamincyrbasis, total software license
updates and product support margin and marginp@scentage of revenues increased during the finstmonths of fiscal 2012 for similar
reasons as those noted above.

Hardware Systems Business
Our hardware systems business consists of our laaedsystems products segment and hardware syst@mpsrssegment.

Hardware Systems Products:  Hardware systems products revenues are pringeilerated from the sales of our computer semver a
storage products. We market and sell our hardweatems products through our direct sales forceiralidect channels such as independent
distributors and value added resellers. Operatipgmses associated with our hardware systems prothetude the cost of hardware systems
products, which consists of expenses for mateaiatslabor used to produce these products by oaimiat manufacturing operations or by
third party manufacturers, warranty expenses aadntipact of periodic changes in inventory valuatiocluding the impact of inventory
determined to be excess and obsolete. Operatirgnegp 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 Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Hardware Systems Products Revenues:
Americas $ 41C -19% -18% % 506 $ 1,382 -16% -16% $  1,65(C
EMEA 26& -20% -18% 33C 88C -12% -15% 997
Asia Pacific 194 -3% -6% 19¢ 58¢ 2% -4% 57¢

Total revenue 86¢ -16% -16% 1,03t 2,851 -12% -14% 3,22¢
Expenses:
Hardware systems produ«® 424 -9% -8% 464 1,36€ -12% -12% 1,54t
Sales and marketir® 26¢& 3% 4% 261 831 10% 8% 757
Stocl-based compensatic — -22% -22% 1 2 -54% -54% 5
Amortization of intangible asse@ 97 -12% -12% 10¢ 29€ -6% -6% 313

Total expense 78¢ -5% -5% 83t 2,49t -5% -6% 2,62(
Total Margin $ 80 -60% -61% % 20C % 35€ -42% -46% $ 60E
Total Margin % 9% 19% 12% 19%
% Revenues by Geography:
Americas A47% 49% 48% 51%
EMEA 31% 32% 31% 31%
Asia Pacific 22% 19% 21% 18%

(1) Excluding stoc-based compensatic
(3 Included as a component‘Amortization of Intangible Asse’ in our condensed consolidated statements of opers
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Excluding the effects of currency rate fluctuatiomardware systems products revenues decreasee fis¢al 2012 periods presented due to
reductions in sales volumes of certain of our lggaoduct lines, including lower margin productsdalue to the recent introduction of new
SPARC processor-based servers that we believe dlpurehases of predecessor server products. Tlaedwdre revenue decreases were
partially offset by increases in hardware reverataghutable to our Oracle Engineered Systems dutie fiscal 2012 periods presented.

Excluding the effects of currency rate fluctuatioisal hardware systems products operating exgeffiselined in the fiscal 2012 periods
presented primarily due to reductions in hardwastesns products costs associated with lower rexghoweer intangible asset amortization
and decreases in bad debt expenses, which werallgastfset by increased employee related expedsesto additional sales headcount.

Excluding the effect of currency rate fluctuatiotetal hardware systems products margin and toéam as a percentage of revenues
decreased in the fiscal 2012 periods presentedapititdue to decreases in hardware systems prodenenues and increases in hardware
sales and marketing expenses.

Hardware Systems Support: ~ Our hardware systems support offerings prouiggomers with software updates for the softwarepgmments
that are essential to the functionality of our etk systems and can include product repairs, ergnice services, and technical support
services. Expenses associated with our hardwatersgsupport operating segment include the casiabérials used to repair customer
products, the cost of providing support servicagdly personnel related expenses, and the antatizaf our intangible assets associated
with hardware systems support contracts and custoefetionships obtained from our acquisitions.

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Hardware Systems Support Revenues:
Americas $ 28€ 1% 1% $ 28 % 86¢ 9% 9% $ 79E
EMEA 20¢ -11% -9% 23t 671 -11% -14% 75€
Asia Pacific 10¢ -1% -3% 111 334 -1% -6% 337

Total revenue 604 -4% -3% 62¢ 1,87¢ -1% -3% 1,89(
Expenses:
Hardware systems supp(@ 25€ -13% -12% 292 794 -16% -18% 94¢€
Stocl-based compensatic 1 -19% -19% 1 4 8% 8% 4
Amortization of intangible asse@ 77 3% 3% 75 22¢ 2% 2% 223

Total expense 334 -10% -9% 36¢ 1,027 -13% -14% 1,17:
Total Margin $ 27C 4% 5% $ 26C $ 847 18% 14% $ 717
Total Margin % 45% 41% 45% 38%
% Revenues by Geography:
Americas A47% 45% 46% 42%
EMEA 35% 37% 36% 40%
Asia Pacific 18% 18% 18% 18%

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

Excluding the effect of currency rate fluctuationardware systems support revenues decreasedfisadhke2012 periods presented due to
revenue decreases in the EMEA and Asia Pacifioregipartially offset by higher revenues in the Aiges.

