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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF

THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended February 28, 2010

or

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 charter)
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Delaware 54-2185193
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
500 Oracle Parkway 94065
Redwood City, California (Zip Code)

(Address of principal executive offices)
(650) 506-7000

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted to its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No -

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer , accelerated filer and smaller reporting company 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 company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ~ No x

The number of shares of registrant s common stock outstanding as of March 23, 2010 was: 5,019,091,000.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

CONDENSED CONSOLIDATED BALANCE SHEETS

(in millions, except per share data)

Current assets:
Cash and cash equivalents
Marketable securities

Trade receivables, net of allowances for doubtful accounts of $273 and $270 as of February 28, 2010 and May 31,

20009, respectively

Inventories

Deferred tax assets

Prepaid expenses and other current assets

Total current assets

Non-current assets:
Property, plant and equipment, net

ORACLE CORPORATION

As of February 28, 2010 and May 31, 2009

(Unaudited)

ASSETS

Intangible assets: software support agreements and related relationships, net

Intangible assets: other, net
Goodwill
Other assets

Total non-current assets

Total assets

LIABILITIES AND EQUITY

Current liabilities:

Notes payable, current and other current borrowings

Accounts payable

Accrued compensation and related benefits
Deferred revenues

Other current liabilities

Total current liabilities

Non-current liabilities:

Notes payable and other non-current borrowings
Income taxes payable

Deferred tax liabilities

Other non-current liabilities

Total non-current liabilities

Commitments and contingencies

Table of Contents

February 28,
2010

$ 9,331
8,158

3,898
315
978

1,299

23,979

2,869
3,038
6,830
20,415
2,255

35,407

$ 59,386

$ 4,220
616

1,452

5,389

2,574

14,251

11,498
3,275
339
1,172

16,284

May 31,
2009

8,995
3,629

4,430

661
866

18,581

1,922
3,411
3,858
18,842
802

28,835

47,416

1,001

271
1,409
4,592
1,876

9,149

9,237
2,423
480
682

12,822
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Oracle Corporation stockholders equity:

Preferred stock, $0.01 par value authorized: 1.0 shares; outstanding: none

Common stock, $0.01 par value and additional paid in capital authorized: 11,000 shares; outstanding: 5,015 shares as
of February 28, 2010 and 5,005 shares as of May 31, 2009

Retained earnings

Accumulated other comprehensive income

Total Oracle Corporation stockholders equity
Noncontrolling interests

Total equity
Total liabilities and equity $

See notes to condensed consolidated financial statements.
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13,973
14,257
246

28,476
375

28,851

59,386

12,980
11,894
216

25,090
355

25,445

47,416
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

ORACLE CORPORATION

For the Three and Nine Months Ended February 28, 2010 and 2009

(in millions, except per share data)

Revenues:

New software licenses

Software license updates and product support

Software revenues
Hardware systems products
Hardware systems support

Hardware systems revenues
Services

Total revenues

Operating expenses:

Sales and marketing

Software license updates and product support
Hardware systems products
Hardware systems support
Services

Research and development
General and administrative
Amortization of intangible assets
Acquisition related and other
Restructuring

Total operating expenses

Operating income
Interest expense
Non-operating income (expense), net

Income before provision for income taxes
Provision for income taxes

Net income

Earnings per share:
Basic

Diluted

Weighted average common shares outstanding:

Table of Contents

(Unaudited)

Three Months Ended
February 28,
2010 2009
$1,718 $ 1,516
3,297 2,917
5,015 4,433
273
185
458
931 1,020
6,404 5,453
1,241 1,054
281 256
206
116
816 855
823 677
236 192
502 437
34 27
306 15
4,561 3,513
1,843 1,940
(186) (154)
(75) 24
1,582 1,810
393 481
$1,189 $ 1,329
$ 024 $ 027
$ 0.23 $ 026

Nine Months Ended
February 28,
2010 2009
$ 4,399 $ 4,379
9,661 8,702
14,060 13,081
273
185
458
2,797 3,310
17,315 16,391
3,335 3,312
771 795
206
116
2,429 2,820
2,191 2,037
619 571
1,369 1,276
50 98
467 46
11,553 10,955
5,762 5,436
(553) “471)
41 114
5,168 5,079
1,396 1,377
$ 3,772 $ 3,702
$ 075 $ 073
$ 074 $ 072
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Basic 5,015 5,005 5,012 5,095
Diluted 5,076 5,056 5,067 5,159
Dividends declared per common share $ 0.05 $ $ 0.15 $

See notes to condensed consolidated financial statements.
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Nine Months Ended February 28, 2010 and 2009

(Unaudited)
Nine Months Ended
February 28,
(in millions) 2010 2009
Cash Flows From Operating Activities:
Net income $ 3,772 $ 3,702
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 196 198
Amortization of intangible assets 1,369 1,276
Deferred income taxes (362) (302)
Stock-based compensation 310 274
Tax benefits on the exercise of stock options and vesting of restricted stock-based awards 117 141
Excess tax benefits on the exercise of stock options and vesting of restricted stock-based awards (71) 92)
Other, net 79 68
Changes in operating assets and liabilities, net of effects from acquisitions:
Decrease in trade receivables, net 1,614 1,848
Decrease in inventories 18
Decrease in prepaid expenses and other assets 375 336
Decrease in accounts payable and other liabilities (842) (1,097)
Decrease in income taxes payable (269) 51
Decrease in deferred revenues (136) 54)
Net cash provided by operating activities 6,170 6,247
Cash Flows From Investing Activities:
Purchases of marketable securities and other investments (11,162) (6,906)
Proceeds from maturities and sales of marketable securities and other investments 7,121 6,397
Acquisitions, net of cash acquired (5,567) (1,165)
Capital expenditures (161) 491)
Net cash used for investing activities 9,769) (2,165)
Cash Flows From Financing Activities:
Payments for repurchases of common stock (738) (3,704)
Proceeds from issuances of common stock 602 448
Payment of dividends to stockholders (753)
Proceeds from borrowings, net of issuance costs 6,420
Repayments of borrowings (1,708) 4)
Excess tax benefits on the exercise of stock options and vesting of restricted stock-based awards 71 92
Distributions to noncontrolling interests 59) (53)
Net cash provided by (used for) financing activities 3,835 (3,221)
Effect of exchange rate changes on cash and cash equivalents 100 912)
Net increase (decrease) in cash and cash equivalents 336 51
Cash and cash equivalents at beginning of period 8,995 8,262
Cash and cash equivalents at end of period $ 9331 $ 87211
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Non-cash investing and financing transactions:

Fair value of stock options and restricted stock-based awards assumed in connection with acquisitions
Increase in unsettled repurchases of common stock

See notes to condensed consolidated financial statements.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
February 28, 2010

(Unaudited)

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

We have prepared the condensed consolidated financial statements included herein, without audit, pursuant to the rules and regulations of the
U.S. Securities and Exchange Commission (SEC). Certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. generally accepted accounting principles have been condensed or omitted pursuant to such rules and
regulations. However, we believe that the disclosures are adequate to ensure the information presented is not misleading. These unaudited
condensed consolidated financial statements should be read in conjunction with the audited financial statements and the notes thereto included in
our Annual Report on Form 10-K for the fiscal year ended May 31, 2009.

