EDGAROnline

ORACLE SYSTEMS

FORM 10-K405

(Annual Report (Regulation S-K, item 405))

Filed 07/22/98 for the Period Ending 05/31/98

Address 500 ORACLE PKWY
REDWOOD CITY, CA 94065
Telephone 6505067000
CIK 0000777676
SIC Code 7372 - Prepackaged Software
Industry  Software & Programming
Sector Technology
Fiscal Year 05/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

ORACLE CORP /DE/

FORM 10-K405

(Annual Report (Regulation S-K, item 405))

Filed 7/22/1998 For Period Ending 5/31/1998

Address 500 ORACLE PKWY
REDWOOD CITY, California 94065
Telephone 650-506-7000
CIK 0000777676
Industry Software & Programming
Sector Technology
Fiscal Year 05/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON DC 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF
THE SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED MAY 31, 1998
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF
THE SECURITIES EXCHANGE ACT OF 1934

COMMISS ON FILE NUMBER: 0-14376

ORACLE CORPORATION

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

DELAWARE 94-2871189
(STATE OR OTHER JURISDICTION OF (I R.S. EMPLOYER
INCORPORATION OR ORGANIZATION) IDEN TIFICATION NO.)

500 ORACLE PARKWAY
REDWOOQOD CITY, CALIFORNIA 94065
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES, INCLUDIN&IP CODE)

(650) 506-7000
(REGISTRANT'S TELEPHONE NUMBER, INCLUDING AREA CODE

SECURITIES REGISTERED PURSUANT TO SECTION 12(B) OF THE ACT:
NONE

SECURITIES REGISTERED PURSUANT TO SECTION 12(G) OF THE ACT:
COMMON STOCK, PAR VALUE $0.01 PER SHARE
PREFERRED STOCK PURCHASE RIGHTS
(TITLE OF CLASS)

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

Indicate by check mark if disclosure of delinquidlers pursuant to Item 405 of Regulation S-K i¢ aontained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Il of this Form
10-K or any amendment to this Form 10-K. [X]

The aggregate market value of the voting stock hgldon-affiliates of the registrant as of June B#98 was $18,491,740,698. This
calculation does not reflect a determination theaspns are affiliates for any other purposes.

Number of shares of common stock outstanding dsiioé 30, 1998: 973,439,7



DOCUMENTS INCORPORATED BY REFERENCE:

Part llI--Portions of the registrant's definitiveogy statement to be issued in conjunction withigegnt's annual stockholders' meeting to be
held on October 19, 1998.




ORACLE CORPORATION

FISCAL YEAR 1998 FORM 10-K ANNUAL REPORT

TABLE OF CONTENTS

PART I.

Item 1. BUSINESS......cccivvveeiiriieeiieen.

Item 2. Properties........cccccvvvvvveeeenennnn.

Iltem 3. Legal Proceedings...........cccceeennnee

Iltem 4. Submission of Matters to a Vote of Securi
Item 4A. Executive Officers of the Registrant.....
PART II.

Item 5. Market for Registrant's Common Equity and

Item 7. Management's Discussion and Analysis of F
and Results of Operations................

Item 7A. Quantitative and Qualitative Disclosures

Iltem 8. Financial Statements and Supplementary Da

Item 9. Changes in and Disagreements with Account
and Financial Disclosure.................

PART III.

Item 10. Directors and Executive Officers of the R

Item 11. Executive Compensation...................

Item 12. Security Ownership of Certain Beneficial
Management..........ccoeveiivininnnnns

Iltem 13. Certain Relationships and Related Transac

PART IV.

Item 14. Exhibits, Financial Statement Schedules a

Signatures

PAGE
..................... 3
..................... 11
..................... 11
ty Holders........... 11
..................... 12
Related Stockholder
..................... 13
..................... 14
inancial Condition
..................... 14
about Market Risk...
@, 24
ants on Accounting
..................... 24
egistrant............ 25
..................... 25
Owners and
..................... 25
tionS.....ocoeeees 25

24



FORWARD-LOOKING STATEMENTS

In addition to historical information, this Annuakport contains forward- looking statements. THesgard-looking statements are subject to
certain risks and uncertainties that could cautgaheesults to differ materially from those refied in these forward-looking statements.
Factors that might cause such a difference inclodeare not limited to, those discussed in théigeentitied "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems--Factors That May Affect Future Results Btatket Price of Stock." Readers are
cautioned not to place undue reliance on thesed@woking statements, which reflect management'siopsmonly as of the date hereof.
Company undertakes no obligation to revise or plibtelease the results of any revision to thesedod-looking statements. Readers should
carefully review the risk factors described in atlecuments the Company files from time to timenwtite Securities and Exchange
Commission, including the Quarterly Reports on FAG¥Q to be filed by the Company in fiscal year 999

PART |
ITEM 1. BUSINESS

Oracle Corporation ("Oracle" or the "Company")he world's leading supplier of software productsifilormation management and the
world's second largest software company. The Cowipaoftware products can be categorized into thrigeary product families: Server
Technologies, Application Development and Busiressligence Tools and Business Applications. Thoenpany's Server Technologies
family of products consists of distributed databssevers, connectivity products and gateways. Tiael€8 relational database management
system ("DBMS") is the key component of Oracle'sv8eTechnologies database offering for storingnipalating and retrieving relational,
object-relational, multdimensional text, spatial, video and other typedat&. The Company's Application Development Tagolssist of a se
of software products capable of building databag@ieations for deployment in both client-servedaveb environments. Oracle also
provides a complete set of Business Intelligenoéstallowing users to report, query and analyza tiald in an operational system or data
warehouse. Oracle's Business Applications produarisist of over 45 integrated software moduledif@ncial management, supply chain
management, manufacturing, project systems, hussources and front office applications. The Com[sapincipal products run on a broad
range of computers, including mainframe, massipelsallel, clustered, symmetrical multi-processiminicomputers, workstations, personal
computers and laptop computers and over 85 diffeperating systems, including UNIX, Windows andidws NT. In addition to softwa
products, the Company offers consulting, educasapport and systems integration services in sumbats customers' use of its software
products.

The Company was incorporated on October 29, 1986mmection with a reincorporation of the Compapy&decessor in Delaware, which
was completed on March 12, 1987. The Company'sdoprimary operating subsidiary, Oracle Corporategalifornia corporation, was
incorporated in June 1977. In May 1995, Oracle Gmfion was merged into Oracle Systems Corporatidbelaware corporation, whose
name was changed to Oracle Corporation. Unlessahixt otherwise requires, the "Company" or "Qracéfers to Oracle Corporation, its
predecessor and its subsidiaries. The Company airasnits executive offices and principal facilite#s500 Oracle Parkway, Redwood City,
California 94065. Its telephone number is (650)-3060.

BACKGROUND

Information management software can be classifiegltivo broad categories:

systems software and business applications soft@gems software includes database managemeeatsyand development tools, which
enable users to create, retrieve and modify thewsitypes of data stored in a computer systeminBgs applications software automates the
performance of specific business data processinctifuns such as payroll processing, general ledgesunting and inventory control.

Database management systems software permits faul8prs and applications to access data conclyrrehile protecting the data against
user and program errors and against computer aawrefailures. Database management systems adcetoseipport the data access and
management requirements of transaction processihgl@cision-support systems.
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In 1979, the Company introduced the first commdscavailable relational database for the storimgnipulating and sharing of information.
Relational databases are often chosen to suppes thpes of systems. The first is on- line tratisagrocessing systems ("OLTP") that
process business information at high speeds froge laumbers of users. The second is data warehtheteasre designed to store large
amounts of historical or reference data (e.g., goves product goods data) which typically is usedupport the decision- making and
information needs of an enterprise. Third, database often used as application servers as a noéapsimizing the efficiency of a system
separating the applications processing functiomftbe data processing function.

Business applications software allows medium tgdagized companies to better manage, track antheimbusinesses. Typical processes
include the automation of different types of busiactivities, such as accounting tasks, salesdstig and analysis, and manufacturing.
Pre-packaged applications, such as Oracle's fashBusiness Applications, are designed to allow panies to implement business systems
much more rapidly than the time it would typicaifke to build an application internally.

The software industry typically classifies applioas into a few broad categories. Financial, Maotfiang and Human Resources applicat
enable a company to manage business informationt E¥ffice Applications and Supply Chain Managenegjlications direct and support
operations. Data Warehousing applications enaldesue analyze information that can be used faebeecision making. With the
introduction of the internet and Java-based prograpplication modules can be web-enabled and alke#s to access information or use the
applications through a simple web browser.

PRODUCT DEVELOPMENT ARCHITECTURE

Oracle's primary product development architectsifgaised on an internet computing architecturs.dniopen, network-based architecture
providing extensibility for distributed computing\eronments. There are three key components oDtiaele product architecture: 1) "plug-
in" components called cartridges that are managesid provide extensible functionality, 2) opentpcols and standardized interfaces that
enable communication among cartridges, and 3) apdrde-facto standards, including Common ObjecuRstBroker Architecture
("CORBA"), Java and HTML. Oracle's architecture wasigned to combine the robustness of the clientes architecture, the ease of use
and deployment of Web technology, and the extélitgibif object technology. Internet computing issbeharacterized as a "multi-tiered
architecture” comprised of data servers, applicairvers and any client. Typically, data servasapplication servers that store and pro
the information are managed by professional infdimnatechnology managers. The client is an easyséand manage device through which
end-users access the business application. Inteongiuting allows administrators the ability to raga applications from a central server.
This is in contrast to a client- server architeetur which each client runs and manages its owticgtipn. The Company believes that the
design of its software for internet computing hedpganizations decrease installation, maintenanddraining costs associated with
information technology.



PRODUCTS

The Company's product strategy is to deliver t@itstomers scalable solutions for a range of comguieeds: from personal and workgroup
to department and enterprise computing. The Compangducts span all of these markets and cantbgarézed into three primary product
families: Server Technologies, Application Develaprnand Business Intelligence Tools and Businegdiéaiions, as follows:

SERVER TOOLS APPLIC ATIONS

ORACLES DESIGNER FINANC IALS

ORACLE8 ENTERPRISE EDITION DEVELOPER  SUPPLY CHAIN MANAGEMENT
WEB APPLICATION SERVER JDEVELOPER MANUFA CTURING

EXPRESS SERVER REPORTS PROJEC TS
GATEWAY DISCOVERER HUMAN RESOURCES
EXPRESS FRONT OFFICE APPLICATIONS
WEB SE LF SERVICE APPLICATIONS
DATA W AREHOUSING

The Company continually enhances its existing pctgland develops new products to meet its customess-changing requirements as well
as to expand its product base. Research and develggxpenditures were 11% of total revenues @afi$998 and 10% of total revenues in
each of fiscal 1997 and 1996 (in each case prithgaffect of amounts capitalized in accordandé Btatement of Financial Accounting
Standards ("SFAS") No. 86).

SERVER TECHNOLOGIES
Products

The Company's Server Technologies product famihsists of an integrated set of database servenetwebrking products. The principal
product is the Oracle relational DBMS. The Oraelational DBMS provides users the ability to defiredrieve, manipulate and manage data
stored on multiple computers, using the industayxdard Structured Query Language ("SQL"). OraateBides additional capabilities that
allow users to manage unstructured information sisctext, spatial, video, messaging, multi-dimemsialata as well as object-relational
information. Oracle8 is based on an advanced sleadabhitecture and operates on a wide range ofWeare and operating systems. Key new
features include object-relational technology, qeggitioning, server-managed back-up and recowatyanced queuing, heterogeneous
services, index-only tables and binary large object

Beginning with the delivery of Oracle8 in June 199Tacle has offered object-oriented technologisiserver technology. Object-oriented
technology allows companies to more closely maaeir tsystems to an enterprise's business. In atbbjiented development environment,
developers can define objects (data structuresjrattiods (operations) that correspond directly basiness application. To support these
features, Oracle8 includes many new object-relatiteatures such as custom object types, methatislaipct views.

With the introduction of internet computing, ther@gany introduced Oracle Web Application Server.dr&Veb Application Server is an
opensoftware platform for developing, deploying and @ging distributed software application programssé&@hon CORBA, the Oracle W
Application Server allows distributed transactionqessing with large numbers of users and dataevidmiproving performance and lowering
incremental deployment and maintainence costs.clihent version 3.0 can support Web Servers fos®égte and Microsoft.

Oracle Express Server, acquired in 1995 as pdnfofmation Resources, Inc.'s Express family ofduts, is an advanced calculation engine
and data cache for data warehousing and On-linéyAca Processing
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("OLAP") and a key component of Oracle's servehtetogies family. Oracle Express Server integratess- departmental data, enabling
managers to view their business from a common inétion base using a multi-dimensional model. lvftes users with the ability to
integrate data from disparate systems, includitegiomal, legacy or external systems. This intagraénables new applications, such as fact-
based selling, activity-based costing and produafitability analysis to transcend the boundariéa single department.

Another component of the Server Technologies profaunily is the Oracle Open Gateway products (Grdehnsparent Gateway(R) and
Oracle Procedural Gateway(R)). These products allom+Oracle DBMSs to be integrated into a disteldutiatabase environment. Users can
employ the SQL language to access data storedhar ctlational DBMSs, such as IBM's DB2 and olderdrchical DBMSs or file systems.

Key Features

The Oracle8 relational DBMS supports a client searehitecture between application programs andldese servers, as well as a network
computing architecture among client devices, aptibo servers and database servers. Additionaligcle8 permits transparent data sharing
across a communications network so that applicatiograms and users can access data without knawisgecifying the location of the d
within the network. The Oracle8 object- relatioB&dMS provides features to support the operatioequirements of OLTP decision support
and data warehouse environments for high systemitahility and performance. The Oracle relation8NDS provides optional parallel sen
technology that further extends scalability andilabdity by allowing multiple, loosely coupled @tustered machines to access cooperatively
a logical database spread across multiple diskshé&unore, the Oracle8 DBMS provides optional gatgjuery capabilities that enable quick
searching of large amounts of data for large-sgatésion support and data warehouse applicatidms Oracle8 relational DBMS also
contains replication features that automaticallgycdata among multiple locations, providing systemthitects and application developers
with additional flexibility for managing data digiution and access throughout an enterprise.

The Company's database technology has supportedahagement of multimedia data, such as text, amtiovideo, since the introduction
Oracle 7.3. With the release of Oracle8, objeciti@hal capabilities of the Company's databasentdolgy have been extended to support
high-speed transactions, powerful decision-supgdtleading edge network computing applications.

Among the key features of the Oracle Express Semeefunctions that analyze, forecast, model akdwst-if questions of the data. The
server has built-in functions for mathematicalafinial, statistical, logical and string manipulati&xpress Server can store and manage
multidimensional arrays of data or provide diratalgsis of relational data with a sophisticatedtidirhensional caching scheme. Other key
features include the ability to structure data ays/users understand, portability to leading sgulatforms and operating systems such as
Microsoft, IBM, Digital and Hewlett-Packard, scailitlp from personal computer to mainframe, simultans accessibility to several
multidimensional databases, accessibility througibliphed Application Programming Interfaces ("ARghich include Dynamic Link
Library ("DLL"), Visual Basic custom control and Bgmic Data Exchange ("DDE"), and the ability to dxame relational and
multidimensional data through APIs which includ8@L interface to any database that complies wighQpen Database Connectivity
("ODBC") standard, native SQL support for Oraclgb&se, Ingres, Teradata, DB2 and SQLServer (bdtlasgyand Microsoft).

Applications developed with the Oracle relation&@NDS are scalable from the desktop to massivelyligh@omputers and are portable to a
wide variety of hardware and operating system emwvirents with little or no change to the underlystigicture.

APPLICATION DEVELOPMENT AND BUSINESS INTELLIGENCE T OOLS
Products

The Company provides application development teofsporting different approaches to development.ahmiodel-based approach to
development, Oracle offers two products: Oracleiies and Oracle Developer.
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Oracle Designer allows business processes to ballisnodeled and enterprise database applicatihe generated. Oracle Developer is a
4GL development tool for building database appiiat that can be deployed, unchanged, in bothtidierver and Web environments. For
Java programmers, Oracle offers Oracle JDevelopahiprovides a complete environment for writingbdgging and deploying Java across
the enterprise.

The Company also offers a suite of Business lgietice tools, Oracle Reports, Oracle DiscovererGradle Express, which provide
reporting, ad-hoc query and analysis capabilities Wwide range of users accessing data warehondetata marts.

Key Features

Model-based development in Oracle Designer alloswgtbpers to visually model their business procesBeis facilitates communication
between business users, who understand the proatehgevelopers, who are implementing a solutichégroblem. With Oracle Designer,
business users and programmers can agree on reguiebefore implementation begins. A databaseacapioin consists of two pieces-the
application, which the user interacts with, andphgsical storage in the database. Oracle Desgjtmvs developers to model both of these
visually. Also, Oracle Designer can automaticaliyeert existing applications back into models.

Oracle JDeveloper allows developers to create Usgninterfaces using JavaBeans and allows th&amez Enterprise JavaBeans for
deployment on the Oracle Application Server andi{@future) Oracle Database Server.

Oracle Discoverer features integration with Ora&éports and Oracle Express, and uniquely offersusad query prediction, connectivity to
any data source through ODBC, connectivity to amyandata source through an End User Layer (EULg@@¢ and support for MAPI.

BUSINESS APPLICATIONS
Products

Oracle's Business Applications consist of overmtBgrated software modules for financial managensemply chain management,
manufacturing, project systems, human resourcegrantloffice applications. These applications camelbusiness functionality with
innovative technologies, such as workflow and aeeehousing, to build enterprise-wide solutionsadl¥ currently provides or is in the
process of developing industry solutions for then§€lomer Packaged Goods, Energy, Telecommunicat@Bmsrnment/Higher Education,
Industrial, Financial Services and other industries

In fiscal 1997, Oracle acquired Datalogix Interaaél, Inc. ("Datalogix"), a provider of client servsolutions for process manufacturing
applications primarily to enhance the Company'srietogy offering in the Consumer Packaged Goodsstry.

In fiscal 1998, Oracle acquired Treasury Serviceg@ration ("TSC"), primarily to enhance the Comygarnechnology offering in the
Financial Services industry.