As a result of our acquisitions, we recorded adjesits to reduce assumed support obligations toélsémated fair values at the acquisition
dates. Due to our application of business comhinadccounting rules, hardware systems support tegerelated to hardware systems
support contracts in the amounts of $6 million &8@ million that would have been otherwise repoligaur acquired businesses as
independent entities were not
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recognized in the third quarter of fiscal 2012 &indal 2011, respectively, and $26 million and $138ion were not recognized for the first
nine months of fiscal 2012 and 2011, respectivBtythe extent these underlying support contragsemewed, we will recognize the
revenues for the full values of these contracts twe future support periods.

Excluding the effect of currency rate fluctuatiotwtal hardware systems support expenses decraatelfiscal 2012 periods presented
primarily due to the reduction of service delivensts during the fiscal 2012 periods presentedtregdrom our integration initiatives
associated with our acquisition of Sun Microsysteims. (Sun). Excluding the effect of currency ritetuations, total hardware systems
support margin and margin as a percentage ofetehues increased in the fiscal 2012 periods ptedas a result of our expense
reductions.

Services

Our services business consists of consulting; Clerdices, which include certain of our Oracle @@ervices offerings and Advanced
Customer Services; and education services. Congultivenues are earned by providing services timegs's in the design, implementation,
deployment and upgrade of our database and middiesedtware products as well as applications safvpaoducts. Oracle Cloud Services’
managed services are designed to provide comprigbestftware and hardware management and maintersangices for customers hosted
at our Oracle data center facilities, select partia¢a centers or physically on-premise at custdamlities. Advanced Customer Services
provide support services, both on-premise and rentotcustomers to enable increased performancaighdr availability of their products
and services. Education revenues are earned bidprgunstructor-led, media-based and internet-tiasaning in the use of our software and
hardware products. The cost of providing our s&wis primarily personnel related expenses, tedgydhfrastructure expenditures, facilities
expenses and external contractor expenses.

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Services Revenues:
Americas $ 58¢ 3% 3% % 574 $ 1,801 3% 3% $ 1,74
EMEA 351 -3% -1% 368 1,09¢ 2% 0% 1,07¢
Asia Pacific 201 -4% -4% 20¢ 601 4% 1% 57¢

Total revenue 1,141 0% 1% 1,14¢ 3,501 3% 2% 3,39¢
Expenses:
Services® 91¢ -3% -2% 94¢ 2,772 -1% -2% 2,80¢
Stocl-based compensatic 6 16% 16% 5 16 22% 22% 13
Amortization of intangible asse@ 11 -29% -29% 16 38 -26% -26% 52

Total expense 938 -4% -2% 97C 2,82¢ -2% -3% 2,87(
Total Margin $ 20€ 18% 8%  $ 17¢ $ 67% 27% 6% $ 52¢
Total Margin % 18% 16% 19% 16%
% Revenues by Geography:
Americas 52% 50% 52% 51%
EMEA 31% 32% 31% 32%
Asia Pacific 17% 18% 17% 17%

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

Excluding the effect of currency rate fluctuatiooar services revenues increased modestly durm§gbal 2012 periods presented primarily
due to increases in our consulting and Cloud Sesvievenues, which were partially offset by de@sas our education revenues.

Excluding the impact of currency rate fluctuatioosr services expenses decreased during the #6dal periods presented due to lower third-
party contractor expenses associated with our C8mrglices offerings, lower intangible asset amatiin and certain other net expense
reductions.
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On a constant currency basis, our services margimzargin as a percentage of revenues increasewdbe fiscal 2012 periods presented as
our total services revenues increased at a fag@ithian our total services expenses.