On January 26, 2010, we completed our acquisition of Sun Microsystems, Inc. (Sun), a provider of hardware systems, software and services, by
means of a merger of one of our wholly owned subsidiaries with and into Sun such that Sun became a wholly owned subsidiary of Oracle. As a
result of our acquisition of Sun, we entered into a new hardware systems business. Our hardware systems business consists of two operating
segments: hardware systems products and hardware systems support. In addition, we enhanced our existing software and services businesses
with additional offerings. The condensed consolidated financial statements included in this Quarterly Report include the financial results of Sun
prospectively from the date of acquisition. Upon completion of our acquisition of Sun, we adopted certain new significant accounting policies as
noted below. Refer to Note 2 below for additional details of our acquisition of Sun.

We believe that all necessary adjustments, which consisted only of normal recurring items, have been included in the accompanying financial
statements to present fairly the results of the interim periods. The results of operations for the interim periods presented are not necessarily
indicative of the operating results to be expected for any subsequent interim period or for our fiscal year ending May 31, 2010.

In July 2009, the Financial Accounting Standards Board (FASB) issued the FASB Accounting Standards Codification (Codification), which we
adopted in our second quarter of fiscal 2010. There were no changes to our consolidated financial statements and related disclosures contained in
this Quarterly Report due to the implementation of the Codification, other than changes in reference in this Quarterly Report to the various
authoritative accounting pronouncements contained within the Codification.

During fiscal 2010, we adopted certain new accounting pronouncements that affected our significant accounting policies, including FASB
Accounting Standards Codification (ASC) 805, Business Combinations, Accounting Standards Update No. 2009-13, Revenue Recognition
(Topic 605) Multiple-Deliverable Revenue Arrangements (ASU 2009-13) and Accounting Standards Update No. 2009-14, Software (Topic
985) Certain Revenue Arrangements That Include Software Elements (ASU 2009-14). As a result of our recent acquisition of Sun and our
adoption of ASU 2009-13 and ASU 2009-14, we have included our updated accounting policies for revenue recognition, inventories and
shipping costs below. We disclosed our accounting policies for ASC 805 and all of our other significant accounting policies in Note 1 of Notes
to Consolidated Financial Statements in our Annual Report on Form 10-K for the fiscal year ended May 31, 2009. There have been no other
changes to our significant accounting policies that were disclosed in our Annual Report on Form 10-K for the fiscal year ended May 31, 2009
other than the aforementioned policy changes and standards reference changes resulting from the Codification.

As a result of our adoption of the FASB s new accounting guidance for noncontrolling interests as contained in ASC 810, Consolidation, as of
the beginning of fiscal 2010, we retrospectively classified noncontrolling interest positions of certain of our consolidated entities as a separate
component of consolidated equity from the equity attributable to Oracle s stockholders for all periods presented. The noncontrolling interests in
our net income were not significant to our consolidated results for the periods presented and therefore have been included as a

Table of Contents 10



Edgar Filing: ORACLE CORP - Form 10-Q

Table of Conten
ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
February 28, 2010

(Unaudited)

component of non-operating income (expense), net in our condensed consolidated statements of operations. Certain other prior year balances
have been reclassified to conform to the current year s presentation. Such reclassifications did not affect our total revenues, operating income or
net income.

Revenue Recognition

Our sources of revenues prior to our acquisition of Sun were: (1) software, which includes new software license and software license updates
and product support revenues, and (2) services, which include consulting, On Demand and education revenues. As a result of our acquisition of
Sun on January 26, 2010, our sources of revenues have been expanded to include hardware systems products, which primarily include revenues
from the sale of computer servers and storage products, and hardware systems support revenues.

Revenue Recognition for Software Products and Software Related Services (Software Elements)

New software license revenues represent fees earned from granting customers licenses to use our database, middleware and applications
software, and exclude revenues derived from software license updates, which are included in software license updates and product support
revenues. While the basis for software license revenue recognition is substantially governed by the accounting guidance contained in ASC
985-605, Software-Revenue Recognition, we exercise judgment and use estimates in connection with the determination of the amount of
software and services revenues to be recognized in each accounting period.

For software license arrangements that do not require significant modification or customization of the underlying software, we recognize new
software license revenues when: (1) we enter into a legally binding arrangement with a customer for the license of software; (2) we deliver the
products; (3) customer payment is deemed fixed or determinable and free of contingencies or significant uncertainties; and (4) collection is
probable. Substantially all of our new software license revenues are recognized in this manner.

Substantially all of our software license arrangements do not include acceptance provisions. However, if acceptance provisions exist as part of
public policy, for example, in agreements with government entities where acceptance periods are required by law, or within previously executed
terms and conditions that are referenced in the current agreement and are short-term in nature, we generally recognize revenues upon delivery
provided the acceptance terms are perfunctory and all other revenue recognition criteria have been met. If acceptance provisions are not
perfunctory (for example, acceptance provisions that are long-term in nature or are not included as standard terms of an arrangement), revenues
are recognized upon the earlier of receipt of written customer acceptance or expiration of the acceptance period.

The vast majority of our software license arrangements include software license updates and product support contracts, which are entered into at
the customer s option and are recognized ratably over the term of the arrangement, typically one year. Software license updates provide
customers with rights to unspecified software product upgrades, maintenance releases and patches released during the term of the support period.
Product support includes internet access to technical content, as well as internet and telephone access to technical support personnel. Software
license updates and product support contracts are generally priced as a percentage of the net new software license fees. Substantially all of our
customers renew their software license updates and product support contracts annually.