Oracle also provides a family of applications thave been specifically designed for occasionalsu€eacle Self-Service Applications. These
applications enable customers to lower the cotteif business operations by providing their cusiansuppliers and employees self-service
access to both transaction processing and selbatédess information using open, internet standards

In fiscal 1998, the Company also began deliverirgbWdeployed applications that have a "thin-cli¢#athnology based on the Oracle
Network Computing Architecture and have the po#drit reduce the costs of deployment and maintenassociated with traditional clie
server applications.



To work in conjunction with Oracle data warehoussegver products, the Oracle Data Warehousing Agafdins provide businesses different
enterprise- wide views of information required iimiormed decision making. Primary products incl@acle Financial Analyzer and Oracle
Sales Analyzer.

Key Features

Oracle provides an integrated set of applicatitols and database technologies. This enablesdh®eény to build application enhancem
within each technology layer for improved scalapiind performance. Oracle's flexible and openiagfibns architecture enables customers
to tailor the applications with minimal programmiagd integrate Oracle Applications with third paaityd legacy systems. Releases 10.7 and
11.0 of Oracle Applications are fully compliant vigear 2000 requirements.

With Web-deployed Oracle Applications, customens auce administrative and installation costs @ased with traditional two-tier
architectures by running Oracle Applications on daya-enabled Web browser.

In conjunction with Oracle Applications ReleaseQl Dracle's Business Intelligence System offelesgirstted reporting, decision support, and
corrective action system targeted to managersnbssianalysts and executives. Using ad hoc regatid focused analytical applications,
managers and analysts can discover business taeddsnhance business decision making to capitafizBe desired outcome.

CONSULTING, EDUCATION AND SUPPORT SERVICES

In most of its sales offices around the world, @mmpany has trained consulting and education paesavho 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 30%, 26% andd24étal revenues in fiscal 1998, 1997 and 19886pectively.

The Company offers a wide range of support sentlzasinclude on-site, telephone or internet actessipport personnel as well as software
updates. Telephone support is provided by loc@tedfas well as Oracle's five global support cerdeound the world. The prices of the
Company's support services are generally basekedievel of support services provided and the nurobasers authorized to access the
Company's software products. Support revenuessepted approximately 25%, 23% and 21% of totalmaes in fiscal 1998, 1997 and
1996, respectively.

The Company believes that its broad-based serfiearms and its current and planned product ofigsifacilitate the transfer of technology
to customers and stimulate demand for the Compangtiucts.

MARKETING AND SALES
Direct and Indirect Sales Organization

In the United States, the Company markets its prisdand services primarily through its own direades and service organization. Sales and
service groups are based in the Company's headguartRedwood City, California, and in field off&that, as of May 31, 1998, were
located in approximately 80 metropolitan areas iwithe United States.

Outside the United States, the Company markefsatducts primarily through the sales and servigmoizations of approximately 60
subsidiaries. These subsidiaries license and stugCompany's products both within their localmivies and certain other foreign count
where the Company does not operate through a diades subsidiary. See Note 8 of Notes to Congelidainancial Statements for a
summary of operations by geographic region.



The Company also markets its products through vatiged relicensors, hardware providers, systeragrators and independent software
vendors that combine the Oracle relational DBM$iaption development tools and business applioatieith computer hardware or
software application packages for redistribution.

Additionally, the Company markets its products tigb independent distributors in international teriés not covered by its subsidiaries'
direct sales organizations.

As of May 31, 1998, in the United States, the Camypamployed 12,819 sales, service and marketindames, while the international sal
service and marketing groups consisted of 15,591l@&yees.

Additional Customer Information

Revenues from international customers (including) @sers and resellers) amounted to approximatety, 3% and 57% of the Company's
total revenues in fiscal 1998, 1997 and 1996, retspdy. See Note 8 of Notes to Consolidated Fingrstatements for a summary of
operations by geographic region.

COMPETITION

The computer software industry is intensely contipetiand rapidly evolving. The Company competegarious markets. Prospective
customers often perform a detailed technical evamlnaf competitive products as a part of the DBM&tware development tools and
applications software selection process. Techmsigpport is therefore a critical element in the Canys sales and delivery process.
Consequently, sales representatives typicallyeameéd with technical sales consultants who canem&ehnical questions, help customers
run benchmarks against competitive products andldp\prototype databases and Oracle-based apphisati

The principal independent software competitordisDBMS marketplace include Computer Associatesrihattional, Inc., Informix
Corporation, Microsoft Corporation, Progress Sofev@orporation, Software AG and Sybase Inc. Inibekgroup and personal DBMS
marketplace, the Company competes with severakaesioftware vendors, including Microsoft Corparati In addition, hardware systems
vendors sell or license database software with lvtlie Company competes, including InternationaliiBess Machines Corporation. In the
application development and business intelligenotstmarket, the Company competes primarily witldi Basic, a product owned by
Microsoft Corporation, PowerBuilder, a product owr®y Sybase, Inc., and Forte Software, Inc. The @om also competes in the business
applications software market. Competitors inclutie Baan Company, J.D. Edwards, Peoplesoft, IncS#il Aktiengeschellschaft in the
financial, manufacturing and human resources a@itics markets. In the data warehousing marketCtimapany's OLAP products compete
with those of Arbor Software Corporation, Busin€ssgects, S. A., Cognos, Inc., Hyperion Solutiond Red Brick Systems, Inc. The
Company also competes with systems integrator&€ansulting organizations in the services marketplac

In the enterprise market, the Company believesti®aimost important considerations for end usemwso€ customers are performance,
functionality, product reliability, ease of use atjty of technical support and total cost of owmgps including initial price and deployment
costs as well as ongoing maintenance costs. lweikgroup market, the Company believes that thecgral competitive factors are strength
in distribution and marketing, brand name recognitprice/performance characteristics, ease ofalskty to link with enterprise systems ¢
product integration. The Company believes thabitpetes effectively in each of these markets, atjhahe competition is intense in each
market.

PRODUCT AND SERVICES REVENUES

The Company's standard end user license agreeorehef Company's products provides for an ini fo use the product in perpetuity up
to a maximum number of users. The Company alsa®mt® other license agreement types, typicaljrvwnajor end user customers, which
allow for the use of the Company's products, uguattricted by the number of employees, the nurobasers, or the license term. Fees f
licenses are



recognized as revenue upon contract executionjgedwall shipment obligations have been met, feediged and determinable and
collection is probable. Fees from licenses sol@tiogr with consulting services are generally reciaghupon shipment provided that the
above criteria have been met and payment of teadie fees is not dependent upon the performartbe abnsulting services. In instances
where the aforementioned criteria have not been Ina¢t the license and consulting fees are recegnimder the percentage of completion
method of contract accounting.

The Company receives sublicense fees from its @rallilance members (value- added relicensors, harewproviders, systems integrators
and independent software vendors) based on thizenbés granted by the Oracle Alliance member.iGerde fees typically are based on a
percentage of the Company's list price and arergpeecognized as they are reported by the resell

In general, the Company prices its support serviesgd on the level of support services provideithe number of users authorized to
access the Company's software products. Most cestopurchase support initially and renew their supggreements annually. Support
usually consists of two parts: (1) technical supgdocluding telephone consultation on the usénefgiroducts and problem resolution; and (2)
system updates for software products and end wsemaentation. The Company generally bills suppeesfat the beginning of each support
period. Support revenues are recognized ratablytheecontract period.

Revenues related to consulting and education srvacbe performed by the Company generally a@grézed over the period during which
the applicable service is to be performed or oergises-performed basis.

The Company's quarterly revenues and expensestrdifdinct seasonality. See "Management's Disoansand Analysis of Financial
Condition and Results of Operations."

PRODUCT PROTECTION

The Company relies on a combination of trade sgcogtyright, patent, trademark and other propnetarintellectual property rights laws,
license agreements and technical measures to pitsteights in its software products. The Compamns several issued patents and has
numerous patent applications pending before théedr8tates Patent and Trademark Office.

The Company has registered "ORACLE" as a tradeinatie United States and in over 110 foreign caestand has additional registrations
pending. The Company also has registered overt&s ttademarks in the United States for other prbdames and also has registration
applications pending for products and services saméhe United States and foreign countries.

The Company's products generally are licenseddaisers on a "right to use" basis pursuant to #ransferable perpetual license that
restricts the use of the products to the custoropesations based on some factor used to approxithatcustomer's usage of the products,
such as the number of computers or the numberavuélthough the Company's license agreementsipt@hcustomer from disclosing the
proprietary information contained in the Compamy@ducts to any other person, it is technologicptigsible for competitors of the Compe

to copy aspects of the Company's products in vaatf the Company's rights. The Company's prodagenerally licensed pursuant to
signed license agreements, or may be licensed girsu "shrink-wrap" licenses that are not signgdhe licensee. The enforceability of such
shrink-wrap licenses has not been conclusivelyrdeted in all jurisdictions. The Company also disites certain of its workgroup products
through the internet pursuant to on-line licenves are acknowledged by the licensee. The enfoilitgalf such licenses has not yet been
determined by the courts. In addition, the lawsartain foreign countries do not protect the Comyfsaproprietary rights in its products to the
same extent as do the laws of the United States.

The Company believes that its trade secret, copyrigatent, trademark and other proprietary anelledtual property rights are important.
However, because of the rapid pace of technologitahge in the computer software industry, facsah as the knowledge, ability and
experience of the Company's personnel, brand
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recognition and ongoing product support may be ms@eificant in maintaining the Company's compeditadvantages.
EMPLOYEES

As of May 31, 1998, the Company employed 36,80Rtfie persons, including 27,523 in sales and ses;i887 in marketing, 4,826 in
research and development and 3,566 in generaldmihistrative positions. Of such employees, 18,88%e located in the United States and
18,463 were employed in approximately 60 other téesoutside the United States.

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

ITEM 2. PROPERTIES

The Company's headquarters facilities consist pf@pmately 2,200,000 square feet of office fai@htin Redwood City, California, of which
1,700,000 square feet is located in seven buildifige Company owns two of the buildings, and asudised in Footnote 2 of Notes to the
Consolidated Financial Statements, has recordediditional four buildings as capital leases andarasption to acquire the remaining
building. The Company also owns the land under efthese seven buildings.

In addition, the Company has purchased land in Nampshire, the United Kingdom, India and Australm constructed facilities of 72,000
square feet in New Hampshire and 300,000 squatddieits United Kingdom headquarters. Constructidan additional 100,000 square feet
is underway in the United Kingdom. In fiscal 19@8nstruction will start for 75,000 square feetndib and 120,000 square feet in Australia.

The Company has entered into a collateralized lagssement with options to purchase land and fuduexisting facilities near Rocklin,
California and in Virginia and Colorado. The Compégases a 100,000 square foot building in RockKialjfornia and facilities are under
construction in Virginia and Colorado for 200,0@uare feet and 180,000 square feet, respectively.

Additional land is available at all of the aforertiened sites for future expansion.
The Company also leases office space in the UStatks and various other countries under opersasgs.

The Company believes that its facilities are adegyta 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 Consotidéiteancial Statements for
information regarding the Company's lease obligetio

ITEM 3. LEGAL PROCEEDINGS

The material set forth in Footnote 9 of Iltem 14{a)f this Form 10-K is incorporated herein by refece.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of the Company are as fadlow

NAME OFFI CE(S)

Lawrence J. Ellison..... Chief Executive Officer an d Chairman of the Board

Raymond J. Lane......... President, Chief Operating Officer and Director

Jeffrey O. Henley....... Executive Vice President, Chief Financial Officer
and Director

Barry Ariko............. Executive Vice President, Americas

Gary Bloom.............. Executive Vice President, System Products

David J. Roux........... Executive Vice President, Corporate Development

Robert W. Shaw.......... Executive Vice President, Worldwide Consulting
Services and Vertical Mark ets

Daniel Cooperman........ Senior Vice President, Gen eral Counsel and Secretary

Thomas A. Williams...... Vice President and Corpora te Controller

Mr. Ellison, 53, has been Chief Executive Officerce he cdounded the Company in May 1977. Mr. Ellison hasrb€hairman of the Boa
since June 1995 and served as Chairman of the BaandApril 1990 until September 1992. He also seras President of the Company fl
May 1977 to June 1996. Mr. Ellison is cbairman of California's Council on Information feology. He is also a director of SuperGen, |
a pharmaceutical company, as well as Apple Compliter, a computer company.

Mr. Lane, 51, has been President and Chief Oper@&ificer of the Company since July 1996. Mr. Laeeved as Executive Vice Presiden
the Company and President of Worldwide Operatioms fOctober 1993 to June 1996, and has been at@irgiaoce June 1995. He served as
a Senior Vice President of the Company and Presafedracle USA from June 1992 to September 19@3o# joining Oracle, Mr. Lane
served as Senior Vice President and Managing Rasfriee Worldwide Information Technology GroupBaioz-Allen & Hamilton from July
1986 to May 1992. He served on the Booz-Allen & Heon Executive Committee and its Board of Direstmom April 1987 to May 1992.
Mr. Lane is also a member of the Board of TrustdgSarnegie Mellon University.

Mr. Henley, 53, has been Executive Vice Presidadt@hief Financial Officer of the Company since Maf991, and has been a Director
since June 1995. Prior to joining Oracle, he seas@ixecutive Vice President and Chief Financidilc®f of Pacific Holding Company, a
privately held company with diversified interestsmanufacturing and real estate, from August 198eetruary 1991.

Mr. Ariko, 52, has been the Executive Vice Presidenthe Americas since February 1998, and seage8enior Vice President for the
Americas from April 1994 to February 1998. Priofaming Oracle, Mr. Ariko was Vice President andibging Director of the Americas
Division of Tandem Computers Incorporated. He jdiil@ndem in 1980, and was named Director of HeatlepsaMarketing in 1982, and
Vice President of U.S. Sales Operations in 1988o@eTandem, Mr. Ariko spent 13 years in manageraedtsales positions in the computer
and defense electronics industries.

Mr. Bloom, 37, has been the Executive Vice Pregidéthe System Products Division since May 199@ has held various positions,
including Senior Vice President of the Worldwiddi&hces and Technologies Division from May 199 Ditober 1997, Senior Vice
President of the Product and Platform TechnoloBigssion from May 1996 to May 1997 and Vice Presitef the Mainframe and
Integration Technology Division and Vice Presidehthe Massively Parallel Computing Division fromap1992 to May 1996. Prior to
joining Oracle, Mr. Bloom worked at IBM Corporatiamd at Chevron Corporation where he held variealrtical positions in the
mainframe system areas.
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Mr. Roux, 41, has been Executive Vice Preside@aporate Development since March 1996, and Sé&fica President of Corporate
Development of the Company since September 199¢eStebruary 1998, he also has served as the Exeefitive Officer and President of
Network Computer, Inc., a subsidiary of the Compdsgfore joining Oracle, Mr. Roux served as Sehime President, Marketing ar
Business Development at Central Point Software fAgmil 1992 to July 1994. From October 1991 to Ag892, he served as Senior Vice
President of the Portable Computing Group at L8tegelopment Corporation and from June 1989 to Gutdb91, he served as Vice
President of Business Development at Lotus Devedair@orporation.

Mr. Shaw, 50, has been Executive Vice PresidelYofldwide Consulting Services and Vertical Marksitsce February 1997, and Senior
Vice President of Worldwide Applications and Seed®f the Company from August 1995 to January 1883m June 1992 to July 1995, |
Shaw served as Senior Vice President of GlobaliGss\of the Company. Prior to joining Oracle, Mha% served as a Vice President of the
West Coast Information Systems group of Booz-AleHamilton from June 1989 to June 1992.

Mr. Cooperman, 47, has been Senior Vice Presi@ateral Counsel and Secretary of the Company §iebauary 1997. Prior to joining
Oracle, Mr. Cooperman had been associated withathhdirm of McCutchen, Doyle, Brown & Enersen sinoetober 1977, and had served
there as a partner since June 1983. From Septel@BBruntil February 1997, Mr. Cooperman was Chiaihe law firm's Business &
Transactions Group, and from April 1989 throught8eyber 1995, he served as the Managing PartnBedétv firm's San Jose Office.

Mr. Williams, 46, has been a Vice President of@mnpany since October 1990 and Corporate Contrsilhee May 1989. Prior to joining
Oracle, Mr. Williams held various positions in tAadit Division of Arthur Andersen LLP, an internatial public accounting firm, including
Partner from September 1987 to May 1989.

PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Common Stock has been traded invéretibe-counter market and the NASDAQ National Markince the Company's initial
public offering in 1986. According to records oét@ompany's transfer agent, the Company had appatedy 14,368 stockholders of record
as of May 31, 1998. Because many of such shardsetddyy brokers and other institutions on beha#tockholders, the Company is unable
to estimate the total number of stockholders repriesl by these record holders. The following takeks forth the low and high sale price a
the close of market of the Company's Common Stoeach of the Company's last eight fiscal quarters.

LOW SA LE PRICE HIGH SALE PRICE

Fiscal 1998:

Fourth Quarter............ccceveeeennns $2 3.44 $31.88

Third Quarter.... . 1 7.75 32.50

Second Quarter.......cccceeeveveeeennnn. 2 8.75 40.06

First Quarter...........ooeeevvvvnnnens 3 0.67 42.13
Fiscal 1997:

Fourth Quarter............cccccvveeennn. $2 2.42 $32.09

Third Quarter..............oceeeuvvnnns 2 4.67 34.00

Second Quarter 2 3.00 33.42

First Quarter...........cooeeevvvvnnnnns 2 1.33 28.09

The Company's policy has been to reinvest earnim§iand future growth. Accordingly, the Company Imas paid dividends and does not
anticipate declaring dividends on its Common Stodke foreseeable future.