Research and Development Expenses.  Research and development expenses consistrifyimiapersonnel 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 Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Research and developm¢®) $ 1,071 0% 1% $ 1,06¢ $ 3,08 -3% -3% $ 3,17¢
Stocl-based compensatic 74 28% 28% 58 213 25% 25% 171
Total expense $ 1,14¢ 2% 3% $ 1,127 $ 3,297 -2% -1% $ 3,34¢
% of Total Revenues 13% 13% 13% 13%

() Excluding stoc-based compensatic

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  On a constant currency basis, total researdidaselopment expens
increased in the third quarter of fiscal 2012 prilgas a result of an increase in employee relatqeenses such as salaries, benefits and
stock-based compensation from increased headoshitth was partially offset by a decrease in vagatimpensation expenses.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  On a constant currency basis, total researdidamelopment
expenses decreased in the first nine months clf&@12, primarily due to decreases in certainllegsts and variable compensation
expenses, which were partially offset by the af@etioned increase in employee related expensesifrar@ased headcount.

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

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,
(Dollars in millions) 2012 Actual Constani 2011 2012 Actual Constani 2011
General and administrati() $ 22C -12% -10% $ 24¢ $ 72¢ 21% 19% $ 604
Stoclk-based compensatic 41 10% 10% 37 12C 9% 9% 11C
Total expense $ 261 -9% -8% $ 28€ $ 84¢ 19% 18% $ 714
% of Total Revenues 3% 3% 3% 3%

() Excluding stoc-based compensatic

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  On a constant currency basis, total general andrésinative
expenses decreased in the third quarter of fiStHR 2s a result of a decrease in certain emplmlated expenses, primarily variable
compensation.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  On a constant currency basis, total general andrastnative
expenses increased in the first nine months c&ffid@12 primarily due to a $120 million benefitiitahe recovery of certain legal costs in the
nine months ended February 28, 2011.
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Amortization of | ntangible Assets:

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Software support agreements and related relatipa $ 148 3% 3% $ 144 $ 438 3% 3% $ 42¢
Hardware systems support agreements and related
relationships 30 3% 3% 29 89 1% 1% 88
Developed technolog 23C -11% -11% 257 687 -8% -8% 747
Core technolog' 85 10% 10% 77 253 8% 8% 23t
Customer relationshig 98 11% 11% 88 275 2% -2% 282
Trademarks 15 -12% -12% 17 48 -6% -6% 51
Total amortization of intangible asst $ 60€ -1% -1% $ 612 $ 1,79(C 2% -2% $ 1,82¢

Amortization of intangible assets decreased irfifoal 2012 periods presented due to a reducti@xpenses associated with certain of our
intangible assets that became fully amortized dutte trailing four quarter period. These decreasme 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, ATG duritige third quarter of fiscal 2011 and RightNowtlie third quarter of fiscal 2012. See Note 5
of Notes to Condensed Consolidated Financial Setésrfor additional information regarding our irgdrie assets and related amortization.

Acquisition Related and Other Expenses:  Acquisition related and other expenses cows$ipersonnel related costs for transitional and
certain other employees, stock-based compensatjmenees, integration related professional servig@s$ain business combination
adjustments including certain adjustments aftemtleasurement period has ended and changes irafa& of contingent consideration
payable (see Note 2 of Notes to Condensed Consatiddnancial Statements included elsewhere inQliarterly Report), and certain other
operating expenses, net. Stock-based compensai@mges included in acquisition related and otkperses resulted from unvested stock
options and restricted stock-based awards assumedaftquisitions whereby vesting was accelerate t@rmination of the employees
pursuant to the original terms of those stock aygtiand restricted stock-based awards.

Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Transitional and other employee related c $ 6 -65% -65% $ 16 $ 18 -81% -81% $ 93
Stocl-based compensatic 18 1,557% 1,557% 1 21 172% 172% 8
Professional fees and other, 6 -56% -56% 14 Q) -102% -104% 72
Business combination adjustments, 8 739% 731% (1) 25 287% 286% 13
Total acquisition related and other exper $ 38 28% 27% $ 30 $ 63 -61% -63% $ 16C

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  Excluding the effect of currency rate fluctoas, the increase in
acquisition related and other expenses duringhting tjuarter of fiscal 2012 was primarily due toiacrease in stock-based compensation
expenses associated with our recent acquisitiod®gpenses associated with the change in fair \@flaentingent consideration payable (see
Note 2 of Notes to Condensed Consolidated Finasta&tements included elsewhere in this QuarterlyoRg partially offset by lowe
transitional employee related costs and profeskgeraices expenses in comparison to those that imeurred in the prior year period
primarily related to our acquisition of Sun.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  On a constant currency basis, acquisition relatedagher
expenses decreased in the first nine months alf&a12 primarily due to a reduction in transitibaad other employee related costs and
professional services expenses in comparison gettimt were incurred in the prior year period pgranharily related to our acquisition of
Sun, partially offset by an increase in stock-bas@mdpensation and expenses associated with thgelafair value of contingent
consideration payable.

