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PART |
ITEM 1. BUSINESS

The Company designs, develops, markets, and sgppamputer software products with a wide varietysds, including database
management and network products, applications dpwetnt productivity tools, and end user applicatidrhe Company's principal product,
the ORACLE relational database management systeBMS"), is a SQL-based, relational database managésystem that runs on a broad
range of computers, including massively paralledjnframes, minicomputers, workstations, and perdsooraputers. The Company also off
consulting, education, support, and systems intiegraervices in support of its customers' use¢sofoftware products.

The Company was incorporated on October 29, 1986mmection with a reincorporation of the Compapyé&decessor in Delaware, which
was completed on March 12, 1987. The Company'sipahoperating subsidiary, Oracle CorporationadifGrnia corporation, was
incorporated in June 1977. Unless the context atiserrequires, the "Company" or "Oracle" refer©tacle Systems Corporation, its
predecessor and its subsidiaries. The Company aiagnits executive offices and principal facilite#s500 Oracle Parkway, Redwood City,
California 94065. Its telephone number is (415)-3060.

BACKGROUND

Computer software can be classified into two broatggories: system software and applications softwiystem software includes (1)
operating systems, which control the computer hardy(2) compilers and interpreters, which traespmbgrams into a form that can be
executed by a computer, (3) communications softwahéch permits computers to send data acrossveonletand (4) database management
systems, which are used to create, retrieve, ardifyndata stored in computers. Applications sofvautomates the performance of specific
business functions such as payroll processing,rgeleelger accounting, and inventory control.

Database management systems software permits faulsprs and applications to access data conclyrrenile protecting the data against
user and program errors and against computer aaeriefailures. Database management systems acetoseipport the data access and
management requirements of transaction processihgl@cision-support systems.

There are several types of database managemeeatsysoftware: hierarchical, network, relational] abject oriented. Hierarchical, netwo
and relational DBMSs have been widely used to sttgfieerse applications in business, engineerirgnufacturing, government, and other
applications domains. Object oriented DBMS softwiaran emerging software technology that may pemoite complex data structures to be
accessed by applications programs, although sueletadiriented systems have not yet been proveraimymsommercial environments.

In both hierarchical and network DBMS structureseng must know how and where their data is stor@dgate through the database system,
and access that data stepdtgp according to predefined sequences. Conseyusuth DBMSs are not well suited to answering ings that
were unanticipated by the programmer when the egipdins were created and therefore not specifigaltgefined in the database structure.
Also, developing and maintaining applications vgtith systems is time-consuming because the applisgirogram must be aware of the
data storage structure. Despite these limitatibiesarchical and network DBMSs, which have beerlabie since the 1960's, have been used
for many large-scale business data processingcapipins running on large mainframe computers.

In 1970, International Business Machines CorporafitBM") published a proposed theoretical modeldaelational DBMS. The

comparative advantage of a relational DBMS is tisatrs need not know how or where their data i®dtor the computer. To access data,
users simply specify what data they desire, not tworetrieve it. Relational systems navigate autizaby to the data, making database
information readily accessible by users of all eigrece levels. Regardless of how the data is dgta@red in the computer memory, the
results of database queries are always presentegkte in familiar, two-dimensional tables of roavel columns of data. Relational DBMSs
therefore have been widely used for managementrivgftion and decision-support systems which redfléséble access to data. Because they
facilitate applications development and maintenarelational DBMSs also have become widely usedhitgi-range and low-end transaction
processing environments. As their performance and



reliability have improved, relational DBMSs increagy have been chosen to support mission-critiedé processing applications.

Object oriented DBMSs are designed to support agiitins with "advanced" data management requiresneath as those of certain
engineering applications which historically havé been able to use DBMSs. As compared with relati@BMSs, object oriented DBMSs
permit more complex data structures to be defimeHeacessed by applications programs. Howeverertlyravailable object oriented
systems provide limited capabilities for the ad Hata access requirements of decision supportregsend have insufficient performance
reliability for most business transaction procegsipplications. Nevertheless, the Company beliéhvatsobject oriented techniques can be
incorporated into existing relational DBMSs with@atcrificing upward compatibility and the advantgéexisting relational DBMSs.
Merging object oriented capabilities with existirggational DBMSs would further broaden the appliigbof relational DBMSs while
providing the reliability, performance and flexibjlthat have been lacking in the object orientd&&MBs now available. While the Company
plans to incorporate object oriented technologiés future versions of the ORACLE relational DBMf®, assurance can be given that the
Company will be able to do so successfully or tmeely fashion as compared to competitive objerded DBMSs.

PRODUCT DEVELOPMENT HISTORY

In 1976, IBM published the specifications for a gley English-like command language called SQL (prorted "sequel™), with which users
define, retrieve, manipulate, and control dataeston a relational DBMS. In 1977, the Company wasied to develop a relational DBMS
using IBM's published specifications for the SQhdaage. Two years later, in June 1979, the Comjrargduced the ORACLE relational
DBMS, the first commercially available relationaBBIS. IBM's first relational product, SQL/DS, wadeased in February 1982. In 1985,
IBM announced DB2, its second relational DBMS preigdand its second product to implement SQL. SQd_become the industry standard
command language for relational DBMS products. thoDer 1986, the American National Standards uisti("ANSI") approved a standard
definition for the SQL command language, which a® adopted by the International Standards Orgéiniz ("ISO"). The SQL standard
was updated with additional capabilities in 198%] a second enhanced standard ("SQL2") was firthliz&992.

Since 1979, the Company has released several msione of the ORACLE relational DBMS, each of whantained performance and
functional enhancements. In 1992, the Companydiired Version 7 of the ORACLE relational DBMS ("ORKLE7"), which was develope
to improve the ability of the Oracle relational DEBMo support large numbers of users and highes aitransaction processing, to provide
server automation features such as DB&fffarced data integrity requirements and to permittiple computers running DBMSs of ORACI
and other vendors to cooperatively share dataetitar computers across a communications network.

PRODUCTS

The Company's products are contained within thredyxt families: Cooperative Server Technology, @ative Development Environme
and End User Applications.

Cooperative Server Technology

The Company's Cooperative Server Technology ("C®idjlucts consist of an integrated set of cooperagerver database and network
products. The principal product is the ORACLE rigiadl DBMS. The ORACLE relational DBMS gives us#re ability to define, retrieve,
manipulate, and control data stored on multiple mot®rs, using the industry standard SQL languae.QRACLE relational DBMS
provides features to support the operational requénts of on-line transaction processing ("OLTPR)imnments for high systems
availability and performance. The Oracle relatiddBIMS provides optional parallel server technoldggt further extends the scalability and
availability of CST products by allowing multipllnosely coupled or clustered machines to coopegigtizccess a logical database spread
across multiple disks. Furthermore, Version 7.thefORACLE DBMS provides optional parallel queryahilities that enable fast searching
of large amounts of data for large-scale decisimpsrt and information warehouse applications.dditton, the ORACLE relational DBMS
includes additional capabilities that allow the DBINb enforce business policies and data integuigst The ORACLE relational DBMS also
permits transparent data sharing across a comntigmisanetwork, so that applications programs arasisan access data without knowing
specifying the location of the data within the netkv Applications developed with the ORACLE relatéh DBMS are portable to a wide
variety of hardware and operating system envirorimjye&md can



be redeployed in different environments with littieno change. For a description of the Compargtwark products, see "Product Features--
Cooperative and Distributed Processing Capabilities

Cooperative Development Environment

The Company's Cooperative Development Environm&IDE") products consist of an integrated familyapplications development
productivity tools, CASE products and document m#tion products. CDE increases programmer prodtictwnd allows non-programmers
to design, develop, and maintain their own applbicet Applications built with CDE are open and e&gess data stored in the ORACLE
relational DBMS as well as certain other competitdatabases. Applications developed with CDE ar&@aple across different graphical user
interfaces, and can incorporate image, sound aié voultimedia objects.

End User Applications Products

The Company's Oracle Financial products consiandhtegrated family of end user accounting apptica products that use the ORACLE
relational DBMS and Oracle's development and decisupport tools to provide fullinction end user accounting systems, as wellsisigar
family of accounting products for government endrasalled Oracle Government Financials. The Compéso offers Oracle Manufacturil
products, which provide manufacturing companie$wlanning and control tools, and Oracle Human Ress products, which provide
users with personnel management tools. The Oracleiser applications products can be integrateld avitustomer's existing accounting
systems or other Oracle applications products.

PRODUCT FEATURES

The Company believes that the principal competisivengths of the ORACLE relational DBMS are itgthperformance and availability for
OLTP applications, its cooperative and distribytedcessing capabilities, its declarative and procaddata integrity features, its ability to
support tightly and loosely coupled parallel praieg platforms, its broad portability across diéfier computer hardware and operating
systems, and its compatibility with the SQL comméjuage.

High Performance and Availability for OLTP Environm ents

The Company participates in the on-line transagti@mtessing market with the ORACLE relational DBM&ich provides the high
performance, high availability and large databagmert that customers with OLTP environments demd@hd ORACLE relational DBMS
has repeatedly established new transaction pragppsiformance records on industry standard pedoo®m measurement tests
("benchmarks") conducted on a variety of hardwéagfqrms. The ORACLE relational DBMS also has théity to support environments
which require simultaneous OLTP and query accesis. Gapability allows organizations to use the sdata to operate and manage their
business. High availability allows on- line back-amd recovery to maximize system availability edening routine maintenance operations
without degrading normal OLTP performance.

Cooperative and Distributed Processing Capabilities

The ORACLE relational DBMS works with the Compan$®L*Net product to connect applications using@RACLE relational DBMS on
different computers running under different opermgisystems and using different network communioatiorotocols. SQL*Net supports a
client/server architecture, allowing an applicatiming the ORACLE relational DBMS and running ore @nachine to access remote
databases on other machines running the ORACLEaetd DBMS anywhere within a communications netivor

SQL*Net also supports a distributed database achite, where multiple copies of the ORACLE relasibDBMS running on multiple
physically separated computers communicate withamr¢her, permitting applications and users to viawltiple databases as if they were a
single database. This distributed architectureefgghed with functionality which makes it suitafide production OLTP distributed
applications. The same non-procedural SQL langeagenands that are used to access data in a siaigleade are used to access data in a
distributed database, and the applications and uad not know or specify the location of the detsion 5.1 of the ORACLE relational
DBMS, when introduced in 1986, was among the fishmercial relational DBMSs to support
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queries (retrieval) of data from a distributed datse. ORACLE7Y extends this distributed databadetaoture with distributed update
transactions and data replication facilities.

The Company's Oracle Open Gateway products (Ofiaalesparent Gateways, Oracle Procedural Gatewal®eacle Procedural
Developer's Kit) allow non-ORACLE DBMSs to be intatgd into a distributed database environment. $Jsan employ the SQL language to
access data stored in other relational DBMSs sadBl's DB2 as well as data stored in older higraa DBMSs or file systems. The
Company believes that the ability to access data fnon-ORACLE DBMSs from applications using the GRA relational DBMS is
attractive to customers because it preserves aniza@fion's investment in existing application sys$, and also makes it easier to migrate
existing applications and develop new applicatiosiag the ORACLE relational DBMS.

Declarative and Procedural Data Integrity Features

ORACLETY provides advanced capabilities for cengrd#fining business policies and data integritgsulvithin a database, and for automatic
enforcement of those policies and rules by the DBBIBiple data integrity rules, such as a requirdrtteat data values in one table match
values stored in another, can be specified deafatat(non-procedurally) using industry standardL.Ss@mmands. More complex business
policies can be encapsulated in "stored procedamed™database triggers,” which are collectionS@t language statements and procedural
logic statements that are stored in a databasexawiited implicitly when other database changesrocc

Support for Tightly and Loosely-Coupled Parallel Piocessing Platforms

The Parallel Server configuration of ORACLE7 pesmitultiple computers using a common operating systeaccess a single database
stored on shared disk devices. The ORACLE Par@#eler runs on hardware platforms comprised ofalsmmber of large processors
("clusters") as well as massively parallel platfsroomprised of hundreds or thousands of small gsmrs, where the processors do not share
access to common main memory. The Company belibathardware clusters and massively parallel giat§ are attractive alternatives to
traditional mainframe computers, because they cavige exceptionally high performance at signifitafower cost than mainframe systel
The Company also believes that the ability of thad® Parallel Server configuration of ORACLE7 pleit hardware clusters and massiv
parallel platforms for OLTP applications gives tbempany a significant competitive strength withpess to other DBMS suppliers.

Portability Across Computer Hardware and Operating Systems

The ORACLE relational DBMS was designed and writtemake it adaptable--"portabletb-most computer hardware and operating syst
while optimizing and taking full advantage of tha@que functional and performance capabilities aheglatform. All implementations of the
ORACLE relational DBMS--massively parallel, mainfras, minicomputers, workstations, and personal coeng--are functionally identical,
although the performance, size of database and leaitypof applications may be limited by the capacif the computer on which the
ORACLE relational DBMS is running. The portability the ORACLE relational DBMS makes it possible ¢oistomers to use different sizes
of computers from different vendors but still use same database management software on all ofthehines. This allows customers to
migrate to the most cost effective hardware plat®and protects their investment in hardware teldgydy allowing them to take advante
of new hardware innovations. The Company has pane®RACLE relational DBMS to over 100 distinchgouter hardware and operating
system environments.

Compatibility with SQL

The ORACLE relational DBMS was the first commergeilhtional DBMS to use the SQL command languadréchvwas subsequently used
commercially by IBM and other DBMS vendors. SQlaisonprocedural language, meaning that users specifibdat operations in terms
what is to be done, not how to do it. The ORACLERtienal DBMS automatically navigates through thiernal storage mechanism of the
computer to locate and then retrieve or modify dataequested. Because the ORACLE relational DBBfpns the navigation, applicatic
programs developed with the ORACLE relational DBb#® be written without regard to database strucitiierefore, applications programs
require little or no modification when the databasecture is changed, thus reducing the costefofiare development and maintenance. The
Company believes that the close compatibility @fitlhplementation of SQL in the ORACLE relational MB with both IBM and ANSI/ISO
standard SQL is a significant competitive strengitih respect to other DBMS products. Because th&OIEE relational DBMS
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has been certified by the U.S. Government's Natilmstitute of Standards and Technology ("NIST"¥alyy compliant with the 1989 SQL
standard, it is attractive to government agenaiesather organizations which choose to implemeardards-based systems. The Company is
an active participant in the industry standardsettgyment process, and develops products to comitysuch standards where appropriate.
While no assurance can be made that the ORACLEaetd DBMS will fully comply with the SQL92 standd the Company plans to
incorporate SQL92 into future versions of the ORADelational DBMS. In addition, close compatibiligith IBM's SQL makes the

ORACLE relational DBMS an attractive choice for mwmputer, workstation, and personal computer us@ishave or intend to use IBM's
relational DBMS products for their mainframes. Tigh the Company's Oracle Open Gateway products, @RfArelational DBMS users ¢
access IBM's DB2 and SQL/DS databases.