On July 14, 1997, the Company announced a threasmistock split in the form of a common stock diend distributed on August 15, 1997
to stockholders of record as of August 1, 1997.shHre data and numbers of common shares contaitieid Form 10-K have been
retroactively adjusted to reflect the stock split.
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ITEM 6. SELECTED FINANCIAL DATA

YEAR END ED MAY 31,
1998 1997 1 996 1995 1994
(IN THOUSANDS, EXC EPT PER SHARE DATA)

Revenues................ $7,143,866 $5,684,336 $4,2 23,300 $2,966,878 $2,001,147
Operating income........ 1,244,200 1,262,985 9 04,891 649,721 419,953
Net income.............. 813,695 821,457 6 03,279 441,518 283,720
Earnings per share--
BasiC........ccueennee 0.83 0.83 0.62 0.46 0.29
Earnings per share--
Diluted................ 0.81 0.81 0.60 0.44 0.28
Total assets............ 5,819,011 4,624,315 3,3 57,243 2,424,517 1,594,984
Short-term debt......... 2,924 3,361 5,623 9,599 6,898
Long-term debt.......... 304,337 300,836 897 81,721 82,845
Stockholders' equity.... 2,957,558 2,369,712 1,8 70,449 1,211,358 740,553

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
RESULTS OF OPERATIONS

The Company's revenue growth rate was 26%, 35%2%din fiscal 1998, 1997 and 1996, respectivelye hwer overall revenue growth
rates in fiscal 1998 and 1997 were primarily duloteer license revenue growth rates than thoseresqeed in the prior year. Sales and
marketing expenses continued to represent thedcgéegory of operating expenses, constituting,3%b0, and 37% of revenues in fiscal
1998, 1997 and 1996, respectively, while cost ofises as a percentage of total revenues incraasg2Ps in fiscal 1998 from 27% in fiscal
1997 and 26% in fiscal year 1996. The change irs#thes and marketing and cost of services percesitagre primarily the result of the
change in the mix of license versus services res®uluring the three year period. The Company'ssinvent in research and development
increased to 11% of revenues in fiscal year 198& 0% of revenues in fiscal years 1997 and 19861, o the impact of capitalized
software development costs. General and admiristrakpenses as a percentage of revenues decteas¥®din both fiscal 1998 and 1997
from 6% in fiscal 1996. Overall, operating inconseaapercentage of revenues was 17% (20% prioetottarges for acquired in process
research and development), 22% (23% prior to tlaeges for acquired in-process research and developand 21% (23% prior to the
charges for acquired in-process research and dawelat), in fiscal 1998, 1997 and 1996, respectively

Domestic revenues increased 34% in fiscal 1998484 in fiscal 1997, while international revenues@ased 18% and 25% in fiscal 1998
and 1997, respectively. International revenues wafavorably affected in both fiscal 1998 and 198#n compared to the corresponding
prior year periods as a result of the strengthenfrthe U.S. dollar against certain major intero@adil currencies. International revenues
expressed in local currency increased by approein@8% and 31% in fiscal 1998 and 1997, respelgtiRevenues from international
customers were approximately 50%, 53% and 57%\afmees in fiscal 1998, 1997 and 1996, respectilnagement expects that the
Company's international operations will continug@tovide a significant portion of total revenuegwéver, international revenues will be
adversely affected if the U.S. dollar continuesttengthen against certain major internationalenaies.

Quarterly revenues reflect distinct seasonality ‘Sguarterly Results of Operations" below.

REVENUES:
FISCAL YEAR 1998 CHANGE FI SCAL YEAR 1997 CHANGE FISCAL YEAR 1996

(DOLLARS IN THOUSANDS)  ----mmmmmmmmmmm mommms o e e
Licenses and Other...... $3,193,490 10% $2,896,696 26%  $2,296,572
Percentage of revenues.. 44.7% 51.0% 54.4%
Services.........c...... $3,950,376  42% $2,787,640 45%  $1,926,728
Percentage of revenues.. 55.3% 49.0% 45.6%

Total Revenues........ $7,143,866 26% $5,684,336 35%  $4,223,300
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LICENSES AND OTHER REVENUES. License revenues repne fees earned for granting customers licensasadhe Company's softwi
products. License revenues also include revenoes ine Company's systems integration businessndeatation revenues, and other
miscellaneous revenues, which constituted 3% af tmense and other revenues in fiscal 1998, 18171996, respectively. License and
other revenue growth rates were 10% and 26% ialfils@98 and 1997, respectively. System softwaenie growth rates were 7% and 20%
and application software license revenue growtbsratere 18% and 62% in fiscal 1998 and 1997, réispbc The lower license and other
revenues growth rate experienced in fiscal 1998duasto lower revenue growth in Asia Pacific assult of the weakened economies in that
region, the strengthening of the U.S. dollar agaiestain major international currencies, slowestsgn software market growth and a
significant reorganization of the sales force whioth Company believes adversely affected bothykeem software and applications license
revenue growth rates.

During the past three fiscal years, the Companygsomer and product base has broadened as the @giasiincreased both the number of
channels that it uses to market its products, dsasé¢he number of computers and operating systeamhich its relational DBMS operates,
and as additional software products have been gjor introduced. License revenues for softwaes ws computers utilizing the UNIX
operating system decreased to 64% of license regeinuiscal year 1998 from 70% in both fiscal 12®d 1996. License revenues for use on
Windows platforms increased from 16% in fiscal 199@1% in fiscal 1997 and 30% in fiscal 1998. Inse revenues from software for use
on computers utilizing proprietary and other depkitatforms were 14%, 9% and 6% in fiscal 1996,71808d 1998, respectively.

SERVICES REVENUES. Support, consulting and eduoatirvices revenues each increased in fiscal 1888997 over the corresponding
prior year levels. The Company's support revenoaesimued to constitute the largest portion of ssgirevenues, and grew 36% and 46% in
fiscal 1998 and 1997, respectively. This growtheas the continued increase in the installed lohAsiee Company's products under support
contracts as well as an increase in the numbeusibmers electing higher support service offeril@msulting and education services grew
47% and 44% in fiscal 1998 and 1997 as the Companiinued to expand its services to assist cust®imehe use and implementation of
applications based on the Company's products.

OPERATING EXPENSES:

FISCAL YEAR 1998 CHANGE F ISCAL YEAR 1997 CHANGE FISCAL YEAR 1996
(DOLLARS IN THOUSANDS) = --------m-mmmeon —moee S e e
Sales and Marketing..... $2,371,306  20% $1,970,394  27%  $1,549,231
Percentage of revenues.. 33.2% 34.7% 36.7%
Cost of Services........ $2,273,607 47% $1,550,466 41% $1,096,013
Percentage of revenues.. 31.8% 27.3% 26.0%
Research and Development
(1) $ 719,143 29% $ 555,476 43% $ 389,093
Percentage of revenues.. 10.1% 9.8% 9.2%
General and
Administrative......... $ 368,556 20% $ 308,215 32% $ 233,141
Percentage of revenues.. 5.2% 5.4% 5.5%

Acquired In-Process

Research and

Development............ $ 167,054 * $ 36,800 (28%) $ 50,931
Percentage of revenues.. 2.3% 0.6% 1.2%

* Not meaningful
(1) Pursuant to SFAS No. 86, the Company capitdlszdtware development costs equal to 0.5% of tetanues during fiscal 1998 and 1!
and 1.1% during fiscal 1996.

International expenses were favorably affectedoith fiscal 1998 and 1997 when compared to the spamding prior year periods due to the
strengthening of the U.S. dollar against certaijomaternational currencies. The net impact onrapeg margins, however, was unfavoral
since the negative effect on revenues was grdadarthe positive effect on expenses.
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SALES AND MARKETING EXPENSES. The Company continteglace significant emphasis, both domesticatlg eternationally, on
direct sales through its own sales force. Howetbher Company also continues to market its prodinctsugh indirect channels in order to
increase market share. As a percentage of licamgksther revenues, sales and marketing experngesged from 67% in fiscal 1996 to 68%
in fiscal 1997 and 74% in fiscal 1998 as a restlbwer than anticipated license revenues. Includeshles and marketing expenses is the
amortization of capitalized software developmerstsgsee below).

COST OF SERVICES. The cost of providing servicassisis largely of consulting, education and suppersonnel expenses. As a
percentage of services revenues, cost of servicesdased to 58% in fiscal 1998 from 56% in fis@®7 Increases in cost of services as a
percentage of service revenues were due primariytincrease in consulting and education sendgsespercentage of total services revenue.
Consulting and education services typically haweslomargins than support.

RESEARCH AND DEVELOPMENT EXPENSES. Research ancettgument expenses would have been 11% of totahteeein fiscal 1998
and 10% in fiscal 1997 and 1996, respectively, auitithe capitalization of software development @staccordance with SFAS No. 86.
Before considering the impact of software capitlan, research and development expenses incr8@8e@nd 34% in fiscal 1998 and 1997,
respectively. The fiscal 1998 increase was dueatp increases associated with research andaj@weht staff hired in connection with the
acquisitions of TSC, as well as the merger of Nelw@omputer, Inc. ("NCI") and Navio Communicatiohss. ("Navio"). The fiscal 1997
increase was due in part to increases in reseactdevelopment staff hired in connection with thquasitions of Datalogix and the on-line
analytical processing business of Information Resesj Inc. The Company capitalized $38,079,000,3828000 and $48,031,000 of
computer software development costs in fiscal 19987 and 1996, respectively, which representedpbdtal expenditures for research :
development in fiscal 1998 and 1997 and 11% irafi$©96. Amortization of capitalized software deyghent costs is charged to sales and
marketing expenses and totaled $38,035,000, $2806&nd $48,815,000 in fiscal 1998, 1997 and 18&ectively. The Company beliey
that research and development expenditures areted<e maintaining its competitive position angpects these costs to continue to
constitute a significant percentage of revenues.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmdhistrative expenses as a percentage of reveragsased in both fiscal
1998 and 1997 when compared to their corresporting year periods, due primarily to higher revetaels.

ACQUIRED IN-PROCESS RESEARCH AND DEVELOPMENT. Bagsmdthe results of third- party appraisals, the @any recorded

special charges of $91,500,000 and $75,554,00tkifinst quarter of fiscal 1998 related to the asijon of TSC and the merger of NCI and
Navio, respectively, $36,800,000 in the third geldf fiscal 1997 related to the acquisition of &agix and $50,931,000 in the first quai

of fiscal 1996 related to the acquisition of thelime analytical processing business of Informat@sources, Inc., respectively, to expense in-
process research and development costs. In th@omhmanagement and the appraiser, the acquirpdoicess research and development
had not yet reached technological feasibility aad ho alternative future uses.

OTHER INCOME (EXPENSE):

FISCAL YEAR 1998 CHANGE FI SCAL YEAR 1997 CHANGE FISCAL YEAR 1996
(DOLLARS IN THOUSANDS)  ----mmmmmmmmmm mommes o e e
Other Income (Expense).. $83,619 * $20,542 41% $14,619
Percentage of revenues.. 1.2% 0.4% 0.3%

* Not Meaningful

Other income and expense for fiscal 1998 inclubdesninority interest's share of the one-time aagliiesearch and development charge for
NCI. Excluding this credit of $25,726,000, othecdme and expense for fiscal 1998 was $57,893,008n@es in nc-operating income and
expense primarily reflect fluctuations in interegtome and expense related to changes in cashedmdbalances and interest rates, as well as
foreign exchange and
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other miscellaneous items. Additionally, the Compalso realized a gain of approximately $4,300,000ng fiscal 1998 related to the sale
certain securities and a gain of $3,100,000 duistwal 1996 related to the sale of a portion ofnteestment in Datalogix.

PROVISION FOR INCOME TAXES:

FISCAL YEAR 1998 CHANGE FI SCAL YEAR 1997 CHANGE FISCAL YEAR 1996
(DOLLARS IN THOUSANDS)  -----mm-mmmmemms mmmmm = e
Provision for Income
Taxes.......cccooeeene $514,124  11% $462,070  46% $316,231
Percentage of revenues.. 7.2% 8.1% 7.5%

The Company's effective tax rates have historiddiffered from the federal statutory rate primabkycause of tax credits, certain foreign <
corporation income that is not taxed, state tafaesjgn income taxes provided at rates greater tharfiederal statutory rate, as well as fore
losses that could not be utilized. See Note 7 debBlto Consolidated Financial Statements. The @feetax rate was 35% in fiscal 1998
(excluding the effect of the acquired researchdmalopment charges for the TSC and Navio trarmastinet of a credit of $25,726,000 for
minority interest), 36% in fiscal 1997 and 34%ischl 1996.

NET INCOME AND EARNINGS PER SHARE:

FISCAL YEAR 1998 CHANGE FI SCAL YEAR 1997 CHANGE FISCAL YEAR 1996
(DOLLARS IN THOUSANDS)  -----mmmmmmmmmmm mmomm = e e
Net Income.............. $813,695  (1%) $821,457  36% $603,279
Percentage of revenues.. 11.4% 14.5% 14.3%
Earnings Per Share--
BasiC.........c....... $ 0.83 - $ 083 36% $ 0.62
Earnings Per Share--
Diluted................ $ 0.81 - $ 081 35% $ 0.60

QUARTERLY RESULTS OF OPERATIONS

The Company believes that fourth quarter revenndsapenses are affected by a number of seasanatgaincluding the Company's sales
compensation plans. The Company believes that $essonal factors are common in the computer sadtimdustry. Such factors historica
have resulted in first quarter revenues in any peang lower than revenues in the immediately mtegmefourth quarter. The Company
expects this trend to repeat in the first quartdisoal 1999. In addition, the Company's Europeparations generally provide lower revenues
in the summer months because of the generally sgtleconomic activity in Europe during the summer.

The following table sets forth selected unauditadrterly information for the Company's last eightél quarters. The Company believes that
all necessary adjustments (which consisted ontyoofmal 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 199 8 QUARTER ENDED
AUGUST 31 NOVEMBER 30 FEBRUARY 28 MAY 31
(IN THOUSANDS, E XCEPT PER SHARE DATA)
Revenues...........ccecuee... $1,368,829 $1,613,72 7 $1,748,757 $2,412,553
Operating income.............. $ 48,976 $ 272,00 6 $ 318,273 $ 604,944
Net income.........c.......... $ 8,471% 187,32 4 $ 215,077 $ 402,822
Earnings per share--basic.....$ 0.01$ 0.1 9% 022% 041
Earnings per share--diluted
() PR $ 001$ 01 9% 0229% 041
Shares outstanding--basic..... 979,285 982,49 1 974,947 973,674
Shares outstanding--diluted... 1,006,266 1,008,55 8 991,641 992,436
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FISCAL 199 7 QUARTER ENDED

AUGUST 31 NOVEMBER 30 FEBRUARY 28 MAY 31
(IN THOUSANDS, E XCEPT PER SHARE DATA)
Revenues...........cccoeene. $1,052,320 $1,311,37 3 $1,372,612 $1,948,031
Operating income.............. $ 168,875 % 274,18 8 $ 260,127 $ 559,795
Net income...........ccvoe. $ 112,771 % 179,49 6 $ 169,253 $ 359,937
Earnings per share--basic.....$ 0.11$ 0.1 8% 017 $ 0.37

Earnings per share--diluted

() P $ 011%$ 0.1

Shares outstanding--basic..... 984,822 986,69
Shares outstanding--diluted... 1,010,715 1,013,92

$ 017 $ 0.36
985,155 980,116
1,009,779 1,002,762

H o010

(1) Earnings per share before the effect of thegehor acquired in-process research and developwenre $0.15 and $0.19 per share in the
first quarter of fiscal 1998 and the third quaréfiscal 1997, respectively.

LIQUIDITY AND CAPITAL RESOURCES

FISCAL YEA R ENDED MAY 31,
1998 CHANGE 1997 CHANGE 1996
(IN THOUSANDS)

Working capital................ $1,838,885 36% $ 1,348,957 63% $829,501
Cash and cash investments...... 2,105,710 58% 1,329,527 51% 882,871
Cash provided by operating
activities.......ccccoeeene 1,614,579 57% 1,030,504 16% 889,157
Cash used for investing
activities.........ccoceeene 922,521 19% 777,381 41% 551,488
Cash used for financing
activities.......ccccoeeene 282,846 395% 57,122 (35%) 88,291

Working capital increased in both fiscal 1998 aB@87 over the corresponding prior year periods,mhmarily to increased cash flow from
operations as well as proceeds from the issuan8emibr Notes in fiscal 1997 (see below), offsqtamt by acquisitions and stock
repurchases, which resulted in higher cash levels.

The Company generated higher positive cash floars foperations in both fiscal 1998 and 1997, dumarily to improved profitability,
before the charges for acquired in-process researdldevelopment, and strong cash collections.

Cash used for investing activities increased i liiscal 1998 and 1997 as compared to the correpgiprior year periods due primarily to
changes in the levels of cash investments. In padbd, the Company made significant investmentsjital expenditures. In addition, the
Company acquired TSC for approximately $110,000j@Gtash in the first quarter of fiscal 1998, Datak for approximately $82,000,000 in
cash in the third quarter of fiscal 1997 ($58,000,8¢et of cash assumed) and the on-line analyiiwalessing business of Information
Resources, Inc. for approximately $100,000,0008hdn the first quarter of fiscal 1996. The Comparpects to continue to invest in capital
and other assets to support its growth.

The Company's Board of Directors has approveddparchase of up to 106,000,000 shares of Commak &tiaeduce the dilutive effect of
the Company's stock plans. Pursuant to this repsechrogram, the Company purchased 18,446,106ssbiattee Company's Common Stock
for approximately $489,823,000 in fiscal 1998, 19,250 shares of the Company's Common Stock faoappately $528,209,000 in fiscal
1997, 6,717,201 shares of the Company's Commork &toapproximately $113,087,000 in fiscal 1996 &6¢458,313 shares of the
Company's Common Stock for approximately $200,83® fixior to fiscal 1996. The Company used cash fimm operations and proceeds
from the issuance of Senior Notes in fiscal 199/ fmrchase the Company's Common Stock and totimvesorking capital and other assets
to support its growth.

During fiscal 1994 and 1995, the Company sold 8,28 put warrants. On March 24, 1995, 5,253,750ede put warrants were canceled at
minimal cost and the remaining warrants expiredhatt being exercised. Additionally, the Companycbassed 5,393,250 call options in
fiscal 1994 and 1995. On July 6, 1995, the Compsanhy 3,283,875 of the call options and creditednttieproceeds of $17,175,000 to equity.
The
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remaining 2,109,375 call options were exercise@dtober 1995 at $14.05 per share for a total of #9000 and were included in stock
repurchases for fiscal 1996.

During fiscal 1997, the Company sold 9,000,000 aats, each of which entitles the holder to purclameshare of Common Stock at prices
between $51.33 and $51.70. These warrants expM@ain2000 and the proceeds of $35,898,000 wereterkth equity.