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 EiglaBtatements included elsewhere in this Quarikeport.
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Three Months Ended Nine Months Ended
February 29, Percent Change February 28, February 29, Percent Change February 28,
(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Restructuring expens: $ 64 -31% Bl % 2 3 217 -A7% 48% 0% 41C

Restructuring expenses in the fiscal 2012 periadsegnted primarily related to our Sun RestructuBftan, which our management approved,
committed to and initiated in order to better alaym cost structure as a result of our acquisitibBun. Restructuring expenses incurred in the
fiscal 2011 periods presented related primariliheoSun Restructuring Plan and, to a lesser exaémtr Oraclédased restructuring plans. T
total estimated remaining restructuring costs dased with the Sun Restructuring Plan were apprexaty $80 million at February 29, 2012,
and will be recorded to the restructuring expeirszitem within our consolidated statements of afiens as the costs are incurred. Our
estimated costs may be subject to change in fysterieds.

I nterest Expense:

Three Months Ended Nine Months Ended
February 29, Percent Change February 28. February 29. Percent Change February 28,
(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Interest expens $ 19C -1% -1% $ 204 $ 574 -71% 1% $ 612

Interest expense decreased in the fiscal 2012g¢wepesented due to lower average borrowings apa@d to the comparable periods in
fiscal 2011 primarily due to the maturity and repeyt of $2.25 billion of senior notes in Januarg 20

Non-Operating Income, net:  Non-operating income, net consists primarilyndéérest income, net foreign currency exchangasgédosses),
the noncontrolling interests in the net profitoaf majority-owned subsidiaries (Oracle Financiah&es Software Limited and Oracle
Japan), and net other income (losses) includingeadized gains and losses related to all of ouestments and net unrealized gains and
losses related to the small portion of our investinpertfolio that we classify as trading.

Three Months Ended Nine Months Ended

February 29, Percent Change February 28, February 29, Percent Change February 28,

(Dollars in millions) 2012 Actual Constant 2011 2012 Actual Constant 2011
Interest incomt $ 60 36% 41% $ 4 3% 17t 48% 50 $ 11€
Foreign currency gains (losses), (28) 6% 2% (30 (68) -230% -225% 52
Noncontrolling interests in incon (35) 36% 39% (26) (88) 20% 22% (73
Other income, ne 24 -12% -12% 28 23 -72% -73% 83
Total nor-operating income, nc  $ 21 33% 1%  $ 16 $ 42 -T7% -713% % 18C

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  On a constant currency basis, our hon-operatingnieg net increased
in the third quarter of fiscal 2012 primarily asegult of an increase in interest income due @elaaverage cash, cash equivalents and
marketable securities balances.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  On a constant currency basis, our non-operatingniec net
decreased in the first nine months of fiscal 20d&arily as a result of net foreign currency trastgm losses in the first nine months of fiscal
2012 in comparison to net foreign currency trarisagjains in the corresponding prior year periodadidition, we incurred a decrease in ¢
income, net, which was attributable to net gaimsréed in the first nine months of fiscal 2011 tméavorable changes in the values of our
marketable securities that we classify as tradiag) are held to support our deferred compensatamgbligations. These unfavorable
variations to non-operating income, net were pilytafset by increases in interest income during fiscal 2012 period due to larger average
cash, cash equivalents and marketable securitieasd#s in comparison to the corresponding prior pesod.

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
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computed at the U.S. federal statutory income &ex due primarily to earnings considered as indefinreinvested in foreign operations,
state taxes, the U.S. research and developmentddit, and the U.S. domestic production activiégidction. Future effective tax rates could
be adversely affected if earnings are lower thditi@ated in countries where we have lower statutax rates, by unfavorable changes in tax
laws and regulations or by adverse rulings in &ated litigation.

Three Months Ended Nine Months Ended
February 29. Percent Change February 28, February 29. Percent Change February 28,
(Dollars in millions) 2012 Actual Constani 2011 2012 Actual Constani 2011
Provision for income taxe $ 65C -5% -4% $ 682 $ 2,05( 8% 4% $ 1,908
Effective tax rate 20.7% 24.4% 23.9% 26.3%

Fiscal Third Quarter 2012 Compared to Fiscal Third Quarter 2011:  Provision for income taxes decreased during ttre tniarter of fiscal
2012 primarily due to an increase in the numbdpdign subsidiaries in countries with lower statytrates than the United States, the
earnings of which we consider to be indefinitelynvested outside the United States. If these sidré@d generate sufficient earnings in the
future, our provision for income taxes may contitmée favorably affected to a meaningful extelthaugh any such favorable effects could
be significantly reduced under a variety of circtemses. Provision for income taxes during the thirdrter of fiscal 2012 also decreased due
to changes in uncertain tax positions and settlésngith worldwide tax authorities.

