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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended May 31, 2002
OR

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

Commission file number: 0-14376

Oracle Corporation

(Exact name of registrant as specified in its chaetr)

Delaware 94-287118¢
(State or other jurisdiction of (I.R.S. employer
incorporation or organization) identification no.)

500 Oracle Parkway
Redwood City, California 94065

(Address of principal executive offices, includingip code)

(650) 506-7000

(Registrant’s telephone number, including area code

Securities registered pursuant to Section 12(b) afie Act:
None

Securities registered pursuant to Section 12(g) ¢ie 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 Secti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requireiilésuch reports), and (2) has been
subject to such filing requirements for the pastég@s. YES NO [O

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K i¢ contained herein and will not be
contained, to the best of registrant’s knowledgedéfinitive proxy or information statements incorgted by reference in Part 1l of this Form
10-K or any amendment to this Form 10-KJ

The aggregate market value of the voting stock hgldon-affiliates of the registrant as of July 2602 was $55,146,909,285. This
calculation does not reflect a determination tleaspns are affiliates for any other purposes.

Number of shares of common stock outstanding dsilgf15, 2002: 5,433,193,0:
Documents Incorporated by Reference:

Part Ill—Portions of the registrant’s definitiveguy statement to be issued in conjunction withsgnt's annual stockholders’ meeting to be
held on October 14, 2002.
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Forward-Looking Statements

In addition to historical information, this Annuakeport on Form 10-K contains forwalabking statements that involve risks and unceties
that could cause our actual results to differ mallgr Factors that might cause or contribute tohsdifferences include, but are not limited to,
those discussed in the section entitled “Managem®iscussion and Analysis of Financial Position &esults of Operations—Factors That
May Affect Our Future Results or the Market Pri¢®ar Stock.” When used in this report, the wordggects,” “anticipates,” “intends,”
“plans,” “believes,” “seeks,” “estimates” and siarilexpressions are generally intended to identifwérdiooking statements. You should 1
place undue reliance on these forward-looking states, which reflect our opinions only as of theedaf this Annual Report. We undertake
no obligation to publicly release any revisionsghe forward-looking statements after the date @&f document. You should carefully review
the risk factors described in other documents leefifom time to time with the Securities and Exapai€ommission, including the Quarterly

Reports on Form 10-Q to be filed by us in fiscay2003, which runs from June 1, 2002 to May 30320
PART |

Item 1. Business

General

Oracle Corporation is the workllargest enterprise software company. We devetapufacture, market and distribute computer sofvitaai
helps our customers manage and grow their busin@ssemanage their operations. Our software predizst be categorized into two broad
areas: database technology software and applisasioftware. Our database technology software pesvich internet platform for developing
and deploying applications on the internet andanparate intranets. Database technology softwarduyats include database management
software, application server software and develoyrtwols that allow users to create, retrieve andify the various types of data stored in a
computer system. Our applications software cancbessed with standard web browsers and can beasedomate business processes and
to provide business intelligence for marketingesabrder management, procurement, supply chaimyfaeturing, service, human resources
and projects. We offer a fully integrated suitepplications built upon a unified information ateltiture. Our software runs on a broad range
of computers, including mainframe computers, minmipaters, servers, workstations, personal compugg®p computers and information
appliances, such as hand-held devices and molmlegsh Our software is also supported on sever@rdift operating systems, including
UNIX, Windows, WindowsNT, OS/390 and Linux. In atidh to computer software products, we offer a eafjconsulting, education,
support and other services. We also offer customboschoose not to install our applications onrtbain hardware outsourcing services that
permit web browser access to our database technatuodysoftware applications hosted at sites thabpezate or manage.

We were incorporated in 1986 as a Delaware corjporaind are the successor to operations origitefyun in June 1977. Our principal
executive offices are located at 500 Oracle Park®Raylwood City, California and our telephone nunmib&50-506-7000. Our web site is
www.oracle.com. The information posted on our wigbis not incorporated into this Annual Report.

Product Development Architecture
Oracle’s Internet Architecture

Our product development platform is based on asriiret architecture comprised of interconnectedidesta servers, application servers and
client computers or devices running web browsertgrhet computing allows business information gogliaations to be managed from
centralized locations. End users can access bssitata and applications through standard web bmswBatabase servers manage the
underlying business information, while applicatgsrvers run the business applications. These seaveltypically managed by

1



Table of Contents

professional information technology managers. Imtiast, traditional client/server computing arctiitees require that each client computer
run and manage its own applications and also bategdevery time an application changes. We belieaethe network-centric design of our
software for internet computing improves networkfipenance and data quality and helps our custoimetter control installation,
maintenance and training costs associated withrrdton technology infrastructure.

Electronic Commerc

We believe that electronic commerce, broadly defitzeinclude internal management of corporate dathfunctions through the application
of internet services, as well as the exchange oflg@and services over the internet, will play ammeasingly important role in the future
development of the world economy. This belief Egnificant factor in our software development t&gy. Electronic commerce can provic
relatively low-cost means to automate the suppbirghexpand global markets, increase efficiencyiamtove customer service. We believe
that as organizations transform the way their egg#s work, communicate, share knowledge and delisdere, they will need to develop and
deploy internet-based business and commerce apiplisan order to remain competitive.

Research and Developme

We enhance our existing products and develop nedugis to meet changing customer requirements.aragsand development expenditt
were 11%, 10% and 10% of total revenues in fis6@P2 2001 and 2000, respectively. As a percentalieemse revenues, research and
development expenditures were 31%, 25% and 23%6alf2002, 2001 and 2000, respectively.

Major Product Families

Our software products are categorized into two majoduct families: database technology and apdina. Database technology revenues
include revenue for database, internet applica@mer and internet developer suite. License res®fmom database technology products
represented 28%, 32% and 33% of total revenuasdalf2002, 2001 and 2000, respectively. Applicatioense revenues represented 7%
and 9% of total revenues in fiscal 2002, 2001 &b@D2respectively.

Oracle Database

The Oracle relational database management systarkeg component of our internet platform and eesitthe storage, manipulation and
retrieval of relational, object-relational, multintensional and other types of data.

In March 1999, we introduced Oradg, a database designed as the foundation for irttdewelopment and deployment. The Oraile
database extended our technology in the areag@htEnagement, transaction processing and datdowsimg. Internet features, which are
built directly inside the database, allow userbuid internet applications that lower costs, erdeacustomer and supplier interaction and
provide global information access over differentnpaiter architectures and across the enterprise.

In June 2001, we introduced Ora8lg which is designed to run applications with a Vieigh degree of scalability and reliability across
multiple computers clustered together. The Oraatalthse with Real Application Clusters acts asglesidatabase in a cluster of computers
linked together, and does not require the datatsdparated on multiple computers. Customers agplysiadd computers to the cluster, and
the database software adapts to utilize the additicomputing resources, thereby significantly ioyimg application scalability and
availability without requiring users to modify theipplications. Customers can achieve significast savings by scaling up and eliminating
fail-over servers, and by using lower cost hardvearéhe basis of the cluster, instead of largeeregpensive computers.

2
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In addition to Oracl®i Real Application Clusters, Oract Database contains features that facilitate custe'maéility to build, deploy and
manage internet applications at lower costs. Tlyefé@tures of Oracl@i include improved database availability, functiotyalenhanced
security capabilities and a more complete and mated infrastructure for building business intedlige applications.

Oracle Application Server

In June 2000, we introduced Oracle Application Seiersion8i, an open software platform for developing, depigyand managing
distributed internet software application progra@eacle Application Servedi provided the infrastructure required to run intér@mputing
applications and enabled customers to build antbgiggortals, transactional applications and busnetelligence facilities with a single
product.

In October 2000, we introduced Ora®ieApplication Server or Oracl®AS, a consolidated software platform based on inglistandards,
which makes it easier for developers to build aeplaly web services, web sites and portals and vesledapplications. OrackASsupports
a range of development languages and tools, inojuitie latest J2EE technologies, and complies iwithstry standards. In addition, Oracle
9iASincludes clustering and caching technology, whighificantly increases application reliability, jemmance and scalability. OracdAS
thereby enables customers to reduce the need $dy ¢c@mrdware or software infrastructure upgrades.

Oracle9iASalso includes Portal, which allows personalizedgiaites to be rapidly developed and deployedy#h single sign on and
security. Portal sites are assembled using ‘psithathich are reusable interface components thatige access to Web-based resources such
as applications, business intelligence reportsjisgted content feeds and outsourced softwarecgesWVith the Oracl@iASWireless

Option, portal sites can be made available to aingless device.

Oracle Developer Suite

Oracle Developer Suite is an integrated suite gEigment tools designed to facilitate rapid depeient of internet database applications
and web services. Built on internet standards sischava, XML, CORBA and HTML, the developer suitatains application development
tools and business intelligence tools.

The Developer Suite includes Oracle JDevelopeava development tool suite for modeling, buildidgbugging and testing enterprise-class
applications. In addition, the suite contains Qgdaesigner, a tool that allows developers to mbdsiness processes and automatically
generates enterprise database applications, arae@iarms Developer, a development tool for buddiiatabase applications that can be
deployed unchanged in both internet and clienté&sdpased environments.

Oracle Collaboration Suite

In July 2002, we introduced Oracle Collaboratioit&ia single, integrated suite that manages eandlilvoicemail messages, facsimiles,
calendaring, file sharing, search and workflow. Tracle Collaboration Suite centralizes adminigiraand lowers operating costs by
consolidating email and file servers. The Oracldaboration Suite is built on the OradéDatabase and Orac®AS, supports enterprise-
scale implementations and offers high-availabfiéstures like rapid server failover, disaster rerg\and automated backup.

Applications

Oracle E-Business Suite Releasd tansists of an integrated and internet-enabledfsefrketing, sales, order management, procurement,
supply chain, manufacturing, service, human ressuand projects software applications for the enit.

3
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The Oracle E-Business Suite, which is offered asrdine suite or on a component basis, providegiated enterprise information that
enables companies to manage their business cytlagmbal basis and to solve end-to-end businedggms. The Oracle E-Business Suite
offers a family of applications that enable comparib automate discrete business flows such asgment to payment or order to cash.

The Oracle E-Business Suite utilizes Oracle’s‘fidthnology stack”, including database, applicatenver and developer tools. The E-
Business Suite is an open architecture, which eaintegrated to legacy applications that exist @ustomer’s environment.

The Oracle E-Business Suite applications combirsgniess functionality with innovative technologissch as workflow and self-service
applications, that enable users to lower the cbtair business operations by providing customsuppliers and employees with self-service
internet access to both transaction processingatichl business information. Self-service appiicas automate a variety of business
functions such as customer service and supportupement, expense reporting and reimbursementOFaele EBusiness Suite can also h
companies automate and improve business processesated with marketing, sales, order managementurement, supply chain,
manufacturing, service, human resources and peoject

Available in approximately 30 languages, Oracle’Business Suite applications also allow compardesperate in multiple currencies and to
support both global and local business practicedegal requirements. We offer customers who choa$éo install our applications on their
own hardware, outsourcing services that permit lrelwvser access to our applications hosted attsisgsve operate or manage.

License and License Updates

We classify our software activities into two categs: licenses and license updates. License regarpeesent fees earned for licensing our
database and applications software. License updatesues represent fees earned for granting aommers the rights to software product
upgrades, maintenance releases and patches dueisgpport period, which is typically one year. §émerally price license updates as a
percentage of the net license fees and licenseegpdan be purchased separately from product suppor

The majority of our license customers purchaseeeupdates upon the initial licensing of our safev In addition, the majority of these
customers renew the updates rights annually. Leepslates revenues were 25%, 20% and 18% of &stahues in fiscal 2002, 2001 and
2000, respectively. License updates revenues gtewrtd 21% in fiscal 2002 and 2001, respectively.bMeve that license updates
represent a recurring source of revenues and wiiflicue to grow if our installed base of licensestmues to expand. See “Results of
Operations” in the Management’s Discussion and ygislsection of this Form 10-K for a more compliszussion of license and license
updates.

Services
Consulting

We have trained personnel who offer consultingisesvin most of our sales offices around the wdClonsultants supplement our product
offerings by providing services to assist customeitte use of our technology and in the implemigmieof applications based on our
products. Consulting revenues represented 20%,&123% of total revenues in fiscal 2002, 2001 20@D, respectively.

Support

Support revenues, which include both license updaitel product support services, represented 40%,a8@1 29% of total revenues in fiscal
2002, 2001 and 2000, respectively.
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A significant portion of support is comprised oStamers’ license updates, which give customergsighsoftware product upgrades,
maintenance releases and patches released dugitgyth of the support period, which is typicallyegrear. Revenues from license updates
represented 25%, 20% and 18% of total revenudsdalf2002, 2001 and 2000, respectively.

The remainder of support revenues is comprisedaxfyct support services, which include internetasctelephone access and onsite acces:s
to technical support personnel. The support orgaioiz also offers advanced product support senifce@sding remote database
administration and performance monitoring and tgnProduct support is provided by local officesyas$l as by our four global support
centers located around the world. Product suppgedrues represented 15%, 13% and 11% of total wegen fiscal 2002, 2001 and 2000,
respectively.

Education

We offer customers instructor-led, media-basediatainet-based training in the use of our produgtkication revenues represented 3%, 4%
and 5% of total revenues in fiscal 2002, 2001 &b@D2respectively.

Oracle Outsourcing

Our outsourcing services offer multi-featured safteymanagement and maintenance services. We prawvigeurced services for products
such as the E-Business Suite, Or&ilBatabase, Oraclégi AS and Oracle Collaboration Suite. With Oracle EsiBass Suite Outsourcing,
customers gain access to their applications threugfandard web browser and network connectiorcl®salechnology Outsourcing
administers, manages and maintains the O&id&atabase and Orac AS. Customers can choose to have their servertelded our own
data centers, where we maintain both the softwadehardware, or they can place and manage thersehey are using at their own locatic
or at qualified third party locations, and allowtagemotely manage the software. With either appihpwe provide outsourced services that
enable customers to lower information technologstg€@and improve their business efficiency. Outsogris a new service offering for us a
revenues have not been material through May 312.200

Marketing and Sales
Key Market Segmen

We sell our products in three key market segmehnésenterprise business market, the governmentenarid the general business market
define the enterprise business market segmenbas thusinesses with total annual revenues oveifiggeamounts. These specified amounts
vary by country, although we define the enterpbigsiness in the United States as those businestetotal revenues of more than $1 billic

In the enterprise business market and governmerkansegments, we believe that the most importansiderations for our customers are
performance, functionality, availability, produetiability, ease of use, quality of technical supind total cost of ownership, including the
initial price and deployment costs, as well as angonaintenance costs. We define the general bssimarket segment as those smaller than
the enterprise businesses. In the general busin@det segment, we believe that the principal cditiype factors are strength in distribution
and marketing, brand name recognition, price/peréorce characteristics, ease of use, ability towitk enterprise systems and product
integration. We believe that we compete effectivelgach of these markets, although the competisiagmense in each market.