Revenue Recognition for Multiple-Element Arrangements Software Products and Software Related Services (Software Arrangements)

We often enter into arrangements with customers that purchase both software related products and services from us at the same time, or within
close proximity of one another (referred to as software related multiple-element arrangements). Such software related multiple element
arrangements include the sale of our software products, software license updates and product support contracts and other software related
services whereby software

Table of Contents 11
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
February 28, 2010

(Unaudited)

license delivery is followed by the subsequent or contemporaneous delivery of the other elements. For those software related multiple-element
arrangements, we have applied the residual method to determine the amount of license revenues to be recognized pursuant to ASC 985-605.
Under the residual method, if fair value exists for undelivered elements in a multiple-element arrangement, such fair value of the undelivered
elements is deferred with the remaining portion of the arrangement consideration recognized upon delivery of the software license or services
arrangement. We allocate the fair values of each element of a software related multiple-element arrangement based upon its fair value as
determined by our vendor specific objective evidence (VSOE described further below), with any remaining amount allocated to the software
license.

Revenue Recognition for Hardware Systems Products and Hardware Systems Related Services (Nonsoftware Elements)

Revenues from the sale of hardware systems products represent amounts earned primarily from the sale of computer servers and storage
products. Our revenue recognition policy for these nonsoftware deliverables is based upon the accounting guidance contained in ASC 605,
Revenue Recognition, and we exercise judgment and use estimates in connection with the determination of the amount of hardware systems
products and hardware systems related services revenues to be recognized in each accounting period.

Revenues from the sales of hardware systems products are recognized when: (1) persuasive evidence of an arrangement exists; (2) we deliver the
products and passage of the title to the buyer occurs; (3) the sale price is fixed or determinable; and (4) collection is reasonably assured.
Revenues that are not recognized at the time of sale because the foregoing conditions are not met are recognized when those conditions are
subsequently met. When applicable, we reduce revenues for estimated returns or certain other incentive programs where we have the ability to
sufficiently estimate the effects of these items. Where an arrangement is subject to acceptance criteria and the acceptance provisions are not
perfunctory (for example, acceptance provisions that are long-term in nature or are not included as standard terms of an arrangement), revenues
are recognized upon the earlier of receipt of written customer acceptance or expiration of the acceptance period.

Our hardware systems support offerings generally provide customers with software updates for the software components that are essential to the
functionality of our hardware systems and storage products and can include product repairs, maintenance services, and technical support

services. Hardware systems support contracts are entered into at the customer s option and are recognized ratably over the contractual term of the
arrangement.

Revenue Recognition for Multiple-Element Arrangements Hardware Systems Products and Hardware Systems Related Services (Nonsoftware
Arrangements)

In the third quarter of fiscal 2010, we early adopted the provisions of ASU 2009-13 and ASU 2009-14. ASU 2009-13 amended existing
accounting guidance for revenue recognition for multiple-element arrangements. To the extent a deliverable within a multiple-element
arrangement is not accounted for pursuant to other accounting standards, including ASC 985-605, Software-Revenue Recognition, ASU 2009-13
establishes a selling price hierarchy that allows for the use of an estimated selling price (ESP) to determine the allocation of arrangement
consideration to a deliverable in a multiple element arrangement where neither VSOE nor third-party evidence (TPE) is available for that
deliverable. ASU 2009-14 modifies the scope of ASC 985-605 to exclude tangible products containing software components and nonsoftware
components that function together to deliver the product s essential functionality. In addition, ASU 2009-14 provides guidance on how a vendor
should allocate arrangement consideration to nonsoftware and software deliverables in an arrangement where the vendor sells tangible products
containing software components that are essential in delivering the tangible product s functionality.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
February 28, 2010

(Unaudited)

As aresult of our early adoption of ASU 2009-13 and ASU 2009-14, we applied the provisions of these accounting standards updates as of the
beginning of our fiscal year 2010. The retrospective application of ASU 2009-13 and 2009-14 as of the beginning of our fiscal year 2010 had no
impact to our previously reported results of operations.

We enter into arrangements with customers that purchase both nonsoftware related products and services from us at the same time, or within
close proximity of one another (referred to as nonsoftware multiple-element arrangements). Each element within a nonsoftware multiple-element
arrangement is accounted for as a separate unit of accounting provided the following criteria are met: the delivered products or services have
value to the customer on a standalone basis; and for an arrangement that includes a general right of return relative to the delivered products or
services, delivery or performance of the undelivered product or service is considered probable and is substantially controlled by us. We consider
a deliverable to have standalone value if the product or service is sold separately by us or another vendor or could be resold by the customer.
Further, our revenue arrangements generally do not include a general right of return relative to the delivered products. Where the aforementioned
criteria for a separate unit of accounting are not met, the deliverable is combined with the undelivered element(s) and treated as a single unit of
accounting for the purposes of allocation of the arrangement consideration and revenue recognition. For those units of accounting which include
more than one deliverable but are treated as a single unit of accounting, we generally recognize revenues over the delivery period. For the
purposes of revenue classification of the elements that are accounted for as a single unit of accounting, we allocate revenue to hardware system
and services based on a rational and consistent methodology utilizing our best estimate of fair value of such elements.

For our nonsoftware multiple-element arrangements, we allocate revenue to each element based on a selling price hierarchy at the arrangement
inception. The selling price for each element is based upon the following selling price hierarchy: VSOE if available, TPE if VSOE is not
available, or ESP if neither VSOE nor TPE is available (a description as to how we determine VSOE, TPE and ESP is provided below). If a
tangible hardware systems product includes software, we determine whether the tangible hardware systems product and the software work
together to deliver the product s essential functionality and, if so, the entire product is treated as a nonsoftware deliverable. The total arrangement
consideration is allocated to each separate unit of accounting for each of the nonsoftware deliverables using the relative selling prices of each
based on the aforementioned selling price hierarchy. We limit the amount of revenue recognized for delivered elements to an amount that is not
contingent upon future delivery of additional products or services or meeting of any specified performance conditions.