First Nine Months Fiscal 2012 Compared to First Nine Months Fiscal 2011:  Provision for income taxes increased during thet fiine
months of fiscal 2012 due substantially to higimeoime before taxes, partially offset by the fav@@affects of an increase in the number of
foreign subsidiaries in countries with lower statytrates than the United States, the earningshadlwwe consider to be indefinitely
reinvested outside the United States. If theseidialoies generate sufficient earnings in the futorg provision for income taxes may
continue to be favorably affected to a meaningkiéet, although any such favorable effects couldiggificantly reduced under a variety of
circumstances.

Liquidity and Capital Resources

February 29, May 31,
(Dollars in millions) 2012 Change 2011
Working capital $ 25,90¢ 4% $ 24,98
Cash, cash equivalents and marketable sect $ 29,74 3% $ 28,84¢

Working capital:  The increase in working capital as of February228,2 in comparison to May 31, 2011 was primarilg dwthe favorabl
impact to our net current assets resulting fromnmairincome during the first nine months of fis2@lL2, partially offset by an increase in our
stock repurchases during the first nine monthssehf 2012 in comparison to recent periods (we &3=8 billion of cash for stock
repurchases during the first nine months of fi&€dl2 in comparison to $750 million used for stogurchases during the first nine month
fiscal 2011), cash used for acquisitions, and caetdl to pay dividends to our stockholders. Our wgrkapital may be impacted by some of
the aforementioned factors in future periods, aeaounts and timing of which are variable.

Cash, cash equivalents and marketable securities:  Cash and cash equivalents primarily consisteposits held at major banks, money
market funds, Tier-1 commercial paper, U.S. Treasbtigations, U.S. government agency and govertsgonsored enterprise obligations,
and other securities with original maturities of@ys or less. Marketable securities primarily ¢stnsf time deposits held at major banks,
Tier-1 commercial paper, corporate notes, U.S. Sugaobligations, U.S. government agency and gawent sponsored enterprise
obligations and certain other securities. The iasedn cash, cash equivalents and marketable 8eswi February 29, 2012 in comparison to
May 31, 2011 was due to an increase in cash gekfi@m our operating activities, partially offést our June 2011 repayment of $1.15
billion of short-term borrowings pursuant to ouveling credit facilities and $255 million usedrepay RightNow’s legacy convertible notes
after the closing of the acquisition, cash usedfmuisitions, the repurchases of our common gteek discussion above) and
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the payment of cash dividends to our stockholdeash, cash equivalents and marketable securitslied $25.1 billion held by our foreign
subsidiaries as of February 29, 2012, a signifipmntion of which we consider as indefinitely re#sted earnings outside the United States.
These undistributed earnings that are consider@taginitely reinvested overseas would be sultiedi.S. income tax if repatriated. The
amount of cash, cash equivalents and marketablgises that we report in U.S. Dollars for a sigeéint portion of the cash held by our
foreign subsidiaries is subject to translation atients caused by changes in foreign currency egehaates as of the end of each respective
reporting period (the offset to which is recordeditcumulated other comprehensive income in ousaatated balance sheet). As the

U.S. Dollar generally strengthened against certgjor international currencies as of February 24, 2in comparison to May 31, 2011, the
amount of cash, cash equivalents and marketableiges that we reported in U.S. Dollars for thesésidiaries decreased as of February 29,
2012 relative to what we would have reported usingnstant 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 46 days at
February 29, 2012 compared with 55 days at May2811. The days sales outstanding calculation egsltigde revenue adjustments that
primarily reduce our acquired software license tgsland product support obligations and hardwastesys support obligations to fair value.
Our decline in days sales outstanding is primatilg to the collection, in our first nine monthdis€al 2012, of large software license and
software support balances outstanding as of May@11.

Nine Months Ended

February 29, February 28,
(Dollars in millions) 2012 Change 2011
Net cash provided by operating activit $ 9,68¢ 30% $ 7,43
Net cash used for investing activiti $ (6,537) 15% $ (5,662
Net cash used for financing activiti $ (5,350 1,459% $ (349

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 thgraots’ terms, which are generally one year igtenWe also generate significant cash
from new software license sales, sales of hardegstems products and hardware systems supporgarmemts and, to a lesser extent,
services. Our primary uses of cash from operatatiyities are for personnel related expendituregtemal and manufacturing costs related to
the production of our hardware systems produckestand leased facilities.