CONSULTING, EDUCATION, AND SUPPORT SERVICES

In most of its sales offices around the world, @wnpany has trained consulting and education peetavho offer consulting and education
services that help customers realize the poteotidle Company's products in meeting their infoioratnanagement needs. Consultants and
instructors supplement the Company's product offsrby providing services to assist customersarirtiplementation of applications based
on the Company's products and to ensure that cessonave the necessary training to use the Compproducts. Consulting and education
revenues represented approximately 23%, 21%, a¥td @fitotal revenues in fiscal 1994, 1993, and 1982pectively.

The Company's support services are generally pbesdd on the level of support services providihgawith the number of users
authorized to access the Company's software pred8apport revenues represented approximately ¥3&tab revenues in fiscal 1994, 19¢
and 1992.

The Company believes that its broad-based ser¥iegrgs, in conjunction with its current and plagthproduct offerings, facilitate the
transfer of technology to customers and stimulatahd for the Company's products.

SYSTEMS INTEGRATION

The Company is also in the systems integrationnassi through its subsidiary, Oracle Complex Syst@arporation ("OCSC"), and certain
of its international subsidiaries. The Companywd#h complete information systems by combining@ACLE relational DBMS and other
Oracle products with various non-Oracle hardwapemunications technologies and software, and wattous service offerings.

MARKETING AND SALES
Direct Sales Organization

In the United States, the Company markets its prisdand services primarily through its own direades and service organization, Oracle
USA. As of May 31, 1994, Oracle USA consisted df23, sales and service employees. Sales and sgraigps are based in the Company's
headquarters in Redwood City, California, and étdfioffices that, as of May 31, 1994, were locatedpproximately 35 United States
metropolitan areas.

Outside the United States, the Company markefsatducts primarily through the sales and servigmoizations of approximately 50
subsidiaries. As of May 31, 1994, the internatis®és and service groups consisted of 5,130 ety hese subsidiaries license and
support the Company's products both within theial@ountries as well as into a number of othegifpr countries. See Note 8 of Notes to
Consolidated Financial Statements for a summanpefations by geographic region.

The Company faces significant competition in theMI¥Bmarketplace, and prospective customers oftefoqpera detailed technical evaluati
or benchmark of competitive products as a parhef@BMS selection process. Technical support exeflore, a critical element in the
Company's sales process. Consequently, sales eepaiiges typically are teamed with technical supppecialists who can answer

5



technical questions, help customers run benchnagaimst competitive products, and develop prototiggabases and ORACLE-based
applications.

OEMSs, VARSs, PSils, ISVs, and Distributors

The Company also markets its products throughmalgquipment manufacturers ("OEMs"), software gaddded relicensors ("VARs"),
preferred systems integrators ("PSIs") and indepensoftware vendors ("ISVs") that combine the OREQGelational DBMS with computer
hardware or software applications packages fostedution.

The Company also markets its products through aqpidely 30 independent distributors in internasibterritories not covered by its
subsidiaries' direct sales organizations.

Additional Customer Information

Revenues from international customers (includind) @sers and resellers) amounted to approximatéty, ®3%, and 64% of the Company's
total revenues in fiscal 1994, 1993, and 1992,aethyely. See Note 8 of Notes to Consolidated Fira@rStatements for a summary of
operations by geographic region.

Revenues from most of the Company's internationasigliaries are denominated in local currenciesa 8ensequence, if the United States
dollar strengthens against any local currencybmpany's reported revenues from such countrybeithdversely affected. The Company's
international revenues also are subject to otlsks tommon to export sales, such as governmegaliatéon, political and economic
disruptions and the imposition of tariffs and ottrade barriers.

PRODUCT DEVELOPMENT

In order to meet its customers' ever-changing requents and to expand its product base, the Compasy continue to enhance its existing
products and develop new products. This developmegptires a continued high level of research amgldpment expenditures, which were
12% of total revenues during both fiscal 1994 dsdal 1993, and 13% during fiscal 1992 (in eactega®or to the effect of amounts
capitalized in accordance with Statement of Finglngtcounting Standards No. 86).

Significant areas of product development expenegumnclude the following:

--enhancing and extending the ORACLE relational DBNhcluding extending its distributed databaseabdjy, optimizing its performance
in production applications, adding additional s@gueatures, providing stored procedures and iityggonstraints, and designing object
oriented extensions which add the ability to marlagge objects, including voice, graphics, text] amore complex structures of data;

--developing and enhancing networking software pot&l including application development tools fetworks and network management
products;

--developing new and enhanced applications devedopmroductivity tools, CASE products and docunsrbmation products;

--developing and enhancing end-user applicatiortsdérOracle Financials, Oracle Government Finaacfatacle Manufacturing, and Oracle
Human Resources product families; and

--porting new versions and releases of the Compamgducts to the numerous computer models on wirioh versions and releases operate,
as well as extending the Company's products to refiketive use of new hardware technologies.
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COMPETITION

The computer software industry is intensely contjppeti The Company competes with different compamegke various markets it addresses.
The principal independent software vendor compestito the DBMS marketplace include Informix Corpara, Sybase Inc., The ASK Grot
Inc., which was acquired in June 1994 by Computsokiates International, Inc., and Progress So&warporation. In addition, hardware
systems vendors sell or license database softwighenlzsich the Company competes, including Digitguipment Corporation ("DEC"), in tl
DEC VAX minicomputer market, and IBM, in the maiafne market. The Company also competes with vadther companies in its other
product areas, including SAP in the financial aggtions market and Powersoft Corporation in theetigpment tools market, and system
integrators and consulting organizations in the@ises marketplace.

In the massively parallel, mainframe, minicompwted workstation markets, the Company believesthigamost important considerations for
end user software customers are ease of use, pradiability, quality of technical support and pei With OEM customers, product
capabilities are also important. In the personatater market, the Company believes that the pala@ompetitive factors are strength in
distribution and marketing, brand name recognitfice/performance characteristics, reliabilityiligbto link with massively parallel,
mainframe, minicomputer and workstation DBMSs, pratluct integration. The Company believes thabihpetes favorably in each of these
areas.

PRODUCT AND SERVICES REVENUES

The Company's standard end user license agreeorehef Company's products provides for an inieg fo use the product in perpetuity on a
specified computer. The Company also enters irfterdicense agreement types, typically with majudt @ser customers, which allow for the
use of the Company's products, usually restrictethé number of program copies, the number of usieesnumber of CPUs, or the license
term. Fees from licenses with standard acceptasigeds (15 days for commercial customers, and $8 @& government and telemarketing
customers) are recognized as revenue upon shipfrieate are no, or insignificant, post-deliveryligations, and payment is due within one
year. If the acceptance period is longer than stahdevenues are not recognized until the eneotceptance period. In general,
Company's products are priced based on the nunfilisiecs authorized to access the programs.

The Company generally receives sublicense fees dlistributors, OEMs, VARs, PSls, and ISVs basetherevenues generated by the
distributor, OEM, VAR, PSI or ISV. Sublicense feme typically based on a percentage of the Compdisyprice. OEM agreements may
include an initial non-refundable payment (in tbenf of an initial fee plus advance sublicense feemje or all of which is payable upon the
signing of the contract) and sublicense fees bagetie value of copies of the Company's produdsiduted by the OEM. Agreements with
VARSs typically include a development license for R_E and may include an initial noefundable payment as well. License fees are k
on the value of copies of the Company's produdidiuted by the VAR. Guaranteed sublicense feas filistributors, OEMs, VARS, PSIs,
and ISVs are recognized as revenue upon shipm#rerié are no, or insignificant, post-delivery galions, and if the terms of the agreement
are such that the payment obligation is noncargelland nonrefundable, and due within one year.-tlearanteed per-copy sublicense fees
from distributors, OEMSs, VARSs, PSls, and ISVs aeagnized as revenues when they are reported ldigtidutor, OEM, VAR, PSI or IS\

In general, the Company's support services aregbased on the level of support services providemg with the number of users
authorized to access the Company's software predMatst customers renew their support agreemenfspdt consists of technical support,
including telephone consultation on the use ofifeelucts and problem resolution, and system updatesoftware products and user
documentation. The Company generally bills supfems at the beginning of each support period, edhean annual or quarterly basis.
Support revenues are recognized ratably over theaat period.



Revenue related to consulting and education sexta@ee performed by the Company are recognizéerefiroportionately over the period
during which the applicable service is to be perfed or on a services-performed basis.

The Company's quarterly revenues reflect distinasenality. See "Management's Discussion and Aisaly$-inancial Condition and Results
of Operations."

PRODUCT PROTECTION

The Company relies on a combination of trade sgcogtyright, trademark, and other proprietary rightvs, license agreements, and tech
measures to protect its rights to its software potsl The Company does not own any issued pateptesent, but has patent applications
pending before the United States Patent and Tradie@féice.

The Company has registered "ORACLE" as a tradeinatie United States and in over 90 foreign coestand has additional registrations
pending. The Company also has registered overl8& ttademarks in the United States for other prbdames and also has registrations
pending for various product names in the UnitedeStand foreign countries.

The Company's products generally are licenseddaisers on a "right to use" basis pursuant to pgbeal license that is nontransferable and
that restricts the use of the products to the cnstts internal purposes on either a single comprtap to a maximum number of users.
Although the Company's license agreements proaibitstomer from disclosing the proprietary inforim@tcontained in the Company's
products to any other person, it is technologicpigsible for competitors of the Company to copeass of the Company's products in
violation of the Company's rights. The Company'ssneely parallel, mainframe, minicomputer and weakien products are licensed
pursuant to signed license agreements. Consisiénstandard industry practice, the Company's peiscomputer products generally are
licensed pursuant to "shrink-wrap" licenses thatrest signed by the licensee. The enforceabilityuzh shrink-wrap licenses has not been
conclusively determined by the courts. In additit laws of certain foreign countries do not pcbthe Company's proprietary rights in its
products to the same extent as do the laws of thietl States.

The Company believes that its trade secret, tradernapyright, and other proprietary rights are artpnt. However, because of the rapid
pace of technological change in the computer soéwadustry, factors such as the knowledge, abiibd experience of the Company's
personnel, brand recognition, and ongoing produgpsrt may be more significant in maintaining then@any's competitive advantages.

EMPLOYEES

As of May 31, 1994, the Company employed 12,05Btiimle persons, including 8,254 in sales and sesi615 in marketing, 1,757 in
research and development, and 1,432 in generadméhistrative positions. Of such employees, 5@2ge located in the United States and
7,036 were employed in approximately 50 other coesit

None of the Company's employees are representaddiyor union. The Company has experienced no stofipages and believes that
employee relations are good.

ITEM 2. PROPERTIES

The Company currently leases substantially altofadministrative, marketing, and research andldpweent facilities under long-term
operating leases. The Company owns the land unarits headquarters buildings, which are locateldedwood City, California, and as
discussed in Note 2 of Notes to Consolidated FiisuStatements, has capitalized certain of thedldibg leases. In addition,
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the Company has purchased land to be used foKitsubdsidiary's headquarters, and is in the proegsenstructing facilities there and at its
headquarters location. The Company also leaseg spapproximately 50 domestic office facilitiesdhghout the United States, and
approximately 120 office facilities internationally

The Company believes that its facilities are adegta its current needs and that suitable addifion substitute space will be available as
needed to accommodate expansion of the Compamsfatams. See Notes 2 and 5 of Notes to Consotidsiteancial Statements for
information regarding the Company's lease obligetio

ITEM 3. LEGAL PROCEEDINGS

Class action and derivative lawsuits were filethie United States District Court, Northern DistoétCalifornia, on and after March 29, 19!
The class actions were brought by and on behalficthasers of the Common Stock of the Company jganchasers of call options for the
Company's Common Stock) during the period Julyl®89 through September 26, 1990, and named asd#efenthe Company and certain
of its present and former officers and directofairfiffs in the class action alleged that durihg tlass period the defendants violated federal
securities laws and state common law by artifigiaiflating the price of the Company's Common St¢akd call options for the Company's
Common Stock) through alleged misrepresentatiodsandisclosures regarding the Company's actuapergpective financial condition.
The derivative lawsuits were brought by Companygldtolders, allegedly on behalf of the Company, @statertain of the Company's present
and former officers and directors. The derivativié slaimed that these officers and directors binedaheir fiduciary duties to the Company
and its stockholders through similar alleged misgspntations and nondisclosures, and by sellin@€trepany's securities while allegedly in
possession of material nonpublic information. Gailleely, the plaintiffs in the suits sought compatesy and other damages and disgorge

of profits from the individual defendants. The pliffs in the derivative suit also sought to ordamew election of directors of the Company.
An action against the Company's independent aglitmntaining allegations related to those alldgdatle class action, was filed on April 2,
1991 and was consolidated with the pending claisraand derivative lawsuits. The Court certifieglaintiff class consisting of purchasers
of Common Stock (and call options for the Commarck} of the Company during the period from July 1989 through September 26, 1€

On February 1, 1993, all parties entered into agegs to settle the class action and derivativeldts. The class agreement provided for
payment by the Company of $23.25 million in fivstadlments to a custodial account for disburserapoh order of the Court. As of May 31,
1994, all installment payments had been made. €hgative agreement provided for payment by the gamy of up to $750,000 in attorne
fees if so ordered by the Court.

On May 24, 1994, the Court issued an order appgothie class and derivative settlements. In itsottie Court awarded derivative counsel
$525,000 in attorney's fees and $69,385 in codighwfees and costs must be paid by the Compamy before August 9, 1994. On July 5,
1994, the Court dismissed the class and derivatitiens and entered final judgment in both actions.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.



ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Company are as fadlow

Name Office(s)

Lawrence J. Ellison President and Chief Executive Officer

James A. Abrahamson Chairman of the Board

Jeffrey O. Henley Executive Vice President and Chief Financial Officer

Raymond J. Lane Executive Vice President and President, Worldwide Operations

Raymond L. Ocampo, Jr. Senior Vi ce President, General Counsel and Corporate Secreta ry
Thomas A. Williams Vice Pres ident and Corporate Controller

Mr. Ellison, 49, is one of the Company's founderd has been President and Chief Executive Offitdie@Company since May 1977. He
served as Chairman of the Board from April 199@éptember 1992. Prior to 1977, Mr. Ellison sene®¥i@e President of Systems
Development at Omex Corporation, a manufacturdasgr recording devices for image processing, anaiious technical positions at
Ampex Corporation, Advanced Research Division, lanoteonics manufacturer, and Amdahl CorporationlBivi-compatible computer
manufacturer. Mr. Ellison is also a director of NeRomputer, Inc., a computer software company.

Mr. Abrahamson, 61, has been Chairman of the Bsiagk September 1992. Prior to joining the Compheyserved as Executive Vice
President for Corporate Development and, subselyi@resident of the Transportation Sector for HegglAircraft Company from October
1989 to September 1992. Mr. Abrahamson directe&trategic Defense Initiative from April 1984 urtii retired from the United States Air
Force in January 1989 at the rank of Lieutenante@dnMr. Abrahamson is also a director of West®igital Corporation, a semi-conductor
company.