Sales Distribution Channels

In the United States, we market our products andcs primarily through our own direct sales aad/ge organization. Sales and service
groups are based in our headquarters and in ffétgbs located in approximately 60 metropolitanaere
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Outside the United States, we market our produndssarvices primarily through 65 subsidiary saled service organizations. Our
subsidiaries license and support our productseir thcal countries as well as within other forempuntries where we do not operate through
a direct sales subsidiary. We also market our misdiinrough independent distributors in internaidarritories not covered by our
subsidiaries’ direct sales organizations.

As of May 31, 2002, we employed 10,649 sales, sesvand marketing employees in the United Stateéd @572 employees abroad.

Revenues from international customers, including) esers and resellers, amounted to 52%, 49% ando#&Wur total revenues in fiscal 2002,
2001 and 2000, respectively. See Note 13 of Nat€xonhsolidated Financial Statements for a summaoyooperating segments and
geographic information.

We also market our products through indirect chimfige companies that comprise our indirect chiane®vork are members of the Oracle
Partner Program. Our partners resell our product®mbine our database, application developmenms tad business applications with
computer hardware, software application packageeices for subsequent redistribution and/or @mgntation.

The Oracle Partner Program allows us to pursuemesiness opportunities through partners as welliisdirect customers. There are
various types of partners participating in the @rdartner Program, including consultants, edunatioviders, internet service providers,
network integrators, resellers, independent sowandors and system integrators/implementersn@artan also participate in the Oracle
Technology Network and the Oracle Applications Natw These programs are specifically designedHerinternet developer and business
applications suite user communities, respectivtlg. provide applications, technology, education @utinical support that enable our
partners to effectively integrate our products ithteir businesses. The combination of the Or@ctgdatform, the Oracle E-Business Suite and
our partner’s expertise broadens our exposurewnmarkets.

Competition

The software industry is intensely competitive ampidly evolving. We compete in various marketduding the database, data warehouse,
collaboration, application server, developmentgpapplications, consulting and outsourcing secus principal software competitors in
database management system and collaboration maetnternational Business Machines CorporatimhMicrosoft Corporation. In the
data warehousing market, our online analytical @ssing products compete primarily with those ofiBess Objects S.A., Cognos
Incorporated and Hyperion Solutions Corporatiorthk application server market, our competitordige International Business Machines
Corporation, BEA Systems, Inc. and Microsoft Cogimm. In the development tools market, we compgtanst International Business
Machines Corporation, Borland Software Corporatiad Microsoft Corporation. In the applications safte market, our primary competitc
include SAP Aktiengesellschaft, Siebel Systems, &mel PeopleSoft, Inc. In the consulting and outsag markets, we compete against
International Business Machines Corporation Gl&mivices, Electronic Data Systems and Accenture atdwell as other service providers.

Product and Services Revenues

The standard end user license agreement for odupt® currently provides for an initial fee to wlse product in perpetuity based on a
maximum number of processors or a maximum numbagaofed users. We also have other types of licegre2ments restricted by the
number of employees or the license term. For soéWeense arrangements that do not require stgmifimodification or customization of 1
underlying software, we recognize revenue whenw@ genter into a legally binding arrangement wituatomer for the license of software;
(2) we deliver the products or perform the servi¢8scustomer payment is deemed fixed or deterbdéand free of contingencies or
significant uncertainties; and (4) collection islpable. Substantially all of our license revenuesracognized in this manner. We generally
recognize fees from licenses sold together withsatiimg services upon shipment, provided that thave criteria have been met, payment of
the license
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fees is not dependent upon the performance ofdhsuiting services and the consulting servicesatessential to the functionality of the
licensed software. In instances where these aite@ave not been met, both the license and congud#as are recognized utilizing contract
accounting. See “Critical Accounting Policies” etManagement’s Discussion and Analysis sectidhisfForm 10-K for a more complete
discussion of our license revenue recognition jEsic

We receive sublicense fees from our partners irDiteecle Partner Program based on the sublicenaasegrby our partners. Sublicense fees
are typically based on a percentage of our listepaind are generally recognized as revenue whenssrdsales are reported by the partner.

Support revenues consist of two components: licaps@ates and product support services. Licensetepdae generally priced as a
percentage of the net license fees and can be gaedtiseparately from product support. Product stipalso generally priced as a
percentage of the net license fees, however ilig affered to customers that have purchased leepslates. Other support services include
on-site support services, which vary depending orléhel of support services purchased. Most customarnshase support initially and ren
their support agreements annually. We generallysbpport fees at the beginning of each suppoibgeBupport revenues are recognized
ratably over the contract period, which is typigalhe year.

We generally recognize revenues related to comguétnd education services as those services dm@ped.

See “Critical Accounting Policies” in the Managerismiscussion and Analysis section of this FormKLfbr a more complete description
our revenue recognition policies.

Our quarterly revenues and expenses reflect distaa@sonality. See “Quarterly Results of Operationthe Management’s Discussion and
Analysis section of this Form 10-K for a more coeatpldescription of the seasonality of our revermmesexpenses.

Employees

As of May 31, 2002, we employed 42,006 full-timepdoayees, including 27,059 in sales and servicd$§2lin marketing, 8,859 in research
and development and 4,926 in general and admitiisrpositions. Of these employees, 19,470 weratémtin the United States and 22,536
were employed in approximately 60 other countries.

None of our employees in the United States areesgmted by a labor union; however, in certain ir@gonal subsidiaries our employees
represented by worker councils. We have not expeei@ any work stoppages and believe that our eraplogiations are good.
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Executive Officers of the Registrant

Our executive officers are as follows:

Name Office(s)
Lawrence J. Elliso Chief Executive Officer and Chairman of the Boaf®aectors
Jeffrey O. Henle Executive Vice President, Chief Financial OfficadaDirector
Safra A. Cat: Executive Vice President and Direc
George J. Rober Executive Vice President, North America St
Charles A. Rozwe Executive Vice President, Database Se
Ronald A. Woh! Executive Vice President, Applications Developrr
Sergio Giacolett Executive Vice President, Europe, Middle East afiicA
Derek H. Williams Executive Vice President, Asia Paci
Keith Block Executive Vice President, North America Consuli
Daniel Cooperma Senior Vice President, General Counsel and Segr
Jennifer L. Mintor Senior Vice President, Finance and Operat

Mr. Ellison, 57, is one of our co-founders and hasn Chief Executive Officer since June 1977. Miisé&n has been Chairman of the Board
since June 1995, served as Chairman of the Boama April 1990 until September 1992 and served asiBent of Oracle from May 1977 to
June 1996. He is also a director of Apple Compuiter, a computer company.

Mr. Henley, 57, has been Executive Vice Presidadt@hief Financial Officer since March 1991 and basn a Director since June 1995.
Prior to joining us, he served as Executive VicesRtent and Chief Financial Officer of Pacific Haolgl Company, a privately held company
with diversified interests in manufacturing andl restate, from August 1986 to February 1991. Mmldg is a director of Computer Motion,
Inc., a medical robotics company.

Ms. Catz, 40, has been Executive Vice Presidemtdntly responsible for Global Business Practices @orporate Development) since
November 1999 and has been a Director since Ocfili¥r. Ms. Catz served as Senior Vice Presidemidst April 1999 and October 19¢
Prior to joining us, Ms. Catz was at Donaldson Kin& Jenrette, a global investment bank that hasesmerged with Credit Suisse First
Boston, where she was a Managing Director from tralyr1997 to March 1999, and a Senior Vice Presiftem January 1994 until Febru:
1997. Ms. Catz held various investment bankingtmsss from 1986 until January 1994.

Mr. Roberts, 46, has been Executive Vice Presidénmitth America Sales since June 1999, and serv&aiair Vice President North America
Sales from July 1998 to May 1999. Mr. Roberts sgia® Senior Vice President, Business Online froml A998 to June 1998. He took a
leave of absence from July 1997 to April 1998. Rloberts joined us in March 1990 and from June 169une of 1997, served as Group
Vice President, Central Commercial Sales.

Mr. Rozwat, 54, has been Executive Vice Presideatabase Server since November 1999 and serveehaw ¥ice President, Database
Server from December 1996 to October 1999. Mr. Razgrved as Vice President of Development from 285 to November 1996. Prior
to joining us, he spent 17 years in various pas#tiat Digital Equipment Corporation.

Mr. Wohl, 41, has been Executive Vice Presidenplisations Development since November 1999 andesktas Senior Vice President,
Applications Development, from December 1992 todDet 1999. From September 1989 until December 1992\ ohl was Vice President
and Assistant General Manager of the Systems Pr@lvision.

Mr. Giacoletto, 52, has been Executive Vice Prettifler Europe, Middle East and Africa since Jun@®8and Senior Vice President, Busir
Solutions, since November 1998. He was Vice Prasiddliances and

8
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Technology from March 1997 to November 1998. Bejoiing us, he was President of AT&T Solutions Earrope, since August 1994.
Previously, he spent 20 years with Digital Equiptm@arporation in various positions in European neéirlg and services.

Mr. Williams, 57, has been Executive Vice Presidésia Pacific Division since October 2000 and $eMice President, Asia Pacific from
July 1993 to October 2000. Mr. Williams served ase\WPresident, Asia Pacific, from April 1991 toyd@P93. Mr. Williams joined Oracle U
in October 1988 and served as Regional Directoat&jic Accounts from October 1988 to April 1991.

Mr. Block, 41, has been Executive Vice Presidemt;thNAmerica Consulting since February 2002 andexktas Senior Vice President of
North America Commercial Consulting and Global $@nLines from June 1999 until January 2002. Heextas Senior Vice President
the Commercial Consulting Practice from April 199%il May 1999. Mr. Block was Group Vice Presiddaast Consulting from June 1997
until March 1999. Prior to joining us in 1986, MBlock was a Senior Consultant at Booz, Allen andnittan.

Mr. Cooperman, 51, has been Senior Vice Presi@erigral Counsel and Secretary since February Faf.to joining us, Mr. Cooperman
had been associated with the law firm of McCutcl&oyle, Brown & Enersen since October 1977 anddeaded as a partner since June
1983. From September 1995 until February 1997 voperman was Chair of the law firm’s Business @rahsactions Group and from
April 1989 through September 1995, he served aMtmeaging Partner of the law firm’s San Jose Office

Ms. Minton, 41, has been Senior Vice PresidentaRée and Operations since October 2001. She sasv8dnior Vice President and
Corporate Controller from April 2000 to Septemb862 and Vice President and Corporate Controllenfiddovember 1998 to March 2000.
Ms. Minton joined us in May 1989 and held variowsifions in the finance organization including Asant Corporate Controller and was a
Vice President since August 1995.

Item 2. Properties

Our properties consist of owned and leased officdifies for sales, research and development,udtng and administrative personnel. Our
headquarters facility consists of approximatelyriBion square feet in Redwood City, CaliforniaeVdlso own or lease office facilities of
approximately 7.9 million square feet in variousdtions in the United States and abroad.

We believe that our facilities are adequate foramurent needs and that suitable additional ort@ubes space will be available as needed to
accommodate expansion of our operations. See Noté\dtes to Consolidated Financial Statementsfimrmation regarding our lease
obligations.

Item 3. Legal Proceedings

The material set forth in Note 15 of Notes to Cdidsted Financial Statements in Item 14 of thistRdi0-K is incorporated herein by
reference.

Item 4. Submission of Matters to a Vote of Secity Holders

None.
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PART Il
ltem 5. Market for Registrant's Common Equity and Related Stockholder Matters

Our common stock is traded on The Nasdaq Natioreakbt under the symbol “ORCL” and has been tradedasdaq since our initial public
offering in 1986. According to the records of oansfer agent, we had 26,176 stockholders of regsaf May 31, 2002. The majority of our
shares are held in approximately two million customccounts held by brokers and other institutmmbehalf of stockholders, however we
believe, that the number of total stockholdergssIthan two million due to stockholders with actswat more than one brokerage. The
following table sets forth the low and high saleemf our common stock, based on the last daily, saeach of our last eight fiscal quarters.

Low Sale Price High Sale Price

Fiscal 2002

Fourth Quarte $ 792 % 15.9¢

Third Quartel 13.7(¢ 17.2¢

Second Quarte 10.7¢ 15.5¢

First Quarte 12.0C 19.77
Fiscal 2001

Fourth Quarte $ 1328 $ 21.3¢

Third Quartel 19.0C 34.5¢

Second Quarte 22.31 46.3:

First Quarte 36.1¢ 45.47

Our policy has been to reinvest earnings to funidréugrowth and to repurchase our common stocknegeogram approved by our Board
Directors. Accordingly, we have not paid cash divids and do not anticipate declaring cash dividendsur common stock in the
foreseeable future.

Item 6. Selected Financial Data

The following table sets forth selected financialalfor the last five years. In accordance witraRmal Accounting Standards Board
Emerging Issues Task Force (“EITF”) Issue No. 01*Il*tome Statement Characterization of Reimburs@btpenses,which became
effective in the fourth quarter of fiscal 2002, veelassified reimbursable expenditures as revenwallfperiods shown below. This selected
financial data should be read in conjunction with tonsolidated financial statements and relatéesrincluded elsewhere in this Form 10-K.

Year Ended May 31,

(in millions, except per share data) 2002 2001 2000 1999 1998

Total revenues(1 $ 9,67¢ $ 10,96. $ 10,23 $ 8,93¢ $ 7,23¢
Operating incom: 3,571 3,771 3,08( 1,87: 1,24¢
Net income 2,22¢ 2,561 6,297 1,29( 814
Earnings per sha—basic 0.4C 0.4€ 1.11 0.2z2 0.14
Earnings per sha—diluted 0.3¢ 0.44 1.0t 0.2z2 0.14
Working capital 4,76¢ 5,04¢€ 5,021 2,401 1,83¢
Total asset 10,80( 11,03( 13,077 7,26( 5,81¢
Long-term deb 29¢ 301 301 304 304
Stockholder' equity 6,117 6,271 6,461 3,69¢ 2,95¢

(1) Reflects reclassification of reimbursable expendglas revenue in accordance with EIT-14.
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Item 7. Management’s Discussion and Analysis &inancial Condition and Results of Operations
Critical Accounting Policies

Our consolidated financial statements are preparadcordance with accounting principles generatlgepted in the United States (“GAAP”
These accounting principles require us to makeatedstimates, judgments and assumptions. We leefiet the estimates, judgments and
assumptions upon which we rely are reasonable hgsauinformation available to us at the time thase estimates, judgments and
assumptions are made. These estimates, judgmeahtsanmptions can affect the reported amountsset@and liabilities as of the date of
financial statements, as well as the reported amsafrrevenues and expenses during the periodsmtext To the extent there are material
differences between these estimates, judgmentssongtions and actual results, our financial statéswill be affected. The significant
accounting policies that we believe are the mastal to aid in fully understanding and evaluatiogr reported financial results include the
following:

* Revenue Recognition

» Allowances for Doubtful Accounts and Sales Returns
e Legal Contingencies

e Accounting for Income Taxes

In many cases, the accounting treatment of a péaticransaction is specifically dictated by GAARJadoes not require management’s
judgment in its application. There are also areagshich manageme’s judgment in selecting among available alterregiwould not produce
a materially different result. Our senior managentas reviewed these critical accounting policied eelated disclosures with our Finance
and Audit Committee. See Notes to Consolidatedrféiah Statements, which contain additional inforim@tegarding our accounting polici
and other disclosures required by GAAP.