To determine the selling price in multiple-element arrangements, we establish VSOE of selling price using the price charged for a deliverable
when sold separately and for software license updates and product support and hardware systems support, based on the renewal rates offered to
customers. For nonsoftware multiple element arrangements, TPE is established by evaluating similar and interchangeable competitor products or
services in standalone arrangements with similarly situated customers. If we are unable to determine the selling price because VSOE or TPE
doesn t exist, we determine ESP for the purposes of allocating the arrangement by considering several external and internal factors including, but
not limited to, pricing practices, margin objectives, competition, geographies in which we offer our products and services, internal costs and
stage of the product lifecycle. The determination of ESP is made through consultation with and approval by our management, taking into
consideration our go-to-market strategy. As our, or our competitors , pricing and go-to-market strategies evolve, we may modify our pricing
practices in the future, which could result in changes to our determination of VSOE, TPE and ESP. As a result, our future revenue recognition
for multiple-element arrangements could differ materially from our results in the current period. Selling prices are analyzed on an annual basis or
more frequently if we experience significant changes in our selling prices.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
February 28, 2010

(Unaudited)

Revenue Recognition Policies Applicable to both Software and Nonsoftware Elements

Revenue Recognition for Multiple-Element Arrangements Arrangements with Software and Nonsoftware Elements

We also enter into multiple-element arrangements that may include a combination of our various software related and nonsoftware related
products and services offerings including hardware systems products, hardware systems support, new software licenses, software license updates
and product support, consulting, On Demand and education. In such arrangements, we first allocate the total arrangement consideration based on
the relative selling prices of the software group of elements as a whole and to the nonsoftware elements. We then further allocate consideration
within the software group to the respective elements within that group following the guidance in ASC 985-605 and our policies described above.
After the arrangement consideration has been allocated to the elements, we account for each respective element in the arrangement as described
above.

Other Revenue Recognition Policies Applicable to Software and Nonsoftware Elements

Many of our software arrangements include consulting implementation services sold separately under consulting engagement contracts and are
included as a part of our services business. Consulting revenues from these arrangements are generally accounted for separately from new
software license revenues because the arrangements qualify as services transactions as defined in ASC 985-605. The more significant factors
considered in determining whether the revenues should be accounted for separately include the nature of services (i.e., consideration of whether
the services are essential to the functionality of the licensed product), degree of risk, availability of services from other vendors, timing of
payments and impact of milestones or acceptance criteria on the realizability of the software license fee. Revenues for consulting services are
generally recognized as the services are performed. If there is a significant uncertainty about the project completion or receipt of payment for the
consulting services, revenues are deferred until the uncertainty is sufficiently resolved. We estimate the proportional performance on contracts
with fixed or not to exceed fees on a monthly basis utilizing hours incurred to date as a percentage of total estimated hours to complete the
project. If we do not have a sufficient basis to measure progress towards completion, revenues are recognized when we receive final acceptance
from the customer. When total cost estimates exceed revenues, we accrue for the estimated losses immediately using cost estimates that are
based upon an average fully burdened daily rate applicable to the consulting organization delivering the services. The complexity of the
estimation process and factors relating to the assumptions, risks and uncertainties inherent with the application of the proportional performance
method of accounting affects the amounts of revenues and related expenses reported in our consolidated financial statements. A number of
internal and external factors can affect our estimates, including labor rates, utilization and efficiency variances and specification and testing
requirement changes.

On Demand is comprised of Oracle On Demand and Advanced Customer Services and is a part of our services business. Oracle On Demand
services are offered as standalone arrangements or as a part of arrangements to customers buying new software licenses or hardware systems
products and services. Our On Demand services provide multi-featured software and hardware management and maintenance services for our
software and hardware systems products delivered at our data center facilities, select partner data centers or customer facilities. Advanced
Customer Services provide customers with services to architect, implement and manage customer IT environments including software and
hardware systems product management services, industry-specific solution support centers and remote and on-site expert services. Depending
upon the nature of the arrangement, revenues from On Demand services are recognized as services are performed or ratably over the term of the
service period, which is generally one year or less.

Education revenues are a part of our services business and include instructor-led, media-based and internet-based training in the use of our
software and hardware systems products. Education revenues are recognized as the classes or other education offerings are delivered.
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(Unaudited)

If an arrangement contains multiple elements and does not qualify for separate accounting for the product and service transactions, then new
software license revenues and/or hardware systems products revenues, including the costs of hardware systems products, are generally
recognized together with the services based on contract accounting using either the percentage-of-completion or completed-contract method.
Contract accounting is applied to any bundled software, hardware systems and services arrangements: (1) that include milestones or customer
specific acceptance criteria that may affect collection of the software license or hardware systems product fees; (2) where consulting services
include significant modification or customization of the software or hardware systems product; (3) where significant consulting services are
provided for in the software license contract or hardware systems product contract without additional charge or are substantially discounted; or
(4) where the software license or hardware systems product payment is tied to the performance of consulting services. For the purposes of
revenue classification of the elements that are accounted for as a single unit of accounting, we allocate revenues to software and nonsoftware
elements based on a rational and consistent methodology utilizing our best estimate of fair value of such elements.

We also evaluate arrangements with governmental entities containing fiscal funding or termination for convenience provisions, when such
provisions are required by law, to determine the probability of possible cancellation. We consider multiple factors, including the history with the
customer in similar transactions, the essential use of the software or hardware systems products and the planning, budgeting and approval
processes undertaken by the governmental entity. If we determine upon execution of these arrangements that the likelihood of cancellation is
remote, we then recognize revenues once all of the criteria described above have been met. If such a determination cannot be made, revenues are
recognized upon the earlier of cash receipt or approval of the applicable funding provision by the governmental entity.

We assess whether fees are fixed or determinable at the time of sale and recognize revenues if all other revenue recognition requirements are
met. Our standard payment terms are net 30 days. However, payment terms may vary based on the country in which the agreement is executed.
Payments that are due within six months are generally deemed to be fixed or determinable based on our successful collection history on such
arrangements, and thereby satisfy the required criteria for revenue recognition.

While most of our arrangements for sales within our software and hardware systems businesses include short-term payment terms, we have a
standard practice of providing long-term financing to credit worthy customers through our financing division. Since fiscal 1989, when our
financing division was formed, we have established a history of collection, without concessions, on these receivables with payment terms that
generally extend up to five years from the contract date. Provided all other revenue recognition criteria have been met, we recognize new
software license revenues and hardware systems products revenues for these arrangements upon delivery, net of any payment discounts from
financing transactions. We have generally sold receivables financed through our financing division on a non-recourse basis to third party
financing institutions and we classify the proceeds from these sales as cash flows from operating activities in our consolidated statements of cash
flows. We account for the sales of these receivables as true sales as defined in ASC 860, Transfers and Servicing.

In addition, we sell hardware systems products to leasing companies that, in turn, lease these products to end-users. In transactions where the
leasing companies have no recourse to us in the event of default by the end-user, we recognize revenue at point of shipment or point of delivery,
depending on the shipping terms and if all the other revenue recognition criteria have been met. In arrangements where the leasing companies
have more than insignificant recourse to us in the event of default by the end-user (defined as recourse leasing), we recognize both the product
revenue and the related cost of the product as the payments are made to the leasing company by the end-user, generally ratably over the lease
term.