During the third quarter of fiscal 1997, the Compésued $150,000,000 in 6.72% Senior Notes dlegryear 2004 and $150,000,000 in
6.91% Senior Notes due in the year 2007. The Sé&otes are unsecured general obligations of thepgaomthat rank on parity with all otr
unsecured and unsubordinated indebtedness of tmp&7ty that may be outstanding.

During fiscal 1998, the Company, as part of ithatized stock repurchase program, sold put wartamspurchased call options through
private placements. As of May 31, 1998, the Compg@as/a maximum potential obligation under the patrants to buy back 17,901,000
shares of its Common Stock for prices ranging f&i8.86 to $22.77 per share for an aggregate pfiapproximately $343,000,000. The put
warrants will expire from January 1999 through Asigl999. The Company purchased call options f@300 shares of its Common Stock
at prices ranging from $18.09 to $26.09 per sharah aggregate price of approximately $212,000,06@ call options will expire from
January 1999 through August 1999.

At May 31, 1998, the Company also had other outitendebt of approximately $7,261,000, primarilttie form of other notes payable and
capital leases.

The Company anticipates that current cash balaasesgll as anticipated cash flows from operationis be sufficient to meet its working
capital and capital expenditure needs at leastigiriviay 31, 1999.

FACTORS THAT MAY AFFECT FUTURE RESULTS AND MARKET P RICE OF STOCK

The Company operates in a rapidly changing envietrthat involves numerous risks, some of whichbagond the Company's control. T
following discussion highlights some of these risks

REVENUE GROWTH AND ECONOMIC CONDITIONS. The strehgand profitability of the Company's business dejgemm the overall
demand for computer software and services, paatityuin the product segments in which the Compampetes. Because the Company's
sales are primarily to major corporate and goventrnastomers, the Company's business also depengisn@ral economic and business
conditions. A softening of demand for computerwafe, caused by a weakening of the economy, aSdhgany recently experienced in the
Asia Pacific region, may result in decreased reesrar decelerating growth rates.

The Company experienced a deceleration in datababapplications license revenue growth ratesstafi1998 from previous years; there
can be no assurances that such growth rates wiltése or be sustainable in the near term orliea€bmpany's license revenue growth rates
will return to previous levels.

In particular, one of the challenges the Companyinaes to face in promoting future growth in liserrevenues will be to refocus its
marketing and sales efforts in its applicationsiess where the Company experienced lower reveravetly in fiscal 1998 than the overall
applications market. There can be no assurancethth&€ompany will be able to effectively addrdss thallenges it faces in promoting fut
license revenue growth in its applications business

In October 1997, the American Institute of Certfitublic Accountants ("AICPA") issued StatemenPosition ("SOP") No. 97-2, "Software
Revenue Recognition" which supersedes SOP No. $DP. No. 97-2 is effective for the Company's figesdr beginning June 1, 1998 and
provides guidance on applying generally acceptedwatting principles for software revenue recogniti@nsactions. Based on the Compe
current interpretation of the requirements of SQP ®-2, application of this statement is not dpéted to materially impact the Company's
revenue. However, the accounting profession iseatly reviewing certain provisions of
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SOP 97-2 with the objective of providing additiogaidance on implementing its provisions. Dependipgn the outcome of this review and
the issuance of implementation guidelines and piadenterpretations, the Company may be requicedhiange its revenue recognition poli
and business practices, and such changes coulcahaegerial adverse effect on the Company's busimesults of operations or financial
condition.

COMPETITIVE ENVIRONMENT. The computer software irgtry is an intensely competitive industry with seidarge vendors that
develop and market databases, applications, deweloptools or decision support products. Certaithese vendors have significantly more
financial and technical resources than the Compahg.introduction of new competitive products iotee or more of the Company's various
markets, the addition of new functionality intoexisting competitive product or the acquisitiondne of the Company's competitors of a
product could have a material adverse effect orCthipany's business, results of operations or ¢iahoondition. In addition, new
distribution methods (e.g. electronic channels) @mgortunities presented by the Internet have remaonany of the barriers to entry
historically faced by small and start-up compainethe software industry. The Company expects ¢e facreasing competition in the various
markets in which it competes.

PRICING. Intense competition in the various marketahich the Company competes may put pressutb@@ompany to reduce prices on
certain products, particularly in the database eigiace where certain vendors offer deep discaarda effort to recapture or gain market
share. In addition, the bundling of software prdddor promotional purposes or as a long-term pgdtrategy by certain of the Company's
competitors could have the effect over time of gigantly reducing the prices that the Company charge for its products. Shifts toward the
use of operating systems on which the Company éxpess relatively greater price competition co@sluit in lower average license prices,
thereby reducing license revenues for the Company.such price reductions and resulting lower Iggnevenues could have a material
adverse effect on the Company's business, redudisenations or financial condition if the Comparannot offset these price reductions with
a corresponding increase in sales volumes.

INTERNATIONAL SALES. A substantial portion of theothpany's revenues is derived from internationassahd is therefore subject to the
risks attendant thereto, including the general enga conditions in each country, the overlap ofati#nt tax structures, the difficulty of
managing an organization spread over various csnithanges in regulatory requirements, compliavitrea variety of foreign laws and
regulations and longer payment cycles in certaimtiies. The Company experienced a large declinevienue growth rates in Asia Pacific
during fiscal 1998 in part due to the economicidiifities that have occurred throughout this regifimere can be no assurances that these
economies will recover in the near term or thatGoenpany's growth rates in this geographic regidhreturn to previous levels if the
recovery occurs. The Company also has experiergtatively slower growth rates in countries withis Europe Middle East Africa (EMEA)
division during the last several years, primar#yaaresult of weaker economies relative to theaktte world, slower adoption of informati
and senior management changes in several majotrasirmhere can be no assurances that the Compliipe able to successfully address
each of these challenges in the near term. Otbles Bssociated with international operations irelntport and export licensing requireme
trade restrictions and changes in tariff rates.

A significant portion of the Company's businessdaducted in currencies other than the U.S. dalthanges in the value of major foreign
currencies relative to the value of the U.S. ddidversely affected revenues and operating reisufiscal 1998, particularly in Asia Pacific
and EMEA, and will continue to do so in fiscal 198¢he U.S. dollar continues to strengthen relativ local currencies.

Foreign currency transaction gains and lossesraraply related to sublicense fee and other ager@mbetween the Company and selling
distributors and subsidiaries. These gains aneétoase charged against earnings in the periodreaturhe Company has reduced its
transaction and translation gains and losses adedawith converting foreign currencies into U.8llats by using forward foreign exchange
contracts to hedge transaction and translationsxes in major currencies. The Company finds itramfical to hedge all
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foreign currencies in which it conducts businessaAesult, the Company will continue to experiefoceign currency gains and losses.

HIRING AND RETENTION OF EMPLOYEES. The Company'sitioued growth and success depend to a signifesteint on the continue
service of its senior management and other key &yepk and the hiring of new qualified employeesn@etition for highly-skilled business,
product development, technical and other persosrietreasingly intense due to lower overall unesyipient rates and the boom in
information technology spending. Accordingly, then@pany expects to experience increased compengatsis that may not be offset
through either improved productivity or higher msc There can be no assurances that the Compdrheveiliccessful in continuously
recruiting new personnel and in retaining exisfiegsonnel. None of the Company's employees is sutgi@ long-term employment or a non-
competition agreement. The loss of one or moreekeployees or the Company's inability to attractitaattal qualified employees or retain
other employees could have a material adverseteffethe continued growth of the Company.

SALES FORCE RESTRUCTURING AND VERTICAL MARKETS. Thgompany historically has relied heavily on itsedirsales force. In
fiscal 1998, the Company restructured its salesefeo provide, among other things, specialized aig@ewithin certain vertical markets and
certain product areas. Transition issues associgitdhis restructuring probably contributed te ttheceleration in revenue growth rates
experienced by the Company in fiscal 1998. Managemvél continue to address these transition issndiscal 1999 by making additional
adjustments within the sales organization, thoughagement believes that it has resolved the primsanges relating to the transition. There
can be no assurances that transition issues atesbeidh the restructuring will not recur or thatenue growth rates will not be adversely
affected in future quarters.

MANAGEMENT OF GROWTH. The Company has a historyrabid growth. The Company's future operating resultl depend on
management's ability to manage growth, continuohsl/and retain significant numbers of qualifiedpoyees, accurately forecast revenues
and control expenses. A decline in the growth oatevenues without a corresponding and timely glown in expense growth could have a
material adverse effect on the Company's busimesslts of operations or financial condition.

YEAR 2000. A significant amount of the demand tt@mr@any has experienced in recent years for apgitasoftware may be generated by
customers in the process of replacing and upgraajpdjcations in order to accommodate the changiaite to the year 2000. Once such
customers have completed their preparations, thea® industry and the Company may experiencgrifsiant deceleration from the stro
annual growth rates recently experienced in thdiggijpns software marketplace.

The Company has designed and tested the most tuaesions of its products to be year 2000 compli@ome of the Company's customers
are running product versions that are not year 2@00pliant. The Company has been encouraging sugtiormers to migrate to current
product versions. It is possible that the Company experience increased expenses in addressingtioigissues for such customers. In
addition, there can be no assurances that the Gorispaurrent products do not contain undetecteat®nr defects associated with year 2000
date functions that may result in material costh&éoCompany. Some commentators have stated #ignificant amount of litigation will

arise out of year 2000 compliance issues, and dmepany is aware of a growing number of lawsuitdregjather software vendors. Because
of the unprecedented nature of such litigatiors, ithcertain whether or to what extent the Compaay be affected by it.

With respect to its internal systems, the Compargking steps to prepare its systems for the 28@0 date change. The Company expec
substantially complete these efforts at the ench¥ndar 1998, with extensive testing to contifweugh 1999. Although the Company does
not believe that it will incur any material costsexperience material disruptions in its businesoeiated with preparing its internal systems
for the year 2000, there can be no assurancethin@ompany will not experience serious unantieipategative consequences and/or
material costs caused by undetected errors or dfethe technology used in its internal systemtsch are composed of third party softw:
third party hardware that contains embedded soévaad the Company's own software products.
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FUTURE ACQUISITIONS. As part of its business stiptethe Company completed the acquisitions of Navid TSC in fiscal 1998, and
expects to continue to make acquisitions of, onifigant investments in, businesses that offer dementary products, services and
technologies. Any acquisitions or investments tllaccompanied by the risks commonly encounteredduisitions of businesses. Such
risks include, among other things, the difficulfyagsimilating the operations and personnel ofitguired businesses, the potential disrug
of the Company's ongoing business, the distractfananagement from the Company's business, thditgyalf management to maximize the
financial and strategic position of the Companyg, taintenance of uniform standards, controls, phoees and policies and the impairmen
relationships with employees and clients as a redany integration of new management personnese factors could have a material
adverse effect on the Company's business, redudtsenations or financial condition, particulartythe case of a larger acquisition.
Consideration paid for future acquisitions, if aoguld be in the form of cash, stock, rights toghase stock or a combination thereof.
Dilution to existing stockholders and to earnings ghare may result in connection with any suchréuicquisitions.

NEW PRODUCTS. The markets for the Company's pradat characterized by rapid technological advaimckardware and softwa
development, evolving standards in computer haréwaad software technology and frequent new prostrciductions and enhancements.
Product introductions and short product life cyalesessitate high levels of expenditures for reteand development. To maintain its
competitive position, the Company must enhanceimpdove existing products and continue to introdoee products and new versions of
existing products that keep pace with technologiealelopments, satisfy increasingly sophisticatestamer requirements and achieve ma
acceptance. For example, in order to remain comiyetn the European markets for applications patsluthe Company will be required to
continue to enhance certain of its applicationglpots to meet reporting requirements as definetth&European Monetary Unit (EMU). The
Company's inability to port to or run on new orrigesingly popular operating systems, or the Compdaifure to successfully enhance and
improve its products in a timely manner, and positand/or price its products, could have a matadakrse effect on the Company's busit
results of operations or financial condition.

Significant undetected errors or delays in new potsior new versions of a product may affect maakeeptance of the Company's products
and could have a material adverse effect on thepgaogis business, results of operations or finamciatition. If the Company were to
experience delays in the commercialization anaduction of new or enhanced products, if customen® to experience significant
problems with the implementation and installatiépducts or if customers were dissatisfied withduct functionality or performance, this
could have a material adverse effect on the Conipdusiness, results of operations or financiabtldan.

There can be no assurance that the Company's melugis will achieve significant market acceptanceiti generate significant revenue.
Additional products that the Company plans to diyear indirectly market in the future are in var®stages of development.

UNEVEN PATTERNS OF QUARTERLY OPERATING RESULTS. TR®mpany's revenues in general, and its licensenies in

particular, are relatively difficult to forecastdmary from quarter to quarter due to various fegtocluding the (i) relatively long sales cyc
for the Company's products, (ii) size and timingnafividual license transactions, which tend tdrigated by customers at the end of a fiscal
guarter as a negotiating tactic, (iii) introductimihnew products or product enhancements by thepaosnor its competitors, (iv) potential for
delay or deferral of customer implementations ef@ompany's software, (v) changes in customer liségel (vi) seasonality of technology
purchases and other general economic conditiororéingly, the Company's quarterly results areidiff to predict until the end of the
quarter, and delays in product delivery or closifigales near the end of a quarter could causéeaylyarevenues and net income to fall
significantly short of anticipated levels.

The Company's license revenues in any quarterudrsantially dependent on orders booked and shipp#tt quarter. Because the
Company's operating expenses are based on angidipatenue levels and because a high percentdage Gompany's expenses are relatively
fixed, a delay in the recognition of revenue fromer
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a limited number of license transactions could eaignificant variations in operating results frqoarter to quarter and could cause net
income to fall significantly short of anticipatesivels.

RELATIVE PRODUCT PROFITABILITY. Certain of the Cormapy's revenues are derived from products which, gercentage of revenues,
currently require a higher level of developmenstribbution and support expenditures compared t@iceof its other products. To the extent
that revenues generated from such products becgreater percentage of the Company's total revetlie€ompany's operating margins
may be adversely affected, unless the expensesiatesbwith such products decline as a percentagevenues.

LONG-TERM INVESTMENT CYCLE. Developing and localim software is expensive and the investment inygbdevelopment often
involves a long payback cycle. The Company's pfangs fiscal year ending May 31, 1999 includersiigant investments in software
research and development and related product appties from which significant revenues are noi@pated for several years.

UNCERTAINTY OF EMERGING AREAS. The impact on the i@pany of emerging areas such as the internethenskrvices and
electronic commerce is uncertain. There can bessorance that the Company will be able to provigeoduct offering that will satisfy new
customer demands in these areas. In addition, atdsdor network protocols, as well as other induatiopted and de facto standards for the
internet, are evolving rapidly. There can be naemssce that standards chosen by the Company vsitipo its products to compete
effectively for business opportunities as theyedn the internet and other emerging areas.

NEW BUSINESS AREAS. The Company has in recent yegpanded its technology into a number of new assirareas to foster Ic-term
growth, including application servers, internetéélenic commerce, interactive media and network ating. These areas are relatively new
to the Company's product development and salesnankieting personnel. There is no assurance thaongpany will compete effectively or
will generate significant revenues in these nevasiréhe success of network computing and, in pdaticthe Company's current network
computer software products is difficult to predietcause network computing represents a methodngbeting that is new to the entire
computer industry. The successful introductionetinork computing to the market will depend in langeasure on (i) the commitment by
hardware and software vendors to manufacture, panod distribute network computers,

(i) the lower cost of ownership relative to perabcomputers, and (iii) the ease of use and adtrétisn relative to personal computers. Tl
can be no assurances that sufficient numbers aforsrwill undertake this commitment, that the maikidl accept network computing or that
network computing will generate significant revesti@ the Company. See "New Products.”

ENFORCEMENT OF THE COMPANY'S INTELLECTUAL PROPERTRIGHTS. Despite the Company's efforts to protectritellectual
property rights, it may be possible for unauthaileird parties to copy certain portions of the Qamy's products or to reverse engineer or
obtain and use technology or other information thatCompany regards as proprietary. In additioa Jaws of certain countries do not
protect the Company's proprietary rights to theesaxtent as do the laws of the United States. Alingly, there can be no assurance that the
Company will be able to protect its proprietaryheslogy against unauthorized third party copyingise, which could adversely affect the
Company's competitive position.

POSSIBILITY OF INFRINGEMENT CLAIMS. The Company frotime to time receives notices from third part&sming infringement by
the Company's products of third party patent ahemintellectual property rights. The Company expéeat software products will
increasingly be subject to such claims as the numbgeroducts and competitors in the Company's strgusegments grows and the
functionality of products overlaps. Regardlesg®hierit, responding to any such claim could beetoonsuming, result in costly litigation
and require the Company to enter into royalty acehking agreements which may not be offered oitahla on terms acceptable to the
Company. If a successful claim is made againsCdmpany and the Company fails to develop or licensabstitute technology, the
Company's business, results of operations or fiahnondition could be materially adversely affette
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POSSIBLE VOLATILITY OF STOCK PRICE. The market pgiof the Company's Common Stock has experiencedfisant fluctuations

and may continue to fluctuate significantly. Therkea price of the Common Stock may be significaatffiected by factors such as the
announcement of new products or product enhancenbgrthe Company or its competitors, technologiwmabvation by the Company or its
competitors, quarterly variations in the Compawy'gs competitors' results of operations, changgsices of the Company's or its
competitors' products and services, changes imevand revenue growth rates for the Company asodever for specific geographic areas,
business units, products or product categories)gd®in earnings estimates by market analystsubgigm in the press or analyst community
and general market conditions or market conditgpexific to particular industries. The stock prif@smany companies in the technology
sector have experienced wide fluctuations whichroftave been unrelated to their operating perfocmaBuch fluctuations may adversely
affect the market price of the Company's CommoriSto

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The Company is exposed to a variety of risks, idiclg changes in interest rates affecting the returits investments and foreign currency
fluctuations. In the normal course of business Gbepany employs established policies and procedorsanage its exposure to fluctuati
in interest rates and foreign currency values.