Mr. Henley, 49, has been Executive Vice Presidadt@hief Financial Officer of the Company since Bai991. Before joining Oracle, he
served as Executive Vice President and Chief Fiah@ficer of Pacific Holding Company, a privatehgld company with diversified
interests in manufacturing and real estate, frorgusti 1986 to February 1991. Prior to August 1986yhs Executive Vice President and
Chief Financial Officer at Saga Corporation, a déiféied food service company, and he held varidnarce positions at Memorex
Corporation and Fairchild Camera and Instrumenp@@tion. Mr. Henley is also a director of Tricohdg., a computer hardware company.

Mr. Lane, 47, has been Executive Vice Presideth®Company and President of Worldwide OperatigmsesOctober 1993. He served as a
Senior Vice President of the Company and Presioe@tracle USA from June 1992 to September 1993oi@gbining Oracle, Mr. Lane was
a Senior Vice President and Managing Partner offbeddwide Information Services Group at Booz-All&rHamilton from July 1986 to
May 1992. He served on the Booz-Allen & HamiltdBiecutive Committee from April 1987 to May 1992ddts Board of Directors from
April 1985 to April 1988, and from April 1991 to Ma 992. From October 1983 to June 1986 he servéthasging Partner of BoaxHen &
Hamilton's Southwest Region, and from April 198@ictober 1983 he served as Principal of the InféioneSystems Practice in the western
United States. From 1977 to 1980, Mr. Lane waswasidin Vice President for EDS. Prior to 1977, h&dhearious product and marketing
positions at IBM. Mr. Lane is also a director ofdéace Designs Systems, a computer software compadya member of the Board of
Trustees of Carnegie Mellon University.

Mr. Ocampo, 41, has been Senior Vice Presidenteaé@ounsel and Corporate Secretary of the Compimeg October 1992. He was Vice
President, General Counsel and Corporate SectetamySeptember 1990 to September 1992. He serv€easral Counsel, Legal
Operations from July 1989 to August 1990, and aodiate General Counsel from July 1986 to June 19890campo was an
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attorney specializing in antitrust and complexghtion from June 1976 to July 1986, and taughtemstidgs College of the Law from August
1977 to May 1983.

Mr. Williams, 42, has been a Vice President of@lmnpany since October 1990 and Corporate Contrsithee May 1989. In the fourteen
years prior to joining Oracle, Mr. Williams heldri@us positions in the Audit Division of Arthur Aedsen & Co., an international pub
accounting firm, including Partner from Septemb@87to May 1989.
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Common Stock has been traded invéretioe-counter market and the NASDAQ National MarBystem since the
Company's initial public offering in 1986. Accordito records of the Company's transfer agent, thragany had approximately 3,300
stockholders of record as of May 31, 1994. Becanary of such shares are held by brokers and atkgtutions on behalf of stockholders,
the Company is unable to estimate the total nurabstockholders represented by these record hol@aesfollowing table sets forth the low
and high sale price of the Company's Common Stoekach of the Company's last eight fiscal quarters.

Low Hi gh
Sale Sa le
Price Pr ice
Fiscal 1993:
FirstQuarter ................ .. $7.00 $9 .57
Second Quarter ................ L. 8.69 12 .38
Third Quarter ................ . 9.44 18 19
FourthQuarter ................ ... 15.63 22 32
Fiscal 1994:
FirstQuarter ................ .. $19.88 $28 44
Second Quarter ................ L. 23.81 33 00
Third Quarter ................ . 27.25 37 75
FourthQuarter ................ ..., 26.25 35 88

On October 11, 1993, the Company effected a tweasfar stock split in the form of a 100% common stdiskdend distributed November 8,
1993 to stockholders of record as of October 29318\l per share data have been retroactivelysadilito reflect the stock split.

The Company's policy has been to reinvest earnm§md future growth. Accordingly, the Company Imas paid dividends and does not
anticipate declaring dividends on its Common Stodke foreseeable future. If the Company is natdmpliance with the financial covena

of its financing agreement with Nippon Steel Cogtamn, then the Company is restricted from makiividgénd payments by this agreement.
The Company is in compliance with these coven@gs. Note 4 of Notes to Consolidated Financial States.
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ITEM 6. SELECTED FINANCIAL DATA

Year Ended May 31,

1994 1993 1992 1991 1990
(in thousands, except per share data)
Revenues $2,001,14 7 $1,502,768 $1,178,496 $1,027,949 $916,3 90
Operating income 419,95 3 216,979 113,663 17,907 135,3 41
Net income (loss) 283,72 0 98,256 61,510 (12,401) 80,8 77
Earnings (loss) per share .9 6 .34 .22 (.05) . 30
Total assets 1,594,98 4 1,184,020 955,572 857,640 764,1 98
Short-term debt 6,89 8 10,684 16,512 180,065 42,5 01
Long-term debt 82,84 5 86,380 95,935 17,991 89,1 29
Stockholders' equity 740,55 3 528,039 435,034 344,685 336,8 13

Effective June 1, 1992, the Company adopted Stateafdosition 911, "Software Revenue Recognition," which addrefisesccounting fc
software revenues. The cumulative effect, netxfdéthe change in accounting principle was $48,800, and was charged against net
income in fiscal 1993. Fiscal 1993 net income amthiags per share before the change in accountingiple were $141,726,000 and $0.48,
respectively.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
RESULTS OF OPERATIONS

In fiscal 1994 and 1993, the Company continuednjorove its operating margins over the correspongiiy year periods due to increases in
revenue growth rates, coupled with lower operagixgenses as a percentage of revenues. The Compargrsie growth rate was 33%, 28%
and 15% in fiscal 1994, 1993, and 1992, respegtivegdles and marketing expenses continued to repré®e largest category of operating
expenses, though decreasing to 37% of revenuéscal 1994 from 43% in fiscal 1993, and 48% indist992. Cost of services as a
percentage of total revenues increased to approeimn25% of revenues in fiscal 1994, having deadan fiscal 1993 to 23% from 24% in
fiscal 1992. The Company's investment in reseanchdevelopment was 12% of revenues in both fisg@#land fiscal 1993, and 13% in
fiscal 1992, prior to the impact of capitalizedtsafre development costs. General and administratipenses as a percentage of revenues
were 7%, 8%, and 9% in fiscal 1994, 1993, and 188shectively. Overall, operating income as a pesgge of revenues increased to 21% in
fiscal 1994, from 14% in fiscal 1993, and 10% &cél 1992.

Domestic revenues increased 44% and 29% in fi@@d And 1993, respectively, while internationakrayes increased 27% in both fiscal
1994 and 1993. International revenues were nedgataffected in both fiscal 1994 and 1993 when coragdo the corresponding prior year
periods as a result of the strengthening of the do8ar against the major international currenciegernational revenues expressed in local
currency increased by approximately 34% and 28%sdal 1994 and 1993, respectively. Revenues fraeriational customers were
approximately 60%, 63%, and 64% of revenues irafi$®94, 1993, and 1992, respectively. Managemareaats that the Company's
international operations will continue to providsignificant portion of total revenues. Howevetgimational revenues will continue to be
adversely affected if the U.S. dollar strengthegeirast the major international currencies.

Quarterly revenues reflect distinct seasonalityis Beasonality, combined with uneven changes gssaid marketing expenses, created
marked fluctuations in quarterly results of operasi. Similar fluctuations may be expected in ttari; although they will be somewhat
mitigated as service revenues increase as a pagmeof total revenues. See "Quarterly Results @r&pns” below.

Effective June 1, 1992, the Company adopted Stateaid osition 91t, "Software Revenue Recognition,"” which addrefisesccounting f
software revenues. Because it was impracticablesiate prior financial statements, the Compangroexd the cumulative effect of the
change in accounting principle, in the amount 8,840,000, which is net of an income tax benef24,452,000, as a non-cash charge in its
statement of operations in the first quarter afdls1993. Additionally, it was not practicable t@gent the pro forma effect of the change in
accounting principle on the comparative prior pésio
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REVENUES:

FY94 Change FY93 Change FY92
Licenses and Other o $1,163,808 30% $-895711- 26% $709,227
Percentage of revenues 58.2% 59.6% 60.2%
Services $ 837,339 38% $ 607,057 29%  $469,269
Percentage of revenues 41.8% 40.4% 39.8%
Total revenues $2,001,147 33% $1,502,768 28% $1,178,496

LICENSES AND OTHER REVENUES. During the past thfiseal years, the Company's customer and prodise bas broadened as the
Company has increased both the number of chartmalét tuses to market its products, as well asithmber of computers and operating
systems on which its relational DBMS operates, anddditional software tools and applications petelhave been introduced. During this
period, there has been a continued increase ipeteentage of licenses for computers utilizingWihdX operating system and desktop
operating systems. License revenues for softwazd as computers utilizing the UNIX operating systecreased to 71% of license reven

in fiscal 1994 from 69% in fiscal 1993 and 62%isthl 1992. Similarly, license revenues for uselesktop computers increased from 11%
of license revenues in fiscal 1992 to 14% in fisk2®3 and 17% in fiscal 1994. License revenuesideron computers utilizing other
proprietary operating systems, including DEC mimpaiters, IBM mainframes, and other proprietary monmiputers have declined from 27%
of license revenues in fiscal 1992 to 17% in fisk293 and 12% of license revenues in fiscal 1994.

License revenues represent fees earned for gracustgmers licenses to use the Company's softwadeipts. License revenues also include
revenues from the Company's systems integratioméss and other revenues, which include documentativenues, certain software
development revenues, as well as other miscellanemenues. Excluding the systems integration lessinvhich continues to be phased
down, license and other revenues increased 3792&f#tdn fiscal 1994 and 1993, respectively. The Canybelieves that the strong revenue
growth rate in both fiscal 1994 and fiscal 1998ug primarily to an overall increase in market dechfor database products, increased m
acceptance of the Company's relational DBMS, aackased penetration in the financial and manufagjuapplications markets.

SERVICES REVENUES. Support, consulting and eduoatirvices revenues each increased in fiscal 1884993 over the corresponding
prior year levels. The Company's support revenoasiriued to constitute the largest portion of ssgirevenues, and grew 35% and 27% in
fiscal 1994 and 1993, respectively, reflecting¢batinued increase in the installed base of the [izmy's products under support contracts.
Consulting and education services likewise grew &b 31% in fiscal 1994 and 1993, respectivelthasCompany continued to expand its
services toassist customers in the use and implati@m of applications based on the Company's misdu
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OPERATING EXPENSES:

FY 94 Change FY93 Change FY9 2
Sales and Marketing $749 ,796 16% $646,027 14%  $566, 431
Percentage of revenues 3 7.5% 43.0% 48 1%
Cost of Services $499 ,213 44% $346,633 23%  $281, 562
Percentage of revenues 2 4.9% 23.1% 23 .9%
Research and Development (1) $197 ,086 35% $146,420 32% $110, 641
Percentage of revenues 9.8% 9.7% 9 4%
General and Administrative $135 ,099 10% $122,709 16%  $106, 199
Percentage of revenues 6.8% 8.2% 9 .0%
Provision for Settlement
of Litigation $ - * $ 24,000 * 8 -
Percentage of revenues 0.0% 1.6% 0 .0%

* Not meaningful

(1) Pursuant to Statement of Financial Accountitan8ards No. 86, the Company capitalized softwakeldpment costs equal to 1.9%,
2.0%, and 3.5% of total revenues during fiscal 19993, and 1992, respectively.

Similar to the trend in international revenues, @mmpany's international expenses were favoraliécsed in both fiscal 1994 and 1993 when
compared to the prior year due to changes in theevaf the U.S. dollar against certain major in&tional currencies.

SALES AND MARKETING EXPENSES. The Company contintegplace significant emphasis, both domesticatlg eternationally, on
direct sales through its own sales force. Howether Company has also began to place more emphasisuketing its products through
indirect channels in order to increase market shveinde reducing distribution costs. As a percestafjtotal revenues, sales and marketing
expenses decreased in both fiscal 1994 and 1998 edrepared to the corresponding prior years, asatrof higher revenue levels, and
controls over expenses in order to improve the Goms sales margins. Included in sales and matketipenses is the amortization of
capitalized software development costs (see below).

COST OF SERVICES. The cost of providing servicassigis largely of consulting, education, and suppersonnel expenses. As a
percentage of services revenues, cost of servicesdased to 60% in fiscal 1994, having decreas&@%o in fiscal 1993 from 60% in fiscal
1992. In fiscal 1994, the Company's service mardetweased from the prior year, in part, due tahdr percentage of service revenues t
comprised of consulting and education revenues;iwhave lower margins than the support businesselisas the effect of higher headcount
levels to support future growth. The service masginfiscal 1993 were higher than fiscal 1992 dumarily to the effect of higher support
revenues which had a higher margin than consuftimjeducation revenues.

RESEARCH AND DEVELOPMENT EXPENSES. Research ancettgpment expenses would have been 12% of totahtesein both fiscal
1994 and fiscal 1993, and 13% of total revenud®B? without the capitalization of software develgmt costs in accordance with Staten
of Financial Accounting Standards No. 86. Beforasidering the impact of software capitalizatiorse&ch and development expenses
increased
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33% in fiscal 1994 over fiscal 1993 levels, veraul6% increase in fiscal 1993 over 1992. The Compapitalized approximately
$38,067,000, $30,647,000, and $41,825,000 of coenpsaffitware development costs in fiscal 1994, 1888,1992, respectively, which
represented 16%, 17%, and 27% of total expendiforagsearch and development during those reygepériods. Amortization of
capitalized software development costs is chargesdles and marketing expenses and totalled $3931,8623,043,000, and $14,855,000 in
fiscal 1994, 1993, and 1992, respectively. The Caamypbelieves that research and development expeesliare essential to maintaining its
competitive position and expects these costs ttirmomto constitute a significant percentage oeraies.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmdhistrative expenses as a percentage of reveragsated in both fiscal
1994 and 1993 as compared to their correspondiog year periods, reflecting higher revenue lewssvell as controls over spending.

PROVISION FOR SETTLEMENT OF LITIGATION. In the tldrquarter of fiscal 1993, the Company entered ag@ements to settle
pending class action and derivative lawsuits irhexge for payments totalling $24,000,000. See RateNotes to Consolidated Financial
Statements for a description of legal proceedings.

OTHER INCOME (EXPENSE):

FY94 Change FY93 Change FY92
Other Income (Expense) $ 3,510 231% $1,062 * $(17,533)
Percentage of revenues 0.2% 0.1% (1.5%)

* Not meaningful

Changes in other income and non-operating expgnsaarily reflect fluctuations in interest incomedaexpense related to changes in cash
and debt balances and interest rates, as welraigfoexchange and other miscellaneous itemsstalfil992, non-operating expenses were
also affected by the write-off of certain fees axgenses associated with the originally proposeahfiing transaction with Nippon Steel
Corporation that was not consummated.