Net cash provided by operating activities incredadtie first nine months of fiscal 2012 primariye to increased net income, the collec

of trade receivables that were associated withdrighles volumes in our fourth quarter of fiscal Rehrough our second quarter of fiscal
2012, a decrease in cash used to pay income tagatibhs and other net cash favorable working eapitovements, in each case compared to
the first nine months of fiscal 2011. These casbfable movements were partially offset by an iaseein cash used to pay higher accrued
compensation liabilities such as commissions amiibes during the first nine months of fiscal 201 2amparison to the first nine months of
fiscal 2011.

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

Net cash used for investing activities increasetthénfirst nine months of fiscal 2012 due to arréase in cash used for acquisitions, ne
cash acquired, partially offset by a decrease ircagh used to purchase marketable securities.

Cash flows from financing activities:  The changes in cash flows from financing ati&sgiprimarily relate to borrowings and payments
under debt facilities as well as stock repurchadiegjend payments and proceeds from stock opti@maises.
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Net cash used for financing activities in the fitgte months of fiscal 2012 increased primarily tweur issuance of $3.25 billion of Ic-

term senior notes in the first nine months of fi’kGl1 (none in the first nine months of fiscal 2PJan increase in common stock repurch
in the first nine months of fiscal 2012 (see disoms in “Working Capital” above and Note 10 of Note Condensed Consolidated Financial
Statements for additional information), and a dasesin proceeds from stock option exercises duhedirst nine months of fiscal 2012, all
comparison to the prior year period. These neteimses in cash used during fiscal 2012 were pgroéfiet by a decrease in cash used for
related repayments during fiscal 2012 ($1.15 billad short-term borrowings pursuant to our revalvanedit facilities were repaid in June
2011 and $255 million of RightNow'legacy convertible notes were repaid in Febr@@d? in comparison to fiscal 2011 repayments 02%
billion of senior notes and $881 million of commiat@aper notes).

Freecash flow: To supplement our statements of cash flowsaptesl on a GAAP basis, we use non-GAAP measureasdf 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 non-GAAP free cash flow is not méa be considered in isolation or
an alternative to net income as an indicator ofpmrformance, or as an alternative to cash floasifoperating activities as a measure of
liquidity. We calculate free cash flows as follows:

Trailing 4-Quarters Ended

February 29, February 28,
(Dollars in millions) 2012 Change 2011
Net cash provided by operating activit $ 13,46: 35% $ 9,94¢
Capital expenditure® (509 15% (441
Free cash flov $ 12,95¢ 36% $ 9,507
Net income $ 9,73t $ 7,701
Free cash flow as percent of net incc 133% 123%

(1) Represents capital expenditures as reportedsim fiaws from investing activities in our condensemsolidated statements of cash flows presentaddnrdance with U.S. generally
accepted accounting principle

Long-Term Customer Financing:  We offer certain of our customers the option toudiegour software products, hardware systems pits
and services offerings through separate long-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 asfetsause we are considered to have surrenderemloohthese financial assets. We financed
$705 million and $686 million, respectively, or appimately 12% of our new software license reverinesach of the first nine months of
fiscal 2012 and 2011, and $81 million and $78 wrillirespectively, or approximately 3% and 2%, respely, of our hardware systems
products revenues in the first nine months of fig€d 2 and 2011.

Recent Financing Activities:

RightNow Convertible Notes Subsequent to the closing of our acquisitibRightNow, we repaid, in full, $255 million of RigNow’s
legacy convertible notes during the third quarfeiszal 2012.

Revolving Credit Agreements On June 30, 2011, our revolving credit agreemeith BNP Paribas, as initial lender and adniiats/e
agent, and BNP Paribas Securities Corp., as satedeaanger and sole bookrunner (the 2011 Crediéékgents), to borrow $1.15 billion we
repaid in full and the 2011 Credit Agreements eegbipursuant to their terms.