Revenue Recognitic

We derive revenues from two primary sources: (fjnsoe license revenues and (2) services revemtash include support, consulting,
education and outsourcing revenues. While the assoftware license revenue recognition is sulisty governed by the provisions of
Statement of Position No. 97-Boftware Revenue Recognitiorissued by the American Institute of Certified Pat#iccountants (“SOP 97-
2"), we exercise judgment and use estimates in conmewiib the determination of the amount of softwiizense and services revenues ti
recognized in each accounting period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize
revenue when: (1) we enter into a legally bindinguagement with a customer for the license of safew(2) we deliver the products or
perform the services; (3) customer payment is déeldired or determinable and free of contingenciesignificant uncertainties; and (4)
collection is probable. Substantially all of owrginse revenues are recognized in this manner.

Many of our software arrangements include consyliiimplementation services sold separately undeswting engagement contracts.
Revenues from these arrangements are generallyrtecbfor separately from the license revenue tmxthe arrangements qualify as
“service transactions” as defined in SOP2Q7he more significant factors considered in deieing whether the revenue should be accot
for separately include the nature of services, @€@nsideration of whether the services are esddntthe functionality of the licensed
product), degree of risk, availability of servidesm other vendors, timing of payments and impdchitestones or acceptance criteria on the
realizability of the software license fee.

If an arrangement does not qualify for separatewauting of the license and service transactiores) titense revenue is generally recognized
together with the consulting services based onraohaiccounting using either

11



Table of Contents

the percentage-of-completion or completed-contrathod as described below. Contract accountintgsapplied to any arrangements: (1)
that include milestones or customer specific acreg criteria, which may affect collection of tieehse fees; (2) where services include
significant modification or customization of theftseare; (3) where significant consulting services provided for in the contract without
additional charges; (4) where the license payngtied to the performance of consulting servicegspwhere we have accepted
responsibilities as a system integrator, delivehiagdware or other third party products with ooefises and services.

For arrangements with multiple elements, we all®catvenue to each element of a transaction baswditgpfair value as determined in
reliance on “vendor specific objective evidenceeéndor specific objective evidence of fair valuedtirelements of an arrangement is based
upon the normal pricing and discounting practia@ediiose products and services when sold sepaatelyfor support services, is
additionally measured by the renewal rate. If wenod objectively determine the fair value of anylelivered element included in bundled
software and service arrangements, we defer revemtileall elements are delivered, services havenhgerformed, or until fair value can
objectively be determined. When the fair value €ense element has not been established, wehasesidual method to record license
revenue if the fair value of all undelivered eleitses determinable. Under the residual methodfahiesalue of the undelivered elements is
deferred and the remaining portion of the arrangerfe® is allocated to the delivered elements anddognized as revenue.

Our license arrangements generally do not includetance provisions. However, if acceptance piavisexist as part of public policy, for
example in agreements with government entities vetoeeptance periods are required by law, or wipha@viously executed terms and
conditions that are referenced in the current agese, we then apply judgment in assessing thefgignce of the provision. If we determine
that the likelihood of non-acceptance in theserayeaents is remote, we then recognize revenuealhegthe criteria described above have
been met. If such a determination cannot be madenue is recognized upon the earlier of receipirdfen customer acceptance or
expiration of the acceptance period.

We also evaluate arrangements with governmentalesntontaining “fiscal funding” provisions, whesach provisions are required by law,
to determine the probability of possible cancetlatiWe consider multiple factors, including thettiig with the customer in similar
transactions, the “essential use” of the licensesthe planning, budgeting and approval processdsrtaken by the governmental entity. If
we determine that the likelihood of non-acceptandbese arrangements is remote, we then recogenamue once all of the criteria
described above have been met. If such a deteiiminegnnot be made, revenue is recognized upoedtiier of cash receipt or approval of
the applicable funding provision by the governmeaittity.

We assess whether fees are fixed or determinalife ditme of sale and recognize revenue if all oteeenue recognition requirements are
met. Our standard payment terms are net 30; howarens may vary based on the country in whichatiigement is executed. Payments that
extend beyond 30 days from the contract date laitate due within twelve months are generally dektodoe fixed or determinable based on
our successful collection history on such arrangesmend thereby satisfy the required criteriarémenue recognition.

While most of our arrangements include paymentsesfriess than one year, we have a standard peasftigroviding long-term financing
outside of one year to credit worthy customersugtoour financing division. Since fiscal 1989, when financing division was formed, we
have established a history of collection, withocah@essions, on these receivables with payment tdratgenerally extend up to five years
from the contract date. Provided all other revermo®gnition criteria have been met, we recognizenise revenue for these arrangements
upon delivery, net of any payment discounts fromafficing transactions. In fiscal 2002, 2001 and 28pproximately 13%, 16% and 17% of
our license transactions were financed throughinancing division. We have generally sold thesseieables on a norecourse basis to thi
party financing institutions. We account for théesaf these receivables as “true sales” as defim&latement of Financial Accounting
Standards No. 140Accounting for Transfers and Servicing of Finandessets and Extinguishments of Liabilities.”
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Revenue for consulting services is generally reizeghas the services are performed. If there igrafeant uncertainty about the project
completion or receipt of payment for the consuliegvices, revenue is deferred until the uncegamsufficiently resolved.

We estimate the percentage of completion on caistraith fixed or “not to exceed” fees on a monthggis utilizing hours incurred to date as
a percentage of total estimated hours to comphetgitoject. We recognize no more than 90% of tHestune or total contract amount until
final acceptance is obtained. If we do not havefficient basis to measure progress towards conopletevenue is recognized when we
receive final acceptance from the customer. Whtal tost estimates exceed revenues, we accrubdastimated losses immediately based
upon an average fully burdened daily rate appleablthe consulting organization delivering thevies.

The complexity of the estimation process and isselesed to the assumptions, risks and uncertaiteerent with the application of the
percentage of completion method of accounting affez amounts of revenue and related expensesteeparour consolidated financial
statements. A number of internal and external faatan affect our estimates, including labor ratézation and efficiency variances and
specification and testing requirement changes.

Allowances for Doubtful Accounts and Sales Ret

We make judgments as to our ability to collect mrtding receivables and provide allowances foptrion of receivables when collection
becomes doubtful. Provisions are made based ugpedafic review of all significant outstanding inwes. For those invoices not specifically
reviewed, provisions are provided at differing sateased upon the age of the receivable. In daterghthese percentages, we analyze our
historical collection experience and current ecoicanends. If the historical data we use to caltautae allowance provided for doubtful
accounts does not reflect the future ability tdexiloutstanding receivables, additional provisiftovsdoubtful accounts may be needed ani
future results of operations could be materialfgeted.

We also record a provision for estimated salegmstand allowances on product and service relaties & the same period as the related
revenues are recorded. These estimates are baséstancal sales returns, analysis of credit melat@ and other known factors. If the
historical data we use to calculate these estintia®t properly reflect future returns, then ang®in the allowances would be made in the
period in which such a determination is made amdmaes in that period could be adversely affected.

Legal Contingencie

We are currently involved in various claims andalggroceedings. Periodically, we review the statusach significant matter and assess our
potential financial exposure. If the potential Iéigsm any claim or legal proceeding is considersabpble and the amount can be estimated,
we accrue a liability for the estimated loss. Beseaof uncertainties related to these matters, atcaie based only on the best information
available at the time. As additional informatiorcbmes available, we reassess the potential lialbdlated to our pending claims and
litigation and may revise our estimates. Such remisin the estimates of the potential liabilitesild have a material impact on our results of
operations and financial position. In addition, dkxte 15 of Notes to Consolidated Financial Statesér a description of our material legal
proceedings.

Accounting for Income Tax

Significant judgment is required in determining eorldwide income tax expense provision. In theimaidy course of a global business, there
are many transactions and calculations where timaik tax outcome is uncertain. Some of thesertaeioges arise as a consequence of
revenue sharing and cost reimbursement arrangeraerasg related entities, the process of identifyiems of revenue and expense that
qualify for preferential tax treatment and segregabf foreign and domestic income and expense&dddadouble taxation. Although we
believe that our estimates are reasonable, noassican be given that the final tax outcome afehmatters will not be different than that
which is reflected in our historical income tax yigions and
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accruals. Such differences could have a matefiatedn our income tax provision and net incomthperiod in which such determinatio
made. See Note 15 of Notes to Consolidated FineStaééements for a description of our Petition wite United States Tax Court.

We record a valuation allowance to reduce our defietax assets to the amount of future tax betieditis more likely than not to be realized.
While we have considered future taxable incomeamgbing prudent and feasible tax planning strateigi@ssessing the need for the
valuation allowance, there is no assurance thatahetion allowance would not need to be increasamver additional deferred tax assets
that may not be realizable. Any increase in theatibn allowance could have a material adverse @ainga our income tax provision and net
income in the period in which such determinatiomade.

We provide for United States income taxes on theiegs of foreign subsidiaries unless they are iclened permanently invested outside the
United States. At May 31, 2002, the cumulative Egysmupon which United States income taxes havéeen provided are approximately
$2.3 billion. If these earnings were repatriatetht United States, they would generate foreigrecteslits that could reduce the Federal tax
liability associated with the foreign dividend. Aissing a full utilization of the foreign tax credithie potential deferred tax liability for these
earnings is $522.7 million.

Results of Operations

Domestic and International Revenues and Operatingdenses

Year ended May 31,

Percent Change Percent Change
Constant Constant
(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
Revenues(2
Domestic $4,67¢ (17)% a7% $ 5,63 5% 5% $ 5,371
International 4,997 (6)% (3)% 5,32¢ 10% 18% 4,86(
Total revenue 9,67¢ (12)% (10)% 10,96! 7% 11% 10,23:
Operating expenses(z
Domestic 3,512 17% A7% 4,24: 3% 3% 4,10¢
International 2,59( (12)% (9)% 2,941 (3)% 5% 3,04z
Total expense 6,10z (15)% (14)% 7,18¢ 0% 4% 7,151
Total operating incom $3,571 (5)% H% $ 3,771 23% 27%  $ 3,08C
| | |
Percent of Revenue
Domestic 48% 51% 52%
International 52% 49% 48%
Total revenue 10(% 100% 10(%
Domestic 58% 5% 57%
International 42% 41% 43%
Total expense 10C(% 10C% 100(%
Total operating margit 37% 34% 30%
| | |

(1) Represents percent change excluding the effeairoércy rate fluctuation:
(2) Reflects reclassification of reimbursable expendglas revenue in accordance with EIT-14.

Fiscal 2002 Compared to Fiscal 2001:Total revenues decreased in fiscal 2002 primatily @ lower license, consulting and education
revenues. Domestic revenues decreased due to tleamenomic conditions in the
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United States. International revenues also decdedise to slower economic conditions overseas,qdatily in Japan and in the Asia Pacific
region. International revenues were unfavorablga@#d as a result of the strong United Statesmd@lative to other major international
currencies. Excluding the effect of currency réetliations, total revenues declined 10%, and atiional revenues declined 3%.

Total operating expenses decreased due to lowes sammissions and bonuses that resulted from lbeegrise and consulting revenues, the
elimination of discretionary bonuses for the Uniftdtes operations, lower personnel levels antectiexpenditures, tighter controls over
discretionary spending and productivity improvenseiriternational operating expenses were favorafigcted as a result of the strong
United States dollar relative to other major ingional currencies. Excluding the effect of currerate fluctuations, total operating expenses
decreased 14%, and international operating expefesgeased 9%.

Despite the significant decrease in revenues, tipgremargins as a percentage of total revenuesased to 37% due to slightly lower
personnel levels and related expenditures, asasdlfhter controls over discretionary spendinterimtional margins were unfavorably
affected as a result of the strong United Statdlard@lative to other major international curresi Excluding the effect of currency rate
fluctuations, total operating income declined 4¥g aternational operating income declined 9%.

International operations will continue to providsignificant portion of total revenues. As a restdtal revenues and expenses will be affe
by changes in the relative strength of the UnitedeS dollar against certain major internationatencies.

Fiscal 2001 Compared to Fiscal 2000: The growth in total revenues began to slow in #mad half of fiscal 2001, primarily due to a
decrease in domestic license revenues as a résuttal economic conditions in the United Stateterimational revenues were unfavorably
affected as a result of the strong United Statdardelative to other major international currezsi Excluding the effect of currency rate
fluctuations, total revenues increased 11% andrniat®nal revenues increased 18%.

Total operating expenses remained essentiallydtaharily due to the positive effect of curren@fe fluctuations. Excluding the effect of
currency rate fluctuations, total operating expsrigereased 4%, and international operating expensecased 5%.

Operating margins as a percentage of total reveinoesased to 34% in fiscal 2001 due to higher meredevels, combined with tighter
controls over spending and productivity improversenthich resulted in reduced personnel levels amdgmnel related expenditures.

Quarterly revenues reflect distinct seasonality ‘Sguarterly Results of Operations.”
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License and Other

Year ended May 31,

Percent Change Percent Change
Constant Constant
(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
License and Other Revenu
Database technolog $2,73¢ (23)% (21)%  $3,56: 5% 9% $3,392
Applications 703 (31)% (31)% 1,02z 11% 14% 922
Total license revenue 3,44% (25)% (29)% 4,58¢ 6% 10% 4,31¢
Other revenue 71 (42)% (41)% 12: (7% (2)% 13z
Total license and other revenu 3,51 (25)% (29)% 4,707 6% 9% 4,44
Sales and Marketing Expens: 2,20¢ (18)% (17)% 2,691 3% 7% 2,61¢
License Margir $1,30¢4 (35)% (34)%  $2,01¢ 10% 13% $1,831
| | |
License Margin % 37% 43% 41%
Percent of Total License Revenu
Database technolog 80% 78% 79%
Applications 20% 22% 21%
Total license revenue 100% 100% 100%
| | |

(1) Represents percent change excluding the effeairoércy rate fluctuation:

License and Other: License revenues represent fees earned for gracustgmers licenses to use our software produtter@evenues
include documentation revenues and other miscallanesvenues. We continue to place significant esighboth domestically and
internationally, on direct sales through our owlesdorce. We also continue to market our prodthotsugh indirect channels.