PROVISION FOR INCOME TAXES:

FY94 Change FY93 Change FY92

Provision for Income Taxes $ 139,743 83% $ 76,315 120% $ 34,620
Percentage of revenues 7.0% 5.1% 2.9%

Effective June 1, 1992, the Company adopted Stateafd-inancial Accounting Standards No. 109, "Aacting for Income Taxes," which
requires recognition of deferred tax liabilitiesdaassets for the expected future tax consequeriea®nts that have been included in the
financial statements or tax returns. Under thitestent, deferred tax liabilities and assets arerdened based on the difference between the
financial statement and tax bases of assets dnititiess, using enacted tax rates in effect for ylear in which the differences are expected to
reverse.

The Company's effective tax rates have historiddiffiered from the federal statutory rate primablycause of tax credits, certain Foreign
Sales Corporation income that is not taxed, states, foreign
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income taxes provided at rates greater than trerdédtatutory rate, as well as foreign lossesdbatd not be utilized. See Note 7 of Notes to
Consolidated Financial Statements.

NET INCOME AND EARNINGS PER SHARE:

FY94 Change FY93 Change FY92

Income before Cumulative
Effect of Change in

Accounting Principle $283,720 100% $141,726 130% $61,510
Percentage of revenues 14.2% 9.4% 5.2%
Net Income $ 283,720 189% $ 98,256 60% $ 61,510
Percentage of revenues 14.2% 6.5% 5.2%

Earnings Per Share:

Income before Cumulative
Effect of Change in
Accounting Principle $.96 100% $.48 126% $.22

Net Income $.96 182% $.34 56% $.22

QUARTERLY RESULTS OF OPERATIONS

Historically, the Company's business has been sahsweith the Company generally experiencing aidedh revenues in the first quarter of
each fiscal year from the final quarter of the prding fiscal year. Because the first fiscal quardrich ends in August, is typically a perioc
slow business activity in both the United Stated Baorope, the Company anticipates that the firartgu of each fiscal year will continue to
show relatively weak operating results as comp#yezich of the other quarters. Operating income lzds fluctuated significantly from
quarter to quarter as the result of quarterly rereeffuctuations, together with uneven changeslessand marketing expenses.

The following table sets forth selected unauditedrterly information for the Company's last eightél quarters. The Company believes that
all necessary adjustments (which consisted ontyoofal recurring adjustments) have been includedéramounts stated below to present
fairly the results of such periods when read injeoction with the financial statements and relatetes included elsewhere herein.

Fiscal 1994 Quarter Ended

Aug. 31 Nov. 30 Feb. 28 May 31
(in thousands, except per share data)
Revenues $398,054 $452,170 $482,790 $668,133
Operating income $ 54,755 $91,921 $103,870 $169,407
Net income $ 37,360 $62,125 $69,748 $114,487
Earnings per share $.13 $.21 $.24 $.39
Number of common and common
equivalent shares outstanding 296,012 295,932 295,770 295,220

18



F iscal 1993 Quarter Ended

Aug. 31 Nov. 30 Feb. 28 May 31
(in thousands, except per share data)
Revenues $ 306,889 $353,169 $370,095 $472,615
Operating income $16,033 $51,605  $43,829 $105,512
Net income (loss) $(33,505) $33,489  $29,162 $69,110
Earnings (loss) per share $(.12) $.11 $.10 $.23
Number of common and common
equivalent shares outstanding 290,432 292,024 294,332 295,022

LIQUIDITY AND CAPITAL RESOURCES

FY9 4 Change FY93 Change FY92
Working Capital $393,5 -1-1 -35% $29096;1 -2_;1-% $234,7 24
Cash and short-term
investments $464,7 58 30%  $357,775 103% $176,5 01
Long-term cash investments $ - - * $ 31,276 * - -

Cash provided by operating
activities $443,4 51 40%  $317,483 31% $242,3 20

Cash used for investing
activities $(269,8 88) 71%  $(158,021) 36% $(116,3 58)

Cash used for financing
activities $ (51,3 05) 111% $(24,271) (68%) $(76,4 00)

* Not meaningful

Working capital increased in both fiscal 1994 aB83 over the corresponding prior year periods, aritp due to increased cash flow from
operations, which resulted in higher cash levels.

The Company generated higher positive cash floars foperations in both fiscal 1994 and 1993, pripatiie to improved profitability and
strong cash collections.

Cash used for investing activities increased icalid994 as compared to the corresponding peritideoprior year due primarily to the
purchase of mortgage notes on buildings the Compaaypies, partnership interest and the acquistfdand discussed below, and the
acquisition of an additional 60% ownership of th&rébution entity for the Company's products ialyt Cash used for investing activities
increased in fiscal 1993 over fiscal 1992 due prilp¢o investments in short and long term castestments, which were partially offset by
lower capital spending and lower capitalized corapsbftware development costs as compared to fi982. The Company expects to
continue to invest in capital assets and capitdlszftware development activities to support isvgh.
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During fiscal 1994, the Company purchased $85.%ianibf 10.375% mortgage notes due July 31,199%®s&motes are the obligations of IV
Centrum Associates, a real estate limited partigrarich owns two buildings leased by the Companigs headquarters site. The Company
also became a 74% limited partner in IV Centrumo&sstes by making a capital contribution of appnoaiely $4 million.

The Company has the right to leave the partneiigh}996 and take full title to both buildings withtamaking further capital contributions. .
a result of the note purchases and capital corimibuthe Company has capitalized the two buildesgses, and the $89.1 million in payments
have been classified as buildings and improvements.

Additionally, during fiscal 1994, the Company eeiinto an arrangement whereby it leased an dfficieling adjacent to its headquarters
and concurrently acquired the land under the ugidind all outstanding mortgage notes for a tdt&P@.1 million. The Company has vari
options to extend the lease and to purchase theitgiat various times during the lease term. Assallt of the land and note purchases, the
Company has capitalized the building lease, an&22e1 million in payments have been classifiethad and buildings and improvements.

In addition to the above expenditures, in fiscd4,%he Company purchased land and constructioariak for an additional facility at its
headquarters site for approximately $17 million &rdl to be used for its UK subsidiary's headqusifer approximately $31 million.

The Company's Board of Directors has approveddparchase of up to 12 million shares of Common iStocthe open market to reduce the
dilutive effect of the Company's stock plans. Parguo this repurchase program, the Company puech2§ 65,000 shares of the Company's
Common Stock for approximately $81,157,000 in fid&94, and in fiscal 1993, repurchased a tot&,207,000 shares of the Company's
Common Stock for approximately $43,626,000. The gamy used cash flow from operations to repurchas€bmpany's Common Stock,
and to invest in working capital and other asse®upport its growth.

During fiscal 1994, the Company sold in a privagasaction 1,556,500 put warrants that entitlentblder of each warrant to sell one share of
Common Stock to the Company at a weighted average of $24.69 per share. Additionally, the Companychased in a private transaction
973,000 call options that entitle the Company tg bne share of Common Stock at a weighted averdge @f $31.57 per share. These put
warrants and call options expire in July and Audig85. The amount related to the Company's potaeparchase obligation under the put
warrants ($38,430,000) has been reclassified ftockbolder's equity to put warrants in the accomnypanconsolidated balance sheet.

As discussed in Note 4 of Notes to Consolidatediéial Statements, in December 1991, the Compateyezhinto an $80 million
subordinated debt agreement with Nippon Steel Gatmm ("NSC"). In connection with this agreemeahg Company also entered into a
strategic relationship with NSC to target majortoogers and industries in Japan. The subordinatetadgeement has a maturity date of
December 9, 1998. Interest is charged at LIBOR thitee-quarters of one percent, payable semi-alynnahrrears. The Company is required
to maintain certain financial covenants under tipee@ment. NSC has committed to purchase from timep@ay an ownership position of uf
twenty-five percent of Oracle Corporation Japaningirect wholly owned subsidiary of the Companythe event that shares in Oracle
Corporation Japan are sold to the public as agéam initial public offering. The per share prigethe stock would be the same as that off

in the initial public offering. NSC has agreed tmtaicquire shares of Oracle Corporation Japan libffumtwentyfive percent interest, nor a
shares of the Company, subject to certain exception
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At May 31, 1994, the Company also had outstandetiy df $9,743,000 primarily in the form of othertem payable and capital leases.

The Company anticipates that current cash balaasesgll as anticipated cash flows from operationk be sufficient to meet its working
capital needs at least through May 31, 1995.

Item 8. Financial Statements and Supplementary Data

The response to this item is submitted as a sapseation of this Form 10-K. See ltem 14.

Item 9. Changes in and Disagreements with Accountémon Accounting and Financial Disclosure
None.
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

The information regarding directors required byrt&0 is incorporated by reference from the Comsadgfinitive proxy statement for its
annual stockholders' meeting to be held on Octhbefl994.

Item 11. Executive Compensation

The information required by Item 11 is incorporabgdreference from the Company's definitive protatement for its annual stockholders'
meeting to be held on October 10, 1994. The inftionaspecified in Item 402 (k) and (I) of Regulati8-K and set forth in the Company's
definitive proxy statement for its annual stockleskl meeting to be held on October 10, 1994 isnuorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial @vners and Management

The information required by Item 12 is incorporabgdreference from the Company's definitive protatesment for its annual stockholders'
meeting to be held on October 10, 1994,

Item 13. Certain Relationships and Related Transa&ns

The information required by Item 13 is incorporabgdreference from the Company's definitive protatement for its annual stockholders'
meeting to be held on October 10, 1994.
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PART IV

Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K

Page
(@)1l. Financial Statements
The following financial statements are fil ed as a part of this report:
Report of Independent Public Accountan IS .27
Consolidated Financial Statements:
Balance Sheets as of May 31, 1 994and 1993 .............. ... . 28
Statements of Operations for t he years ended
May 31, 1994, 1993, and 1992 e . 29
Statements of Stockholders' Eq uity for the years ended
May 31, 1994, 1993, and 1992 L . 30
Statements of Cash Flows for t he years ended
May 31, 1994, 1993, and 1992 e .31
Notes to Consolidated Financia | Statements .................. .32
(@)2. Financial Statement Schedules
The following financial statement schedule s are filed as a part of this report:
Il. Amounts Receivable from Relate d Parties and Employees ............. . 44
VIII. Valuation and Qualifying Accoun S . 46
IX. Short-Term Borrowings . . ... .47
X. Supplementary Income Statement Information . .................. . 48

All other schedules are omitted because they aresqaired or the required information is shownha financial statements or notes thereto.
(a)3. Exhibits

The following exhibits are filed herewith or areamporated by reference to exhibits previouslydfidith the Commission. The Company
shall furnish copies of exhibits for a reasonabke fcovering the expense of furnishing copies) upguoest.

Exhibit

Number Exhibit Title

3.01(1) Registrant's Restated Certificate of Incorporation, as amended to March 11, 1987.
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3.02 (4) Certificate of Amendment of Certifi
3.03(1) Registrant's Bylaws, as adopted Oct
3.04 (7) Amendment to Registrant's Bylaws, d
3.05 (6) Amendment to Registrant's Bylaws, d

3.06 (6) Certificate of Designation specifyi
Registrant, filed with the Secretar

3.07 (6) Rights Agreement between Oracle Sys
3.08 (1) Specimen Certificate of Registrant’
3.09 (15) Certificate of Amendment to Oracle

3.10 (16) Amendment Number One to Rights Agre
Bank of America, N.T. & S.A.

3.11 (16) Rights Agreement dated August 1, 19

4.07 (11) Note Purchase Agreement among Nippo
Corporation, dated December 9, 1991

4.08 (11) Subordinated Note by and between Or

4.09 (11) Guaranty made by Oracle Systems Cor
and all future holders of the Subor
December 9, 1991.

4.10 (11) Preferred Strategic Relationship Ag
Oracle Corporation Japan, and Nippo

4.11 (11) Holding Warrant Agreement by and am
Inc., Nippon Steel Corporation, and

4.12 (11) Common Stock Warrant Certificate of

4.13 (11) Certificate of Designations, Prefer
Holding, Inc., dated December 9, 19

4.14 (11) Oracle Japan Warrant Agreement by a
Inc., Nippon Steel Corporation, and

4.15 (11) Common Stock Warrant Certificate of

4.16 (11) Product Activities Agreement by and
Corporation, dated December 9, 1991

cate of Incorporation, dated June 30, 1989.
ober 30, 1986.

ated January 13, 1989.

ated December 3, 1990.

ng the terms of the Series A Junior Participating P
y of State of Delaware on December 7, 1990.

tems Corporation and the Bank of America, N.T. & S.
s Common Stock.
Systems Corporation Certificate of Incorporation, d

ement dated December 3, 1990, between Oracle System

91, between Oracle Systems Corporation and Harris T

n Steel Corporation, Nippon Steel U.S.A., Oracle Sy

acle Corporation and Nippon Steel U.S.A., dated Dec
poration in favor of Nippon Steel Corporation, Nipp
dinated Note by and between Oracle Corporation and
reement by and among Oracle Systems Corporation, Or

n Steel Corporation, dated December 9, 1991.

ong Oracle Systems Corporation, Oracle Corporation,
Nippon Steel Europe B.V., dated December 9, 1991.

Oracle Japan Holding, Inc., dated December 9, 1991

ences and Rights of Series A Convertible Preferred
91.

nd among Oracle Systems Corporation, Oracle Corpora
Nippon Steel Europe B.V., dated December 9, 1991.

Oracle Corporation Japan, dated December 9, 1991.

among Oracle Systems Corporation, Oracle Corporati
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referred Stock of

A., dated December 3, 1990.

ated November 4, 1993.

s Corporation and the

rust Company of California.

stems Corporation, and Oracle

ember 9, 1991.
on Steel U.S.A,, and any
Nippon Steel U.S.A., dated

acle Corporation,

Oracle Japan Holding,

Stock of Oracle Japan

tion, Oracle Japan Holding,

on, and Nippon Steel



4.17 (11) Integration Agreement among Oracle
Japan Holding, Inc., Nippon Steel
December 9, 1991.

4.18 (11) Tax Sharing and Payment Agreement
Holding, Inc., Nippon Steel Corpor

10.01 (2) *  Registrant's Stock Option Plan (19

10.02 (2) *  Stock Option Agreement with Lawren
Stock, dated October 2, 1986.

10.03 (5) * 1990 Directors' Stock Option Plan
10.04 (9) * 1990 Executive Officers' Stock Opt
10.05 (10)* 1991 Long-Term Equity Incentive PI
10.06 (12) *  Oracle Systems Corporation Employe
10.07 (13)* 1993 Directors' Stock Option Plan
10.08 * Amendment to 1993 Directors' Stock

10.09 (4) Lease Agreement for 500 Centrum PI
May 10, 1989.

10.10 (4) Lease Agreement for 400 Centrum PI
May 10, 1989.