INTEREST RATE RISK. The Company's exposure to miarée risk for changes in interest rates relatengrily to the Company's
investment portfolio. The Company has not usedvdérie financial instruments in its investment palio. The Company places its
investments with high quality issuers and, by pgllanits the amount of credit exposure to any @mseier. The Company protects and
preserves its invested funds by limiting defaularket and reinvestment risk. In addition, the Conyplaas classified all its marketable debt
securities and long term debt investments as "teetdaturity” which does not expose the consolidatatement of operations or balance
sheets to fluctuations in interest rates. Infororaibout the Company's investment portfolio iSath in Footnote 1 of Item 14(a)(1) of this
Form 10-K and is incorporated herein by reference.

FOREIGN CURRENCY RISK. The Company has entered fatavard foreign exchange contracts primarily toldge amounts due from and
the net assets of selected subsidiaries denomimafeckign currencies (mainly in EMEA and Asia Fiag against fluctuations in exchange
rates. The Company has not entered into forwamdarexchange contracts for speculative or tragiumposes. The Company's accounting
policies for these contracts are based on the Coypdesignation of the contracts as hedging tciuge. The criteria the Company uses for
designating a contract as a hedge include the axifgreffectiveness in risk reduction and one-te4matching of derivative instruments to
underlying transactions. Gains and losses on fahf@eign exchange contracts are recognized imgcim the same period as gains and
losses on the underlying transactions. If an ugdeylhedged transaction is terminated earlier thamlly anticipated, the offsetting gain or
loss on the related forward foreign exchange cohts@uld be recognized in income in the same petiodddition, since the Company ent
into forward contracts only as a hedge, any chamgearrency rates would not result in any matamit gain or loss, as any gain or loss on the
underlying foreign currency denominated balanceld/be offset by the gain or loss on the forwardtcat. The Company operates in cert
countries in Latin America, Eastern Europe and Asaific where there are limited forward currengghteange markets and thus the Comg
has unhedged transaction exposures in these cigsehtformation about the Company's foreign cuyefiorward exchange contracts is set
forth in Footnote 1 of Item 14(a)(1) of this For®-K and is incorporated herein by reference.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

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

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

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 OcttBef 998.

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 19, 1998. The inftionaspecified in Item 402 (k) and () of Regulati8-K and set forth in the Company's
definitive proxy statement for its annual stockleskl meeting to be held on October 19, 1998 isnuorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information required by Item 12 is incorporabgdreference from the Company's definitive protatement for its annual stockholders
meeting to be held on October 19, 1998.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information required by Item 13 is incorporabgdreference from the Company's definitive protatement for its annual stockholders
meeting to be held on October 19, 1998.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K
(A) 1. FINANCIAL STATEMENTS

The following financial statements are filed asaat pf this report:

PAGE
Report of Independent Public Accountants......... . 28
Consolidated Financial Statements:
Balance Sheets as of May 31, 1998 and 1997....... e 29
Statements of Operations for the years ended May 31, 1998, 1997 and
1996, i e 30
Statements of Stockholders' Equity for the years ended May 31,
1998, 1997 and 1996......ccceevvvevcvenccns e 31
Statements of Cash Flows for the years ended May 31, 1998, 1997 and
1996, ..o e 32
Notes to Consolidated Financial Statements....... ... 33
(A) 2. FINANCIAL STATEMENT SCHEDULES
The following financial statement schedule is fikla part of this report:
PAGE
Il Valuation and Qualifying Accounts............... L 52

All other schedules are omitted because they areeqaired or the required information is shownha financial statements or notes thereto.
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(A) 3. EXHIBITS

The following exhibits are filed herewith or areamporated by reference to exhibits previouslydfieith 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 Inc
March 11, 1987.

3.02(3) Certificate of Amendment of Certificate
June 30, 1989.

3.03(1) Registrant's Bylaws, as adopted October

3.04(6) Amendment to Registrant's Bylaws, dated

3.05(5) Amendment to Registrant's Bylaws, dated

3.06(5) Certificate of Designation specifying th
Junior Participating Preferred Stock of
Secretary of State of Delaware on Decemb

3.07(1) Specimen Certificate of Registrant's Com

3.08(11) Certificate of Amendment of Certificate
November 4, 1993.

3.09(11) Certificate of Amendment of Certificate
January 13, 1995.

3.10(18) Certificate of Amendment of Certificate
Company filed with the Delaware
Secretary of State on March 13, 1996.

3.11(14) Certificate of Amendment of Certificate
Company filed with the Delaware
Secretary of State on October 29, 1996.

4.01(13) Indenture between Oracle Corporation and
Trust Company of California,

N.A., dated February 24, 1997.

4.02(16) Warrant Purchase Agreement between Oracl
Stanley & Co. Incorporated, as agent for
International Limited, dated May 7, 1997

4.03(16) Warrant Agreement between Oracle Corpora
dated May 12, 1997.

4.04(16) Warrant Certificate, dated May 12, 1997.

4.05(16) Warrant Purchase Agreement between Oracl
Sachs & Co., dated May 14, 1997.

4.06(16) Warrant Agreement between Oracle Corpora
dated May 19, 1997.

4.07(16) Warrant Certificate, dated May 19, 1997.

4.08(17)* Oracle Corporation 1993 Deferred Compens
restated as of January 1, 1998.

4.09(18) Amended and Restated Preferred Shares Ri
31, 1998.

10.01(2)* Registrant's Stock Option Plan (1985), a
related documents.

10.02(4)* 1990 Directors' Stock Option Plan, as ad
related documents.

10.03(7)* 1990 Executive Officers' Stock Option PI
1990, and related documents.

10.04(8)* 1991 Long-Term Equity Incentive Plan, as

10.05(9)* Oracle Systems Corporation Employee Stoc
adopted August 24, 1992.

10.06(10)* 1993 Directors' Stock Option Plan, as ad
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EXHIBIT
NUMBER EXHIBIT TITLE

10.07(12)* Amendment to 1993 Directors' Stock Optio n Plan, as adopted May 31,
1994.

10.08(13)* Restatement of Employment Agreement with David Roux as of August
31, 1996.

10.09(16) Amendment No 1 to 1991 Long-Term Equity Incentive Plan, dated
December 9, 1996.

10.10 Amendment to the 1991 Long-Term Equity | ncentive Plan, dated July
14, 1997.

21.01  Subsidiaries of the Registrant.
23.01 Consent of Arthur Andersen LLP.
27.01 Financial Data Schedule.

* Indicates management contract or compensatory @larrangement.

(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 Bi8-3536, as amended.
(3) Incorporated by reference to the Form 10-Kdfifugust 25, 1989.

(4) Incorporated by reference to the Form 10-Kdfiten August 27, 1990.

(5) Incorporated by reference to the Form 8-K filsdDecember 10, 1990.

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

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

(8) Incorporated by reference to the Form S-8 Regjien Statement filed December 23, 1991, File 38:44702.
(9) Incorporated by reference to the Form 10-Qlifi@ January 7, 1993.

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

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

(12) Incorporated by reference to the Form 10-&dfibn July 27, 1994.

(13) Incorporated by reference to the Form 10-&dfibn October 11, 1996.

(14) Incorporated by reference to the Form 10-&dfibn January 10, 1997.

(15) Incorporated by reference to the Form 10-&dfibn April 10, 1997.

(16) Incorporated by reference to the Form 10-&dfibn August 13, 1997.

(17) Incorporated by reference to the Form S-&ifde December 10, 1997.

(18) Incorporated by reference to the Form 8-Aladion March 31, 1998.

(B)REPORTS ON FORM 8-K
None.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Oracle Corporation:

We have audited the accompanying consolidated balsineets of Oracle Corporation, a Delaware cotiporgand subsidiaries as of May 31,
1998 and 1997, and the related consolidated statsroéoperations, stockholders' equity and cashdlfor each of the three years in the
period ended May 31, 1998. These financial statésreamd the schedule referred to below are the nsdipitity of the Company's
management. Our responsibility is to express aniopion these financial statements and schedukdbas 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 whethenmthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digelesn 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 Corporation i
subsidiaries as of May 31, 1998 and 1997, anddbelts of their operations and their cash flowsstach of the three years in the period er
May 31, 1998, in conformity with generally accepsatounting principles.

Our audits were made for the purpose of forminginion on the basic financial statements takea abole. The schedule listed under Item
14(a)2 is presented for purposes of complying wWithSecurities and Exchange Commission's rulessamot a part of the basic financial
statements. This schedule has been subjected &uttigng procedures applied in our audits of tasibfinancial statements and, in our
opinion, fairly states in all material respects financial data required to be set forth thereinglation to the basic financial statements taken
as a whole.

ARTHUR ANDERSEN LLP

San Jose, California
June 16, 1998
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ORACLE CORPORATION
CONSOLIDATED BALANCE SHEETS
AS OF MAY 31, 1998 AND 1997

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

MAY 31,
1998 1997
ASSETS

CURRENT ASSETS

Cash and cash equivalents......................... ... $1,273,681 $ 890,162
Short-term cash investments....................... ... 645518 323,028
Trade receivables, net of allowance for doubtful

accounts of $195,609 in 1998 and $127,840 in 1997 ... 1,857,480 1,540,470
Other receivables............cccoeeiviiineeenne ... 207,544 168,469
Prepaid and refundable income taxes............... ... 260,624 274,366
Prepaid expenses and other current assets......... ... 78,203 74,601

Total current assets..........cccceveervnneenn. ... 4,323,050 3,271,096
LONG-TERM CASH INVESTMENTS......cccceviiriinnne ... 186,511 116,337
PROPERTY, Net....ccooiiiiiiiiiieeiieeciee ... 934,350 868,948
COMPUTER SOFTWARE DEVELOPMENT COSTS, net of accumul ated

amortization of $37,473 in 1998 and $36,303 in 199 7. 99,012 98,981
OTHER ASSETS....coiiiiiiiieeie et ... 276,088 268,953
Total asSets......ccevvvrerrieereeieereenee ... $5,819,011 $4,624,315
LIABILITIES AND STOCKHOLDERS' E QUITY

CURRENT LIABILITIES

Notes payable and current maturities of long-term

debt. .o .. $ 2924 $ 3,361
Accounts payable ... 239,698 185,444
INCOME taXES....evvveieiiieieiiieieiiiis ... 181,354 203,646
Accrued compensation and related benefits......... ... 541,809 394,153
Customer advances and unearned revenues........... ... 877,087 602,862
Value added tax and sales tax payable............. ... 119,600 121,914
Other accrued liabilities.................c...... ... 521,693 410,759
Total current liabilities..............c......... ... 2,484,165 1,922,139
LONG-TERM DEBT.....ccceeeiiieiiieeniieiiieeie ... 304,337 300,836
OTHER LONG-TERM LIABILITIES........ccceeviiene ... 57,095 24,226
DEFERRED INCOME TAXES 15,856 7,402
COMMITMENTS (NOte 5)....evveviiieiiieeiieeenne.
STOCKHOLDERS' EQUITY

Preferred stock, $0.01 par value--authorized,

1,000,000 shares; outstanding: none.............. -- -
Common stock, $0.01 par value, and additional paid in

capital--authorized, 2,000,000,000 shares;

outstanding: 973,336,512 shares in 1998 and

977,970,319 shares in 1997..........ccccceveeee ... 976,275 696,018
Retained earnings........c.cocoeevevevvivvnnnnnns ... 2,023,056 1,686,170
Accumulated foreign currency translation adjustmen ts

and unrealized gain on equity securities......... o (41,773) (12,476)
Total stockholders' equity.........cccceee...... ... 2,957,558 2,369,712
Total liabilities and stockholders' equity....... ... $5,819,011 $4,624,315

See notes to consolidated financial statements.

29



ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED MAY 31, 1998, 1997 AND 1996
(IN THOUSANDS, EXCEPT PER SHARE DATA)

YEAR ENDED MAY 31,

1998 1997 1996

REVENUES

Licenses and other...........ccccceevee. $3,193, 490 $2,896,696 $2,296,572
SEIVICES...cciviiiiiieniie e 3,950, 376 2,787,640 1,926,728
Total revenues.........ccceevveenee. 7,143, 866 5,684,336 4,223,300
OPERATING EXPENSES

Sales and marketing...........cccceeenee 2,371, 306 1,970,394 1,549,231
Cost of services.........cccceevvveeenne 2,273, 607 1,550,466 1,096,013
Research and development.................. 719, 143 555,476 389,093
General and administrative................ 368, 556 308,215 233,141
Acquired in-process research and

development..........ccceeeeriiineennne 167, 054 36,800 50,931
Total operating expenses................. 5,899, 666 4,421,351 3,318,409

OPERATING INCOME

OTHER INCOME (EXPENSE)

Interest income............ccoceeeieee 986 47,381 30,235
Interest expense.... 658) (6,806) (6,632)
Other.......cooovviii, 291 (20,033) (8,984)
Total other income (expense)............. 83, 619 20,542 14,619

INCOME BEFORE PROVISION FOR INCOME TAXES... 1,327, 819 1,283,527 919,510
Provision for income taxes 124 462,070 316,231

NET INCOME...........cceeennne . 695 $ 821,457 $ 603,279

BaSiC.....ccovveeiiieeiiee e $ 0 .83 $ 083 3% 0.62
Diluted........coooviiiiiiiiiiiiieeees $ 0 81% 0813% 0.60
SHARES OUTSTANDING

BasSiC......coeeeeiieeeeieieeeei, 977, 599 984,197 979,557
Diluted.........ccovvrviiiiiiieees 999, 725 1,009,295 1,005,987

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED MAY 31, 1998, 1997 AND 1996
(DOLLARS IN THOUSANDS)

COMMON STOCK AND
ADDITIONAL PAID-IN CAPITAL
NUMBER OF
SHARES AMOUNT
BALANCES, May 31, 1995.. 975,053,448 $ 338,98
Common stock issued
under stock option
plans................. 10,718,087 31,72
Common stock issued
under stock purchase
4,684,519 61,07
Reclassification of put
warrant obligations.... -- 1,05
Proceeds from sale of
call options........... -- 17,17
Repurchase of common
StocK......ccevvneene (6,717,201) (2,67
Effect of common stock
dividend............... - 2,18
Tax benefits from stock
plans................. -- 26,31
Foreign currency
translation
adjustments............ -- --
Unrealized gain on
equity securities...... - -
Net income.............. -- -
BALANCES, May 31, 1996.. 983,738,853 475,83
Common stock issued
under stock option
8,814,265 46,01
Common stock issued
under stock purchase
4,628,451 92,17
Sale of warrants to
purchase stock......... -- 35,89
Repurchase of common
StocK.....cceeviinnne (19,211,250) (10,71
Tax benefits from stock
plans................. -- 56,82
Foreign currency
translation
adjustments............ - -
Unrealized gain on
equity securities...... -- --
Net income.............. -- -
BALANCES, May 31, 1997.. 977,970,319 696,01
Common stock issued
under stock option
8,369,044 72,43
Common stock issued
under stock purchase

plan.......cccoeee.. 5,443,255 131,86
Repurchase of common

StOCK..eeevviieeens (18,446,106) (16,28
Effect of common stock

dividend............... -- 3,26
Tax benefits from stock

plans................. -- 41,62
Foreign currency

translation

adjustments............ - -
Unrealized gain on

equity securities...... -- --
Equity adjustments

related to

acquisitions........... - 47,35
Net income.............. -- --

BALANCES, May 31, 1998.. 973,336,512 $ 976,27

o

1
8
9)

2

0
0)
6

9

n ot

ACCUMULATED FOREIGN
CURRENCY TRANSLATION
ADJUSTMENTS AND
RETAINED UNREALIZED GAIN ON
EARNINGS EQUITY SECURITIES TOTAL

$ 854,138  $18234  $1,211,358
- - 31,720
- - 61,071
37,385 - 38,438
- - 17,175
(110,411) - (113,087)
(2,188) - -
- - 26,316
- (12,147) (12,147)
- 6,326 6,326
603,279 - 603,279
1,382,203 12,413 1,870,449
- - 46,013
- - 92,171
- - 35,898
(517,490) - (528,209)
- - 56,822
- (18,565) (18,565)
- (6,324) (6,324)
821,457 - 821,457
1,686,170 (12,476) 2,369,712
- - 72,432
- - 131,860
(473,543) - (489,823)
(3,266) - -
- - 41,629
- (29,325) (29,325)
- 28 28
- - 47,350
813,695 - 813,695
$2,023,056  $(41,773)  $2,957,558




See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MAY 31, 1998, 1997 AND 1996

(IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES
Net inCOMe........ccoververeerreeene. $ 813
Adjustments to reconcile net income to net

cash provided by operating activities:

Depreciation and amortization.............. 328
Write-off of acquired in-process research
and development............cccccvvvevenns 167
Provision for doubtful accounts............ 106

Changes in assets and liabilities, net of
effects of acquisitions:

Increase in trade receivables............. (464
Decrease (increase) in prepaid and
refundable income taxes.................. 10
Increase in other current assets.......... (52

Increase in accounts payable
Increase in income taxes..................

Increase in customer advances and unearned
FEVENUES....ceeveeeeeeeieiiiiiieeeeas 292
Increase in other current liabilities..... 285
Increase (decrease) in deferred income

TAXES. i 23

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of cash investments............. (1,196
Proceeds from maturities of cash
investments.............
Capital expenditures
Capitalization of computer software
development COStS.............cccvnenene (38
Increase in other assets, net of cash
acquired from acquisitions............... (163

CASH FLOWS FROM FINANCING ACTIVITIES
Net borrowings (payments) under notes

payable and long-term debt............... 3
Payments of capital leases................ 1
Proceeds from common stock issued......... 204

Proceeds from sales of call options.......
Proceeds from sales of warrants...........
Repurchase of common stock................ (489

Net increase in cash and cash equivalents.. 383
CASH AND CASH EQUIVALENTS
Beginning of year..........cccccoeeeneee. 890

End of year

See notes to consolidated financial statements.
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,695 $ 821,457 $ 603,279

,563 264,773 219,494

,054 36,800
915 92,635

50,931
64,412
,994) (628,025) (449,780)
370 (102,864) (20,377)
,301) (8,893) (37,685)
680 16,807 48,392
640 78,050 86,367

,323 175,657 127,126
493 275,534 210,984

086 6,286 (25,351)
055 2287 11,365

,066) (524,313) (238,960)

402 252,077 177,491
,358) (390,741) (308,392)

,079) (28,064) (48,031)

,420) (86,340) (133,596)

862 298,321 (81,624)
A77)  (1,316) (3,546)
292 138,184 92,791
- ~ 17175

~ 35898 @ -

,823) (528,209) (113,087)

,519 174,420 235,584

,162 715,742 480,158

,681 $ 890,162 $ 715,742




ORACLE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 1998

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organization

Oracle designs, develops, markets and supportsuemgoftware products with a wide variety of usesluding database management,
application development and business intelligemtkbasiness applications. The Company also offensudting, education and support
services in support of its customers' use of ifsagre products.