Fiscal 2002 Compared to Fiscal 2001:The decrease in license revenues was primariljt@ueak economic conditions, both domestically
and internationally, that caused our customerstaydor lower their technology capital spendinge Btonomic weakness of the “dot.com”,
telecommunications and high technology industres dlso negatively affected demand for our datateabmology and applications produr
These weak economic conditions, combined with a&edad effort to limit large discounts, have resdlin more customers restricting their
software procurement to well-defined current nesub a decline in purchases to accommodate futwtemer growth. Consequently, the
percentage of large transactions, defined as tinassactions over $0.5 million, decreased from 46%6tal license revenues in fiscal 2001 to
37% of total license revenues in fiscal 2002, dbnting to the decline in license revenues.

Although database technology revenues decreasedllp@racle9iASrevenues, which is a component of database teciymoévenues, grew
31% in fiscal 2002, reflecting an increase in trewket demand for this product. Despite the dedhindatabase revenues, we believe that we
are the predominant database supplier in the navketserve. We believe that the decrease in daabasnues is due to the economic fac
discussed above, which have resulted in a dechedlse size of the database market, a slow dowheargrowth of the applications market, as
well as a shift from our Database Enterprise Editmour Database Standard Edition, which has féeaures and a lower price. We also
believe that applications revenues decreased ghnolre to the economic factors discussed above.

Sales and marketing expenses decreased due todalesrcommissions and bonuses as a result of lm&ase revenues and sales personnel
levels, as well as tighter controls over discredgigrnspending. The overall decrease in license masgdrimarily due to the decrease in license
revenues, partially offset by lower sales and miamgeexpenses.
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Fiscal 2001 Compared to Fiscal 2000:In comparison to fiscal 2000, license revenues grese slowly in fiscal 2001, primarily due to
weak economic conditions in the United States ensticond half of fiscal 2001. Transactions grethtan $0.5 million represented 46% of
total license revenues in fiscal 2001 and 2000.

Database technology revenues grew more slowlsaafi2001, primarily due to weak economic condgionthe United States as well as a
significant decrease in sales in the “dot.com” gaderal business market segments. Applicationsitmgalso grew more slowly in fiscal
2001, due to weak economic conditions in both thedd States and Europe.

Sales and marketing expenses increased due tor hiiggrese revenues. However, sales and marketipgreses as a percentage of total
revenues decreased primarily due to productivitgromements, which reduced personnel levels and &y affected personnel related
expenditures.

License and License Updates Revenues

Effective June 1, 2001, we expanded our operatggents to include license updates, which represantestimate of the portion of
externally reported support revenues that relalie¢nse updates. License updates grant custongéts to software product upgrades,
maintenance releases and patches released dugisgpport period. License updates revenues aré loaseur current pricing model, which
prices license updates at 15% of the net licersedad product support at 7% of the net license & believe that for business and
management evaluation purposes, license updatesues should be viewed separately from supporht®sebecause they represent a
subscription to future license product versiong] @meir inclusion with support revenues materialkgrs license and support revenues and
margins. License margins, including license updeggenues, were 63%, 61% and 58% in fiscal 20021 2ld 2000, respectively. The
following table summarizes total license and lienpdates revenues.

Year ended May 31,

Percent Change Percent Change
Constant Constant
(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
Licenses and License Updates Reven
License and othe $3,51¢ (25)% (249%  $4,70% 6% 9%  $4,44i
License update 2,40z 9% 11% 2,20¢ 21% 25% 1,82
Total license and license upda $5,91¢ (14)% (13)%  $6,911 10% 16%  $6,27<
| | |
Percent of License and License Updates Revel
License and othe 59% 68% 71%
License update 41% 32% 29%
Total license and license upda 10C% 10C% 10C(%
| | |

(1) Represents percent change excluding the effeatroércy rate fluctuation:
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Services
Year ended May 31,
Percent Change Percent Change
Constant Constant

(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
Support
Revenue:! $3,861 8% 9%  $3,58¢ 20% 25%  $2,98(
Cost of service 65C (9)% (8)% 71t (11)% (7)% 80¢€
Margin $3,211 12% 14%  $2,87(C 32% 3%  $2,17¢
Margin % 83% 80% 73%
Consulting
Revenues (2 $1,98: (12)% 1)% $2,257 (4)% 0%  $2,34(
Cost of services (2 1,52z (19% (18)% 1,87t (1)% 3% 1,89:
Margin $ 46C 20% 22%  $ 382 (15)% 12% $ 447
Margin % 23% 17% 19%
Education
Revenues (2 $ 317 (23)% 2% $ 41z (11)% 8% $ 464
Cost of services (2 234 (29)% (22)% 307 (11)% (7% 34t
Margin $ 83 (21)% (18% $ 10t (12)% (10% $ 1a¢
Margin % 26% 25% 26%
Total Service:
Revenues (2 $6,16( (2)% 0%  $6,25¢ 8% 12%  $5,78¢
Cost of services (2 2,40¢ 17)% (16)% 2,897 (5)% ()% 3,04¢
Margin $3,75¢4 12% 14%  $3,351i 23% 27%  $2,74(

| | |
Margin % 61% 54% 47%
Percent of Services Revenu
Support 63% 57% 52%
Consulting 32% 36% 40%
Education 5% 7% 8%

Total services revenuu 10C% 10C% 100%
| | |

(1) Represents percent change excluding the effeairoémcy rate fluctuation:
(2) Reflects reclassification of reimbursable expendglas revenue in accordance with EIT-14.

Support:  Support revenues include product support sesyiicense updates and outsourcing services. d$teo€ providing support
services consists largely of personnel related esge

Fiscal 2002 Compared to Fiscal 20C The increase in support revenues reflects ene@se in the overall customer installed base. &tipp
revenue growth rates are affected by license revgnowth rates. Support revenues grew more slawfiscal 2002 as a result of the decre
in license revenues in fiscal 2002, and the weadnke revenue growth rate experienced in the sdwlhdf fiscal 2001. Although support
revenues increased, support expenses decreaseatifyridue to the elimination of discretionary emy#e bonuses. The support margin as a
percentage of revenues increased to 83% in fi€i2? &om 80% in fiscal 2001, primarily due to inased revenues.
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Fiscal 2001 Compared to Fiscal 20C The strong growth in support revenues in fig€fl1 was due to strong license revenue growtls rate
experienced in fiscal 2000 and fiscal 1999. Theekese in support expenses was primarily due touatodty efficiencies that resulted in
lower personnel levels and related expendituresiltiag in an increase in margin as a percentageweinues to 80% in fiscal 2001.

Product Support and License Updates Revent

As discussed previously, effective June 1, 2001ewmanded our operating segments to separatelytlegggmse updates, which were
previously included in support revenues. We belitnat for business and management evaluation pesptisense updates should be viewed
separately from support because they represeriiszigption to future license product versions, #rar inclusion materially alters license i
support revenues and margins. The following tabdsgnts the breakdown of support revenues as egpexternally. Excluding license
updates revenues, the support margins were 57% apP82% in fiscal 2002, 2001 and 2000, respegtivel

Year ended May 31,

Percent Change Percent Change
(Dollars in millions) 2002 Actual Constant(1) 2001 Actual Constant(1) 2000
Product Support and License Upda
Revenues
Product suppol $1,45¢ 6% 6%  $1,381 20% 25%  $1,15¢
License update 2,40z 9% 11% 2,20¢ 21% 25% 1,82
Total product support and upda $ 3,861 8% 9%  $3,58¢ 20% 25%  $2,98(
I I I
Percent of License and License Updz
Revenues
Product suppol 38% 39% 39%
License update 62% 61% 61%
Total product support and upda 100(% 100(% 100(%
I I I

(1) Represents percent change excluding the effeairoércy rate fluctuation:

Consulting:  Consulting revenues are earned by providing sesuica@ssist customers in the use of our technadoglyin the implementatic
of applications based on our database technolaayuets. The cost of providing consulting servicessists primarily of personnel related
expenditures.

Fiscal 2002 Compared to Fiscal 20C Consulting revenues decreased due to weak sgormonditions, both domestically and
internationally, that have caused companies toydelehnology capital spending and projects. Comakixpenses decreased due to efficie
gains resulting from the consolidation of the cdtiisg organizations, reductions in personnel, tlieation of a portion of discretionary
employee bonuses and tighter controls over disaraty spending. As a result, despite lower revernt@ssulting margin as a percentage of
revenues increased to 23% in fiscal 2002.

Fiscal 2001 Compared to Fiscal 20C Consulting services revenues decreased in 28H primarily due to: (1) a slowdown in the
business applications market; (2) a push towamstmer model that leverages third party consulfiimys who provide consulting services to
our customers; and (3) shorter implementation eagents for our newer generation of products. Ceinguéxpenses decreased only sligh
causing consulting margins as a percentage of tegto decline to 17% in fiscal 2001.
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Education: Education revenues are earned by providinguogir led and media based training in the useuooftware products.
Education expenses primarily consist of personslated expenditures, facilities and external canracosts.

Fiscal 2002 Compared to Fiscal 20C Education revenue growth rates are affecteoMeyall license revenue growth rates and economic
pressures. Education revenues decreased in fi802l @ue to the decrease in license revenues aediaalin customer discretionary spenc
due to the weak economic conditions, both domdktiaad internationally. Education expenses de@éakie to reductions in personnel and
related expenditures and tighter controls overrdisanary spending. Although education margins el@®ed, margin as a percentage of
revenue increased to 26% in fiscal 2002, due tdeigcontrols over spending.

Fiscal 2001 Compared to Fiscal 20C Education revenues decreased in fiscal 200iapilly due to a lower applications license revenue
growth rate. Education expenses also decreasetbawatrols over personnel and discretionary spendis a result, the education margin as
a percentage of revenues declined to 25% in f2@al.

Research and Development Expens

Research and development expenses primarily carfgigrsonnel related expenditures. We anticigeeresearch and development
expenditures will continue to constitute a sigrafit percentage of total revenues, because in dgnjant, they are essential to maintaining
our competitive position.

Year ended May 31,

Percent Change Percent Change
Constant Constant
(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
Research and developme $1,07¢ (6)% (5)%  $1,13¢ 13% 14%  $1,01C
Percent of Total Revenue
Research and developmt 11% 10% 10%

(1) Represents percent change excluding the effeairoémcy rate fluctuation:

Fiscal 2002 Compared to Fiscal 20C Although research and development personnetased 12%, expenditures decreased due to the
hiring of personnel in India and China where persbrcosts are significantly lower than in the Udittates, the elimination of discretionary
employee bonuses and tighter controls over disgraty spending.

Fiscal 2001 Compared to Fiscal 20C The increase in research and development egpésiprimarily attributed to growth in personrrel i
both the technology development and applicationgld@ment areas.

General and Administrative Expenses:

General and administrative expenses primarily ctredipersonnel related expenditures for infornratechnology, finance, legal and human
resources support functions.

Year ended May 31,

Percent Change Percent Change
Constant Constant
(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
General and administratiy $411 (10)% (8)%  $457 (5)% (2% $481
Percent of Total Revenue
General and administrati 4% 4% 5%

(1) Represents percent change excluding the effeairoércy rate fluctuation:

Fiscal 2002 Compared to Fiscal 20C General and administrative expenses decreasadrfly due to lower compensation related
expenditures including the elimination of discraisy employee bonuses previously discussed, asawaslhvings from productivity
efficiencies and cost controls.
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Fiscal 2001 Compared to Fiscal 20C The decrease in fiscal 2001 was due to a caatibimof the favorable effect of currency rate
fluctuations as well as increased productivity andtrols over personnel levels and personnel rékatpenditures.

Net Investment Gains (Losses) Related to Equity Beies:

Net investment gains (losses) primarily relatertmvisions for losses related to investments in otoenpanies and gains (losses) from sal¢
marketable securities.

Year ended May 31,

Percent Change Percent Change
(Dollars in millions) 2002 Actual Constant 2001 Actual Constant 2000
Other equity securitie $ (71) * * $(17) * * % 39
Liberate Technologie (173 * * — * * 432
Oracle Japa — * * — * * 6,46¢
Net investment gains/(losse $(244) * * $(17) * * $6,931
| | |

* not meaningfu

Fiscal 2002 Compared to Fiscal 20C The increase in net investment losses was pitinthue to the impairment charge recorded for our
investment in Liberate Technologies. We concludhed dur investment was other than temporarily imgzhbecause our cost basis exceeded
the publicly traded market value of the Liberatenowon stock for approximately six months. At May 3002, the closing price of Liberate’s
common stock was $4.05 per share. An impairmenigehaas recorded to adjust the carrying value ofifotestment to the publicly traded
market value as of May 31, 2002. We will reassesdrivestment in Liberate Technologies periodictédlyetermine if further impairment
charges are required. The carrying value of ouestment in Liberate at May 31, 2002 was $135 nmillio addition, we also reduced the
carrying value of certain other investments tortkstimated net realizable value during fiscal 2@D@r investment in other equity securities
at May 31, 2002 was $86 million.

Fiscal 2001 Compareto Fiscal 2000: In fiscal 2000, we realized net investment gain the sale of marketable securities in Oragarda
and Liberate. In April 2000, we sold 8.7 millionashs of Oracle Japan, resulting in a gain on dateaoketable securities in the amount of
$6,466 million. In February 2000, Oracle sold 4 j8iom shares of Liberate, resulting in a gain aesof marketable securities in the amount
of $431.8 million.

Other Income, Net:

Other income, net consists primarily of interesbime, interest expense, foreign currency exchaage gnd losses and the minority interest
share in the net profits of Oracle Japan.

Year ended May 31,

Percent Change Percent Change
Constant Constant

(Dollars in millions) 2002 Actual 1) 2001 Actual 1) 2000
Interest incom $16€ (43)% (42%  $28¢ 104% 108%  $14z
Interest expens (20 A7% (6)% (24) 26% 31% (29
Foreign currency gains/(losse (22) * * (20 * * 9
Minority interest (36) * * (39 * * (20
Other (8) * * (5) * * (6)
Total other income, ne¢ $ 81 * * $211 * * $10€
L | L | L |

(1) Represents percent change excluding the effeatroércy rate fluctuation:
* not meaningfu
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Fiscal 2002 Compared to Fiscal 20C The decrease in other income, net is primatltly to lower interest income attributable to lower
interest rates available in the capital market® Wkighted average interest rate earned on casih ecpiivalents and investments during fiscal
2002 decreased to 2.0% from 4.5% in fiscal 2001.

Fiscal 2001 Compared to Fiscal 20C The increase in other income, net was primatiig to an increase in interest income as a result
higher average cash investment balances relatia t®ale of shares in Oracle Japan in April 20@@adly offset by share repurchases during
fiscal 2001 and 2000.