Common Stock Repurchases Our Board of Directors has approved a progi@nus to repurchase shares of our common stock. On
December 20, 2011, we announced that our Boardret®rs approved an expansion of our stock re@selprogram by an additional

$5.0 billion. Approximately $5.6 billion remainedailable for stock repurchases as of February @922inder the stock repurchase program.
Our stock repurchase authorization does not hawexpination date and the pace of our repurchaseitstotill depend on factors such
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as our working capital needs, our cash requirenfeniscquisitions and dividend repayments, our depayment obligations, our stock price,
and economic and market conditions. Our stock @masges may be effected from time to time througinaparket purchases or pursuant to a
Rule 10b5-1 plan. Our stock repurchase programbeagccelerated, suspended, delayed or discontatuady time.

Contractual Obligations:

Proposed Acquisition of Taleo Corporation On February 8, 2012, we entered into an Agergrand Plan of Merger (Merger Agreement)
with Taleo, a provider of cloud-based talent manag solutions. Pursuant to the Merger Agreemeamtydolly-owned subsidiary will
merge with and into Taleo and Taleo will becomehaly-owned subsidiary of Oracle. Upon the consumiomaof the merger, each share of
Taleo common stock will be converted into the righteceive $46.00 in cash. In addition, the ureegtortion of each Taleo stock option or
restricted stock-based award outstanding immedgiatédr to the consummation of the merger will getig be converted into a stock option
or restricted stockased award, as the case may be, denominatedreassifaOracle common stock based on formulas aoedain the Merge
Agreement. The estimated total purchase price t&dlia approximately $2.0 billion. The completidinttee merger is subject to customary
conditions, including without limitation, the adapt of the merger by Taleo’s stockholders.

During the first nine months of fiscal 2012, therere no other significant changes to our estimatdsture payments under our fixed
contractual obligations and commitments as preddant@art Il, Item 7. Management’s Discussion amdilsis of Financial Condition and
Results of Operations included in our Annual Reporform 10-K for our fiscal year ended May 31, 201

As described in Note 2 of Notes to Condensed Cateteld Financial Statements included elsewherkignQuarterly Report, we have
contingent consideration payable as a result oboqguisition of Pillar Data Systems, Inc. that \ditle in fiscal 2015.

We believe that our current cash, cash equivatemismarketable securities and cash generated fpamations will be sufficient to meet our
working capital, capital expenditures and contrakabligation requirements. In addition, we beliewe could fund any future acquisitions,
including the proposed acquisition of Taleo, dividgpayments and repurchases of common stock omddtbour internally available cash,
cash equivalents and marketable securities, castrgted from operations, additional borrowingsront the issuance of additional securities.

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

Stock Options and Restricted Stock-Based Awards

Our stock-based compensation program is a key coang®f the compensation package we provide tactand retain certain of our
talented employees and align their interests withitterests of existing stockholders. We histdisidaave granted only stock options to our
employees and any restricted stock-based awardtaading were assumed as a result of our acquasitio

We recognize that options and restricted stockdaserds dilute existing stockholders and have lsbtagcontrol the number of options and
restricted stock-based awards granted while progidompetitive compensation packages. Consistehtthvése dual goals, our cumulative
potential dilution since June 1, 2008 has beenighted average annualized rate of 1.2% per year.pbitential dilution percentage is
calculated as the average annualized new optiorestricted stock-based awards granted and assumeedf options and restricted stock-
based awards forfeited by employees leaving thepaoiyy divided by the weighted average outstandiages during the calculation period.
This maximum potential dilution will only result #ll 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
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February 29, 2012, 25% of our outstanding stockoapthad exercise prices in excess of the curremket price. 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 February 29, 2012, the maximatargial dilution from all outstanding and unexseea stock options and restricted stock-
based awards, regardless of when granted and tegsuaf whether vested or unvested and includirigiog where the strike price is higher
than the current market price, was 8.7%.

Recent Accounting Pronouncements

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

ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk

During the first nine months of fiscal 2012, therere no significant changes to our quantitative quiditative disclosures about market risk.
Please refer to Part Il, Item 7A. Quantitative §hlitative 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.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controlsand Procedures:  Based on our management’s evaluation (wittpdrécipation of our Chief Executive
Officer and our Chief Financial Officer), as of téed of the period covered by this Quarterly Repmrt Chief Executive Officer and our
Chief Financial Officer have concluded that ourstdosure controls and procedures” (as defined ief1B3a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tlcbdhge Act)) were effective to provide reasonabfence that the information requi
to be disclosed by us in our reports filed or sutediunder the Exchange Act is recorded, processsdmarized, and reported within the t
periods specified in the SEC’s rules and formsiaratcumulated and communicated to our managernmetiding our Chief Executive
Officer and our Chief Financial Officer) as appiiape to allow timely decisions regarding requiréstctbsure.