Our customers include several of our suppliers and on rare occasion, we have purchased goods or services for our operations from these vendors
at or about the same time that we have sold our products to these same companies (Concurrent Transactions). Software license agreements or
sales of hardware systems that occur within a
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three-month time period from the date we have purchased goods or services from that same customer are reviewed for appropriate accounting
treatment and disclosure. When we acquire goods or services from a customer, we negotiate the purchase separately from any sales transaction,
at terms we consider to be at arm s length, and settle the purchase in cash. We recognize new software license revenues or hardware systems
products revenues from Concurrent Transactions if all of our revenue recognition criteria are met and the goods and services acquired are
necessary for our current operations.

Inventories

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

Shipping Costs

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

Acquisition Related and Other Expenses

Acquisition related and other expenses consist of personnel related costs for transitional and certain other employees, stock-based compensation
expenses, integration related professional services, certain business combination adjustments after the measurement period or purchase price
allocation period has ended, and certain other operating expenses, net. Stock-based compensation included in acquisition related and other
expenses resulted from unvested options or restricted stock-based awards (primarily consisting of restricted stock units) assumed from
acquisitions whereby vesting was accelerated upon termination of the employees pursuant to the original terms of those options or restricted
stock-based awards. As a result of our adoption of the FASB s revised accounting guidance for business combinations as of the beginning of
fiscal 2010, certain acquisition related and other expenses are now recorded as expenses in our statements of operations that would previously
have been included as a part of the consideration transferred and capitalized as a part of the accounting for our acquisitions pursuant to previous
accounting rules, primarily direct transaction costs such as professional services fees.

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

(in millions) 2010 2009 2010 2009
Transitional and other employee related costs $5 $ 8 $10 $ 39
Stock-based compensation 10 3 10 14
Professional fees and other, net 18 16 25 34
Business combination adjustments, net 1 5 11
Total acquisition related and other expenses $34 $ 27 $50 $ 98

10
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Non-Operating Income (Expense), net

Non-operating income (expense), net consists primarily of interest income, net foreign currency exchange gains (losses), the noncontrolling
interests in the net profits of our majority-owned subsidiaries (Oracle Financial Services Software Limited and Oracle Japan), and net other
income (losses), including net realized gains and losses related to all of our investments and net unrealized gains and losses related to the small
portion of our investment portfolio that we classify as trading.

Three Months Ended Nine Months Ended
February 28, February 28,
(in millions) 2010 2009 2010 2009
Interest income $ 27 $ 58 $ 91 $243
Foreign currency losses, net (88) ) (109) (22)
Noncontrolling interests in income 24) 23) (63) (58)
Other income (losses), net 10 2) 40 (49)
Total non-operating income (expense), net $ (75) $ 24 $ 41 $114

Included in our non-operating income (expense), net are net foreign currency losses for the three and nine months ended February 28, 2010 that
included a foreign currency loss relating to our Venezuelan subsidiary s operations. Effective December 1, 2009, we designated our Venezuelan
subsidiary as highly inflationary in accordance with ASC 830, Foreign Currency Matters, and began using the U.S. Dollar as the subsidiary s
new functional currency. During our third quarter of fiscal 2010, the Venezuelan government devalued its currency and we recognized a $70
million foreign currency loss as a result of the remeasurement of certain assets and liabilities of our Venezuelan subsidiary. As a large portion of
our consolidated operations are international, we could experience additional foreign currency volatility in the future, the amounts and timing of
which are variable.

Comprehensive Income

Comprehensive income consists of the following, net of income tax effects: net income, net foreign currency translation gains and losses, net
gains and losses related to certain of our derivative financial instruments that are reflected in Oracle Corporation stockholders equity and net
unrealized gains and losses on marketable debt and equity securities that we classify as available-for-sale. The following table sets forth the
calculation of comprehensive income:

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

(in millions) 2010 2009 2010 2009
Net income $ 1,189 $ 1,329 $ 3,772 $ 3,702
Foreign currency translation (losses) gains, net (233) (56) 43 (739)
Unrealized gains (losses) on derivative financial instruments, net 18 10 (13) (34)
Unrealized (losses) gains on marketable securities, net 4) 6
Comprehensive income $ 974 $ 1,279 $ 3,802 $ 2,935
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Recent Accounting Pronouncements
Disclosure requirements related to Fair Value Measurements: In January 2010, the FASB issued Accounting Standards Update No. 2010-06,

Improving Disclosures about Fair Value Measurements (Topic 820) Fair Value Measurements and Disclosures (ASU 2010-06) to add additional
disclosures about the different classes of assets
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and liabilities measured at fair value, the valuation techniques and inputs used, the activity in Level 3 fair value measurements, and the transfers
between Levels 1, 2, and 3. Levels 1, 2 and 3 of fair value measurements are defined in Note 3 below. We will adopt this new accounting
standards update in our fourth quarter of fiscal 2010 except for the provisions of this update that will be effective in our fiscal 2012. We are
currently evaluating the impact of its pending adoption on our consolidated financial statements.

Transfers of Financial Assets: In June 2009, the FASB issued and subsequently codified Accounting Standards Update No. 2009-16,

Transfers and Servicing (Topic 860) Accounting for Transfers of Financial Assets (ASU 2009-16). ASU 2009-16 eliminates the concept of a
qualifying special-purpose entity with regards to transfer of financial assets and changes the requirements for derecognizing financial assets. We

will adopt this new accounting standards update in fiscal 2011 and are currently evaluating the impact of its pending adoption on our

consolidated financial statements.

Variable Interest Entities: In June 2009, the FASB issued and subsequently codified Accounting Standards Update No. 2009-17,
Consolidations (Topic 810) Improvements to Financial Reporting by Enterprises Involved with Variable Interest Entities (ASU 2009-17). ASU
2009-17 amends the evaluation criteria to identify the primary beneficiary of a variable interest entity as provided pursuant to existing
accounting standards and requires ongoing reassessments of whether an enterprise is the primary beneficiary of the variable interest entity. We
will adopt ASU 2009-17 in fiscal 2011 and are currently evaluating the impact of its pending adoption on our consolidated financial statements.