Provision for Income Taxes

Our effective income tax rates were 34.7%, 35.5%2M8% in fiscal 2002, 2001 and 2000, respectivehe effective tax rate in all periods
is the result of the mix of profits we and our sdizgies earned in various tax jurisdictions thaplst a broad range of income tax rates. The
provision for income taxes differs from the tax garted at the federal statutory income tax ratepdinearily to state taxes and earnings
considered as permanently reinvested in foreigmatipms. Future effective tax rates could be adlgraffected if earnings are lower than
anticipated in countries where we have lower stayutates, by unfavorable changes in tax laws agdlations, or by adverse rulings in tax
related litigation.

We provide for United States income taxes on theiegs of foreign subsidiaries unless they are iclemed permanently invested outside the
United States. At May 31, 2002, the cumulative s upon which United States income taxes havéeeh provided are approximately
$2.3 billion. If these earnings were repatriatethe United States, they would generate foreigretarlits that could reduce the Federal tax
liability associated with the foreign dividend. Aissing a full utilization of the foreign tax credithe potential deferred tax liability for these
earnings is $522.7 million.

Under SFAS No. 109Accounting for Income Taxesgdeferred tax assets and liabilities are determbaesgd on differences between the
financial reporting and tax basis of assets arilliiees, and are measured using enacted tax estésaws that will be in effect when the
differences are expected to reverse. SFAS No. i®ddes for the recognition of deferred tax asffatsalization of such assets is more likely
than not. Based on the weight of available evideweshave provided a valuation allowance againgatedeferred tax assets. The valuation
allowance was based on the historical earningspetwithin individual tax jurisdictions that maikeincertain that we will have sufficient
income in the appropriate jurisdictions to reatize full value of the assets. We will continue waleate the realizability of the deferred tax
assets on a quarterly basis.

At May 31, 2002, we had net operating loss cargy&ods, resulting in a $12.0 million tax benefit,iethoriginated from acquired domestic
subsidiaries. We expect to utilize all of thesesloarryforwards. We also have loss carryforwardseittain foreign subsidiaries, resulting in
tax benefits of approximately $15.0 million, whiekpire at various dates. The deferred tax assehéoforeign losses has been offset by a
valuation allowance of approximately $3.1 million.

Quarterly Results of Operations

Quarterly revenues and expenses have historicaéiy laffected by a variety of seasonal factorsuitinh sales compensation plans. These
seasonal factors are common in the software ingluBltrese factors have, historically, resulted infigt quarter revenues being lower than
revenues in the immediately preceding fourth quavtaich historically, has been the highest quaktée expect this trend to continue in the
first quarter of fiscal 2003. In addition, our Epean operations generally provide lower revenuealirfirst fiscal quarter because of the
generally reduced economic activity in Europe dyitime summer.
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The following table sets forth selected unauditedrterly information for our last eight fiscal qgtexs. In accordance with EITF 01-14, which
became effective in the fourth quarter of fiscaD20we reclassified reimbursable expenditures asge for all periods shown below. We
believe that all necessary adjustments, which stedionly of normal recurring adjustments, havenbeeluded in the amounts stated below
to present fairly the results of such periods wiesd in conjunction with the consolidated finansi@tements and related notes included

elsewhere in this Form 10-K.

Fiscal 2002 Quarter Ended

(in millions, except per share data) August 31 November 30 February 28 May 31
Total revenue $ 2,265 $ 2,380 $ 2,25¢  $ 2,77
Operating incomi $ 74€  $ 82C $ 77 % 1,22¢
Net income $ 511  $ 54¢  $ 506 $ 65€
Earnings per sha—basic $ 0.0¢ $ 0.1C $ 0.0¢ $ 0.12
Earnings per sha—diluted $ 0.0¢ $ 0.1C $ 0.0¢ $ 0.12
Fiscal 2001 Quarter Ended
(in millions, except per share data) August 31 November 30 February 28 May 31
Total revenue $ 2,28¢ % 2,68 % 2,69¢ $ 3,291
Operating incomi $ 65¢ $ 94¢ $ 87¢ & 1,29t
Net income $ 50C $ 62: $ 58: $ 85E
Earnings per sha—Dbasic $ 0.0¢ $ 011 % 0.1C $ 0.1t
Earnings per sha—diluted $ 0.0¢ $ 011 $ 0.1C $ 0.1t
Liquidity and Capital Resources
Year ended May 31,
(in millions) 2002 Change 2001 Change 2000
Working capital $ 4,76¢ 6)% $ 5,04¢ 1% $ 5,021
Cash, cash equivalents and s-term investment  $ 5,841 )% $ 5,887 (25% $ 7,87
Cash provided by operating activiti $ 3,247 49% $ 2,17¢ (25% $ 2,92t
Cash provided by (used for) investing activit $ (2,139 70% $ (1,25Y) * $ 6,89:
Cash used for financing activiti $ (2,46Y) (35% $ (3,80¢) 9% $ (4,189

* not meaningfu
Working capital:
Working capital represents current assets lesewuliabilities.

Fiscal 2002 Compared to Fiscal 20C Working capital decreased because of loweketradeivables that were the result of lower revenue
levels experienced in fiscal 2002 versus 2001.

Fiscal 2001 Compared to Fiscal 20C Working capital decreased in fiscal 2001 prilgatue to tax payments related to the sale of @rac
Japan and Liberate common stock. See Note 8 ofsNot€onsolidated Financial Statements for a moneptete discussion of the sale of
Oracle Japan and Liberate common stock. Excludiage payments, working capital increased in fig6all due to improved cash flows fr
operations, which was partially offset by cash usedhe repurchase of our common stock and castl fos other long-term investing
activities.
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Cash, cash equivalents and short-term investments:

Cash and cash equivalents consist of highly ligGuvéstments in time deposits held at major banteymercial paper, United States
government agency discount notes, money marketahfitnds and other money market securities witbioal maturities of 90 days or less.
Short-term investments include all investments thature in fiscal 2003. Cash and cash equivaleetade $2.3 billion of earnings of foreign
subsidiaries that we consider permanently reindesteside of the United States. The $2.3 billiorafnings would be subject to United
States income tax if repatriated to the UnitedeStaf\ssuming a full utilization of the foreign tevedits, the potential deferred tax liability for
these earnings would be $522.7 million.

Cash flows from operating activities:

Fiscal 2002 Compared to Fiscal 20C Although net income decreased in fiscal 20@8hdlows from operating activities increased due t
large tax payments made in fiscal 2001 relatetiecstile of Oracle Japan and Liberate common stofikdal 2000. Excluding these tax
payments, cash provided by operating activitiesld/bave decreased slightly from fiscal 2001 todls2002.

Fiscal 2001 Compared to Fiscal 20C Cash provided by operating activities decreasédidcal 2001 due to the payment in fiscal 2001 o
taxes related to the sale of Oracle Japan andatdleommon stock in fiscal 2000. Excluding the gand these related tax payments, cash
provided by operating activities increased duertproved profitability.

Cash flows from investing activities:

Fiscal 2002 Compared to Fiscal 20C The decrease in cash flows from investing @i primarily relates to the purchase of cash
investments, which was partially offset by proceedsn maturities of cash investments. We expecotttinue to invest in capital and other
assets to support our growth.

Fiscal 2001 Compared to Fiscal 20C The decrease in cash flows from investing &e#is due to the positive cash flows generated i
fiscal 2000 as the result of the realized gainthersales of Oracle Japan and Liberate common.stock

Cash flows from financing activities:

We incurred negative cash flows from financing\atiéis in fiscal 2002, fiscal 2001 and fiscal 2Q@@marily as a result of common stock
repurchases. Cash flow from operations and exis@sp balances were used to repurchase our contouk) and to invest in working capi
and other assets to support our growth.

Prior to fiscal 2000, our Board of Directors appd\a program to repurchase up to 1,096 millioneshaf common stock to reduce the
dilutive effect of our stock plans. In April 200the Board of Directors authorized an additionaD$@llion for repurchases. A total of

1,286 million shares have been repurchased fooappately $14.9 billion as of May 31, 2002. In #2002, 2001 and 2000, we purchased
210.1 million, 141.6 million and 290.7 million, glea of our common stock, respectively. The amopais were approximately $2.8 billion,
$4.3 billion and $5.3 billion, in fiscal 2002, 20@hd 2000, respectively. As of May 31, 2002, $49%an was available to repurchase stock
pursuant to this program. In July 2002, the Bodricectors authorized an additional $3.0 billiar fepurchases.

In February 1998, we entered into a forward comtiasell 36.0 million shares of our common stotk442 per share plus accretion, subject
to adjustments over time. The forward contractdnatated maturity of February 13, 2003. Under thract, we have the right to issue
registered or unregistered shares for settlemethteofontract or for net share settlement. Theniatiedilutive effect of this forward contract

is currently reflected in our earnings per shateutation. To eliminate such dilution from this ¢oact, we, at our sole discretion, may decide
to repurchase shares and then use those shaedfieédlse contract.
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In September 2000, the Financial Accounting StashslBoard’s Emerging Issues Task Force reachedsensus on issue No. 00-19,
“Accounting for Derivative Financial Instrumentsdaxed to and Potentially Settled in, a Company’'s1i®tock.”During the third quarter of
fiscal 2001, the forward contract discussed inpfexeding paragraph was modified to be in compéamith the requirements of EITF No. 00-
19. As a result of the modifications, the forwaahiract is accounted for as an equity instrumestead of being classified as an asset or
liability contract, requiring it to be marked tarfaalue through earnings each period. The modifics include a provision to permit us to
settle the forward contract in unregistered shafesir common stock and the removal of collateggluirements.

In December 1996, we entered into a seven-yearemiestse facility with a banking institution thabpided for the construction or purchase
of up to $150.0 million of property and improvenetd be leased to by us. In May 1998, the maséselarrangement was amended to
increase the facility by $32.0 million to a tot&l%182.0 million. Rent is payable quarterly in @m®over a term of seven years. Our
obligations under the lease facility are collatieesd by a forward contract described in the preaggiaragraphs to sell 36.0 million shares of
our common stock at $4.42 per share plus accretidnject to adjustments over time. We may substibtiier collateral such as U.S. treasury
securities at anytime during the lease term. We lads’e an option to purchase the leased propeitigsg the term of the lease at
approximately the amount expended by the lessoonistruct or purchase such properties. In the ehabtve do not exercise our purchase
option, we have agreed to guarantee that the prepavill have a specified residual value of 85%khdir original cost, resulting in a residual
guarantee of $142.5 million at May 31, 2002. Beedte net present value of the minimum lease paisnereiuding the 85% residual
guarantee, was less than 90% of the fair valubefdase property at the inception of the leagsetheases are classified as operating leases.
As of May 31, 2002, approximately $167.7 millionthé master lease facility had been utilized. Weenily intend to exercise our option to
purchase the leased properties upon maturity detiees, which would be in December 2003, for agprately the same amount. None of
our officers or employees have any financial inéene the lease facility.

During fiscal 1997, we issued $150.0 million in 87 senior notes due in 2004 and $150.0 million.81%6 senior notes due in 2007. In
February 2002, we entered into two interest-rat@psagreements that have the economic effect offgingithe interest obligations
associated with these senior notes so that theesttpayable on the senior notes effectively besomaeable. The notional amount of the
interest rate swaps and their termination date Imthite principal amounts and maturities of the @mding senior notes. As a result of the two
interest rate swaps, the effective interest ratethe senior notes were reduced to 5.27% and 3.889ectively.

The following is a summary of our contractual comants associated with our debt and lease obligatis of May 31, 2002:

Year Ended May 31,

(Dollars in millions) 2003 2004 2005 2006 2007 Thereafter Total
Principal payments on senior no $— $15¢ $— $— $15C $ — $30C
Operating lease 94 76 55 37 28 12C 41C
Purchase of facilities under master le — 16€& — — — — 16€&
Total commitment: $94 $394 $55 $37 $17¢ % 12C $ 87¢

Through Oracle Financing Division, we offer our ttusers the option to acquire our software and sesvihrough separate long-term
payment contracts. We generally sell such cont@t& non-recourse basis to financial institutiodl'e. record the transfers of amounts due
from customers to financial institutions as saleBmancial assets because we are considered ® $iavendered control of these financial
assets under the provisions of SFAS No. XA@¢counting for Transfers and Servicing of Finarlcdessets and Extinguishments of Liabilities.”
See the “Critical Accounting Polices” discussioritreg beginning of the Management's Discussion andlysis section of this Form 10-K.
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We have no significant commitments for capital exgieires at May 31, 2002. We believe that our auroash and cash equivalents, short-
term investments and cash generated from operatiinse sufficient to meet our working capital,pigal expenditure and investment needs
through at least May 31, 2003.

New Accounting Pronouncements
Goodwill and Intangible Assets

In July 2001, the Financial Accounting Standardsaifidssued SFAS No. 14Business Combinations,and SFAS No. 142Goodwill and
Other Intangible AssetsSFAS No. 141 provides new guidance on the accogiitina business combination as of the date a bssin
combination is completed. Specifically, it requitese of the purchase method of accounting forwiriess combinations initiated after June
30, 2001, thereby eliminating use of the poolingrérests method. SFAS No. 142 establishes nedagae on how to account for goodwill
and intangible assets after a business combinatioompleted. Among other things, it requires ti@idwill and certain other intangible
assets will no longer be amortized and will instbadested for impairment at least annually andtevridown only when impaired. We
adopted this statement beginning June 1, 2002effhet of adopting SFAS No. 142 will not have a emil impact on our financial position,
results of operations or cash flows. As of May 2102, the unamortized balance of acquired intarpgiBkets was approximately $50.8
million, which is recorded in Intangible and otlasisets in the accompanying consolidated balanetsshiehis amount represents acquired
technology and other identifiable intangibles, whveill continue to be amortized upon adoption oASHNo. 142.

Impairment of Lon-Lived Assets

In October 2001, the FASB issued SFAS No. IAécounting for the Impairment or Disposal of Lohgred Assets.This statement
supersedes SFAS No. 1Z2Accounting for the Impairment of Long-Lived Asseitsl for Long-Lived Assets to Be Disposed afthough
retaining many of the fundamental recognition arehsurement provisions of SFAS 121, the new rugsfgiantly change the criteria that
would have to be met to classify an asset as lwglddle. The statement also supersedes certairsjmoy of Accounting Principles Board
Opinion No. 30,'Reporting the Results of Operations—ReportingHEfffects of Disposal of a Segment of a BusinessEatrdordinary,
Unusual and Infrequently Occurring Events and Teartions,” and will require expected future operating lossemfdiscontinued operations
to be displayed in discontinued operations in théga or periods in which the losses are incureglar than as of the measurement date, as
presently required. We adopted this new statemeduoe 1, 2002, and do not believe the effect optidg this statement will have a mate
impact on our financial position, results of openas, or cash flows.