10.11 (5) Lease Agreement for 300 Centrum Pl
December 11, 1989.

10.12 (5) Lease Agreement for 100 Square by
Guidefront Limited dated June 8, 1

10.13 (12) *  Letter, dated July 9, 1992, from O

10.14 (14) Loan purchase and sale agreement a
August 19, 1993, the related notes

10.15 (15)* 1993 Oracle Corporation Deferred C
21.01 Subsidiaries of the Registrant.

23.01 Consent of Arthur Andersen & Co.

Systems Corporation, Oracle Corporation, Oracle Co
Corporation, Nippon Steel U.S.A., and Nippon Steel

by and between Oracle Systems Corporation, Oracle C
ation, and Nippon Steel Europe B.V., dated December
85), as amended to date, and related documents.

ce J. Ellison for the purchase of 320,000 shares of

as adopted July 30, 1990, and related documents.

ion Plan as adopted October 15, 1990, and related d
an, as adopted July 31, 1991.

e Stock Purchase Plan (1992), as adopted August 24
as adopted May 24, 1993.

Option Plan as adopted May 31, 1994.

aza Drive by and between Oracle Corporation and Cen

aza Drive by and between Oracle Corporation and Cen

aza Drive by and between Oracle Corporation and Cen

and between Oracle Corporation UK Limited, Oracle S
989.
racle Corporation to James A. Abrahamson, and amend

mong Oracle Corporation and Connecticut General Lif
, and related documents.

ompensation Plan.

rporation Japan, Oracle
Europe B.V., dated

orporation, Oracle Japan
9, 1991.

the Registrant's Common

ocuments.

, 1992.

trum V Associates dated

trum V Associates dated

trum V Associates dated

ystems Corporation and

ment, dated January 6, 1993.

e Insurance Company, dated

* Indicates management contract or compensatory @arrangement.

(1) Incorporated by reference to the Form S-1 Reggien Statement filed March 27, 1987, File No-1¥941.
(2) Incorporated by reference to the Form S-8 Regfisn Statement filed February 24, 1986, File Bi®-3536, as amended.
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(3) Incorporated by reference to the Form S-8 Resgien Statement filed September 15, 1987, File 3816749.
(4) Incorporated by reference to the Form 10-Kdfifugust 25, 1989.

(5) Incorporated by reference to the Form 10-Kdfite August 27, 1990.

(6) Incorporated by reference to the Form 8-K filedDecember 10, 1990.

(7) Incorporated by reference to the Form 10-Qift@ January 11, 1991.

(8) Incorporated by reference to the Form 10-Qifi@ April 12, 1991.

(9) Incorporated by reference to the Form 10-Kdfiten August 28, 1991.

(10) Incorporated by reference to the Form S-8 &egfion Statement filed December 23, 1991, File 3844702.
(11) Incorporated by reference to the Form 10-&dfibn January 13, 1992.

(12) Incorporated by reference to the Form 10-&dfibn January 7, 1993.

(13) Incorporated by reference to the Form 10-&dfibn July 22, 1993.

(14) Incorporated by reference to the Form 10-&dfibn September 23, 1993.

(15) Incorporated by reference to the Form 10-&dfibn January 11, 1994.

(16) Incorporated by reference to the Form 8-Adfiten February 28, 1994.

(b) Reports on Form 8-K
None.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Oracle Systems Corporation:

We have audited the accompanying consolidated balsineets of Oracle Systems Corporation (a Delagaaporation) and subsidiaries as
May 31, 1994 and 1993, and the related consolidstegdments of operations, stockholders' equitycaisth flows for each of the three yeai
the period ended May 31, 1994. These financiatstahts and the schedules referred to below anegpensibility of the company's
management. Our responsibility is to express aniopion these financial statements and schedukedlan our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of Oracle Systems
Corporation and subsidiaries as of May 31, 19941888, and the results of their operations and ttesih flows for each of the three years in
the period ended May 31, 1994, in conformity witémgrally accepted accounting principles.

As explained in Note 1 to the consolidated finahsiatements, effective June 1, 1992, the Comphapged its method of accounting for
software revenues to comply with the provisionSttement of Position 91-1, "Software Revenue Raitiog."

Our audits were made for the purpose of formingpinion on the basic financial statements takea abole. The schedules listed under |
14(a)2. are presented for purposes of complying thi¢ Securities and Exchange Commission's ruldseannot a required part of the basic
financial statements. These schedules have begersedbto the auditing procedures applied in ouitawof the basic financial statements ¢
in our opinion, fairly state in all material resggethe financial data required to be set forthahein relation to the basic financial statements
taken as a whole.

/'s/ ARTHUR ANDERSEN & CO.
San Jose, California
June 22, 1994

27



ORACLE SYSTEMS CORPORATION

CONSOLIDATED BALANCE SHEETS
AS OF MAY 31, 1994 AND 1993
(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

CURRENT ASSETS:

Cash and cash equivalents ..........

Short-term cash investments .........

Trade receivables, net of allowance for doubtfu
accounts of $39,777 in 1994 and $34,634
in1993 .................

Other receivables ..............

Prepaid and refundable income taxes .....

Prepaid expenses and supplies ........

Total currentassets . ..........

LONG-TERM CASH INVESTMENTS ............

PROPERTY,net...................

COMPUTER SOFTWARE DEVELOPMENT COSTS, net of
accumulated amortization of $107,087 in 1994 a
$71,546in1993 ...............

OTHERASSETS ...................

Totalassets . . .............

LIABILITIES AND STOCKHOLDERS'

CURRENT LIABILITIES:
Notes payable to banks ............
Current maturities of long-term debt . . . ..
Accounts payable ...............
Incometaxes ................
Accrued compensation and related benefits
Customer advances and unearned revenues
Value added tax and sales tax payable
Other accrued liabilites ..........

Total current liabilities . .......
LONG-TERMDEBT ..................
OTHER LONG-TERM LIABILITIES . .. .........
DEFERRED INCOMETAXES . .. ............
PUT WARRANTS . ...... ... . ...
COMMITMENTS (Note 5) ...............
STOCKHOLDERS' EQUITY:

Preferred stock, $.01 par value - authorized,

1,000,000 shares; outstanding: none . . .

Common stock ($.01 par value) and additional pa
in capital - authorized, 400,000,000 share

286,360,783 shares in 1994 and 284,455,798

Retained earnings ..............
Accumulated foreign currency translation adjust

Total stockholders' equity . . ... ...

Total liabilities and stockholders' equity

See notes to consolidated financial statements.

May 31,

1994 1993
SETS
.......... $ 404,810 $ 284,5
.......... 59,948 73,2
.......... 455,884 359,3
.......... 59,785 46,2
.......... 53,765 49,1
.......... 41,420 29,7
.......... 1,075,612 842,3
.......... - 31,2
.......... 378,483 189,2
nd
.......... 100,329 101,5
.......... 40,560 19,6
.......... $1,594,984 $1,184,0
EQUITY
.......... $ 551 $ 15
.......... 6,347 9,1
.......... 95,799 72,8
.......... 62,591 49,7
.......... 136,488 103,0
.......... 227,118 193,2
.......... 44,781 31,1
.......... 108,426 90,5
.......... 682,101 551,3
.......... 82,845 86,3
.......... 12,139 10,0
.......... 38,916 8,2
.......... 38,430
id
s; outstanding:
shares in 1993 .. 254,500 202,9
.......... 488,595 322,4
ments ....... (2,542) 2,6
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ORACLE SYSTEMS CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED MAY 31, 1994, 1993, AND 1992
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Year Ended May 31,

1994 1993 1992
REVENUES:
Licensesandother .............. ... $1,163,808 $895,711  $ 709, 227
ServiCes ... 837,339 607,057 469, 269
Totalrevenues . ............. ... 2,001,147 1,502,768 1,178, 496
OPERATING EXPENSES:
Salesand marketing ............. ... 749,796 646,027 566, 431
Costofservices ............... ... 499,213 346,633 281, 562
Research and development ........... ..., 197,086 146,420 110, 641
General and administrative .......... ... 135,099 122,709 106, 199
Provision for settlement of litigation .... ..., -- 24,000 --
Total operating expenses . . ....... ... 1,581,194 1,285,789 1,064, 833
Operatingincome . ............ ... 419,953 216,979 113, 663
OTHER INCOME (EXPENSE):
Interestincome ............... ..., 17,943 13,801 6, 165
Interestexpense . .............. ... (6,871) (8,961) (18, 649)
Otherexpense ................ ... (7,562) (3,778) (5, 049)
Total other income (expense) . ...... ... 3,510 1,062 17, 533)
Income before provision for income taxes a nd
cumulative effect of change in account ing principle 423,463 218,041 96, 130
PROVISION FORINCOME TAXES ............  ..... 139,743 76,315 34, 620

Income before cumulative effect of
change in accounting principle ... ... 283,720 141,726 61, 510
CUMULATIVE EFFECT ON PRIOR YEARS OF CHANGE IN
SOFTWARE REVENUE RECOGNITION METHOD, NET
OF RELATED INCOME TAX EFFECT (See Note 1) ...  ..... - (43,470) -

Netincome ............... ..., $ 283,720 $ 98,256 $ 61, 510

EARNINGS PER SHARE:
Income before cumulative effect of change

in accounting principle ......... ... $.96 $ .48 $ .22
Cumulative effect of change in accounting princ iple .. -- (.14) --
Netincome ................. ... $ .96 $.34 $ 22

COMMON AND COMMON EQUIVALENT
SHARES OUTSTANDING .............. .. ... 295,734 292,952 285, 538

See notes to consolidated financial statements.
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ORACLE SYSTEMS CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY FORHE YEARS ENDED MAY 31, 1994, 1993, AND 1992
(DOLLARS IN THOUSANDS)

Common Stock and Additional Accumulated
P aid-In Capital Foreign
L Currency
Numb er Retained  Translation
of Sh ares Amount Earnings  Adjustments Total

BALANCES, May 31,1991 ..... 272,5 94,044  $138,801 $204,302 $ 1,582 $344,685
Common stock issued under

stock option plans, net .. 3,6 97,240 6,139 - - 6,139
Common stock issued under

stock purchase plan . ... 3,5 01,876 16,100 - -- 16,100
Tax benefits from stock plans . . - 2,890 - - 2,890
Foreign currency translation

adjustments ........ -- -- -- 3,710 3,710
Netincome ........... - - 61,510 - 61,510
BALANCES, May 31,1992 ..... 279,7 93,160 163,930 265,812 5,292 435,034
Common stock issued under

stock option plans, net .. 4,8 53,262 11,032 - - 11,032
Common stock issued under

stock purchase plan . ... 3,0 16,376 20,666 - -- 20,666
Repurchase of common stock . . . (3,2 07,000) (1,987) (41,639) -- (43,626)
Tax benefits from stock plans . . - 9,272 - - 9,272
Foreign currency translation

adjustments ........ -- -- -- (2,595) (2,595)
Netincome ........... - - 98,256 - 98,256
BALANCES, May 31,1993 ..... 284,4 55,798 202,913 322,429 2,697 528,039
Common stock issued under

stock option plans, net .. 3,2 65,361 10,868 - - 10,868
Common stock issued under

stock purchase plan . ... 1,4 04,624 27,844 - -- 27,844
Reclassification of put warrant

obligations ........ - (1,381) (37,049 - (38,430)
Repurchase of common stock . . . 2,7 65,000) (2,078)  (79,079) - (81,157)
Effect of common stock dividend . -- 1,426 (1,426) - -
Tax benefits from stock plans . . - 14,908 - - 14,908
Foreign currency translation

adjustments ........ -- -- -- (5,239) (5,239)
Netincome ........... - -- 283,720 -- 283,720
BALANCES, May 31,1994 .. ... 286,3 60,783  $254,500 $488,595 $(2,542) $740,553

See notes to consolidated financial statements.
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ORACLE SYSTEMS CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MAY 31, 1994, 1993, AND 1992
(IN THOUSANDS)

Year Ended May 31,

1994 1993 1992
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $283,720 $98,256 $61,51
Adjustments to reconcile net income to net cash
provided by operating activities--
Cumulative effect of change in accounting principle -- 43,470 -
Depreciation and amortization 104,563 79,204 65,77
Provision for doubtful accounts 33,830 26,059 32,66
Provision for settlement of litigation -- 24,000 -
Increase in receivables (147,502) (39,186) (4,12
(Increase) decrease in prepaid and refunda ble taxes (4,608) 11,553 (1,71
(Increase) decrease in prepaid expenses an d supplies (11,887) 8,652 (1,76
Increase in accounts payable 23,465 11,339 12,26
Increase in income taxes 30,334 18,539 24,23
Increase in other accrued liabilities 65,632 37,145 37,48
Increase (decrease) in customer advances a nd
unearned revenues 35,049  (3,460) 13,13
Increase in deferred income taxes 28,752 401 3,65
Increase (decrease) in other non-current | iabilities 2,103 1,511 (80
Net cash provided by operating activities 443,451 317,483 242,32
CASH FLOWS FROM INVESTING ACTIVITIES:
(Increase) decrease in cash investments 44,543 (81,273) (23,21
Capital expenditures (250,650) (41,313) (46,63
Capitalization of computer software
development costs (38,067) (30,647) (41,82
Increase in other assets (25,714) (4,788) (4,68
Net cash used for investing activities (269,888) (158,021) (116,35
CASH FLOWS FROM FINANCING ACTIVITIES:
Net payments under lines of credit (987) (1,206) (140,12
Payments of capital leases (7,873) (10,825) (11,55
Borrowings under notes payable and
long-term debt -- -- 80,41
Payments of notes payable and long-term de bt - (312) (27,37
Proceeds from common stock issued 38,712 31,698 22,23
Repurchase of common stock (81,157) (43,626) -
Net cash used for financing activities (51,305) (24,271) (76,40
EFFECT OF EXCHANGE RATE CHANGES ON CASH (2,008) (3,914) 2,24
Net increase in cash and cash equivalents 120,250 131,277 51,80
CASH AND CASH EQUIVALENTS:
Beginning of year 284,560 153,283 101,48
End of year $404,810 $284,560 $153,28

See notes to consolidated financial statements.
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ORACLE SYSTEMS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organization

Oracle Systems Corporation designs, develops, rtgr&ed supports computer software products witida variety of uses, including
database management and network products, appfisadievelopment productivity tools, and end usefiegtions. The Company also offers
consulting, education, support and systems integraervices in support of its customers' usesodftware products.

Basis of Financial Statements

The consolidated financial statements include tuants of the Company and its subsidiaries. A#ircompany transactions and balances
between the companies have been eliminated.

Certain prior year amounts have been reclassifiedhform to the current year's presentation.
Foreign Currency Translation

In general, the functional currency of a foreigrei@tion is deemed to be the local country's cugre@onsequently, assets and liabilities of
operations outside the United States are transiatedJnited States dollars using current exchamaggs, and the effects of foreign currency
translation adjustments are included as a compafestockholders' equity.