Basis of Financial Statements

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

Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

Foreign Currency Translation

In general, the functional currency of a foreigri@tion is deemed to be the local country's cugre@onsequently, assets and liabilities of
operations outside the United States are gendralhglated into United States dollars using curesghange rates, and the effects of foreign
currency translation adjustments are included @m@ponent of stockholders' equity. At May 31, 1988 1997, accumulated foreign
currency translation losses were $41,803,000 a@c4$8,000, respectively.

The Company hedges certain portions of its expasufereign currency fluctuations through a variefystrategies and financial instruments.
The primary hedging instruments are forward foragohange contracts. At May 31, 1998, the Compaayapproximately $216,766,000 of
forward foreign exchange contracts outstandingeaigés of intercompany accounts of certain of srirational subsidiaries. An additional
$49,080,000 of forward contracts were outstandmbexiges of net assets of certain of its internatisubsidiaries. The fair value of foreign
currency contracts is estimated based on the ap®bf the various hedged currencies as of theoétite period. Gains and losses associated
with currency rate changes on forward foreign ergeacontracts used to hedge intercompany accotmteeorded currently in income, as
they offset corresponding gains and losses onditeggn currency-denominated assets and liabiliigiag hedged. Net foreign exchange
transaction losses and expenses were $8,752,0@3.36600 and $4,232,000 in fiscal 1998, 1997, &861respectively, and are included in
other income and expense. Net gains on equity lsedgee $6,668,000, $7,598,000 and $9,051,0004alf998, 1997, and 1996,
respectively. These net gains on equity hedges memrded as a component of accumulated foreig®iecy translation adjustments in
stockholders' equity.

As of May 31, 1998, the fair value (and carryingoamt) of outstanding foreign forward exchange cacts were as follows:

Contract
Amount  Fair Value

Intercompany account hedges..................... $2 16,766,000 $215,286,000
Equity hedges........ccccoceveeeiveeecineenen. $ 49,080,000 $ 48,239,000
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
MAY 31, 1998

At May 31, 1998 maturities of the Company's forwameign exchange and equity hedge contracts wezlyé months or less in term.
Accounting for Derivative Instruments and Hedging Activities

In June 1998, the FASB issued Statement of FinbAcieounting Standards ("SFAS") No. 133 "Accountfiog Derivative Instruments and
for Hedging Activities" which requires companiesvedue derivative financial instruments, includithgse used for hedging foreign currency
exposures, at current market value with the impéeny change in market value being charged agaarstings in each period. SFAS No.
will be effective for and adopted by the Compantghie first quarter of the fiscal year ending May 3000. The Company anticipates that
SFAS No. 133 will not have a material impact orcitssolidated financial statements.

Supplemental Statements of Cash Flows Data

The Company paid income taxes in the amount of FAB000, $533,914,000 and $438,791,000, and stterpense in the amount of
$16,653,000, $843,000 and $8,616,000 during tlalfigears ended 1998, 1997 and 1996, respectivefiscal 1998, 1997 and 1996, the
Company received income tax refunds in the amoti$9@63,000, $13,273,000 and $6,201,000, respdytifhe Company purchased
equipment under capital leases in the amount 06 1B, $946,000 and $803,000 in fiscal 1998, 19871996, respectively.

Non-cash transactions in fiscal 1996 included the ratipn of $38,438,000 of put warrants which wermdassified from liabilities to
stockholders' equity.

Substantially all of the Company's cash and caslivatents at May 31, 1998 consisted of highly l@jirivestments in time deposits of major
world banks, commercial paper, money market mutuads and taxable municipal securities with orijimaturities or puts of 90 days or
less. The Company considers such investments ¢tadleequivalents for purposes of the statemertastf flows. Cash investments at May
31, 1998 primarily consisted of taxable municipdwities, commercial paper and U.S. Governmennh&g®aper with original maturities or
puts of 91 days or more. No individual investmestsity equaled or exceeded 2% of total assets.

Investments in Debt and Equity Securities

In accordance with SFAS No. 115 and based on tmep@ay's intentions regarding these instrumentsCtirapany has classified all
marketable debt securities and long-term debt tinvests as held-to-maturity and has accounted &gelinvestments at amortized cost. The
Company has classified its marketable equity séesras available-for-sale (included in "Other Ass@& the accompanying consolidated
balance sheets) and recorded net unrealized hojdiimg in equity of $30,000 and $2,000 as of Mayl1®B8 and 1997, respectively, which
were included in "Accumulated foreign currency slation adjustments and unrealized gain on eqgeitysties” in the accompanying
consolidated balance sheets.
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At May 31, 1998 and 1997, the amortized cost basgjgregate fair value and gross unrealized holgaigs and losses by major security type
were as follows:

AMORTIZED A GGREGATE UNREALIZED
COST BASIS F AIR VALUE GAINS/(LOSSES)
( IN THOUSANDS)

Fiscal 1998:
Debt securities issued by states of
the United States and political
subdivisions of the states......... $275,985 $273,613  $(2,372)
Corporate debt securities........... 556,044 556,318 274

Total cash investments.......... $832,029 $829,931  $(2,098)

Fiscal 1997:
Debt securities issued by states of
the United States and political
subdivisions of the states......... $251,670 $251,993 $ 323
Corporate debt securities........... 187,695 187,786 91

Total cash investments.......... $439,365 $439,779 $ 414

All of the Company's long-term investments maturéaiy 30 months.
Concentration of Credit Risk

Financial instruments which potentially subject @@mpany to concentrations of credit risk consishprily of cash investments and trade
receivables. The Company has cash investment gslibat limit investments to investment grade sgesr The Company performs ongoing
credit evaluations of its customer's financial déod and the risk with respect to trade receivalidefurther mitigated by the fact that the
Company's customer base is highly diversified.

Transfer of Financial Assets

The Company offers its customers the option to medts software and services through payment plfamancing or leasing contracts. In
general, the Company transfers future paymentsrithdse contracts to financing institutions on a-necourse basis. The Company records
such transfers as sales of the related accourdgvadte when it is considered to have surrendeoatkal of such receivables under the
provisions of SFAS No. 125, "Accounting for Transfand Servicing of Financial Assets and Extingmiehts of Liabilities."

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-linehod based on estimated useful lives of the asgdt$h range from two to forty years.
Capital leases and leasehold improvements are ewidver the estimated useful lives or lease teasisppropriate.

In fiscal 1998, 1997 and 1996, the Company purchagproximately $13,000, $15,000 and $300,000 getggely, in computer equipment
and maintenance services from nCUBE Corporatianptincipal shareholder of which is Lawrence JisiH, Chief Executive Officer of the
Company, for use in a variety of internal developtrand production purposes.
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Software Development Costs

The Company capitalizes internally generated sofivd@velopment costs in compliance with SFAS No."86counting for the Costs of
Computer Software to be Sold, Leased or Otherwiagkbted." Capitalization of computer software depetent costs begins upon the
establishment of technological feasibility for f®duct. Capitalized software development costsuanteal to $38,079,000, $28,064,000 and
$48,031,000 in fiscal 1998, 1997 and 1996, respelgti

Amortization of capitalized computer software deyshent costs begins when the products are availabfgeneral release to customers, and
is computed on a product-by-product basis as teatgr of: (a) the ratio of current gross revenoesfproduct 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
(generally two to three years). Amortization amewinto $38,035,000, $28,156,000 and $48,815,00@héfiscal years ended May 31, 1998,
1997 and 1996, respectively, and is included inssahd marketing expenses.

Acquisitions

On August 29, 1997, the Company acquired the sldr€SC for approximately $110,000,000 in cash #medconversion of outstanding TSC
options to options to purchase the Company's stsgla result of this conversion, the Company reedra credit to equity of approximately
$8,967,000 related to the value of the stock ogtidine Company received an appraisal of certaamgible assets which indicated that
$91,500,000 of the acquired intangible assets stetsbf in-process research and development. logheon of management and the
appraiser, the acquired in-process research arelateuent had not yet reached technological feitsilsihd had no alternative future uses.
Accordingly, the Company recorded a special chafd&1,500,000 in the first quarter of fiscal 1998e remaining intangible assets
acquired, with an assigned value of approximatdly,800,000, were included in "Other Assets" ingdheompanying consolidated balance
sheets, and are being amortized over a five yaawgheAmortization expense of approximately $6, 800, was included in the accompanying
consolidated statement of operations in fiscal 1998

On August 11, 1997, the Company completed the mexfgés subsidiary, NCI, and Navio, a developmstiaige company, in a stock for stock
exchange valued at approximately $77,000,000. #esalt of the issuance of NCI stock in exchangeHerstock of Navio, the Company
recorded a credit to equity of approximately $38,880. The Company received an appraisal of ceigamgible assets which indicated that
$75,554,000 of the acquired intangible assets stethbf in-process research and development. loghréon of management and the
appraiser, the acquired in-process research arelafeuent had not yet reached technological fedtsilsihd had no alternative future uses.
Accordingly, the Company recorded a special chafdkr5,554,000 in the first quarter of fiscal 1998e remaining intangible assets
acquired, with an assigned value of approximat2lyt®0,000, were included in "Other Assets" in tbeompanying consolidated balance
sheets, and are being amortized over a three gerdp Amortization expense of approximately $500,0vas included in the accompanying
consolidated statement of operations in fiscal 12@8a result of the merger, the Company's ownpristiérest in NCI was reduced to
approximately 66%. The minority interest's sharéhefcharge for the acquired in-process researdtdavelopment, $25,726,000, is reflected
in other income in the accompanying consolidatatestents of operations for fiscal 1998.

As of December 31, 1996, the Company had a minontgstment in Datalogix of approximately 13.4%fdefive January 1, 1997, the
Company completed a merger transaction, by whiabhduired the remaining outstanding shares of Dgitafor approximately $82,000,000
in cash. The Company received an appraisal oficarttangible assets which indicated that $36,800,6f the acquired intangible assets
consisted of in-
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process research and development. In the opiniomofigement and the appraiser, the acquired irepsaesearch and development had not
yet reached technological feasibility and had rterahtive future uses. Accordingly, the Companyréded a special charge of $36,800,00
the accompanying consolidated statement of opastiofiscal 1997. The remaining intangible asaetguired, with an assigned value of
approximately $20,000,000, were included in "Othssets" in the accompanying consolidated balaneetstand are being amortized over a
five year period. Amortization expense of approxieha$4,000,000 and $1,700,000 was included iretedmpanying consolidated statern

of operations in fiscal 1998 and 1997, respectively

On July 27, 1995, the Company completed the adqnsof the on-line analytical processing busineskformation Resources, Inc. for
approximately $100,000,000 in cash. The Compangived an appraisal of certain intangible assetghvimndicated that $50,931,000 of the
acquired intangible assets consisted of in-promssarch and development. In the opinion of manageand the appraiser, the acquired in-
process research and development had not yet éattenological feasibility and had no alternafivieire uses. Accordingly, the Company
recorded a special charge of $50,931,000 in therapanying consolidated statement of operationsaaf 1996. The remaining intangible
assets acquired, with an assigned value of appairign$33,000,000, were included in "Other Assietshe accompanying consolidated
balance sheets and are being amortized over gdaeperiod. Amortization expenses of approxima$y600,000, $6,000,000 and
$5,000,000 were included in the accompanying cadesteld statement of operations in fiscal 1998, 189 1996, respectively.

No pro forma financial statements for the periodsrgo the acquisitions have been provided dudbécamounts being immateri

Deferred Revenues

Deferred revenues primarily relate to support agesgs which have been paid for by customers poitiné performance of those services.
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, 1998.

Revenue Recognition

In October 1997, the American Institute of Certifieublic Accountants ("AICPA") issued SOP No. 97Spftware Revenue Recognition”
which supersedes SOP No. 91-1. SOP No. 97-2 isteféefor the Company's fiscal year beginning Jun&998 and provides guidance on
applying generally accepted accounting principtesbftware revenue recognition transactions. Basetthe Company's current interpreta
of the requirements of SOP No. 97-2, applicatiothaf statement is not anticipated to materiallpatt the Company's revenues, results of
operations or financial condition.

The Company generates several types of revenugding the following:

License and Sublicense Fees. The Company's staeddndser license agreement for the Company's pteguovides for an initial fee to use
the product in perpetuity up to a maximum numbeus#rs. The Company also enters into other licagseement types, typically with major
end user customers, which allow for the use ofdbmpany's products, usually restricted by the nurobemployees, the number of users, or
the license term. Fees from licenses are recogmrigedvenue upon contract execution, providedhgdhsent obligations have been met, fees
are fixed or determinable, and collection is prdbabees from licenses sold
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together with consulting services are generallpgaized upon shipment provided that the abover@iteave been met and payment of the
license fees is not dependent upon the performafiite consulting services. In instances whereafbeementioned criteria have not been
met, both the license and consulting fees are rézed under the percentage of completion methampofract accounting.

The Company receives sublicense fees from its @raltlance members (value- added relicensors, hare\providers, systems integrators
and independent software vendors) based on thizenbés granted by the Oracle Alliance member.iGaride fees typically are based on a
percentage of the Company's list price and arergpeecognized as they are reported by the resell

The Company provides for sales returns based adoriuial rates of return.

Support Agreements. Support agreements generdlifpcshe Company to provide technical support anftware updates to customers.
Revenue on technical support and software updgitésris recognized ratably over the term of thgsupagreement 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.

Accounting for Stock-Based Compensation

Effective June 1, 1996, the Company adopted thedasigre provisions of SFAS No. 123, "Accounting &ock-Based Compensation.” In
accordance with the provisions of SFAS No. 123,Gbenpany applies Accounting Principles Board Opir2é and related interpretations in
accounting for its employee stock option plans. Set 6 to the Consolidated Financial Statementa fsummary of the pro forma effects on
reported net income and earnings per share falfl298 and 1997 based on the fair value of optémnsshares granted as prescribed by
SFAS No. 123.

Income Taxes

Deferred income taxes are provided for timing défeces in recognizing certain income, expense egditdtems for financial reporting
purposes and tax reporting purposes. Such defgrceche taxes primarily relate to the methods obaating for capitalized software
development costs, the timing of recognition ota@rrevenue items, the timing of the deductibitfycertain reserves and accruals for
income tax purposes and the timing of recognitibdicidends from subsidiaries.

Earnings Per Share

On July 14, 1997, the Company announced a threasmistock split in the form of a common stock diind distributed on August 15, 1997
to stockholders of record as of August 1, 1997.p&ll share data and numbers of common shares gedta this Form 10-K have been
retroactively adjusted to reflect the stock split.

In February 1997, the Financial Accounting Stangd@dard issued SFAS No. 128 "Earnings per Sharei¢chwvas adopted by the Company
in the third quarter of fiscal 1998. SFAS No. 12§uires companies to compute earnings per shaer twd different methods, basic and
diluted earnings per share, and to disclose théaedetogy used for the calculations.

38



ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
MAY 31, 1998

Basic earnings per share is calculated using thghtesl average number of shares outstanding dthimgeriod. Diluted earnings per share is
computed on the basis of the weighted average nuaflm@mmon shares outstanding plus the dilutifeatfof outstanding stock options
using the "treasury stock" method. The followingléssets forth the computation of basic and dil@eacdhings per share:

(IN THOUSAND

R ENDED MAY 31,

S, EXCEPT PER SHARE DATA)

Net income.........ccceeveevrnnene. $ 813,695 $ 821,457$% 603,279
Weighted average shares outstanding... 977,599 984,197 979,557
Dilutive effect of employee stock

OPLIONS...cvveiieieeiieieeeene 22,126 25,098 26,430
Diluted shares outstanding. 999,725 1,009,295 1,005,987
Basic earnings per share.............. 0.83 $ 0.83 % 0.62
Diluted earnings per share............ 0.81 $ 0.81% 0.60

Capital Structure

In fiscal 1998, the Company adopted SFAS No. 1P&closure of Information About Capital Structur8FAS No. 129 requires companies
to disclose certain information about their capstalicture. SFAS No. 129 did not have a materigliot on the Company's consolidated
financial statement disclosures.

Comprehensive Income

In June 1997, the FASB issued SFAS No. 130, "Cohmmsive Income," which will be adopted by the Comypia the first quarter of fiscal
1999. SFAS No. 130 requires companies to repoe additional measure of income on the incomestant or to create a new financial
statement that shows the new measure of incomenp@hensive Income"” will include foreign currencgnislation gains and losses and
unrealized gains and losses on equity securitetshidive been previously excluded from net inconterafiected instead in equity. The
Company anticipates that SFAS No. 130 will not haveaterial impact on its consolidated financiatestnents.

Reclassifications
Certain prior year amounts have been reclassifiegbform to the current year presentation.
2. PROPERTY

Property consists of:

YEAR ENDED MAY 31,

(IN THOUSANDS)
.. $813,037 $681,324
. 255625 217,109

Computer equipmMent..........cceeeeeeiiieeeennnnns
Furniture and fixtures.........ccccccceeeevvninne

Automobiles..........cccoeiiiiiiii .. 8,983 6,653

Buildings and improvements...............ccccouee . 565,933 486,208

Land....ccovveriieiieecee e 89,750 85,980
Total oo .. 1,733,328 1,477,274

.. (798,978) (608,326)

..$934,350 $ 868,948
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During fiscal 1994, the Company purchased $85,0Ii0 mortgage notes. These notes are the obligatblV Centrum Associates, a real
estate limited partnership, which owns two buildingased by the Company at its headquarters $ieCbmpany also became a 74% limited
partner in IV Centrum Associates by making a cagibatribution of approximately $4,000,000. The Gmany has the right to leave the
partnership and to take full title to both buildéngithout making further capital contributions. &sesult of the original note purchases and
capital contribution, the Company capitalized tlve building leases, and the $89,100,000 in paymieene been classified as buildings and
improvements.