Reimbursable Or~of-Pocket Expenses

On March 1, 2002, we adopted the consensus of Engelgsues Task Force Issue No. 01-1dcome Statement Characterization of
Reimbursements Received ‘Out-of-Pocket’ Expenses IncurredEITF 01-14 requires that reimbursements receiveativ-of-pocket
expenses be reflected as revenues and to reclassifyperiod financial statements to conform te turrent period presentation. Prior to the
adoption of EITF 01-14, reimbursable out-of-pookgpenses were reflected as a reduction to “CoSeofices.” Reimbursable out-of-pocket
expenses reclassified as service revenues fot #8864 and 2000 were $101.0 million and $101.2iaill respectively.
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Factors That May Affect Our Future Results or the Market Price of Our Stock

We operate in a rapidly changing economic and telclyical environment that presents numerous rigkeny of these risks are beyond our
control and are driven by factors that we cannetljot. The following discussion highlights somdtudse risks.

Economic, political and market conditions can adeetly affect our revenue growtl Our revenue growth and profitability dependstuan
overall demand for computer software and servigadijcularly in the sectors in which we offer prothi Because our sales are primarily to
corporate and government customers, our busingende on general economic and business condifitvesgeneral weakening of the global
economy and the weakening of business conditicarsicplarly in the high technology, telecommunioas and manufacturing industry
sectors, as well as governmental budgetary constrdiave resulted in delays, decreases and camaed of customer purchases. If demand
for our software and related services continudsetaveak, our revenue growth rates will be adveratbcted. In addition, terrorist attacks
upon the United States have contributed to econgmoidtical and other uncertainties that could aded/ affect our revenue growth and
results. If economic and market conditions do ngirove, our business will continue to be adveraéigcted.

Although our business depends materially on thelitiom of domestic and foreign economies, and enpérformance of key sectors that
generate a disproportionate percentage of our tmgand earnings, our management has no compaadira@tage in forecasting
macroeconomic trends and developments relatinigeiset general business conditions. Our managemdmvigver, required to make these
forecasts in order to develop budgets, plan rebemtd development strategies and perform a widetyasf general management functions.
To the extent that our forecasts are in error, beeave are either overly optimistic or overly pesstic about the performance of an economy
or of a sector, our performance can suffer becafiadailure properly to match corporate strategihweconomic conditions.

Our success depends upon our ability to develop peaducts and enhance our existing products.Rapid technological advances in
hardware and software development, evolving statsdiarcomputer hardware and software technologgngimg customer needs and freqt
new product introductions and enhancements chaizethe enterprise software market in which we gete. To keep pace with
technological developments, satisfy increasinglyhssticated customer requirements and achieve rhadoeptance, we must enhance and
improve existing products like Oracd Database, Oracl@ASand Oracle E-Business Suite and we must also agtmintroduce new
products and services. If we are unable to devedoap products or adapt our current products to runew or increasingly popular operating
systems, or if we are unable to enhance and impsav@roducts successfully in a timely mannerf evé fail to position and/or price our
products to meet market demand, our business agratipy results will be adversely affected. Accafed product introductions and short
product life cycles require high levels of expendss for research and development that could aelyeagfect our operating results. Further,
any new products we develop may not be introducedtimely fashion and may not achieve this broadket acceptance necessary to
generate any significant revenue.

Our sales forecasts may not consistently correleteevenues in a particular quarter. We use a “pipeline” system, a common industry
practice, to forecast sales and trends in our legsinrOur sales personnel monitor the status pfatlosals, such as the date when they
estimate that a customer will make a purchase idecénd the potential dollar amount of the saleeSehestimates are aggregated periodically
to generate a sales pipeline. We compare thisipgal various points in time to evaluate trendsunbusiness. This analysis provides some
guidance in business planning and budgeting, msetipipeline estimates are by their nature spéeeld@ur pipeline estimates are not
necessarily reliable predictors of revenues inriqudar quarter or over a longer period of timartlly because of changes in conversion
rates that can be very difficult to estimate. Tlosvslown in the economy, domestically and internagity, has caused and may continue to
cause customer purchasing decisions to be delegedced in amount or cancelled. All of these tremalge reduced and could continue to
reduce the rate of conversion of the pipeline gantracts. A variation in the conversion rate & iipeline into contracts, or in the pipeline
itself, could cause us to plan or budget incoryeaiid thereby adversely
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affect our business or results of operations. lti@dar, a slowdown in information technology sgerg or economic conditions can cause
purchasing decisions to be delayed, reduced in atrayicancelled, which would reduce the overaéitise pipeline conversion rate in a
particular period of time. Because a substantidiqo of our license revenue contracts are comglatehe latter part of a quarter, we may
be able to adjust our cost structure promptly 8pomse to a decrease in our pipeline conversien rat

If we do not successfully manage our operating miagy our business can be negatively impact Our future operating results will
depend on our ability to forecast revenues acclyratel control expenses. While we can control @eiiteternal factors, our future operating
results can be adversely impacted by external facsoich as a slowing in demand for hardware that our software. If there is an
unexpected decline in revenues, which is not offged decrease in expenses, our business and iogeedults will be adversely affected.

Our international sales and operations subject wsadditional risks that can adversely affect ourenating results. We derive a
substantial portion of our revenues from custoroetside the United States. We have significantatpemrs outside of the United States,
including software development, sales, customepasu@nd production operations, and we plan to eamar international operations. Our
international operations are subject to a variétysis, including:

e general economic conditions in each country oragi

» the overlap of different tax regimes;

» the difficulty of managing an organization spreaérovarious countries;

» changes in regulatory requirements;

» compliance with a variety of international laws aradulations, including trade restrictions and demin tariff rates;
» longer payment cycles and difficulties in collegtimccounts receivable;

« fluctuations in currency exchange rates and diffiesi in transferring funds from certain countries;

* import and export licensing requirements;

» political unrest or terrorism, particularly in asgia which we have facilities; and

e reduced protection for intellectual property riglitsome countries.

Our success depends, in part, on our ability teigatte and address these risks. We cannot guarémethese or other factors will not
adversely affect our business or operating resulsarticular, a softening in demand for softwangl services in any particular region, as was
the case in Asia in the second half of fiscal 2@, adversely affect our future operating results.

We conduct a significant portion of our businessurrencies other than the United States dollar.dperating results are therefore subject to
fluctuations in foreign currency exchange ratesar@gfes in the value of major foreign currenciestiredao the value of the United States
dollar adversely affected revenues and operatisgltein fiscal 2002. The United States dollar texently weakened relative to other
currencies. If the value of the United States ddteengthens in fiscal 2003 relative to other encies, our revenues and operating results
be adversely affected. Our foreign currency tratisagains and losses are primarily related toisahke fee and other agreements among
ourselves, our subsidiaries and our selling distdts. These gains and losses are charged agamst@s in the period incurred. To reduce
our transaction and translation gains and lossescaded with converting foreign currencies intatea States dollars, we enter into foreign
exchange forward contracts to hedge transactiorirandlation exposures in major currencies. Inateiinstances, we do not hedge foreign
currencies, such as when the forward contractisanmelevant currency are not readily availablerermet, in our opinion, cost effective. As a
result, we will continue to experience foreign emty gains and losses. In addition, while we haugdd exposure to the current unsettled
political and economic conditions in
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Argentina, there can be no assurances about theitmdg and timing of any future impact of theseditons on us or that these conditions
will not spread to other regions in Latin Amerigadébeyond.

To be successful we must effectively compete iarge of markets within the highly competitive soétve industry. The software industry
is intensely competitive. Several large vendorsetigy and market databases, internet applicatioreseroducts, application development
tools, business applications and business inteltiggroducts that compete with our offerings. Sofftbese competitors have significantly
greater financial and technical resources. We expemntinue to face intense competition in eacnkat in which we compete. We could
lose market share if our competitors introduce nempetitive products into one or more of our maskatld new functionality into an
existing competitive product, acquire a competifiveduct, reduce prices, or form strategic allimwwéh other companies. In addition,
because new distribution methods and opporturifiiesed by the internet and electronic commercesh@moved many of the barriers to
entry historically faced by small and start-up camigs in the software industry, we expect to fatditeonal future competition from these
companies. If existing or new competitors gain reighare in any of these markets, at our expensdyusiness and operating results could
be adversely affected. Our applications run onlypondatabase products, which could potentiallytloar share of the market for business
applications software. Additionally, our competgaffering business applications and applicatiomeseproducts may influence a customer’s
purchasing decisions for the underlying databasmiaffort to persuade potential customers nottpiae our database products.

We hold equity investments that have recently exgeced significant declines in market value. We hold an equity investment in Liberate
Technologies, a publicly traded company, as welhasstments in our venture fund portfolio thanparily consist of privately held
companies in the start-up or development stagemdieally, we evaluate the net realizability oé#e investments and record investment
losses if we view that the decline in the valudasmed to be other than temporary. In fiscal 2@@2recorded net impairment charges of
$244 million, including $173 million in the fourtjuarter related to Liberate. See “Net Investmenh&@ osses) Related to Equity Securities
under Item 7 above. We may record additional impairt charges if we deem an investment to be imgh@iréuture periods.

Acquisitions and investments present many risksdame may not realize the financial and strategicaj®that were contemplated at tl
time of any transaction. We have in the past and expect in the futugectjuire or make investments in complementary comegaproduct:
services and technologies. The risks we commordgpwmter include:

e we may find that the acquired company or assetsotiéurther our business strategy or that we paidenthan what the company or
assets are wortl

* we may have difficulty integrating the operatiomsl gersonnel of the acquired businesses;

* we may have difficulty in incorporating the acquitechnologies or products with our existing pradines;
e we may have product liability associated with take ©f the acquired company’s products;

e our ongoing business may be disrupted by transtfantegration issues;

* our management’s attention may be diverted froneroblusiness concerns;

e our management may not be able to improve our fiahand strategic position;

* we may have difficulty maintaining uniform standsyrdontrols, procedures and policies;

e our relationship with current and new employees@igahts could be impaired;

» the acquisition may result in litigation from temated employees or third parties who believe arckgainst Oracle would be
valuable to pursue; ar
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» our due diligence process may fail to identify #igant issues with product quality, product arebiure and legal contingencies,
among other matter

These factors could have a material adverse &ffecur business, results of operations and findooiadition or cash flows, particularly in
the case of a larger acquisition or number of aitjons. Our investments in other businesses aeadcompanied by risks similar to those
involved in an acquisition.

We previously have generally paid for acquisitionsash. We may in the future pay for acquisitiong/hole or in part with stock or other
equity-related purchase rights. To the extentweaissue shares of stock or other rights to puek#sck, including options and other rights,
existing stockholders may be diluted and earnirggsshare may decrease.

An investigation into a contract between the stafteCalifornia and us may have an adverse impactamr business The state of
California is currently conducting an investigati@garding the circumstances under which it entareda contract with us in fiscal year
2002, which allows state and local agencies to ¢oentheir buying power to purchase software undgngle enterprise contract at a
substantial discount. The investigation follows plublication of a report by the state auditor #@icluded that state officials failed to follow
state contracting procedures and entered into @astrnihat obligates California to purchase morfénsre than the state needed. An issue has
also been raised over an unrelated campaign donatithe Governor of California, which was delivieefew days after the contract was
signed. The state legislature has recently compledarings regarding these issues without makigdiadings. Although we believe that the
contract would have delivered excellent value ®dtate and local governments in California andmeeconfident we have done nothing
improper in connection with the sales processhénimterest of accommodating the state, we offeyedscind the contract. We reversed the
revenue related to this contract in the fourth tgrasf fiscal 2002 when the state accepted our offiee formal agreement to rescind the
contract was executed July 23, 2002. Even thoughawve rescinded the contract, our government bssjiie California and elsewhere, may
be affected as a result of this controversy. Offezrernment agencies may be hesitant to enter memgerprise contract or other types of
contracts with us for some period of time, andrtegative publicity regarding this controversial tant may harm our reputation and
adversely impact our business.

We may be required to defer recognizing revenuederequired to change our business practices ér are changes in accounting
regulations and related interpretations and polisigparticularly those related to revenue recognitio We use standardized license
agreements designed to meet current revenue rewogaiiteria under generally accepted accountirnigoiples. However, we must often
negotiate and revise terms and conditions of teem®lardized agreements, particularly in largemise transactions. These negotiations can
extend the sales cycle and, in certain situatithesrevised terms can require us to defer recagndf revenue on the license. The American
Institute of Certified Public Accountants (“AICPARas issued Statement of Position (“SOP”) No. 9%2ftware Revenue Recognitiora’s
amended by SOP No. 98-4 and SOP No. 98-9, whichges guidance on revenue recognition in applyiegegally accepted accounting
principles for software revenue recognition tratisas. In addition, the Securities and Exchange @@sion (“SEC”) issued Staff
Accounting Bulletin (“SAB”) No. 101/Revenue Recognition in Financial Statementsliich provides further revenue recognition guidance
We adopted the provisions of SAB No. 101, as am@&nideour fourth fiscal quarter of 2001, as reqdir&dditional implementation
guidelines, and changes in interpretations of gugtielines, could lead to unanticipated changesiincurrent revenue accounting practices
that could cause us to defer the recognition oémewe to future periods or require us to changéasiness practices.

Moreover, policies, guidelines and interpretaticglated to revenue recognition, income taxes, imrests in equity securities, facilities
consolidation, accounting for acquisitions, allow@s for doubtful accounts and other financial répgmatters require difficult judgments
to complex matters that are often subject to mieltjources of authoritative guidance. Some of thestters are also among topics currently
under re-examination by accounting standards grangdsegulators. These standard groups and regulatald promulgate interpretations
and guidance that could result in material and ity adverse, changes to our accounting policies

30



Table of Contents

We may need to change our pricing models to competecessfully. Historically, we have reduced prices and we megd to lower our
prices in the future. The intensely competitive ke#s in which we compete can put pressure on usdace our prices. If our competitors
offer deep discounts on certain products in anreféorecapture or gain market share or to sekogioftware or hardware products, we may
then need to lower prices or offer other favordbtens in order to compete successfully. Any suanges would be likely to reduce margins
and can adversely affect operating results. We paviedically changed our pricing model for our Hshess Suite and system software
products and any broadly based changes to ourspaite pricing policies could cause sales and leeegenue to decline or be delayed as our
sales force implements and our customers adjubketaew pricing policies. Some of our competitoesyrbundle software products for
promotional purposes or as a long-term pricingtsgnaor provide guarantees of prices and produptédmentations. These practices could,
over time, significantly constrain the prices thet can charge for our products. In addition, ifdeenot adapt our pricing models to reflect
changes in customer use of our products, our leeasenues could decrease. Our license revenuibalsa decline if our customers shift to
operating systems on which we experience relatigedater price competition and resulting lower agerlicense prices. Additionally,
although the distribution of applications througipkcation service providers may provide a new reaflr our products, these new
distribution methods could also reduce the pridd fa our products or adversely affect other sallesur products. If we cannot offset price
reductions with a corresponding increase in thelramof sales or with lower spending, then the reddizense revenues resulting from loy
prices would adversely affect our results.