2.  ACQUISITIONS
Acquisition of Sun Microsystems, Inc.

On January 26, 2010 we completed our acquisition of Sun Microsystems, Inc., a provider of hardware systems, software and services, by means
of a merger of one of our wholly owned subsidiaries with and into Sun such that Sun became a wholly owned subsidiary of Oracle. We acquired
Sun to, among other things, expand our product offerings by adding Sun s existing hardware systems business and broadening our software and
services offerings. We have included the financial results of Sun in our condensed consolidated financial statements from the date of acquisition.
For the three and nine months ended February 28, 2010, Sun contributed $543 million to our total revenues.

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

(in millions, except per share amounts)

Acquisition of approximately 757 million shares of outstanding common stock of Sun at $9.50 per share in cash $ 7,196
Preliminary fair value of stock options and restricted stock-based awards assumed 90
Total preliminary purchase price $ 7,286

The preliminary fair values of stock options assumed were estimated using a Black-Scholes-Merton option-pricing model. The preliminary fair
value of unvested Sun stock options and restricted stock-based awards will be recorded as operating expense over the remaining service periods,
while the preliminary fair values of vested stock options and restricted stock-based awards are included in the total purchase price. The
preliminary purchase price for Sun is subject to change during the measurement period as we finalize the number of Sun common shares
outstanding that we purchased, validate the conversion calculations of Sun stock options and restricted stock-based awards assumed, and finalize
the proportion of such stock options and restricted stock-based awards assumed that are vested as of the acquisition date.
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Preliminary Purchase Price Allocation

Pursuant to our business combinations accounting policy, the total preliminary purchase price for Sun was allocated to the preliminary net
tangible and intangible assets based upon their preliminary fair values as of
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January 26, 2010 as set forth below. The excess of the preliminary purchase price over the preliminary net tangible assets and preliminary
intangible assets was recorded as goodwill. The preliminary allocation of the purchase price was based upon a preliminary valuation and our
estimates and assumptions are subject to change within the measurement period (up to one year from the acquisition date). The primary areas of
the preliminary purchase price allocation that are not yet finalized relate to the fair values of certain tangible assets and liabilities acquired, the
valuation of intangible assets acquired, certain legal matters, income and non-income based taxes and residual goodwill. We expect to continue
to obtain information to assist us in determining the fair value of the net assets acquired at the acquisition date during the measurement period.
Our preliminary purchase price allocation for Sun is as follows:

(in millions)

Cash and marketable securities $ 2,571
Trade receivables 1,079
Inventories 334
Goodwill 1,246
Intangible assets 3,347
In-process research and development 415
Other assets 2,054
Accounts payable and other liabilities (3,961)
Deferred tax assets, net 1,244
Deferred revenues (1,043)
Total preliminary purchase price $ 7,286

Goodwill acquired will be allocated to our operating segments upon completion of certain valuations as a part of the final purchase price
allocation. We generally do not expect the goodwill recognized to be deductible for income tax purposes.

Preliminary Valuations of Intangible Assets Acquired

The following table sets forth the preliminary components of intangible assets acquired in connection with the Sun acquisition:

Weighted
Preliminary Average Useful

(Dollars in millions) Fair Value Life
Hardware systems support agreements and related relationships $ 771 7 years
Developed technology 1,349 4 years
Core technology 534 4 years
Customer relationships 467 3 years
Trademarks 226 7 years
Total intangible assets subject to amortization 3,347

In-process research and development 415
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Hardware systems support agreements and related relationships and customer relationships represent the fair values of the underlying
relationships and agreements with Sun s customers. Developed technology represents the fair values of Sun products that have reached
technological feasibility and are a part of Sun s product lines. Core technology represents the fair values of the Sun processes, patents and trade
secrets related to the design and development of Sun s products. This proprietary know-how can be leveraged to develop new technology and
improve our existing products. Trademarks represent the fair values of brand and name recognition associated with the marketing of Sun s
products and services. In-process research and development represents the fair values of incomplete Sun research and development projects that
had not reached technological feasibility as of the date of acquisition.

Preliminary Pre-Acquisition Contingencies Assumed

We have evaluated and continue to evaluate pre-acquisition contingencies relating to Sun that existed as of the acquisition date. We have
preliminarily determined that certain of these pre-acquisition contingencies are probable in nature and estimable as of the acquisition date and,
accordingly, have preliminarily recorded our best estimates for these contingencies as a part of the preliminary purchase price allocation for Sun.
We continue to gather information for and evaluate substantially all pre-acquisition contingencies that we have assumed from Sun. If we make
changes to the amounts recorded or identify additional pre-acquisition contingencies during the remainder of the measurement period, such
amounts recorded will be included in the purchase price allocation during the measurement period and, subsequently, in our results of
operations.

Other Fiscal 2010 Acquisitions

During the first nine months of fiscal 2010, we acquired other companies and purchased certain technology and development assets to expand
our product offerings. These acquisitions were not significant individually or in the aggregate. We have accounted for these acquisitions in
accordance with the FASB s revised accounting standard for business combinations, which we adopted as of the beginning of fiscal 2010. We
have included the financial results of these companies in our consolidated results from their respective acquisition dates. The preliminary
purchase price allocations for each of these acquisitions were based upon a preliminary valuation and our estimates and assumptions for certain
of these acquisitions are subject to change as we obtain additional information for our estimates during the respective measurement periods. The
primary areas of those purchase price allocations that are not yet finalized relate to identifiable intangible assets, certain legal matters, income
and non-income based taxes and residual goodwill. Separately, in the third quarter of fiscal 2010, we agreed to acquire certain other companies
for amounts that are not material to our business. We expect these transactions to close in the fourth quarter of fiscal 2010.

Fiscal 2009 Acquisitions

During fiscal 2009, we acquired several companies and purchased certain technology and development assets to expand our product offerings.
These acquisitions were not individually significant. We have included the financial results of these companies in our consolidated results from
their respective acquisition dates. In the aggregate, the total purchase price for these acquisitions was approximately $1.2 billion, which
consisted of approximately $1.2 billion in cash, $1 million for the fair value of stock options and restricted stock-based awards assumed and $13
million for transaction costs. The preliminary allocations of purchase price for certain of these acquisitions were based upon preliminary
valuations and our estimates and assumptions are subject to change. In allocating the total purchase price for these acquisitions based on
estimated fair values, we preliminarily recorded $708 million of goodwill, $587 million of identifiable intangible assets, $96 million of net
tangible liabilities (resulting primarily from deferred tax and restructuring liabilities assumed as a part of these
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transactions) and $10 million of in-process research and development. The primary areas of the purchase price allocations that are not yet
finalized relate to certain restructuring liabilities, intangible assets, legal matters, income and non-income based taxes and residual goodwill.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information in the table below summarizes the combined results of operations for Oracle, Sun and certain
other companies that we acquired since the beginning of fiscal 2009 (which were collectively significant for purposes of unaudited pro forma
financial information disclosure) as though the companies were combined as of the beginning of fiscal 2009. The pro forma financial
information for all periods presented also includes the business combination accounting effects resulting from these acquisitions including our
amortization charges from acquired intangible assets (certain of which are preliminary), the elimination of certain goodwill and intangible asset
impairment charges incurred by Sun, stock-based compensation charges for unvested stock options and restricted stock-based awards assumed,
adjustments to interest expense for borrowings and the related tax effects as though the aforementioned companies were combined as of the
beginning of fiscal 2009. The pro forma financial information as presented below is for informational purposes only and is not indicative of the
results of operations that would have been achieved if the acquisitions and any borrowings undertaken to finance these acquisitions had taken
place at the beginning of fiscal 2009.