Additionally, during fiscal 1994, the Company eeiinto an arrangement whereby it leased an dfficeling adjacent to its headquarters
and concurrently acquired the land under the ugidind all outstanding mortgage notes for a tdt&P@,100,000. The Company has various
options to extend the lease and to purchase thdifyiat various times during the lease term. Assailt of the land and note purchases, the
Company has capitalized the building lease, an&222100,000 in payments have been classifiednasdad buildings and improvements.

In fiscal 1997, the Company became a 74% limitethea in 11l Centrum Associates Limited Partnerstapeal estate limited partnership
which owns one of the buildings leased by the Comid its headquarters site, by making a capitatrdaution of $2,500,000. Additionally,

in fiscal 1997, the Company loaned the partner$bip 400,000 in the form of a promissory note satirea deed of trust which was used to
pay off a mortgage on a building owned by the gaghip. The Company has the right to leave thexpeship on January 1, 2000, and to take
title to the building without making further capitontributions. The Company continues to leasebthileling from the partnership. As a res

of the loan and capital contribution, the Compaay bapitalized the building lease, and the $6208@0in payments have been classified as
buildings and improvements.

Equipment under capital leases included in propartay 31, 1998 and 1997 was $28,182,000 and $2%a0, respectively. Accumulated
amortization of leased equipment at such datesh@£285,000 and $27,698,000, respectively.

As of May 31, 1998, future minimum annual leaserpagts under capital leases together with theirgmiegalue were:

YEAR ENDED MAY 31,
.................. (IN THOUSANDS)

1999, e $ 696
2000 .. 293
2001 i 95
2002...cciiiiiiie e 30
Total minimum lease payments.......ccccceeeeeeee. 1,114
Amount representing interest..........ccceeeeeeee. (182)
Present value of minimum lease payments.......... ... $ 932

In March 1998, the AICPA issued SOP 98-1 "Accounfior the Costs of Computer Software Developed lotaded for Internal Use." SOP
No. 9¢-1 is effective for the Company's fiscal year begig June 1, 1998. The Company anticipates that S@M8-1 will not have a
material impact on its consolidated financial stetats.
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3. NOTES PAYABLE AND CURRENT MATURITIES OF LONG-THR DEBT

At May 31, 1998 and 1997, the Company had unseahed-term borrowings from banks which were pagaisi demand in the amounts of
$2,282,000 and $2,532,000, respectively. The Comnplao had current maturities of long-term deb$®&42,000 and $829,000 at May 31,
1998 and 1997, respectively.

4. LONG-TERM DEBT
Long-term debt consists of:

YEAR ENDED MAY 31,

1998 1997

(IN THOUSANDS)
Senior NOteS.....ccuevviiiiiieeiieeiie e . $ 300,000 $ 300,000
Other. ..o . 4,047 64
Capital lease obligations (See Note 2)............. . 932 1,601

Total.eeeiieeieee e . 304,979 301,665

Current maturities..........ccccccvvveveeerennennn. . (642) (829)
Long-term debt..........ccoceeiiiiiiiiininenne, . $ 304,337 $ 300,836

During the third quarter of fiscal 1997, the Compa@sued $150,000,000 in 6.72% Senior Notes ddleeryear 2004 and $150,000,000 in
6.91% Senior Notes due in the year 2007. The S&iotes are unsecured general obligations of thep@omthat rank on a parity with all
other unsecured and unsubordinated indebtedndke @fompany that may be outstanding. As of Mayl398, maturities of long-term debt
(excluding the Senior Notes discussed above ankk#se payments related to capitalized lease digigmdiscussed in Note

2) are:

YEAR ENDED MAY 31,
.................. (IN THOUSANDS)
$ -

1999, i

2000, .

2001 . 47

2002, i 4,000
Total oo $4,047

5. COMMITMENTS

In December 1996, the Company entered into a sge@nmaster lease facility which provides for thastruction or purchase of up to
$150,000,000 of property and improvements to beeédo the Company. In May 1998, this facility wasreased by $32,000,000 to a total of
$182,000,000. The Company's obligation to makeelgayments generally will begin at the end of thiestruction period. Rent will be
payable quarterly in arrears over a term of sevearsy The Company's obligations under the leasi@yawrrently are collateralized by a
forward contract to sell 6,000,000 shares of then@any's Common Stock at $26.50 per share plustamtreubject to adjustments over tir
The forward contract has a stated maturity of Fatyrd 3, 2003. The buyer may complete the sale tnuaey 13, 2001 (or for a fifteen day
period thereafter) or in certain other circumstara® defined by the forward contract. The Compaay, mt its option, anytime during the
lease term substitute other collateral such as tte&sury securities. The Company may, at its oppoirchase the leased properties during
term of the lease at approximately the amount ed@eiby the lessor to construct or

41



ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
MAY 31, 1998

purchase such properties. In the event that thep@ogndoes not exercise its purchase option, thep@agnhas agreed to guarantee that the
properties will have a specified residual valueahhyill be determined at the lease inception dateefich property. As of May 31, 1998,
approximately $114,300,000 of the master leasditiabad been utilized. Leases under the provisifithis agreement are accounted for as
operating leases.

Facilities and certain furniture and equipmentlagsed under operating leases. As of May 31, 1f8®&e minimum annual lease payments
(excluding the master lease facility discussed aeland the lease payments related to capitalizélitiscdiscussed in Note 2) are as follows:

YEAR ENDED MAY 31,
.................. (IN THOUSANDS)

1999 e $145,547
2000 i ——— 127,219
2001 i ——— . 98,595
2002, 77,321
2003 e 60,166
Thereafter......ooovvvviee 226,099
Total oo $734,947

Rent expense was $206,108,000, $184,468,000 argj2R177000, for fiscal years 1998, 1997 and 19%heetively. Rent expense in fiscal
1998, 1997 and 1996 is net of sublease incomembapnately $3,169,000, $1,394,000 and $2,020,08¢pectively.

6. STOCKHOLDERS' EQUITY
Stock Option Plans

The Company's 1985 Stock Option Plan providedHerissuance of incentive stock options to emplopééise Company and non-qualified
options to employees, directors, consultants addgandent contractors of the Company. Under timestef this plan, options were generally
granted at not less than fair market value, beoaxeecisable as established by the Board of Dire€generally ratably over four to five
years), and generally expire ten years from the dagrant. As of May 31, 1998, options to purchh®&d5,379 shares were outstanding
vested. As of May 31, 1998, there were no optionshares of Common Stock available for future gusuder this plan.

In fiscal 1991, the Company adopted both the 1988dibrs Stock Option Plan and the 1990 Executiffee€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 14,445,000 shar€swwimon Stock were reserved for
issuance, generally are granted at not less thaméaket value, become exercisable as establibijze¢de Board of Directors (generally rata
over four years), and generally expire ten yeamnfthe date of grant. As of May 31, 1998 optionpucchase 879,939 shares of Common
Stock were outstanding and vested. Options for3266 shares were available for future grant utitese plans at May 31, 1998.

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, directotovare also employees or consultants, and advisahe Company. Under the terms of this
plan, options to
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purchase 33,750,000 shares of Common Stock wesevszkfor issuance, generally are granted at ssttlean fair market value, become
exercisable as established by the Board of Dirsdpenerally ratably over four years), and gengeatpire ten years from the date of grant.
An additional 27,000,000 shares of Common Stocleweserved for issuance under the plan in eadse|f1994 and fiscal 1996. In fiscal
1997, an additional 51,000,000 shares of CommocokSt@re reserved for issuance under the plan. Adayf 31, 1998, options to purchase
65,922,688 shares of Common Stock were outstandfnghich 30,202,676 shares were vested. Optiond 828,274 shares were available
for future grant under the plan at May 31, 1998date, the Company has not issued any stock pweaigds, stock appreciation rights or
long-term performance awards under this plan.

In fiscal 1993, the Company's Board of Directorspdd 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 3,375,000 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 1993ddars Plan, all grants of options to purchase shaf¢he Company's Common Stock are
automatic and nondiscretionary. Each individual wkoomes an outside director shall automaticallgrbated options to purchase 50,000
shares. The 1993 Directors Plan also providesubsasquent stock option grants. On May 31 of eaal, y&ch outside director will be
granted options to purchase 18,000 shares of thgp@oy's Common Stock, provided that on such datetitside director has served on the
Company's Board of Directors for at least six menth addition, in lieu of the grant of an opti@hgurchase 18,000 shares of Common S
each outside director who has served as a Chaiofidve Executive or Finance and Audit Committe¢hef Company's Board of Directors

will be granted options to purchase 40,000 shar€ommon Stock on May 31 of each year, provided tthe outside director has served as a
Chairman of any such committee for at least one.yaaddition, an outside director who is the Cimeain of the Compensation Committee of
the Company's Board of Directors and who has seonetie Compensation Committee for at least one, yah be granted options to
purchase 25,000 shares of common stock on May 8aaif year beginning May 31, 1998. As of May 388l ®ptions to purchase 821,282
shares of Common Stock were outstanding, of wh@2h360 were vested. Options for 2,186,221 shares ailable for future grant under
this plan at May 31, 1998.

In December 1997, the Company reduced the exguaise of approximately 20% of the outstanding Comr&tock options held by the
Company's employees to the fair market value pareshs of the date of the reduction in price. Then@any repriced these employee stock
options in an effort to retain employees at a timmen a significant percentage of employee stoclonpthad exercise prices that were above
fair market value. The Company believes that stigtions are a valuable tool in compensating aralimiely employees. Executive officers
and directors were excluded from this repricing.
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The following table summarizes stock option plativity:
WEIGHTED AVERAGE
SHARES UNDER OPTION EXERCISE PRICE
Balance, May 31, 1995................. 55,949, 673 $6.14
Granted........cccevivieeeennns 829 20.23
Exercised... 087) 2.95
Canceled........cccccevvevevennnnn. 525) 12.29
Balance, May 31, 1996 , 890 $10.69
Granted........ccceeiivieneenns 418 25.70
Exercised... 265) 5.41
Canceled........cccccevvevevennnnn. 362) 16.67
Balance, May 31, 1997 , 681 $15.00
Granted.........cccoovvvreeennns 867 29.72
Exercised.........ccocoueeeenninnnn. 044) 8.66
Canceled.........cccccoevvienenn. 216) 33.33

Balance, May 31, 1998.... 288 $17.32

As of May 31, 1998, the Company had reserved 1220&® shares of Common Stock for the exercise tbog The range of exercise prices
for options outstanding at May 31, 1998 was $007$34.71. The range of exercise prices for optismiie primarily to the fluctuating price
of the Company's stock over the period of the grant

The following table summarizes information abowic&toptions outstanding at May 31, 1998:

WEIGHTED AVERAGE
NUMBER WEIGHTED WEIGHTED NUMBER EXERCISE PRICE OF
RANGE OF OUTSTANDING AVERAGE REMAINING AVERAGE EXERCISABLE EXERCISABLE

EXERCISE PRICE AS OF 5/31/98 CONTRACTUAL LIFE EXERCISE PRICE AS OF 5/31/98  OPTIONS
$0.70 --$0.70 8,755 4.12 $0.70 8,755 $0.70

$0.89 --$1.35 7,383,136 3.07 $1.30 7,383,136 $1.30

$1.50 --$10.00 8,046,740 4.66 $5.70 7,514,415 $5.88

$10.07 --$14.22 7,754,709 6.18 $12.11 6,231,885 $11.86

$14.28 --$20.94 7,796,364 6.96 $16.77 3,908,992 $16.40

$21.06 -- $22.58 8,030,348 7.66 $22.42 3,865,794 $22.42

$22.75 --$22.75 13,946,863 8.90 $22.75 38,251 $22.75

$22.92 --$25.56 6,991,105 7.93 $23.70 1,875,183 $23.85

$26.06 -- $27.54 1,351,425 8.93 $26.64 231,800 $26.66

$27.67 --$34.71 7,819,843 8.63 $27.91 1,924,143 $27.82

$0.70 --$34.71 69,129,288 6.99 $17.32 32,982,354 $11.64
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Stock Purchase Plan

In October 1987, the Company adopted an EmployeekRurchase Plan (the "1987 Purchase Plan") asidved 54,000,000 shares of
Common Stock for issuance thereunder. In Septed %2, the plan was amended to reserve an additlga¥,500 shares of Common
Stock. The 1987 Purchase Plan was terminated oer®@bpr 30, 1992 and the remaining shares becanilatdgegor issuance under the 1992
Purchase Plan.

In August 1992, the Company adopted the Employeekurchase Plan (1992) (the "Employee Stock RgeRlan™) and reserved
13,500,000 shares of Common Stock for issuanceuhéer. An additional 13,500,000 and 10,500,00@eshaf Common Stock were

reserved for issuance under the plan in fiscal Z8flifiscal 1997, respectively. Under the stoclcpase plan, the Company's employees may
purchase shares of Common Stock at a price pee $hatris 85% of the lesser of the fair market @as of the beginning or the end of the
semi-annual option period. Through May 31, 199892%,276 shares had been issued and 10,145,6 &5 srarreserved for future issuances
under this plan.

During fiscal 1998, 1997 and 1996 the Company ©8$)443,255, 4,628,451 and 4,684,519 shares, ridaplgcunder the Employee Stock
Purchase Plan. If the Company had elected to réoegime compensation cost based on the fair vdltieecemployee's purchase rights, the
cost would have been estimated using the Blacki8shoodel, with the following assumptions for eatlhe two six-month periods in fiscal
1998, 1997 and 1996: (i) dividend yield of zerogaet for all periods, (ii) expected life of one+fhgar for all periods,

(iiif) expected volatility of 39%, 37.5% and 37.58&6d (iv) risk-free interest rates within a rang&d&5% to 6.37%. The weighted-average fair
value of each purchase right granted in fiscal 19987 and 1996 was $9.35, $6.35 and $4.19 pee stempectively.

Shareholder Rights Plan

On December 3, 1990, the Board of Directors adoat8tiareholder Rights Plan. The Shareholder RRjats was amended on March 31,
1998. Pursuant to the Shareholder Rights PlarCtmpany distributed Preferred Stock Purchase Raghtsdividend at the rate of one Right
for each share of the Company's Common Stock hefddzkholders of record as of December 31, 198@.Board of Directors also
authorized the issuance of Rights for each sha@oaimon Stock issued after record date, until aecwwe of certain specified events. The
Shareholder Rights Plan was adopted to provideption to stockholders in the event of an uns@étittempt 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 15% of the Company's Common Stockiotef days (or such later date as may be detethioy the Board of Directors)
following the announcement of a tender offer whiabuld result in a person or group obtaining benafiownership of 15% or more of the
Company's outstanding Common Stock, subject t@iceeixceptions (the earlier of such dates beinigadahe "Distribution Date.") The
Rights are initially exercisable for one-six thondaeven hundred fiftieth of a share of the Com[saBgries A Junior Participating Preferred
Stock at a price of $125.00 per one-six thousamdrsbundred fiftieth of a share, subject to adjestmHowever, if (i) after the Distribution
Date the Company is acquired in certain typesasfdactions, or (ii) any person or group (with daréxceptions) acquires beneficial
ownership of 15% of the Company's Common Stock) tiiders of Rights (other than the 15% holder) bel entitled to receive upon
exercise of the Right, Common Stock of the Comp@anyn the case of acquisition of the Company, Camr8tock of the acquirer) having a
market value of two times the exercise price ofRlight.

The Company is entitled to redeem the Rights, @00®0148 per Right, at the discretion of the BazfrBirectors, until certain specified
times. The Rights are not exercisable until the gamy's period for redemption
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has passed. The Company may also require the exelwdiRights, at a rate of one share of CommonkSfoc each Right, under certain
circumstances. The Company also has the abiligrtend the Rights, subject to certain limitations.

Stock Repurchases

The Company's Board of Directors has approveddparchase of up to 106,000,000 shares of Commark $tothe open market to reduce
the dilutive effect of the Company's stock plansisBant to this repurchase program, the Comparghpsed 18,466,106 shares of the
Company's Common Stock for approximately $489,823] fiscal 1998, 19,211,250 shares of the Comgabgmmon Stock for
approximately $528,209,000 in fiscal 1997, 6,711,80ares of the Company's Common Stock for apprabeiyn $113,087,000 in fiscal 1996
and 26,458,313 shares of the Company's Common Sioelpproximately $200,646,000 prior to fiscal 699

Stock Warrants

During fiscal 1994 and 1995, the Company sold 8,528 put warrants. On March 24, 1995, 5,253,75Biede put warrants were canceled at
minimal cost and the remaining warrants expiredhatt being exercised. Additionally, the Companycbassed 5,393,250 call options in
fiscal 1994 and 1995. On July 6, 1995, the Comsahy 3,283,875 of the call options and creditedniiieproceeds of $17,175,000 to equity.
The remaining 2,109,375 call options were exercisgdctober 1995 at $14.05 per share for a tot$28,648,000 and were included in stock
repurchases for fiscal 1996.

During fiscal 1997, the Company sold 9,000,000 aats, each of which entitles the holder to purclemeshare of Common Stock at prices
between $51.33 and $51.70. These warrants expM@ain2000 and the proceeds of $35,898,000 wereaterkth equity.

During fiscal 1998, the Company, as part of ithatized stock repurchase program, sold put warmmspurchased call options through
private placements. As of May 31, 1998, the Comgas/a maximum potential obligation under the patrants to buy back 17,901,000
shares of its common stock for prices ranging f&i5.86 to $22.77 per share for an aggregate pfiapproximately $343,000,000. The put
warrants will expire from January 1999 through Asigl999. The Company purchased call options fds@®300 shares of its Common Stock
at prices ranging from $18.09 to $26.09 per sharam aggregate price of approximately $212,000,06@ call options will expire from
January 1999 through August 1999.

Accounting for Stock-Based Compensation

Pro forma information regarding net income and im@sper share is required by SFAS No. 123. THigrimation is required to be determir
as if the Company had accounted for its employeekgburchase plan and employee stock options giantesequent to May 31, 1996 under
the fair value method of that statement.