If we cannot hire enough qualified employees ownik lose key employees, it will adversely affect ability to manage our busines

develop our products and increase our revenuesWe believe our continued growth and successridpto a large extent on the continued
service of our senior management and other key@rapk and the hiring of new qualified employeeshisoftware industry, there is
substantial and continuous competition for highijled business, product development, technical athér personnel. We may experience
increased compensation costs that are not offseithgr improved productivity or higher prices. Wiay not be successful in continuously
recruiting new personnel and in retaining and naithg existing personnel. Members of our senior ag@ment team have left Oracle over
the years for a variety of reasons and we canrsoirag/ou that there will not be additional depasuAny changes in management can be
disruptive to our operations. In general, we dohate long-term employment or non-competition agres with our employees. Part of our
total compensation program includes stock optidheg. volatility or lack of positive performance afrostock price may from time to time
adversely affect our ability to retain or attraeylemployees.

We might not be successful in expanding our techogy into new business areas. Over the past several years, we have expanded o
technology into a number of new business areakjdimg internet/electronic commerce, outsourcingises, wireless initiatives, internet
computing, on-line exchanges and electronic sogrfina range of business procurement needs. Taress are relatively new to our product
development, sales and marketing personnel. Wenoilye effective in competing in these new areasthese areas may not generate
significant revenues. Even if there is significgrawth in some of these new areas, the impact ogimwth is uncertain because we may not
be able to provide a product offering that satssfiew customer demands in these areas. In additamdards for network protocols, as well
as other industry adopted and de facto standardbddnternet, are rapidly evolving. We cannotyide any assurance that the standards on
which we choose to develop new products will alleswto compete effectively for business opportusitie they arise on the internet and in
other emerging areas.

We might experience significant undetected errors‘bugs” in our products. Despite testing prior to release of the proglusbftware
products frequently contain errors or security 8aespecially when first introduced or when newsiars are released. Software errors in our
products could affect the ability of our produaisstork with other hardware or software productsjldalelay the development or release of
new products or new versions of products and cadietrsely affect market acceptance of our prod&gtd-users who rely on our products
for applications that are critical to their busises, may have a greater sensitivity to producreand security vulnerabilities than customers
for software products generally. If we experienaers or delays in releasing new products or newiwas of products, we could lose
revenues. Software product errors could also
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subject us to product liability, performance andi@rranty claims, which could adversely affect business and operating results.

Our quarterly revenues and operating results candiéficult to predict and can fluctuate substantigl. ~ Our revenues in general, and our
license revenues in particular, are difficult toefoast and are likely to fluctuate substantialpnrquarter to quarter due to a number of fac
many of which are outside of our control. Theseadecinclude:

« the relatively long sales cycles for many of owdarcts;

» the tendency of some of our customers to wait tinilend of a fiscal quarter or our fiscal yeathi@ hope of obtaining more
favorable terms

e the timing of our or our competitors’ new produetsproduct enhancements or any delays in suchdattions;
» any delays or deferrals of customer implementatafraur products;

» any changes in customer budgets that could affattthe timing and size of any transaction;

e any delays in recognizing revenue on any transactio

e any seasonality of technology purchases;

» any changes in general economic conditions;

» any changes in the product selection purchasingnpatof our customers between standard editiodysts and higher premium
products; ant

» changes in our pricing policies or the policie®of competitors.

Our license revenues in any quarter depend on®kmked and shipped in that particular quarter.@perating expenses are based on our
estimates of revenues and a high percentage afxpanses are relatively fixed. Accordingly, our eidy results are difficult to predict with
any accuracy until the very end of a quarter. Brea small number of relatively large license taations are delayed until after a quarter
ends, our operating results could vary substaptiedim quarter to quarter and our net income cdalldsignificantly short of our predictions.

Business disruptions could affect our future opeirag results. Our operating results and financial conditionld be materially and
adversely affected in the event of a major eartkgufire or other catastrophic event, such aselent terrorist attacks upon the United St
Our corporate headquarters, a significant portioouo research and development activities and iceotder critical business operations are
located in California, near major earthquake faltsatastrophic event that results in the deswaaf any of our critical business or
information technology systems could severely dféer ability to conduct normal business operatiang as a result our future operating
results could be adversely affected. In 2001, Gali experienced ongoing power shortages, whistlted in “rolling blackouts.” These
blackouts, blackouts in other regions or procedumggemented to avert blackouts could cause digrnptto our operations and the operat
of our customers. Although the likelihood of suéérdptions has diminished, such disruptions, paldidy at the end of a quarter, could
adversely affect quarterly revenues and net incoyngéelaying the closing of a number of licensirangactions.

We periodically have restructured our sales foreghich can be disruptive. We continue to rely heavily on our direct sdtase. In many
years, we have restructured or made other adjussni@our sales force at least once a year in resgpto factors such as managen

changes, product changes, performance issues laadinternal considerations. Changes in the stradifithe sales force have generally
resulted in a temporary lack of focus and reducedywctivity that may have affected revenues in @nmore quarters. We cannot assure you
that we will not continue to restructure our sdt@se or that the transition issues associated keitructuring the sales force will not recur.
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Some of our products are not as profitable as oth¢ Some of our products require a higher level@felopment, distribution and support
expenditures, on a percentage of revenues basedhues generated from these products beconeategpercentage of our total revenues
and if the expenses associated with these prodacaspercentage of revenues basis do not dectbasepur operating margins will be
adversely affected.

We may not receive significant revenues from ouri@nt research and development efforts for seveyahrs. Developing and localizing
software is expensive and the investment in prodegelopment often involves a long payback cyeididcal 2002, our research and
development expenses were $1,076 million, or 11%uototal revenues. Our plans for fiscal 2003udel significant investments in software
research and development and related product appies. We believe that we must continue to dddieasignificant amount of resources to
our research and development efforts to maintaircompetitive position. However, we do not expectdceive significant revenues from
these investments for several years.

We may not be able to protect our intellectual pesty. We rely on a combination of copyright, patérademark, trade secrets,
confidentiality procedures and contractual commiita¢o protect our proprietary information. Despite efforts, these measures can only
provide limited protection. Unauthorized third p@stmay try to copy or reverse engineer portionsusfproducts or otherwise obtain and use
our intellectual property. Any patents owned bymesy be invalidated, circumvented or challenged. Ahgur pending or future patent
applications, whether or not being currently chadled, may not be issued with the scope of the slammseek, if at all. In addition, the laws
of some countries do not provide the same levelatection of our proprietary rights as do the lafthe United States. If we cannot protect
our proprietary technology against unauthorizedygapor use, we may not remain competitive.

Third parties may claim we infringe their intelleatl property rights. We sometimes receive notices from others clagmie are

infringing their patent and other intellectual peoty rights. We expect the number of such claimkingrease as the number of products and
competitors in our industry segments grows anduhetionality of products overlaps. Companies agarfrequently seeking to patent
software and business methods because of develepinghe law that may extend the ability to obtsirch patents. As a result, we expect to
receive more patent infringement claims. Respontbrany infringement claim, regardless of its vididcould:

e be time-consuming to defend;

e resultin costly litigation;

» divert management’s time and attention from devieppur business;

e require us to enter into royalty and licensing agrents that we would not normally find acceptable;

e require us to stop selling or to redesign our potsitand

e require us to pay money as damages or to satidgnimification obligations that we have with ourtomsers.

If a successful claim is made against us and wedaevelop or license a substitute technology,basiness, results of operations, financial
condition or cash flows could be materially advirsdfected.

The conviction of Arthur Andersen LLP may limit pential recoveries from them related to their priservice as our independent auditors.

Prior to April 8, 2002, Arthur Andersen LLP ged as our independent auditors. On March 14, 280dersen was indicted on federal
obstruction of justice charges arising from theeyowment'’s investigation of Enron Corporation andJane 15, 2002, Andersen was found
guilty. Andersen has informed the SEC that it wdhse practicing before the SEC by August 31, 200i2ss the SEC determines another
date is appropriate. On April 8, 2002, we dismis&adersen and retained Ernst & Young LLP as ouejehdent auditors for our current
fiscal year ended May 31, 2002. SEC rules requsrmpresent historical
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audited financial statements in various SEC filirgigch as registration statements, along with Aselés consent to our inclusion of its audit
report in those filings. Since our former engagenpamtner and audit manager have left Anderseriralight of the announced cessation of
Andersen’s SEC practice, we will not be able taobthe consent of Andersen to the inclusion oaitdit report in our relevant current and
future filings. The SEC recently has provided regaiy relief designed to allow companies thatfdports with the SEC to dispense with the
requirement to file a consent of Andersen in cartéticumstances, but purchasers of securitieswsudiér our registration statements, which
were not filed with the consent of Andersen toitieusion of its audit report will not be able toesAndersen pursuant to Section 11(a)(4) of
the Securities Act and therefore their right ofossery under that section may be limited as a regfthe lack of our ability to obtain
Andersen’s consent.

Our stock price could remain volatile and your insnent could lose value. Our stock price has fluctuated widely in thetgand could
continue to do so in the future. Your investmentim stock could lose value. Some of the factaas tbuld significantly affect the market
price of our stock include:

e quarterly variations in our results of operationshmse of our competitors;
e changes in our or our competitors’ prices;

» changes in our revenue and revenue growth ratesvé®le or for specific geographic areas, busineds, products or product
categories

* announcements of new products or product enhandsrbgrus or our competitors;
* announcements of advances in technology by usrocaupetitors;
e changes in management;
e changes in recommendations or earnings estimatéisdncial analysts;
» speculation in the press or analyst community;
» changes in economic and market conditions eitheeigdly or specifically to particular industries;
» wide fluctuations in stock prices, particularly viespect to the stock prices for other technolagypanies;
e changes in interest rates; and
» changes in investors beliefs as to the approppiate-earnings ratios for us and our competitors.
A significant drop in our stock price could expasgeto the risk of securities class action lawsefending against such lawsuits could result

in substantial costs and divert management’s avteaind resources. Furthermore, any settlemendwarae determination of these lawsuits
could adversely affect us.
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ltem 7a. Quantitative and Qualitative Disclosure About Market Risk

Interest Rate Risk Our investment portfolio is subject to markiskidue to changes in interest rates. We placénsestments with high
credit quality issuers and, by policy, limit the @mt of credit exposure to any one issuer. As dtet@ur investment policy, we are averse to
principal loss and seek to preserve our investadgby limiting default risk, market risk and regstment risk.

We mitigate default risk by investing in only higredit quality securities that we believe to be lisk. We also diversify our portfolio so as
to constrain the risk of loss that would resulnfra significant reduction in a credit rating of anyestment issuer or guarantor. Our portfolio
includes only marketable securities with activeoselary or resale markets to ensure portfolio ligyid

Table of Investment Securities:

The table below presents the amortized principalwarh related weighted average interest rates atdrities for our investment portfolio.
The amortized principal amount approximates falu@at May 31, 2002.

Amortized Weighted
Principal Average
(Dollars in millions) Amount Interest Rate
Cash and cash equivalel $ 3,09¢ 1.4%%
Shor-term investments (91 de-1 year) 2,74¢ 2.45%
Long-term investments -2 years 40€ 3.11%
Total cash, cash equivalents and investm $ 6,247 1.9%%
I

The table above includes the United States dotjaivalent of cash and cash equivalents denominatiateign currencies as shown below.
See Foreign Currency Risk for a discussion of henhedge net assets of certain international susgdifrom foreign currency exposure.

Amortized
Principal
Amount
(Dollars in millions) at May 31, 2002
Japanese Ye $ 64¢
Euro 34¢€
UK Pound 13¢
Chinese Renmint 95
Canadian Dolla 83
Other currencie 462
Total foreign cash and cash equivale $ 1,76¢
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During fiscal 1997, we issued $150.0 million in 8% senior notes due in 2004 and $150.0 million.&1%6 senior notes due in 2007. In
February 2002, we entered into two interest-rat@psagreements that have the economic effect offgringithe interest obligations
associated with these senior notes so that theesttpayable on the senior notes effectively besomaeiable based on the three month LIE
set on the first day of each quarter. The noti@mabunt of the interest rate swaps and their tertioimalate match the principal amounts and
maturities of the outstanding senior notes. Assaltef the two interest rate swaps, the effeciiterest rates on the senior notes were red
to 5.27% and 3.99%, respectively. The fair valuthefinterest rate swaps was $1.8 million at May28D2.