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

The unaudited pro forma financial information for the three and nine months ended February 28, 2009 combined the historical results of Oracle
for the three and nine months ended February 28, 2009, the historical results of Sun for the three and nine month periods ended March 27, 2009
(due to differences in reporting periods) and the historical results of certain other companies that we acquired since the beginning of fiscal 2009
based upon their respective previous reporting periods and the dates these companies were acquired by us, and the effects of the pro forma
adjustments listed above. The unaudited pro forma financial information was as follows for the three and nine months ended February 28, 2010
and 2009:

Three Months Ended Nine Months Ended
February 28, February 28,
(in millions, except per share data) 2010 2009 2010 2009
Total revenues $7,888 $ 8,072 $ 24,045 $ 25,335
Net income $ 1,065 $ 1,115 $ 3,216 $ 2,960
Basic earnings per share $ 0.21 $ 022 $ 0.64 $ 0.58
Diluted earnings per share $ 0.21 $ 022 $ 063 $ 057

3. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordance with the guidance provided by ASC 820, Fair Value Measurements and Disclosures. ASC
820 defines fair value as the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. When determining the fair value measurements for assets and liabilities required to be recorded at
fair value, we consider the principal or most advantageous market in which we would transact and consider assumptions that market participants
would use when pricing the asset or liability, such as inherent risk, transfer restrictions, and risk of nonperformance.
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ASC 820 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. An asset s or liability s categorization within the fair value hierarchy is based upon the lowest level of input that
is significant to the fair value measurement. ASC 820 establishes three levels of inputs that may be used to measure fair value:

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active markets for similar
assets or liabilities, quoted prices for identical or similar assets or liabilities in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; or

Level 3: unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.
Assets and Liabilities Measured at Fair Value on a Recurring Basis

Our assets and liabilities measured at fair value on a recurring basis, excluding accrued interest components, consisted of the following types of
instruments (Level 1 and 2 inputs are defined above):

February 28, 2010 May 31, 2009
Fair Value Measurements Fair Value Measurements
Using Input Types Using Input Types

(in millions) Level 1 Level 2 Total Level 1 Level 2 Total
Assets:
Money market funds $1,882 $ $ 1,882 $ 467 $ $ 467
U.S. Treasury, U.S. government and U.S. government agency debt securities 2,653 15 2,668 4,078 4,078
Commercial paper debt securities 4,681 4,681 1,365 1,365
Corporate debt securities and other 2,381 2,381 1,335 1,335
Derivative financial instruments 23 23
Total assets $4535 $ 7,100 $ 11,635 $4545 $ 2,700 $ 7,245
Liabilities:
Derivative financial instruments $ $ 9 $ 9 3 $ 35 $ 35
Total liabilities $ $ 9 % 9 ¢ $ 35 % 35

Our valuation techniques used to measure the fair values of our money market funds and U.S. Treasury, U.S. government and U.S. government
agency debt securities, that were classified as Level 1 in the table above, were derived from quoted market prices as substantially all of these
instruments have maturity dates (if any) within one year from our date of purchase and active markets for these instruments exist. Our valuation
techniques used to measure the fair values of all other instruments listed in the table above, generally all of which mature within one year and the
counterparties to which have high credit ratings, were derived from the following: non-binding market consensus prices that are corroborated by
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observable market data, quoted market prices for similar instruments, or pricing models, such as discounted cash flow techniques, with all
significant inputs derived from or corroborated by observable market data. Our discounted cash flow techniques use observable market inputs,
such as LIBOR-based yield curves, and currency spot and forward rates.

Our cash and cash equivalents, marketable securities and derivative financial instruments are recognized and measured at fair value in our
condensed consolidated financial statements. Based on the trading prices of our $15.70 billion and $10.25 billion borrowings, that included
senior notes and commercial paper notes, that were outstanding as of February 28, 2010 and May 31, 2009, respectively, and the interest rates
we could obtain for other borrowings with similar terms at those dates, the estimated fair value of our borrowings at February 28, 2010 and
May 31, 2009 was $16.75 billion and $10.79 billion, respectively.
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4. INVENTORIES
Inventories consisted of the following as of February 28, 2010 (insignificant as of May 31, 2009):

(in millions) February 28, 2010
Raw materials $ 105
Work-in-process 52
Finished goods 158
Total $ 315

5. INTANGIBLE ASSETS AND GOODWILL
The changes in intangible assets for fiscal 2010 and the gross and net book value of intangible assets at February 28, 2010 and May 31, 2009
were as follows:

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

(Dollars in millions) 2009 Additions 2010 2009 Expense 2010 2009 2010 Life
Software support agreements and related
relationships $ 5012 § 48 3 5,060 $(1,601) $ (421) $ (2,022) $ 3411 $ 3,038 9 years
Hardware systems support agreements and related
relationships 771 771 (12) (12) 759 7 years
Developed technology 3,844 1,444 5,288  (1,925) (568) (2,493) 1,919 2,795 5 years
Core technology 1,502 578 2,080 (687) (197) (884) 815 1,196 S years
Customer relationships 1,284 481 1,765 (320) (140) (460) 964 1,305 7 years
Trademarks 273 231 504 (113) @31) (144) 160 360 7 years
In-process research and development 415 415 415 N.A
Total $11915 $ 3968 $ 15883 $(4,646) $(1,369) $ (6,015 $ 7269 $ 9,868

Total amortization expense related to our intangible assets subject to amortization was $502 million and $1.4 billion for the three and nine
months ended February 28, 2010, respectively and $437 million and $1.3 billion for the three and nine months ended February 28, 2009,
respectively. Estimated future amortization expense related to our intangible assets subject to amortization was $609 million for the remainder of
fiscal 2010, $2.3 billion in fiscal 2011, $2.0 billion in fiscal 2012, $1.6 billion in fiscal 2013, $1.3 billion in fiscal 2014, $1.0 billion in fiscal
2015 and $631 million thereafter.