The Company hedges certain portions of its expasufereign currency fluctuations through a variefystrategies and financial instruments,
including the use of forward foreign exchange cacts. At May 31, 1994, the Company had approxima&07,838,000 of forward foreign
exchange contracts outstanding used to hedge amgrany accounts of certain of its internationalssdibiries, and $54,112,000 of equity
hedges outstanding used to hedge the net assmgtah of its international subsidiaries. Gaind &sses associated with currency rate
changes on forward foreign exchange contracts tesshddge intercompany accounts are recorded clyierincome, as they offset
corresponding gains and losses on the foreign mcyrdenominated assets and liabilities being hed@ed fair value of foreign currency
contracts is estimated based on the spot rateeofdtious hedged currencies as of the end of thiedhéNet foreign exchange transaction
losses and expenses were $6,589,000, $826,008983c000 in fiscal 1994, 1993, and 1992, respdgtiamd are included in other income
and expense. Net losses on equity hedges were%2Bin fiscal 1994 and were recorded as a compafeaccumulated foreign currency
translation adjustments in stockholders' equity.

As of May 31, 1994, the fair value (and carryingoamt) of these foreign forward exchange contraceevas follows:

Contract Fair
Amount Value
Intercompany Account Hedges $107,838,000 $107,842,000
Equity Hedges $ 54,112,000 $ 51,859,000

Statements of Cash Flows

The Company paid income taxes in the amount of2ZB59000, $32,130,000, and $7,301,000, and intergrtnse of $6,887,000, $9,161,000,
and $20,318,000 during the fiscal years ended 18913, and 1992, respectively. In fiscal 1994, 128® 1992, the Company received
income tax refunds in the amount of $467,000, $2@J0 and $23,042,000, respectively. The Companghaised equipment under capital
leases in the amount of $1,702,000, $1,102,000$&8¢215,000 in fiscal 1994, 1993, and 1992, rebyy.
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Cash and Cash Investments

Substantially all of the Company's cash and casifvalents at May 31, 1994 consisted of highly l@jinvestments in time deposits of major
world banks and tax-free municipal securities waitlginal maturities or puts of 90 days or less. Tmmpany considers such investments to
be cash equivalents for purposes of the statenoéieessh flows. Short-term cash investments at Mgy1394 are stated at cost, which
approximated market value, and consisted of taxa@tenunicipal securities with original maturitiesputs of 91 days or more. There were
no cash investments with maturities greater thanyaar at May 31, 1994. No individual investmermiusity equaled or exceeded 2% of total
assets.

The Company will adopt the provisions of SFAS 1 counting for Certain Investments in Debt and Bg&ecurities,"” in the first quarter
of fiscal 1995. Adoption of this accounting pronoament in fiscal 1994 would not have had a matérighct on the Company's results of
operations or financial position.

Concentration of Credit Risk

Financial instruments which potentially subject @@mpany to concentrations of credit risk consighprily of cash investments and trade
receivables. The Company has cash investment @slibat limit investments to short term investnggatie securities. The Company
performs ongoing credit evaluations of its custdsmancial condition and the risk with respectraxe receivables is further mitigated by
the fact that the Company's customer base is hidjkirsified.

Property

Property is stated at cost. Capital leases arededat the present value of the future minimunsdgaayments at the date of acquisition.
Depreciation is computed using the straight-linghod based on estimated useful lives of the asggtdh range from three to forty years.
Capital leases and leasehold improvements are @ewidver the estimated useful lives or lease teasisppropriate.

In fiscal 1994, the Company purchased approxima&2lynillion in computer equipment and maintenare®ises from nCUBE Corporation,
the principal shareholder of which is Lawrencellls@h, President and Chief Executive Officer of tBompany, for use for a variety of
internal development and production purposes.

Software Development Costs

The Company capitalizes internally generated sofivd@velopment costs in compliance with Stateme&Rtrancial Accounting Standards
No. 86, "Accounting for the Costs of Computer Saifterto be Sold, Leased or Otherwise Marketed."t@kgation of computer softwau
development costs begins upon the establishmertbhological feasibility for the product. Capitad software development costs amou
to $38,067,000, $30,647,000, and $41,825,000 aaffis994, 1993, and 1992, respectively.

Amortization of capitalized computer software deyghent costs begins when the products are availabgeneral release to customers, and
is computed on a product-by-product basis as thatgr of: (a) the ratio of current gross revenoesifproduct to the total of current and
anticipated future gross revenues for the prodarcfh) the straight-line method over the remairgstimated economic life of the product. In
the second quarter of fiscal 1992, the Companynelee the amortization period of certain capitaligeftware development costs from two
years to three years to reflect the longer estichat®nomic life of certain of its products. Theeetfof this change in estimate was to rec
amortization expense by approximately $6,000,00@¢al 1992. Amortization amounted to $39,318,08#8,043,000, and $14,855,000 for
the fiscal years ended May 31, 1994, 1993, and , "@8pectively, and is included in sales and margetxpenses.

Long Term Debt

Based on the borrowing rates currently availabléaéoCompany for loans similar in terms and averagturities, the stated value of long ti
debt approximated market value at May 31, 1994.
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Revenue Recognition
The Company generates several types of revenugding the following:

License and Sublicense Fees. The Company's staaddrdser license agreement for the Company's pteguovides for an initial fee to use
the product in perpetuity on a specified computee Company currently offers either CPU based er bhased pricing for most products,
depending on the platform. The Company also eimiéwsother license agreement types, typically withjor end user customers, which allow
for the use of the Company's products, usuallyiotet! by the number of program copies, the nunabeisers, the number of CPUs, or the
license term. Fees from licenses with standardpdanee periods (15 days for commercial customeus$ 38 days for government and
telemarketing customers) are recognized as revapoe shipment if there are no, or insignificantstpdelivery obligations, and payment is
due within one year. If the acceptance periodrigés than standard, revenues are not recognizddhenend of the acceptance period. The
Company provides for sales returns based on histaiétes of return.

The Company generally receives sublicense fees rfesellers based on the revenues generated bggbker. Sublicense fees from resellers
are typically based on a percentage of the Compdisyprice. Reseller agreements may include #ialimon-refundable payment (in the
form of an initial fee plus advance sublicense feese or all of which is payable upon the sigrohthe contract) and sublicense fees based
on the value of copies of the Company's produdsiduted by the reseller. Guaranteed sublicenseffem resellers are recognized as
revenue upon shipment if there are no, or insigaift, post-delivery obligations, and if the terrh$he agreement are such that the payment
obligation is noncancellable and nonrefundable,dmewithin one year. Non-guaranteed per-copy sebtie fees from resellers are
recognized as revenue when they are reported hetieder.

Support Agreements. Support agreements generdllfjocghe Company to provide technical support aedain software updates to
customers. Revenue on support and software upidits is recognized ratably over the term of thepsut agreement, and is included in
services revenue in the accompanying statemergerbtions.

Consulting and Education Services. The Companyigeswconsulting and education services to its coste; revenue from such services is
generally recognized as the services are performed.

Effective June 1, 1992, the Company adopted Stateafd?osition 911, "Software Revenue Recognition," which addrefisesccounting fc
software revenues. The Company recorded the cuiveilefifect of the change in accounting principtettie amount of $43,470,000, which is
net of an income tax benefit of $24,452,000, asracash charge in its statement of operationsariitht quarter of fiscal 1993.

Income Taxes

Effective June 1, 1992, the Company adopted Stateafd-inancial Accounting Standards No. 109, "Aaating for Income Taxes, " (SFAS
109) which requires recognition of deferred takiliies and assets for the expected future taxsequences of events that have been includet
in the financial statements or tax returns. Untlex statement, deferred tax liabilities and asastsletermined based on the difference
between the financial statement and tax basessetsaand liabilities, using enacted tax ratesfiecefor the year in which the differences are
expected to reverse. The cumulative effect of adg@FAS 109 as of June 1, 1992 was not material.

Deferred income taxes are provided for timing défeces in recognizing certain income, expensegceadit items for financial reporting
purposes and tax reporting purposes. Such defgrcedhe taxes primarily relate to the methods obaating for capitalized software
development costs, the timing of recognition ota@rrevenue items, and the timing of the dedudtjof certain reserves and accruals for
income tax purposes. Tax credits reduce the pavifr income taxes when considered to be reakzabl

Earnings Per Share

On October 11, 1993, the Company effected a tweasfar stock split in the form of a 100% common stdiskdend distributed November 8,
1993 to stockholders of record as of October 29318\l per share data and numbers of common shatesre appropriate, have been
retroactively adjusted to reflect the stock split.
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Earnings per share was computed based on the wdighierage number of common and common equivakanés outstanding during the
period. Common equivalent shares are calculatedyubi treasury stock method, and represent stssggble upon the exercise of
outstanding stock options.

2. PROPERTY
Property consists of:

Year Ended May 31,

1994 1993
(in thousands)
Computer equipment . ............... L. ..., $235,237  $199,346
Furniture and fixtures .............. ... ..., 85,772 69,301
Automobiles . ............ ..o 8,202 9,313
Buildings and improvements ............ ... ..., 191,048 72,919
Land .. ... 93,757 39,667
Total . ... 614,016 390,546
Accumulated depreciation and amortization..... ... ..., (235,533) (201,308)
Property,net ................ ... $378,483  $189,238

During fiscal 1994, the Company purchased $85.%ianibf 10.375% mortgage notes due July 31,199%®s&motes are the obligations of IV
Centrum Associates, a real estate limited partigrarich owns two buildings leased by the Companigs headquarters site. The Company
also became a 74% limited partner in IV Centrumoggates by making a capital contribution of appnoiely $4 million. The Company has
the right to leave the partnership in 1996 and fakditle to both buildings without making furtheapital contributions. As a result of the
note purchases and capital contribution, the Compas capitalized the two building leases, andb8®& 1 million in payments have been
classified as buildings and improvements.

Additionally, during fiscal 1994, the Company eeiinto an arrangement whereby it leased an dfficieling adjacent to its headquarters
and concurrently acquired the land under the gldind all outstanding mortgage notes for a tdt&P@&.1 million. The Company has varic
options to extend the lease and to purchase thdifgiat various times during the lease term. Assailt of the land and note purchases, the
Company has capitalized the building lease, ané22e1 million in payments have been classifiethad and buildings and improvements.

In addition to the above expenditures, during 1id€94, the Company purchased land and construntaterials for an additional facility at
its headquarters site for approximately $17 milliord land to be used for its UK subsidiary's headgus for approximately $31 million.

Leased equipment under capital leases includetbepty at May 31, 1994 and 1993 was $43,581,000848,789,000, respectively.
Accumulated amortization of leased equipment alh slates was $32,898,000 and $29,762,000, resplyctive

As of May 31, 1994, future minimum annual leasemeants under capital leases together with theirgmtegalue were:

Year Ended May 31, (in thousands)
1995 . ... $ 7,090
1996 ... .o 2,377
1997 .o 577
1998 . ... 26

Total minimum lease payments ....... 10,070
Amounts representing interest ......... (1,022)

Present value of minimum lease payments . . $9,048
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3. NOTES PAYABLE

At May 31, 1994 and 1993, the Company had unseahed-term borrowings from banks which were pagaisi demand in the amounts of
$551,000 and $1,530,000, respectively. Interesherborrowings outstanding at May 31, 1994 rangm{6% to 19%.

4. LONG-TERM DEBT

Long-term debt consists of:

Year Ended May 31,

1994 1993
(in thousands)
Subordinateddebt . ............... ... $80,000  $80,000
Other ... ... ... .. ... o o 144 168
Capital lease obligations (See Note 2) ...... .. ..... 9,048 15,366
Total ... 89,192 95,534
Current maturities . ............... ..., (6,347)  (9,154)
Long-termdebt .................. ... $82,845  $86,380

In December 1991, the Company entered into an $B@msubordinated debt agreement with Nippon B&erporation ("NSC"). In
connection with this agreement, the Company alsered into a strategic relationship with NSC t@é&major customers and industries in
Japan. The subordinated debt agreement has a typatate of December 9, 1998. Interest is chargedB®OR plus three-quarters of one
percent, payable semi-annually in arrears. The Gow s required to maintain certain financial cawets under the agreement. NSC has
committed to purchase from the Company an ownesbgition of up to twenty-five percent of Oracler@aration Japan, an indirect wholly
owned subsidiary of the Company, in the eventshates in Oracle Corporation Japan are sold tpubbc as a part of an initial public
offering. The per share price of the stock wouldh®esame as that offered in the initial publiedfig. NSC has agreed not to acquire shares
of Oracle Corporation Japan beyond the twenty{figrcent interest, nor any shares of the Compajestito certain exceptions.

As of May 31, 1994, maturities of long-term debtqleding capital lease obligations - See Note 2) ar

Year Ended May 31, (in thousands)

1995 . ... $24

1996 . ... 26

1997 . oo 29

1998 . ... 31

1999 . ... 80,034
Total ........ .. .. .. .. ... $80,144

5. COMMITMENTS

Facilities and certain furniture and equipmentlagsed under operating leases. The Company hagguléand, having an original cost of
approximately $16,000,000, as security for the game loans covering one of the buildings at the @omw's headquarters site.
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As of May 31, 1994, future minimum annual leasermpagts (excluding the lease payments related tdadiegid facilities discussed in Note 2)
are as follows:

Year Ended May 31, (in thousands)

$71,662
58,003
45,090
37,853
32,922
81,165

Rent expense was $105,041,000, $104,796,000, an86H9000 for fiscal years 1994, 1993, and 19%heetively. Rent expense in fiscal
1994, 1993, and 1992 is net of sublease incompmbaimately $2,366,000, $2,693,000, and $2,265,08pectively.

6. STOCKHOLDERS' EQUITY
Stock Option Plans

The Company's 1985 Stock Option Plan providesHerigsuance of incentive stock options to emplopééise Company and non-qualified
options to employees, directors, consultants adedgandent contractors of the Company. Under tiester this plan, options to purchase up
to 46,671,248 shares of Common Stock were resdora@sisuance, generally are granted at not lessféiamarket value, become exercisable
as established by the Board (generally ratably marto five years), and generally expire ten gfaom the date of grant. As of May 31,
1994, options to purchase 3,719,468 shares westanding, of which 2,982,024 shares were vesteafAMay 31, 1994, there were no
options for shares of Common Stock available foure grant under this plan.