The fair value of options granted for fiscal yeansling May 31, 1998, 1997 and 1996 reported belaswtieen estimated at the date of grant
using a Black- Scholes option pricing model wita ftbllowing weighted average assumptions:

Y EAR ENDED MAY 31,
EMPLOYEE STOCK OPTIONS 1998 1997 1996
Expected life from vest date (in years):

Employees........ccccocvvveeeeiennnnennn. 0 45 041 041
Officers and Directors.................... 0.43-6 .14 0.43-6.14 0.43-6.14
Risk-free interest rates.................... 5.6-6 .6% 5.6-6.8% 5.30-6.7%
Volatility.......cooevvveeriiiiiiiennen. 39 0% 37.5% 37.5%

Dividend yield............cccoeveiiinnnne -- -- --
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The Black-Scholes option valuation model was dewetifor use in estimating the fair value of tradptions that have no vesting restrictions
and are fully transferable. In addition, optionuatlon models require the input of highly subjeetissumptions, including the expected stock
price volatility. The Company's options have cheeggstics significantly different from those of é@d options, and changes in the subjective
input assumptions can materially affect the falugaestimate. Based upon the above assumptiongeigited average fair value of emplo
stock options granted during fiscal 1998, 1997 B9@6 was $9.32, $11.60 and $8.89 per share, régplgct

For purposes of pro forma disclosures, the estidnfatie value of the options is amortized over tipians' vesting period. Had the Company's
stock option and stock purchase plan been accotimteshder SFAS No. 123, net income and earningsipare would have been reduced to
the following pro forma amounts:

YEAR ENDED MAY 31,
1998 1997 1996
(IN THOUSANDS, EXCEPT PER SHARE DATA)
Net income:
As reported..........cceeeeenne $ 813,695% 821,457 $ 603,279
Pro forma.........ccecceeeeennes $ 656,711 % 737,288% 572,875
Earnings per share:
BasiC....ccccveeviiiireeeinen $ 0.83 % 0.83$% 0.62
Diluted.........ccoovveeeennneen. $ 0.81% 0.81% 0.60
Proforma basic.................... $ 0.67 % 0.75 % 0.58
Proforma diluted.................. $ 0.66 $ 0.74 % 0.57

The effects of applying SFAS No. 123 on pro fornszldsures of net income and earnings per sharisfal 1998, 1997 and 1996 are not
likely to be representative of the pro forma ef§amt net income and earnings per share in futuaesye

7. INCOME TAXES
The following is a geographical breakdown of tharpany's income before taxes:

YEAR ENDED MAY 31,

(IN THOUSANDS)

DOMESLIC......coviieiiiiiiiiciec e $7 99,814 $ 952,131 $680,172
Foreign........ocovevieiiiiice 5 28,005 331,396 239,338
Total....oooeiiiiiii, $1,3 27,819 $1,283,527 $919,510
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The provision for income taxes consists of theofwlhg:

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

as follows:

Current payable:
Federal

Deferred payable (prepaid):
Federal.........ccovveiiiiiiiiiiiiee, 4

YEAR ENDED MAY 31,

(IN THOUSANDS)

5,837 $318,976 $253,514
4,035 55,387 42,738
3,790 169,080 109,712

5116 (53,480) (67,865)
9,369) (11,136) (8,129)
4715 (16,757) (13,739)

4,124 $462,070 $316,231

YEAR ENDED MAY 31,

1 998 1997 1996
(IN THOUSANDS)

Tax provision at statutory rate............... $46 4,737 $449,234 $321,829
Tax creditS......cccvvvvveieeiiieeeeeeeen, (1 2,500) (13,455) (692)
Tax benefit of exempt FSC income.............. 1 8,214) (22,130) (20,831)
State tax expense, net of federal benefit..... 3 4,367 31,632 22,800
Foreign taxes provided at rates other than the
U.S. statutory rate.........cceeeevveennnne (1 0,260) 6,797 (1,977)
Nondeductible write-off of acquired in-process
research and development 4 9,274 10,405 --
Other, Net.....coeviiiiiiiiceeee 6,720  (413) (4,898)
Provision for income taxes.................... $51 4,124 $462,070 $316,231
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The components of the deferred tax assets anditiiedias reflected on the balance sheet, coonét$te following:

YEAR ENDED MAY 31,
19 98 1997 1996

(IN THOUSANDS)
Deferred tax liabilities:

Capitalized software development costs...... $(38 ,051) $(40,506) $(34,858)
Other tax liabilities.............cccee..e. (a0 ,787)  (793) (16,319)
Total deferred tax liabilities............ (48 ,838) (41,299) (51,177)
Deferred tax assets:
Reserves and accruals....................... 117 ,705 101,444 44,155
Differences in timing of revenue
recognition.......cccceeevvveeeeiiineenn. 77 ,335 104,561 51,366
Foreign earnings deemed repatriated......... -- 25,400 49,325
Net operating loss carryovers............... 16 173 24,935 16,417
Depreciation and amortization............... 55 ,550 65,368 29,670
Deferred cost sharing gain.................. 30 412 - -
Employee compensation and benefits.......... 35 ,602 27,476 35,459
Other tax assets........ccccocevveveeriinns 6 ,894 14,640 35,569
Total deferred tax assets................. 339 ,671 363,824 261,961
Valuation allowance......................... (6 ,986) (8,784) (7,815)
NEL .ot $283 ,847 $313,741 $202,969
Recorded as:
Prepaid and refundable income taxes......... $260 ,624 $274,366 $171,560
Deferred income taxes...........ccccueeee. (15 ,856) (7,402) (9,207)
Other assets.......cccceeeerivereerninnen. 39 ,079 46,777 40,616
$283 ,847 $313,741 $202,969

The Company provides United States income taxdh@earnings of foreign subsidiaries unless theycansidered permanently invested
outside the United States. As of May 31, 1998 ctimaulative amount of earnings upon which Unitedestancome taxes have not been
provided are approximately $411,979,000. At May 198, the unrecognized deferred tax liabilitytfigse earnings is approximately
$53,760,000.

Certain foreign subsidiaries of the Company haveoperating loss carryforwards at May 31, 1998&liog approximately $60,414,000,
which may be used to offset future taxable incontese carryforwards expire at various dates; $T@7i® 1999, $945,000 in 2000,
$2,795,000 in 2001, $9,689,000 in 2002, $1,419i0GM03, $4,604,000 in 2004, $12,376,000 in 2008, the remaining balance has no
expiration.

The Company's federal tax returns have been exanbin¢he Internal Revenue Service for all yearsugh 1991. The IRS has assessed taxe:
for 1988, 1989, 1990 and 1991 that the Compangrisesting in Tax Court. The IRS is examining thenpany's U.S. income tax returns for
1992 through 1995. Management does not believeallaiutcome of these matters will have a matadakrse effect on the Company's
consolidated results of operations or consolidéitehcial position.
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8. SEGMENT INFORMATION

The Company operates in one industry segment:aheldpment and marketing of computer software atated services. The Company's
products are marketed internationally through tbenany's subsidiaries and through distributorgraetmpany revenues are generally based
on a sublicense fee, representing a percentagecoke and support revenues generated by non-pegatmns from their unaffiliated
customers.

The following table presents a summary of operatioyn geographic region:

Y EAR ENDED MAY 31,

(IN THOUSANDS)
Revenues from unaffiliated customers:

Domestic operations $3,571,1 59 $2,664,962 $1,815,725
International operations:
Europe/Middle East/Africa operations.. 2,297,3 40 1,881,157 1,541,308
Asia Pacific operations............... 797,9 95 809,604 605,244
Other Americas operations... 477,3 72 328,613 261,023
Total international operations...... 3,572,7 07 3,019,374 2,407,575
Consolidated............ccccceeveirnne. $7,143,8 66 $5,684,336 $4,223,300
Intercompany revenues:
Domestic operations..................... $ 694,0 72 % 646,389 $ 508,201

Operating income (excluding acquired in-
process research and development):

Domestic operations..................... $ 991,6 28$ 963,391 $ 714,208
Europe/Middle East/Africa operations.... 238,6 41 165,919 113,956
Asia Pacific operations................. 100,4 86 125,811 81,844
Other Americas operations.. 80,4 99 44,664 45,814
Consolidated............ccceeveee. $1,411,2 54 $1,299,785 $ 955,822
Identifiable assets:
Domestic operations..................... $3,821,2 39 $2,894,912 $1,976,487
Europe/Middle East/Africa operations.... 1,367,9 01 1,131,723 942,816
Asia Pacific operations................. 375,5 44 445,930 336,640
Other Americas operations.. .. 2543 27 151,750 101,300
Consolidated

. $5,819,0 11 $4,624,315 $3,357,243

In 1997, the Financial Accounting Standards Boastiéd SFAS No. 131, "Disclosures about Segmeras &nterprise and Related
Information," which will be adopted by the Companyits 1999 annual consolidated financial statemeBFAS No. 131 requires companies
to report financial and descriptive information abits reportable operating segments, includingrssg profit or loss, certain specific
revenue and expense items, and segment assetsl| as wmformation about the revenues derived ftbenCompany's products and services,
the countries in which the Company earns revenndsalds assets, and major customers.
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9. LEGAL PROCEEDINGS

Shareholder class actions were filed in the Califo6Superior Court for the County of San Mateo agathe Company and its chief financial
officer and chief operating officer on and aftercBmber 18, 1997. The class actions were broughtbalf of purchasers of the stock of the
Company during the period April 29, 1997 throughc@maber 9, 1997. Plaintiffs allege that the defetslarade misstatements about
anticipated revenue growth in the Company's databad applications businesses, while selling Comptotk, in violation of California
state securities laws. The class actions have t@ssolidated into a single action. On June 16, 1888Court overruled the Company's
demurrer to the complaint and ordered defendarassaver the complaint within thirty days. The Comphelieves that it has meritorious
defenses to this action and intends to vigorousferd it.

The Company is subject to various other legal prdo®s and claims, either asserted or unassertadh\arise in the ordinary course of
business.

While the outcome of these claims cannot be prediatith certainty, management does not believettigbutcome of any of these legal
matters will have a material adverse effect onGbenpany's consolidated results of operations os@dated financial position.
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SCHEDULE I

ORACLE CORPORATION
VALUATION AND QUALIFYING ACCOUNTS

BALANCE AT ADDITIONS BALANCE
BEGINNING  CHARGED TRANSLATION AT END
CLASSIFICATION OF PERIOD TO OPERATIONS WRITE-OFFS ADJUSTMENTS OF PERIOD

Allowance for Doubtful
Accounts Year Ended:

May 31, 1996.......... $ 67,728,000 $ 64,412,000 $(23,229,000) $(3,200,000) $105,711,000
May 31, 1997.......... $105,711,000 $ 92,635,000 $(68,804,000) $(1,702,000) $127,840,000
May 31, 1998.......... $127,840,000 $106,915,000 $(34,407,000) $(4,739,000) $195,609,000
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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, theredatp authorized, on July 21, 1998.

Oracle Corporation

Lawrence J. Ellison
By:

Lawrence J. Ellison, Chief
Executive Officer

Pursuant to the requirements of the Securities &xgh 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
Lawrence J. Ellison Chief Executiv e Officer and Chairman of July 21, 1998
the Board of D irectors (Principal
Lawrence J. Ellison Executive Offi cer)
Raymond J. Lane President, Chi ef Operating Officer and July 21, 1998
Director

Raymond J. Lane

Jeffrey O. Henley Executive Vice President, Chief July 21, 1998
Financial Offi cer and Director

Jeffrey O. Henley (Principal Fin ancial Officer)

Thomas A. Williams Vice President and Corporate Controller July 21, 1998
(Principal Acc ounting Officer)

Thomas A. Williams

Jeffrey Berg Director July 21, 1998

Jeffrey Berg

Michael J. Boskin Director July 21, 1998

Michael J. Boskin

Jack Kemp Director July 21, 1998
Jack Kemp
Donald L. Lucas Director July 21, 1998

Donald L. Lucas

Richard A. McGinn Director July 21, 1998

Richard A. McGinn
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EXHIBIT 10.10
Amendment to 1991 Long-Term Equity Incentive Plan dted July 14, 1997
Section 3 of the 1991 Plan shall be amended tdfaltbllowing sentences at the end of Section 3:

Notwithstanding the other terms of this Plan, amigranted by Treasury Services Corporation (cilely, the "TSC Options ") shall t
assumed by the Corporation under this Plan purgoahe Agreement and Plan of Reorganization daseaf July 30, 1997, and, with respect
to the TSC Options, this Plan shall include thenseand conditions of such TSC Options as applicaile to such options. To the extent any
provision of this Plan could be deemed to providedditional benefit to the holders of the TSC ©@pdi within the meaning of

Section 424(a) of the Code, such provision shallapply to such option holder, and to the extegttarm contained in the applicable TSC
Option directly conflicts with the terms of thisaPl the terms of the applicable TSC

Option shall govern.



EXHIBIT 21.01
ORACLE CORPORATION
FEDERAL I. D. # 94-28711
SUBSIDIARIES OF THE REGIST
AS OF MAY 31, 1998
LIST OF ENTITIES:

STA
SUBSIDIARY OF
Oracle (Barbados) Foreign Sales Corporation  Bar
Network Computer, Inc. Del
Datalogix International, Inc. Del
Intercom Global Corporation Del
Intercom Software Corporation Del
Intercom Network Corporation Del
Oracle Credit Corporation Cal
Oracle China, Inc. Cal
Oracle Taiwan, Inc. Cal
Oracle Complex Systems Corporation Del
Oracle Japan Holding, Inc. Del
RSIB, Inc. Del
Oracle Holdings, Inc. Del
Oracle GmbH Aus
Oracle Belgium N.V. Bel
Oracle Software d.o.0. Cro
Oracle Czech S.R.O. Cze
Oracle Danmark A/S Den
Oracle Deutschland GmbH Ger
Oracle Finland OY Fin
Oracle France S.A. Fra
Oracle Hellas S.A. Gre
Oracle Hungary Kit. Hun
Oracle Europe Manufacturing Limited Ire
Oracle Technology Company Ire
Oracle ltalia, S.p.A. Ita
Oracle Holding Antilles NV Net
Network Computer Incorporated, Nederland B.V. The
Oracle Nederland B.V. The
Folebo BV The
Oracle Norge AS Nor
Oracle Polska, Sp. z.0.0. Pol
Oracle Portugal - Sistemas De Informacao, LDA Por
Oracle Slovensko spol. s.l.0. Slo
Oracle Slovenia d.o.o0. Slo
Oracle Iberica S.A. (Spain) Spa
Oracle Svenska AB Swe
Oracle Software (Switzerland) Ltd. Swi
Oracle AG Swi
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EXHIBIT 21.01 (CONTINUED)
ORACLE CORPORATION
FEDERAL I. D. # 94-28711
SUBSIDIARIES OF THE REGIST
AS OF MAY 31, 1998
LIST OF ENTITIES:

STA
SUBSIDIARY OF
Oracle Corporation OLAP, Ltd. UK
Oracle Corporation UK Limited UK
Oracle Resources Ltd. UK
Oracle Corporation Nominees, Ltd. UK
Oracle EMEA Management Ltd. UK
Oracle Systems Limited Cyp
Oracle Software Systems Israel Limited Isr
Saudi Oracle Limited Sau
Oracle (South Africa) (Pty) Limited Sou
Oracle Biligisayer Sistemleri Limited Sirketi Tur
Oracle Argentina S.A. Arg
Oracle do Brazil Sistemas Ltda. Bra
Oracle Caribbean, Inc. Pue
Oracle Holding Cayman Cay
Sistemas Oracle de Chile S.A. Chi
Centro de Capacitacion Oracles Ltda. Chi
Oracle Colombia Limitada Col
Oracle Centroamerica S.A. Cos
Oracle Ecuador S.A. Ecu
Oracle Mexico S.A. de C.V. Mex
Oracle del Peru, S.A. Per
Oracle Uruguay, S. A. Uru
Oracle de Venezuela C.A. Ven
Oracle Corporation Canada, Inc. Can
La Societe D'Informatique Oracle du
Quebec, Inc. Can
Oracle Corporation Japan Jap
Oracle Systems (Australia) Pty. Ltd. Aus
Beijing Oracle Systems Company Limited Chi
Oracle Systems China (Hong Kong) Limited Hon
Oracle Systems Hong Kong Limited Hon
PT Oracle Indonesia Ltd. Ind
Oracle Systems (Korea) Ltd. Kor
Oracle Systems Malaysia Sdn. Bhd. Mal
Oracle New Zealand, Ltd. New
Oracle Systems (Philippines) Inc. Phi
Oracle Systems South East Asia (Singapore)
Pte. Ltd. Sin
Oracle Systems (Thailand) Company Limited Tha
Oracle Vietnam Vie
Oracle Software India Ltd. Ind
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EXHIBIT 23.01
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cangehe incorporation of our report dated JunelB®8 included in this Form 10-K, into
the Company's previously filed Registration Statetsi¢File No.'s 33-3536, 33-16749, 33- 33564, 33024 33-51754, 33-53349, 33-53351,
33-53355, 333-18997, 333-19001 and 333-41935) om 8.

ARTHUR ANDERSEN LLP
San Jose, California

July 21, 199¢



ARTICLE 5

This schedule contains summary financial infornragatracted from the financial statements containdde Company's Annual Report on
Form 10-K for the fiscal year ended May 31, 1998 mnqualified in its entirety by reference to swthatements.

MULTIPLIER: 1,000

PERIOD TYPE 12 MOS
FISCAL YEAR END MAY 31 199¢
PERIOD START JUN 01 199
PERIOD END MAY 31 199¢
CASH 1,273,68.
SECURITIES 645,51¢
RECEIVABLES 2,053,08!
ALLOWANCES 195,60¢
INVENTORY 11,04¢
CURRENT ASSET¢ 4,323,05!
PP&E 1,733,32
DEPRECIATION 798,97¢
TOTAL ASSETS 5,819,01.
CURRENT LIABILITIES 2,484,16!
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 9,73:
OTHER SE 2,957,55!
TOTAL LIABILITY AND EQUITY 5,819,01.
SALES 0
TOTAL REVENUES 7,143,86!
CGS 0
TOTAL COSTS 2,273,60
OTHER EXPENSES 0
LOSS PROVISION 106,91!
INTEREST EXPENSE 16,65¢
INCOME PRETAX 1,327,81!
INCOME TAX 514,12-
INCOME CONTINUING 813,69!
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 813,69!
EPS PRIMARY 0.8:
EPS DILUTED 0.81
End of Filing
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