The changes in the carrying amounts of goodwill, which is generally not deductible for tax purposes, for our software business operating
segments and for our services business for the nine months ended February 28, 2010 were as follows:
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New

Software
Licenses
$ 5716

179

Goodwill adjustments for acquisitions consummated since the beginning of fiscal

2010

Goodwill adjustments for acquisitions consummated prior to fiscal 2010(D

Balances as of February 28, 2010

9

$ 5886

13)

Software
License
Updates and
Product
Support Services Other® Total
$ 11,334 $ 1,792 $ $ 18,842
119 2 1,304 1,604
7 16
(26) 3) 47

$ 11434 $ 1,791 $ 1,304 $ 20415

(1) Pursuant to our business combinations accounting policy, we record goodwill adjustments for the effect on goodwill of changes to net assets acquired during
the measurement or purchase price allocation period (either of which can be up to one year from the date of an acquisition). Goodwill adjustments for
acquisitions consummated since the beginning of fiscal 2010 were generally balance sheet related with insignificant effects to our previously reported operating

results.

(@ Primarily represents goodwill associated with our acquisition of Sun that will be allocated to our operating segments upon finalization of preliminary

valuations.
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6. NOTES PAYABLE AND OTHER BORROWINGS
Commercial Paper Program

In the third quarter of fiscal 2010, we issued $2.0 billion of unsecured short-term commercial paper notes (Commercial Paper Notes) pursuant to
our commercial paper program, which allows us to issue and sell unsecured short-term promissory notes pursuant to a private placement
exemption from the registration requirements under federal and state securities laws (see Note 7 of Notes to Consolidated Financial Statements
included in our fiscal 2009 Annual Report on Form 10-K for further information regarding our commercial paper program). We issued these
Commercial Paper Notes to finance a portion of our purchase price for our acquisition of Sun. As of February 28, 2010, we had $951 million of
Commercial Paper Notes outstanding at a weighted average yield, including issuance costs, of 0.18% that mature at various dates through

June 14, 2010 (none outstanding as of May 31, 2009). We back-stop these notes with our revolving credit agreements and therefore, as of
February 28, 2010, we had $3.9 billion of capacity remaining under our commercial paper program. As described below, one of our revolving
credit agreements expired in March 2010.

Senior Notes and Other

In July 2009, we issued $4.5 billion of fixed rate senior notes comprised of $1.5 billion of 3.75% notes due July 2014 (2014 Notes), $1.75 billion
of 5.00% notes due July 2019 (2019 Notes) and $1.25 billion of 6.125% notes due July 2039 (2039 Notes and, together with 2014 Notes and
2019 Notes, the Senior Notes). We issued the Senior Notes for general corporate purposes and for our acquisition of Sun and acquisition related
expenses.

The effective interest yields of the 2014 Notes, 2019 Notes and 2039 Notes at February 28, 2010 were 3.75%, 5.05% and 6.19%, respectively. In
September 2009, we entered into interest rate swap agreements that have the economic effect of modifying the fixed interest obligations
associated with the 2014 Notes so that the interest payable on these notes effectively became variable (1.37% at February 28, 2010; see Note 9
for additional information).

The Senior Notes rank pari passu with the Commercial Paper Notes that we have issued, any other notes we may issue in the future pursuant to
our commercial paper program and all existing and future senior indebtedness of Oracle Corporation. All existing and future liabilities of the
subsidiaries of Oracle Corporation will be effectively senior to the Senior Notes and our Commercial Paper Notes.

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

We were in compliance with all debt-related covenants at February 28, 2010. Future principal payments for all of our borrowings at February 28,
2010 were as follows: $1.9 billion in fiscal 2010, $2.3 billion in fiscal 2011, none in fiscal 2012, $1.3 billion in fiscal 2013, none in fiscal 2014
and $10.3 billion thereafter.

Revolving Credit Agreement

On March 16, 2010, our $2.0 billion, 364-Day Revolving Credit Agreement dated March 17, 2009, among Oracle; the lenders named therein;
Wachovia Bank, National Association, as administrative agent; BNP Paribas as syndication agent; the documentation agents named therein; and
Wachovia Capital Markets, LLC, and BNP Paribas Securities Corp., as joint lead arrangers and joint bookrunners (the 2009 Credit Agreement),
terminated pursuant to its terms. No debt was outstanding pursuant to the 2009 Credit Agreement as of February 28, 2010, or as of its date of
termination.
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There have been no other significant changes in our notes payable and other borrowing arrangements that were disclosed in our Annual Report
on Form 10-K for the fiscal year ended May 31, 2009.
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(Unaudited)

7. RESTRUCTURING ACTIVITIES
Sun Restructuring Plan

During the third quarter of fiscal 2010, our management approved, committed to and initiated a plan to restructure our operations due to our
acquisition of Sun (the Sun Restructuring Plan) in order to improve the cost efficiencies in our merged operations. The total estimated
restructuring costs associated with the Sun Restructuring Plan are $325 million consisting primarily of employee severance expenses, abandoned
facilities obligations and contract termination costs. The restructuring costs will be recorded to the restructuring expense line item within our
consolidated statements of operations as they are recognized. We recorded $235 million of restructuring expenses in connection with the Sun
Restructuring Plan during the three and nine months ended February 28, 2010 and we expect to incur the majority of the approximately $90
million of remaining expenses pursuant to the Sun Restructuring Plan through fiscal 2011. Any changes to the estimates of executing the Sun
Restructuring Plan will be reflected in our future results of operations.

Fiscal 2009 Oracle Restructuring Plan

During the third quarter of fiscal 2009, our management approved, committed to and initiated plans to restructure and further improve
efficiencies in our Oracle-based operations (the 2009 Plan). Our management subsequently amended the 2009 Plan to reflect additional actions
that we expect to take over the course of fiscal 2010. The total estimated restructuring costs associated with the 2009 Plan are $453 million and
will be recorded to the restructuring expense line item within our consolidated statements of operations as they are recognized. In the third
quarter and first nine months of fiscal 2010, we recorded $71 million and $232 million, respectively, of restructuring expenses for which the
substantial majority were in connection with the 2009 Plan. We expect to incur the majority of the remaining $126 million during our fourth