In fiscal 1991, the Company adopted both the 19®8dibrs Stock Option Plan and the 1990 Executiffec€s Stock Option Plan which
provide for the issuance of non-qualified stockiam to directors and non-qualified or incentivecktoptions to executive officers of the
Company, respectively. Under the terms of thesesplaptions to purchase up to 4,280,000 shareswin®n Stock were reserved for
issuance, generally are granted at not less thaméaket value, become exercisable as establisiidkde Board (generally ratably over four
years), and generally expire ten years from the dagrant. As of May 31, 1994, options to purchb$92,900 shares of Common Stock v
outstanding, of which 428,850 shares were vestpto@s for 962,795 shares were available for fugrent under these plans at May 31,
1994,

In fiscal 1992, the Company adopted the Long-tequity Incentive Plan which provides for the issuan non-qualified stock options and
incentive stock options, as well as stock purchiagds, stock appreciation rights (in connectiotimdptions), and long-term performance
awards to eligible employees, officers, directotmwvare also employees or consultants, and advi$ahe Company. Under the terms of this
plan, options to purchase 10,000,000 shares of GonBtock were reserved for issuance, generallgraeted at not less than fair market
value, become exercisable as established by thel§ganerally ratably over four years), and gemgatpire ten years from the date of gre
An additional 8,000,000 shares of Common Stock weserved for issuance under the plan in fisca#198 of May 31, 1994, options to
purchase 11,083,038 shares of Common Stock weséaoding, of which 2,419,912 shares were vestetio@pfor 6,142,908 shares were
available for future grant under the plan at May 394. To date, the Company has not issued aol( ptarchase rights, stock appreciation
rights or long-term performance awards under tlas.p

In fiscal 1993, the Company's Board of Directorsdd the 1993 Directors Stock Option Plan (the3LBirectors Plan") which provides f
the issuance of non-qualified stock options toidetslirectors. Under the terms of this plan, omitmpurchase 1,000,000 shares of Common
Stock were reserved for issuance, are grantedtd¢smothan fair market value, become exercisalde four years, and expire ten years from
the date of grant. Under the terms of the 1993ddirs Plan, all grants of options to purchase shaf¢he Company's Common Stock are
automatic
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and nondiscretionary. The plan provides for inisick option grants of 10,000 shares to each isdal who was an outside director on May
24,1993. In addition, the Chairman of the ExeaitBommittee of the Company's Board of Directors austematically granted options to
purchase 80,000 shares of the Company's Commohk.&ach individual who becomes an outside direaftar May 24, 1993 shall
automatically be granted options to purchase 25¢b@@es. The 1993 Directors Plan also providesubsequent stock option grants. On May
31 of each year beginning on May 31, 1994, eacsideidirector will be granted options to purcha&®@ shares of the Company's Common
Stock, provided that on such date the outside tird@s served on the Company's Board of Diredtorat least six months. In addition, each
outside director who has served as a ChairmaneoExecutive or Finance and Audit Committee of tlienany's Board of Directors will be
granted options to purchase 17,500 shares of Con8tank on May 31 of each year beginning on Mayl®B4, provided that the outside
director has served as a Chairman of any such ctieevor at least one year. As of May 31, 1994iomstto purchase 175,000 shares of
common stock were outstanding, of which 27,500 wested. Options for 825,000 shares were avaifabliture grant under this plan at
May 31, 1994,

The Company, at its discretion, may acceleratefsecisability of an option. In such cases, the @any has the right to repurchase shares
issued upon the exercise of options that were x@rcésable under the original schedule at the ésenarice paid by the stockholder should
stockholder leave the Company prior to the schebwdsting date. As of May 31, 1994, there werehares of outstanding Common Stock
subject to such repurchase rights.

The following table summarizes stock option plativity:

Sh ares Under Option
Option Prices
Balance, May 31, 1991 1 7,264,716 $ 0.02 - $12.32
Granted 5,028,900 4.32 - 10.32
Exercised ( 3,683,440) 0.02- 6.75
Canceled (654,358) 0.91- 11.69
Balance, May 31, 1992 1 7,955,818 $ 0.08 - $12.32
Granted 5,123,300 4.57 - 21.82
Exercised ( 4,830,900) 0.08 - 12.32
Canceled ( 1,075,566) 0.24 - 17.38
Balance, May 31, 1993 1 7,172,652 $ 0.16 - $21.82
Granted 4,669,600 20.56 - 36.12
Exercised ( 3,265,361) 0.16 - 19.69
Canceled ( 1,906,485) 0.23 - 34.38
Balance, May 31, 1994 1 6,670,406 $ 0.23-$36.12

Non-Plan Options

In addition to the above option plans, non-qualifs#ock options to purchase 320,000 common shaees eutstanding and vested as of May
31, 1994 at an exercise price of $0.98.

As of May 31, 1994, the Company had reserved 2419®1shares of Common Stock for the exercise abogt
Stock Purchase Plan

In October 1987, the Company adopted an EmployeekSturchase Plan (the "1987 Purchase Plan"),es®ived 16,000,000 shares of
Common Stock for issuance thereunder. In Septed#2, the plan was amended to reserve an additti@®000 shares of Common Stock
for the purpose of ensuring that sufficient shaessained available for a full allocation of shat@sll participants in the offering period en
September 30, 1992. The 1987 Purchase Plan wam#ten on September 30, 1992, and the 184,698 sshamraining became available for
issuance under the 1992 Purchase Plan.

In August 1992, the Company adopted the EmployeekSurchase Plan (1992) (the "1992 Purchase Rlamd)reserved 4,000,000 share
Common Stock for issuance thereunder. An additidr@00,000 shares of Common
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Stock were reserved for issuance under the pléindal 1994. Under the stock purchase plan, the g2omw's employees may purchase shares
of Common Stock at a price per share that is 85%efesser of the fair market value as of the dr@gp or the end of the semi-annual option
period. Through May 31, 1994, 2,631,260 shareshiead issued and 5,553,438 shares are reservagdog fssuances under this plan.

Shareholder Rights Plan

On December 3, 1990, the Board adopted a SharetRigkts Plan. Pursuant to the Plan, the Compasityilolited Preferred Stock Purchase
Rights as a dividend at the rate of one-half Rightach share of the Company's Common Stock hekddzkholders of record as of
December 31, 1990. The Board also authorized thmixe of Rights for each share of Common Stocleisafter the record date, until the
occurrence of certain specified events. The Shédeh&ights Plan was adopted to provide protediiostockholders in the event of an
unsolicited attempt to acquire the Company.

The Rights are not exercisable until the earligfi)aien days following an announcement that a@ei® group has acquired beneficial
ownership of 20% of the Company's Common Stockiotef business days (or such later date as majetermined by the Board) following
the announcement of a tender offer which wouldltéswa person or group obtaining beneficial owhgrof 20% or more of the Company's
outstanding Common Stock, subject to certain exoepithe earlier of such dates being called thisttbution Date"). The Rights are

initially exercisable for one-two thousandth offee of the Company's Series A Junior Participafiraferred Stock at a price of $125.00 per
one-two thousandth share, subject to adjustmemntieder, if (i) after the Distribution Date the Conmgas acquired in certain types of
transactions, or

(i) any person or group (with certain exceptioasjjuires beneficial ownership of 20% of the Comm@pmmon Stock, then holders of
Rights (other than the 20% holder) will be entittedeceive upon exercise of the Right, Common Isafc¢he Company (or in the case of
acquisition of the Company, Common Stock of theu&eq) having a market value of two times the eigr@rice of the Right.

The Company is entitled to redeem the Rights, f60% per Right, at the discretion of the Board o&Etors, until certain specified times. T
rights are not exercisable until the Company'squefor redemption has passed. The Company mayedgire the exchange of rights, at a
rate of one share of Common Stock, or tme-thousandth share of Series A Junior Partiaigalireferred Stock, for each Right, under cel
circumstances. The Company also has the abiligntend the Rights, subject to certain limitations.

Put Warrants

During fiscal 1994, the Company sold 1,556,500vpartrants that entitle the holder of each warrarseibone share of Common Stock to the
Company at a weighted average price of $24.69hmmes Additionally, the Company purchased 973,GDaptions that entitle the Company
to buy one share of Common Stock at a weightedageeprice of $31.57 per share. These put warratgall options expire in July and
August 1995. The amount related to the Companyengial repurchase obligation under the put was#$88,430,000) has been reclassified
from stockholder's equity to put warrants in theampanying consolidated balance sheet.

7. INCOME TAXES

Effective June 1, 1992, the Company adopted Stateafd-inancial Accounting Standards No. 109, "Aacting for Income Taxes." The
comparative income tax data provided in this fotarfor the year ended May 31, 1992 is presenteénihe provisions of APB 11.

The following is a geographical breakdown of ther@any's income before taxes and before cumulatfeeteof change in accounting
principle:
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Year Ended May 31,

(in thousands)

1994 1993 1992
Domestic $306,426 $135,029 $38,430
Foreign 117,037 83,012 57,700
Total $423,463 $218,041 $96,130

The provision for income taxes, excluding the tigat of the cumulative effect of change in accanugprinciple in fiscal 1993, consists of
the following:

Year Ended M ay 31,
(in thousands )
1994 1993 1992
Current Payable:
Federal $50,282 $27,420 $19,249
State 11,423 3,915 454
Foreign 50,620 43,142 27,720
Total current 112,325 74,477 47,423
Deferred Payable (Prepaid):
Federal 30,971 525 (13,718)
State 97 1,673 226
Foreign (3,650) (360) 689
Total deferred 27,418 1,838 (12,803)
Total $139,743 $76,315 $34,620

The provision for income taxes differs from the amibcomputed by applying the federal statutory tatdhe Company's income before taxes

and before the cumulative effect of change in anting principle as follows:

Year Ended May 31,

(in thousands)

1994 1993 1992

Tax provision at statutory rate $148,212 $74,134 $32,684
Tax credits (5,219) (5,365) (4,048)
Tax benefit of exempt FSC income (12,666) (9,533) (6,682)
State tax, net of federal benefit 7,488 3,688 680
Foreign taxes provided at rates other than

the U.S. statutory rate 284 (7,538) 5,843
Foreign losses not tax benefited 1,347 4,788 2,950
Alternative minimum tax - - 1,340
Other 297 16,141 1,853

Provision for income taxes $139,743 $76,315 $34,620
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The components of the deferred tax assets anditiiedias reflected on the balance sheet, conét$te following:

Year Ended May 31,

(in thousands)

1994 1993
Deferred Tax Liabilities:
Capitalized software development costs $(28,170) $(30,026)
State taxes (6,364) (2,917)
Depreciation and amortization - (2,490)
Other tax liabilities (19,042) (22,952)
Total Deferred Tax Liabilities (53,576) (58,385)
Deferred Tax Assets:
Reserves and accruals 31,302 28,618
Tax credit carryforwards - 30,601
Differences in timing of revenue recognition 24,651 34,148
Foreign earnings deemed repatriated 11,169 3,052
Net operating loss carryovers 6,119 10,347
Depreciation and amortization 526 -
Other tax assets 10,537 -
Total Defe rred Tax Assets 84,304 106,766
Valu ation Allowance (15,879) (7,447)
Net Def erred Tax Asset $14,849 $40,934
Recorded as:
Prepaid and refundable income taxes $53,765 $49,157
Deferred income taxes (38,916) (8,223)
$14,849 $40,934

There was no valuation allowance recorded at Mayl992. The components of the deferred (prepamrive tax provision, as reflected in
the fiscal 1992 income statement, consist of thewing:

Year Ended May 31,

(in thousands)

1992

Tax credit carryforwards $(17,971)
Capitalized software development costs 8,392
Differences in timing of revenue recognition 202
Reserves and accruals (154)
Depreciation and amortization (118)
Other (3,154)

Total $(12,803)

The Company provides United States income taxd¢b@parnings of foreign subsidiaries unless theycansidered permanently invested
outside the United States. As of May 31, 1994 ctimaulative amount of earnings upon which UnitedeStancome taxes have not been

provided are approximately $14,332,000. At May 3194, the unrecognized deferred tax liability foege earnings is approximately
$3,583,000.

Certain foreign subsidiaries of the Company haueperating loss carryforwards at May 31, 1994ling approximately $16,100,000,
which may be used to offset future taxable inconte carryforwards expire at various

41



dates; $3,000 in 1997, $8,623,000 in 1998, $5,DM0i0 1999, and the remaining balance has no diqiraAs of May 31, 1994, the
Company has recorded a gross deferred tax asattdab the loss carryforwards of $6,119,000, arelaied valuation allowance of
$1,119,000. At May 31, 1993, the deferred assetlamdelated valuation allowance attributed to leessyforwards were $10,347,000 and
$7,447,000, respectively.

As of May 31, 1993, the Company had, for tax puegos$ax credit carryforwards totaling $30,601,080May 31, 1994 there were no credit
carryforwards.

8. SEGMENT INFORMATION

The Company operates in one industry segment:atielodpment and marketing of computer software atated services. The Company's
products are marketed internationally through tbenGany's subsidiaries, with the principal subsid&alocated in continental Europe, the
United Kingdom, Canada, Australia, Asia, the MidBkest and Latin America, and distributors. Interpamy revenues are generally based on
a sublicense fee, representing a percentage ofkcand support revenues generated by non-U.Satapes from their unaffiliated customers.

The following table presents a summary of operation geographic region:

Year Ended May 31,

1994 1993 19 92

(in thousands)
Revenues from unaffiliated customers:

Domestic operations . ............ $ 814,920 $ 574,853 $ 449 ,466
International operations-
European operations ............ L. 800,373 676,021 558 267
Other international operations ....... e 385,854 251,894 170 , 763
Total international operations . . . . .. L. 1,186,227 927,915 729 ,030
Consolidated ................... $2,001,147 $1,502,768 $1,178 ,496
Intercompany revenues:
Domestic operations ............. $ 255,132 $ 183,714 $ 139 ,953
Operating income:
Domestic operations ............. S $ 309,362 $ 142,238% 54 ,023
European operations ............. L. 76,053 58,687 51 ,894
Other international operations . ....... e 34,538 16,054 7 , 746
Consolidated . .................. $ 419,953 $ 216,979 $ 113 ,663
Identifiable assets:
Domestic operations ............. $ 893,563 $ 695,325 $ 533 ,054
European operations ............. L. 514,459 359,043 330 452
Other international operations ........ L. 186,962 129,652 92 ,066
Consolidated ................... $1,594,984 $1,184,020 $ 955 572

Domestic revenues from unaffiliated customers idelaertain export sales. The following table presarsummary of total revenues
generated by geographic region after adjustmeritectode such export sales based on the locatidheofustomer:

Year Ended May 31,

1994 1993 1992

(in thousands)

Domestic revenues ................ . $ 799,654 $ 553,480 $ 429,02 6
Europeanrevenues ................ . 803,703 686,569 568,82 8
Other international revenues ........... . 397,790 262,719 180,64 2

Totalrevenues . ............... . $2,001,147 $1,502,768 $1,178,49 6
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9. LITIGATION

Class action and derivative lawsuits were filethi@ United States District Court, Northern Disto€tCalifornia, on and after March 29, 19!
The class actions were brought by and on behalficthasers of the Common Stock of the Company jganchasers of call options for the
Company's Common Stock) during the period Julyl®89 through September 26, 1990, and named asd#efenthe Company and certain
of its present and former officers and directotairféffs in the class action alleged that durihg tlass period the defendants violated federal
securities laws and state common law by atrtifigiaiflating the price of the Company's Common St¢akd call options for the Company's
Common Stock) through alleged misrepresentatiodsandisclosures regarding the Company's actuapergpective financial condition.
The derivative lawsuits were brought by Compangldtolders, allegedly on behalf of the Company, agfaiertain of the Company's present
and former officers and directors. The derivativi slaimed that these officers and directors binedcheir fiduciary duties to the Company
and its stockholders through similar alleged misgsentations and nondisclosures, and by sellin@€trepany's securities while allegedly in
possession of material nonpublic information. Gallesly, the plaintiffs in the suits sought compatesy and other damages and disgorge

of profits from the individual defendants. The pilfs in the derivative suit also sought to ordemew election of directors of the Company.
An action against the Company's independent awditmntaining allegations related to those alldgete class action, was filed on April 2,
1991 and was consolidated with the pending classraand derivative lawsuits. The Court certifieglaintiff class consisting of purchasers
of Common Stock (and call options for the Commarck} of the Company during the period from July 1989 through September 26, 1¢

On February 1, 1993, all parties entered into ageses to settle the class action and derivativelgta. The class agreement provided for
payment by the Company of $23.25 million in fivetallments to a custodial account for disburserapnt order of the Court. As of May 31,
1994, all installment payments had been made. €hgative agreement provided for payment by the gamy of up to $750,000 in attorne
fees if so ordered by the Court.