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

Inherent Limitations on Effectiveness of Controls:  Our management, including our Chief ExecutifBo®r and Chief Financial Officer,
believes that our disclosure controls and procedanel internal control over financial reporting designed to provide reasonable assurance
of achieving their objectives and are effectivéhatreasonable assurance level. However, our marageloes not expect that our disclosure
controls and procedures or our internal controk divencial reporting will prevent all errors anilifaaud. A control system, no matter how
well conceived and operated, can provide only nealsie, not absolute, assurance that the objeativikge 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 peasvide absolute assurance that all control
issues and instances of fraud, if any, have betatdel. These inherent limitations include theitiealthat judgments in decision making can
be faulty, and that breakdowns can occur becauaesiohple 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 abouikitlehood of future events, and there can be sgueance that any design will succeed in
achieving its stated goals under all potentialfeittonditions; 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 linoitetin 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 $atiourepurchase shares of our common stock. Onridteee20, 2011, we announced that
our Board of Directors approved an expansion ofstoick repurchase program by an additional $5l@bilApproximately $5.6 billion
remained available for stock repurchases as ofuaepi29, 2012 under the stock repurchase program.

Our stock repurchase authorization does not hawexpination 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, susphetelayed or discontinued at any
time.

The following table summarizes the stock repurcleatiwity for the three months ended February 29,22and the approximate dollar value
of shares that may yet be purchased pursuant tstock repurchase program that was available &glofuary 29, 2012:

Total Number of

Shares Purchased ¢ Approximate Dollar
Total Number of Average Value of Shares that
Price Paid Part of Publicly May Yet Be Purchaset
Shares Announced
(in millions, except per share amounts) Purchased per Share Programs Under the Programs
December 1, 20:—December 31, 201 15.4 $ 28.17 15.4 $ 6,831.:
January 1, 207—January 31, 201 23.7 $ 27.5¢ 23.7 $ 6,175.¢
February 1, 201—February 29, 201 19.¢ $ 28.71 19.¢ $ 5,603.t
Total 59.C $ 28.17 59.C
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Item 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 Princiflecutive X
Officer
31.02 Rule 13a-14(a)/15d-14(a) Certification of Principahancial X
Officer
32.01 Section 1350 Certification of Principal ExecutivéiCer and X
Principal Financial Office
101 Interactive Data Files Pursuant to Rule 405 of Ra@n S-T: X

(i) Condensed Consolidated Balance Sheets as ofi&igh29,
2012 and May 31, 2011, (ii) Condensed Consolid&tatements
of Operations for the three and nine months enddxiuary 29,
2012 and February 28, 2011, (iii) Condensed Codatdd
Statements of Cash Flows for the nine months eRrgbéduary 29,
2012 and February 28, 2011 and (iv) Notes to Coselgn
Consolidated Financial Stateme
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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: March 23, 2012 By: /sl _SAFRAA. C ATz

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

Date: March 23, 2012 By: /s/__WiLLiam C oREYW EST
William Corey Wes

Senior Vice President, Corporate Controller and
Chief Accounting Office
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Exhibit 31.01

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. I have reviewed this quarterly report on Forn-Q of Oracle Corporatior
2.  Based on my knowledge, this report does notatominy untrue statement of a material fact or donftate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3. Based on my knowledge, the financial statemeami,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
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%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
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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: March 23, 2012 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. I have reviewed this quarterly report on Forn-Q of Oracle Corporatior
2.  Based on my knowledge, this report does notatominy untrue statement of a material fact or donftate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3. Based on my knowledge, the financial statemeami,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
4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%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
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatioriernal 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: March 23, 2012 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 quarterly report on For@rQ of Oracle Corporation for the purpc

of complying with Rule 13a-14(b) or Rule 15d-14@bthe Securities Exchange Act of 1934 and Sea®B0 of Chapter 63 of Title 18 of the
United States Code.

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

1. the quarterly report fully complies with the reaaritents of Section 13(a) or 15(d) of the Securlieshange Act of 1934; ar

2. the information contained in the quarterly regairly presents, in all material respects, thmaficial condition and results of operations
of Oracle Corporatior

Date: March 23, 2012 By: /s/ LAwWRENCEJ. ELLISON
Lawrence J. Ellison
Chief Executive Officer and Director
(Principal Executive Officer

Date: March 23, 2012 By: /s| SaFrRaAA.CATZ
Safra A. Catz
President, Chief Financial Officer and Director
(Principal Financial Officer