On May 24, 1994, the Court issued an order appgptfie class and derivative settlements. In itsoitie Court awarded derivative counsel
$525,000 in attorney's fees and $69,385 in codighwfees and costs must be paid by the Compamy before August 9, 1994. On July 5,
1994, the Court dismissed the class and derivatitiens and entered final judgment in both actions.

The Company is also a party to other claims aridimgng the normal course of business, the outcoiwehich, in the opinion of manageme
will not have a material adverse effect on eitter Company's consolidated results of operatiom®nsolidated financial position.
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Schedule Il

ORACLE SYSTEMS CORPORATION

AMOUNTS RECEIVABLE FROM
RELATED PARTIES AND EMPLOYEES

Balance at Balance
Beginning at End
of Period Additions Deductions  of Period (7)

Year Ended May 31, 1992:

Mike Fields (1) $500,000 - $(107,978)  $392,022
Geoff Squire (2) $498,750 - - $498,750

George Koch (3) - $100,000 - $100,000
Terrence Garnett (4) - $185,000 - $185,000

Year Ended May 31, 1993:

Mike Fields $392,022 -- $(392,022)

Geoff Squire $498,750 - $(498,750) -

George Koch $100,000 -- - $100,000
Terrence Garnett $185,000 - - $185,000

James Abrahamson (5) - $500,000 $(125,000) $375,000

Year Ended May 31, 1994:

George Koch $100,000 - $(100,000)

Terrence Garnett $185,000 - $(185,000) -

James Abrahamson $375,000 - $(125,000) $250,000
Barry Ariko (6) - $500,000  $(246,000)  $254,000

(1) The Company loaned Mr. Fields $143,000 on MayI®90 in the form of a secured promissory nate, id May 1991, for the purpose of
covering the cost of relocating his primary resterin June 1991, the Company converted this rooweedl as other borrowings made during
the year into a $500,000 promissory note, secuyedlllof Mr. Fields' personal property as well &sck options of Oracle Systems
Corporation.

Mr. Fields terminated his employment with the Compaffective May 31, 1992. Outstanding amountstdudr. Fields for bonuses and
commissions, as well as the unrealized value dbedestock options, were used to reduce the outstgrasinount of principal and accrued
interest under the note to $392,022 as of May 9921The Company forgave the remaining balancélsathuring fiscal 1993, based on the
requirement that Mr. Fields not become an empl@feecompetitor of the Company.

(2) The Company loaned Mr. Squire $498,750 on GatdB, 1989 in the form of an unsecured non-intdyearing promissory note to enable
Mr. Squire to exercise stock options for sharethefCompany's Common Stock. The original note wesahd payable on May 31, 1991. In
August 1991, the Company
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and Mr. Squire agreed to amend the note to extendue date of the note to May 31, 1992 (or uatilier termination of Mr. Squire's
employment), to secure the note with shares o€mapany's Common Stock and to provide for inteme886 per annum. In August 1992,
Company and Mr. Squire agreed to amend the nagtend the due date of the note to May 31, 1998 tamake interest applicable only to
that portion of the principal amount relating testexl stock options. Mr. Squire repaid his outstagdtban in full during fiscal 1993. Mr
Squire terminated his employment with the Compdfgctve October 28, 1993.

(3) The Company loaned Mr. Koch $100,000 on July9B1 in the form of a secured interest bearing natoceeds of which were issued for
the purpose of covering the cost of relocatingghisiary residence. The note was secured by alisopérsonal property as well as stock
options of the Company. Interest accrued at 8%apeum, and the principal and accrued interest teebe due in July 1996. In the event that
Mr. Koch exercised options and sold any resultimgn@any stock prior to repayment in full, 100% of tiet proceeds were to be paid to the
Company in repayment of the principal and accra¢erést. Mr. Koch repaid his outstanding loan ihduring fiscal 1994,

(4) The Company loaned Mr. Garnett $185,000 on kt@1, 1991 in the form of a secured interestibgarote, proceeds of which were
issued for the purpose of covering the cost ofaatiog his primary residence. The note was sedoyestock options of the Company. Interest
accrued at 8% per annum, and the principal andiaddnterest were to be due on October 21, 199%hem®vent that Mr. Garnett exercised
options and sold any resulting Company stock gaaepayment in full, 50% of the net proceeds wieree paid to the Company in repayn

of the principal and accrued interest. Mr. Garngpiaid his loan in full during fiscal 1994.

(5) The Company loaned Mr. Abrahamson $500,000 ctoléer 23, 1992 in the form of an unsecured intdyearing note, proceeds of which
were issued for the purpose of covering the costlotating his primary residence. The note accintesest at 7% per annum. The principal
and interest are due on May 31, 1996, provided gvew that if Mr. Abrahamson remains employed key@ompany, $125,000 of the
principal amount of the loan together with any aecrinterest will be forgiven on each of May 31,398lay 31, 1994, May 31, 1995 and
May 31, 1996. In the event that Mr. Abrahamson mtatily terminates his employment with the Compaonyis terminated for good cause,
the outstanding principal and any accrued intexiisbecome immediately due and payable. If Mr. Alhamson is terminated for the
convenience of the Company, then the outstandimgipal and accrued interest will be forgiven itl.fu

(6) The Company loaned Mr. Ariko $500,000 on AB] 1994 in the form of a secured interest beaniotg. The note is secured by stock
options of the Company as well as other secutitedd by Mr. Ariko. The note accrues interest at @6 annum, and the principal and accr
interest are due and payable on January 31, 189Belevent that Mr. Ariko exercises options ar$ ssy Company stock prior to repaym
in full, 50% of the net proceeds from such saldldleapaid to Oracle in repayment of the princigall accrued interest. If Mr. Ariko's
employment with the Company terminates, the priscimd all the accrued interest will become immietdljadue and payable in full. Mr.
Ariko repaid $246,000 of his outstanding balancendyfiscal 1994.

(7) Excludes two notes totalling $225,000 at May 3194 entered into between the Company and twdasmgs who are not officers of the
Company or members of the Company's Executive Mamagt Committee, proceeds of which were issueth®purpose of covering the
cost of relocating each of the individual's primeggidence.
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Schedule VIII
ORACLE SYSTEMS CORPORATION

VALUATION AND QUALIFYING ACCOUNTS

Balance at A dditions Ba lance at
Beginning Charged Translation End of
Classification of Period to Operations  Writeoffs ~ Adjustments Period

Allowance for Doubtful Accounts

Year Ended:
May 31, 1992 $50,407,000 $3 2,665,000 $(37,913,000) $ 123,000 $45 ,282,000
May 31, 1993 $45,282,000 $2 6,059,000 $(36,161,000)  $(546,000) $34 ,634,000

May 31, 1994 $34,634,000 $3 3,830,000 $(28,400,000) $(287,000) $39 , 777,000
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Schedule IX
ORACLE SYSTEMS CORPORATION

SHORT-TERM BORROWINGS
(dollars in thousands)

Weig hted
Maximum Average Ave rage
w eighted Amount Amount  Inte rest
Balance Average Outstanding Outstanding Ra te
Category of Aggregate at End | nterest During During the Durin g the
Short-Term Borrowings of Period Rate the Period Period(1) Peri 0d(2)
May 31, 1992:
Short-term borrowings
from banks $ 2,812 5.7% $164,553 $ 58,272 10 2%
May 31, 1993:
Short-term borrowings
from banks $ 1,530 10.3% $ 4,830 $ 2,728 8. 6%
May 31, 1994:
Short-term borrowings
from banks $ 551 10.4% $ 3,991 $ 1999 11 2%

(1) In fiscal 1994 and 1993, average borrowingsewkstermined based on the quarter-end amountsnodisg. In fiscal 1992, average
borrowings were determined based on the month-sraliats outstanding.

(2) The weighted average interest rate during tréogd represents the total short-term interest es@elivided by the average amount
outstanding during the period.
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Schedule X
ORACLE SYSTEMS CORPORATION
SUPPLEMENTARY INCOME STATEMENT INFORMATION

Charged to costs and expenses
Year ended May 31,

Item 1994 1993 1992

Advertising expense $ 27,227,000 $18,226,000 $23,306,000
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized, on July 27, 1994.

ORACLE SYSTEMS CORPORATION
By: LAWRENCE J. ELLISON

Lawrence J. Ellison, President

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed &ydhowing persons on behalf of the
Registrant and in the capacities and on the ddiedted.

NAME/TITLE DATE

CHIEF EXECUTIVE OFFICER AND DIRECTOR

LAWRENCE J. ELLISON July 27, 1994

Lawrence J. Ellison
EXECUTIVE VICE PRESIDENT AND CHIEF FINANCIAL OFFICE R

JEFFREY O. HENLEY July 27, 1994

Jeffrey O. Henley
CHIEF ACCOUNTING OFFICER

THOMAS A. WILLIAMS July 27, 1994

Thomas A. Williams
CHAIRMAN OF THE BOARD OF DIRECTORS

JAMES A. ABRAHAMSON July 27, 1994

James A. Abrahamson
DIRECTORS

DONALD L. LUCAS July 27, 1994

Donald L. Lucas

MICHAEL J.BOSKIN July 27, 1994

Michael J. Boskin

JOSEPH B. COSTELLO July 27, 1994

Joseph B. Costello
DELBERT W. YOCAM July 27, 1994

Delbert W. Yocam
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Amendment to 1993 Directors' Stock Option Plan
Section 5(b)(iii) of the 1993 Directors' Stock @mtiPlan (the "Plan") is hereby amended to readliraé follows:

(iii) Each individual who becomes an Outside Dicgcifter May 24, 1993, as of the date on which quenson becomes an Outside Director
shall be granted automatically an Option to purels000 shares.

Section 5(c)(i) of the Plan is hereby amended &al ia full as follows:

(i) On May 31 of each year after May 31, 1993, e@citside Director shall be granted automaticallypption to purchase 7,500 shares
provided that on such date the Outside Directorseaged on the Board for at least six months.

Section 5(c)(ii) of the Plan is hereby amendedeaarin full as follows:

(i) In addition to the Option described in Section

5(c)(i), on May 31 of each year commencing May 1394, each Outside Director that is a Chairman ®igaificant Committee or Significa
Committees shall be granted automatically an Ogtigpurchase 17,500 shares provided that on suehtlia Outside Director has served as a
Chairman of any such Significant Committee foreaist one year.
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Subsidiary

Incorporation

Oracle Systems Corporation

Oracle Corporation

Oracle (Barbados) Foreign Sales Corporation
Oracle Credit Corporation

Oracle Real Estate Corporation
Oracle China, Inc.

Oracle Taiwan, Inc.

Oracle Complex Systems Corporation
Falcon Systems, Inc.

Oracle Japan Holding, Inc.

India Holdings, Inc.

RSIB, Inc.

Oracle Datenbanksysteme Ges.m.b.H.
Oracle Belgium N.V.

Oracle Danmark A/S

Oracle Deutschland GmbH

Oracle Finland OY

Oracle France S.A.

Oracle Hellas S.A. (Greece)

Oracle Hungary Kft.

Oracle Europe Manufacturing Holdings Ltd. (Ireland)

Oracle Europe Manufacturing Limited (Ireland)
Oracle RDBMS Ireland Limited
Oracle ltalia, S.p.A.

Oracle Nederland B.V.

Oracle Norge AS

Oracle Polska, Spa. z.0.0.

Oracle Portugal - Sistemas De Informacao, Lta.
Oracle Slovenia

Oracle Iberica S.A. (Spain)

Oracle Svenska AB

Oracle Software (Switzerland) Ltd.
Oracle Corporation UK Limited
Relational Software Limited (UK)
Oracle Argentina S.A.

Oracle do Brazil Sistemas Ltda.
Oracle Caribbean, Inc.

States

Sistemas Oracle de Chile S.A.
Centro de Capacitacion Oracles Ltda.
Oracle Colombia Limitada

Oracle Centroamerica S.A.

Oracle Systems Corporation Federal I.D. # 94-289148 of 5/31/93

List of Entities:
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Country of

United States
United States
United States
United States
United States
United States
United States
United States
United States
United States
United States
United States
Austria
Belgium
Denmark
Germany
Finland
France
Greece
Hungary
Ireland
Ireland
Ireland

Italy

The Netherlands
Norway
Poland
Portugal
Yugoslavia
Spain
Sweden
Switzerland
England
England
Argentina
Brazil

Puerto Rico/United

Chile

Chile
Colombia
Costa Rica



Oracle del Peru, S.A.

Oracle Mexico S.A. de C.V.

Sistemas Oracle de Venezuela C.A.
Sistemas (Australia) Pty. Ltd.

Beijing Oracle Systems Corporation

Oracle Systems China (Hong Kong) Limited
Oracle Consulting Asia Limited

Oracle Systems Hong Kong Limited

Oracle Systems (Korea) Ltd.

Oracle Systems Malaysia Sdn. Bhd.

Oracle Systems New Zealand Ltd.

Oracle Systems (Philippines) Inc.

Oracle Systems South-East (Singapore) Pte Ltd
Oracle Systems (Thailand) Co. Ltd.

Oracle Systems Integration Ltd. (Cyprus)
Oracle Systems Ltd.

Oracle Software India Private Ltd.

Oracle Biligisayer Sistemieri Ltd. Sti. (Turkey)
Oracle Corporation Canada Inc.

La Societe D'Informatique Oracle du Quebec, Inc.

Oracle Corporation Japan
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CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our report dated Junel®@®4 included in this Form 10-K into
the Company's previously filed Registration Statenfiéle Nos. 33-3536, 33-16749, 33-44702, 33-5338953351, and 33-53355.

/'s/ Arthur Andersen & Co

San Jose, California
July 27, 1994
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