Table of Interest Rate Swaps:

Fixed Interest Fixed Rate Effective
Notional Rate on Senio Received Variable Rate Interest Rate on
(Dollars in millions) Amount Notes on Swap Paid on Swap Senior Notes
Matures February 20C $ 15C 6.72% (3.35%) 1.9(% 5.21%
Matures February 20C $ 15C 6.91% (4.82%) 1.9(% 3.9%

Foreign Currency Risk. We transact business in various foreign cuisnd he Board of Directors has approved a proghanprimarily
utilizes foreign currency forward exchange consdotoffset the risk associated with the effectsestain foreign currency transaction
exposures. Under this program, increases or dexséa®ur foreign currency transactions are ofigegains and losses on the forward
contracts, so as to mitigate the possibility okfgn currency transaction gains and losses. Thwe@h currency transactions typically arise
from intercompany sublicense fees and other intepamy transactions. Our forward contracts geneteiye terms of 90 days or less. We do
not use forward contracts for trading purposesfakign currency transactions and all outstandiamgyard contracts (non equity hedges) are
marked to market at the end of the period with alized gains and losses included in Other incompdiese). Our ultimate realized gain or
loss with respect to currency fluctuations will dad on the currency exchange rates and other $aici@ffect as the contracts mature. Net
foreign exchange transaction gains (losses) indunl®ther income, net in the accompanying conatdid statements of operations were
($27) million, ($10) million and $9 million in figd 2002, 2001 and 2000, respectively. The fair @atithe foreign currency exchange
contacts was not material to our consolidated firerstatements.
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The table below presents the notional amountsofatract exchange rates) and the weighted averageactual foreign currency exchange
rates for the outstanding forward contracts as ay /91, 2002. Notional weighted average exchangs e quoted using market conventi
where the currency is expressed in currency ueitd)mited States dollar, except for Australia, Uidahe Euro countries where the currency
is expressed in dollar per currency unit. The fadi@ntracts mature in ninety days or less as of Blg 2002. As of May 31, 2002, the
notional contract amount and the weighted averagkange rates were as follows:

Table of Forward Contracts:

Exchange
Exchange Foreign Currency United States Dollars Notional Weighted
for United States Dollars for Foreign Currency Average

(Dollars in millions) (Notional Amount) (Notional Amount) Exchange Rate
Functional Currency:

Australian Dollat $ 4 % 17 0.5¢
Brazilian Rea 10 — 2.5¢
Canadian Dolla 17 — 1.54
Chilean Pesi 3 — 655.8(
Chinese Renmint 43 — 8.2¢
Colombian Pes 1 — 2,330.0(
Euro 19 — 0.9<
Indian Rupe — 14 49.22
Israeli Sheke 26 — 4.9t
Japanese Ye — 3 124.1:
Korean Wor 8 1 1,238.5(
Mexican Pes 3 — 9.6t
Peruvian New Sc 3 — 3.4¢
Philippine Pes: 13 — 50.2¢
Polish Zloty 1 14 4.0¢€
Saudi Arabian Riys 15 — 3.7t
Singapore Dolla 1 13 1.7¢
Slovakian Korung — 2 47.01
South African Rani 17 — 9.8¢
Swedish Kron: 3 — 9.84
Swiss Frant 3 11 1.57
Thai Baht 1 — 4252
Taiwan Dollar — 3 34.1:2
UK Pound — 37 1.4¢€

Total $ 191 $ 11¢E

Equity Hedges We hedge the net assets of certain interndtguizsidiaries (“net investment hedges”) using famivforeign currency
exchange contracts to offset the translation and@nic exposures related to our investments iretsabsidiaries. In accordance with
Statement of Financial Accounting Standards (“SPAIS3,“Accounting for Derivative Instruments and for Hexg Activities,” as amende
we measure the ineffectiveness of net investmetigé® by using the changes in spot exchange ratesige this method reflects our risk
management strategies, the economics of thosegiatin our financial statements and better managerest rate differentials between
different countries. Under this method, the chaindair value of the forward contract attributalbbethe changes in spot exchange rates (“the
effective portion”) is reported in the stockholderguity section to offset the translation reswitsthe net investments. Net gains (losses) on
equity hedges reported in stockholders’ equity vig&® million, $5.7 million and ($2.0) million insical 2002, 2001 and 2000, respectively.
The remaining change in fair value of the forwaodtcact (“the ineffective portion”) is recognized ©ther income, net. The net gain on
equity hedges reported in Other income, net waé $flion in
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fiscal 2002. Prior to the adoption of SFAS 133aasended, we recorded all gains (losses) relateduity hedges as a component of
accumulated other comprehensive income (losspitkbblders’ equity.

The Japanese Yen equity hedge minimizes curregkyarising from net assets held in Yen as a reddtuity capital raised during the initial
public offering and secondary offering of Oraclpaia The Euro equity hedge minimizes currencyfrisk net assets held in Euros in Euro
functional subsidiaries. The fair value of our égliedges was not material to our consolidatechfire statements. The equity hedges are for
the exchange of United States Dollars into Japa¥eseand Euros.

Table of Equity Hedges

Notional
Weighted Average

(Dollars in millions) Notional Amount Exchange Rate
Functional Currency:
Japanese Ye $ 587 123.7¢
Euro 30C 0.9¢

Total $ 887

I

Item 8. Financial Statements and Supplementary &ia
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 Accotemts on Accounting and Financial Disclosure

None.
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PART Il
Iltem 10. Directors and Executive Officers of thd&Registrant

The information required by this Item with respexthe directors and compliance with Section 16¢ahe Securities and Exchange Act is
incorporated by reference from the information jded under the headings “Election of Directors” &8dction 16(a) Beneficial Ownership
Reporting Compliance,” respectively, containedum Broxy Statement to be filed with the Securiied Exchange Commission in
connection with the solicitation of proxies for cdmnual Meeting of Stockholders to be held on Oetab4, 2002. The information required
by this Item with respect to our executive officexrgontained in Item 1 of Part | of this Annualgeet under the heading “Executive Officers
of the Registrant.”

ltem 11. Executive Compensation

The information required by this Item is incorp@eby reference from the information provided urtierheading “Executive Compensation”
of our Proxy Statement. The information specifiedtém 402 (k) and (I) of Regulation S-K and settan our Proxy Statement is not
incorporated herein by reference.

Item 12. Security Ownership of Certain BeneficihOwners and Management

Equity Compensation Plan Information

Year ended May 31, 2002

Weighted-

average

exercise Number of shares
Number of shares to price of remaining available

be issued upon outstanding for future
exercise of options, issuance under

outstanding options, warrants equity compensatior
warrants and rights and rights plans

(shares in millions)
Equity compensation plans approved by stockhol 45; $ 11.31 98¢
Equity compensation plans not approved by stocldrsft — — —
Total 452 98¢

* Includes outstanding options for 110,490 sharesvegighted average exercise price of $1.79 peeshi&ese options were assumed in
connection with two acquisitions in fiscal 1997 ar@898. No additional awards can be granted undeplgns that originally issued th
options.

Other information required by this Item is incorated herein by reference from the information pifedi under the headin&tock Ownershi
of Certain Beneficial Owners and Management” of Buoxy Statement.

Item 13. Certain Relationships and Related Trarections

The information required by this Item is incorp@éherein by reference from the information prodideder the heading “Transactions and
Legal Actions Involving Management” of our Proxyat&ment.
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PART IV
Item 14. Exhibits, Financial Statement Schedulesnd Reports on Form 8-K
(@ 1. Financial Statements

The following financial statements are filed asaat pf this report:

Page
Report of Ernst & Young LLP, Independent Audit 42
Copy of Report of Independent Public Accountantgi{@r Andersen LLP 43
Consolidated Financial Statemer
Balance Sheets as of May 31, 2002 and - 44
Statements of Operations for the years ended Mag®12, 2001 and 20( 45
Statements of Stockhold’ Equity for the years ended May 31, 2002, 2001 &aD. 46
Statements of Cash Flows for the years ended Mag2@12, 2001 and 20( 47
Notes to Consolidated Financial Stateme 48
(@) 2. Financial Statement Schedules
The following financial statement schedule is fikla part of this report:
Page
Il Valuation and Qualifying Accoun 73

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

The following exhibits are filed herewith or areamporated by reference to exhibits previouslydfikdth the SEC.
Exhibit
Number Exhibit Title

3.01(1) Restated Certificate of Incorporation filed witletBelaware Secretary of State on January 11, -
3.02(2) Oracle Bylaws, as adopted October 30, 1986, anchdments dated January 13, 1989 and December 3,
3.04(2) Certificate of Amendment of Restated Certificaténaforporation filed with the Delaware Secretarystédte on June 5, 20C

4.01(3) Indenture between Oracle Corporation and StatetSBa&nk and Trust Company of California, N.A., dakebruary 24,
1997.

4.0z Oracle Corporation 1993 Deferred Compensation Risiamended and restated as of November 15,
4.05(4) Amended and Restated Preferred Shares Rights Agréedated March 31, 199
4.04(5) Amendment Number One to the Amended and RestaefdrRyd Shares Rights Agreement, dated March 29..
4.05(6) Specimen Certificate of Registr’s Common Stock
10.01* Oracle Corporation Employee Stock Purchase Pla®21@&s amended and restated as of March 22, .
10.0%6)* 1993 Director’ Stock Option Plan, as amended through August 812
10.041)*  The 1991 Lon-Term Equity Incentive Plan, as amended through lt@8, 1999
10.052)*  Amendment to the 1991 Lo-Term Equity Incentive Plan, dated January 7, 2!
10.0¢(2)*  Amendment to the 1991 Lo-Term Equity Incentive Plan, dated June 2, 2(
10.0%7)*  The 2000 Lon-Term Equity Incentive Plan, as approved on Octdle2000.

21.01 Subsidiaries of the Registra
23.01 Consent of Ernst & Young LLP, Independent Auditt
23.02 Statement Regarding Consent of Arthur Andersen |

* Indicates management contract or compensatorygslamrangemen

(1) Incorporated by reference to the Forn-Q filed on January 14, 200
(2) Incorporated by reference to the Forn-K filed on August 28, 200(
(3) Incorporated by reference to the Forn-Q filed on April 10, 1997

(4) Incorporated by reference to the For-A/A filed on March 31, 199¢
(5) Incorporated by reference to the For-A/A filed on March 22, 199¢
(6) Incorporated by reference to the Forn-K filed on August 10, 200!
(7) Incorporated by reference to the Forn-Q filed on January 16, 200

(b) Reports on Form 8-K

On April 10, 2002, we filed a current report of Fo8-K reporting under Item 4, Changes in RegistsaDertifying Accountants, that we had
dismissed our independent auditors, Arthur Andetddh and engaged the services of Ernst & Young BsRur new independent auditors
for our fiscal year ending May 31, 2002. Our Firaaad Audit Committee of the Board of Directorshauized the dismissal of Arthur
Andersen and the engagement of Ernst & Young.
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REPORT OF ERNST & YOUNG, INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Oracle Corporation

We have audited the accompanying consolidated balsineet of Oracle Corporation as of May 31, 2@08,the related consolidated
statements of operations, stockholders’ equitycash flows for the year then ended. Our audit msloded the financial statement schedule
listed in the index at Item 14 (a). These finanstatements and schedule are the responsibilityeoCompany’s management. Our
responsibility is to express an opinion on thesarftial statements and schedule based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabcut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of Oracle
Corporation as of May 31, 2002, and its resultspdrations and its cash flows for the year therednith conformity with accounting
principles generally accepted in the United Staiéso, in our opinion, the related financial statrhschedule, when considered in relation to
the basic financial statements taken as a whodsgptts fairly in all material respects, the infatioraset forth therein.

/sl ERNST & YOUNG LLI

Walnut Creek, California
June 18, 2002
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This is a copy of the audit report previously issug by Arthur Andersen LLP in connection with Oracle Corporation’s filing on Form
10-K for the year ended May 31, 2001. This audit mort has not been reissued by Arthur Andersen LLP i connection with this filing
on Form 10-K. See Exhibit 23.2 for further discus&in. The consolidated balance sheet as of May 31,020 the consolidated statements
of operations, stockholders’ equity and cash flowgr the year ended May 31, 1999 and the informatioin the schedule for 1999
referred to in this report have not been includedn the accompanying financial statements or schedule

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Oracle Corporation:

We have audited the accompanying consolidated balsimeets of Oracle Corporation, a Delaware cotiporaand subsidiaries as of May 31,
2001 and 2000, and the related consolidated statsmé&operations, stockholders’ equity and cagWwdlfor each of the three years in the
period ended May 31, 2001. 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 audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable asserabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements referealove present fairly, in all material respedts, financial position of Oracle Corporation i
subsidiaries as of May 31, 2001 and 2000, anddbelts of their operations and their cash flowssaeh of the three years in the period er
May 31, 2001, in conformity with accounting prinkeip generally accepted in the United States.

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 WithSecurities and Exchange Commission’s ruledsandt a part of the basic financial
statements. This schedule has been subjected &uthing procedures applied in our audits of tasibfinancial statements and, in our
opinion, fairly states in all material respects tinancial data required to be set forth thereineiiation to the basic financial statements taken
as a whole.

ARTHUR ANDERSEN LLF

San Jose, California
June 18, 2001
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ORACLE CORPORATION
CONSOLIDATED BALANCE SHEETS
As of May 31, 2002 and 2001

May 31,
(in millions, except per share data) 2002 2001
ASSETS
Current asset:
Cash and cash equivalel $ 3,09t $ 4,44¢
Shor-term investment 2,74¢ 1,43¢
Trade receivables, net of allowances of $413 ir22&td $403 in 200 2,03¢ 2,432
Other receivable 29: 282
Deferred tax asse 452 273
Prepaid expenses and other current a: 10€ 89
Total current asse 8,72¢ 8,96:
Long-term investment 40¢€ —
Property, ne 987 97t
Deferred tax asse 232 37¢
Intangible and other asse 44¢€ 71€
Total asset $10,80( $11,03(
| |
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Notes payable and current maturities of -term debi $ — $ 3
Accounts payabl 22¢ 27C
Income taxes payab 1,091 767
Accrued compensation and related bent 45¢ 73t
Customer advances and unearned reve 1,27¢ 1,21¢
Value added tax and sales tax pay: 15t 16E
Other accrued liabilitie 752 762
Total current liabilities 3,96( 3,91
Long-term debr 29¢ 301
Deferred tax liabilities 204 32¢
Other lon¢-term liabilities 221 207
Commitments and contingenci
Stockholder' equity:
Preferred stock, $0.01 par va—authorized, 1.5 shares; outstanding: n — —
Common stock, $0.01 par value and additional paichpital—authorized, 11,000 shares; outstandit 15
shares in 2002 and 5,592 shares in Z 5,02¢ 4,821
Retained earning 1,21( 1,61(
Accumulated other comprehensive | (122 (154)
Total stockholder equity 6,117 6,277
Total liabilities and stockholde’ equity $10,80( $11,03(
] ]

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended May 31, 2002, 2001 and 2000
Year Ended May 31,

(in millions, except per share data) 2002 2001 2000
Revenues
Licenses and oth $3,51: $ 4,707 $ 4,447
Services 6,16( 6,25¢ 5,78¢
Total revenue 9,67: 10,96: 10,23:
Operating expense
Sales and marketir 2,20¢ 2,691 2,61¢
Cost of service 2,40¢ 2,897 3,04¢
Research and developmt 1,07¢ 1,13¢ 1,01C
General and administratiy 411 457 481
Total operating expens 6,102 7,18¢ 7,151
Operating incom: 3,571 3,771 3,08(
Net investment gains (losses) related to equityriges (244) ()] 6,937
Other income, ne
Interest incom: 16¢€ 28¢ 142
Interest expens (20 (24) (19
Other (65) (54) a7
Total other income, ne¢ 81 211 10€
Income before provision for income tay 3,40¢ 3,971 10,12
Provision for income taxe 1,184 1,41C 3,82¢
Net income $2,22¢ $ 2,561 $ 6,297
[ | | |

Earnings per shan

Basic $ 0.4C $ 0.4¢ $ 1.11

Diluted $ 0.3¢ $ 0.44 $ 1.0t
Weighted average common shares outstani

Basic 5,51¢ 5,597 5,67¢

Diluted 5,68¢ 5,86t 5,99¢

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
For the Years Ended May 31, 2002, 2001 and 2000

Common Stock and

Additional
Paid in Capital Accumulated
Other

Comprehensive Number of Retained Comprehensive
(in millions) Income Shares Amount Earnings Income/(Loss) Total
Balances, May 31, 19¢ $ — 5,72t $1,47¢ $ 2,267 $ (48)  $3,69¢
Common stock issued under stock option p — 101 29¢ — — 29¢
Common stock issued under stock purchase — 26 18¢€ — — 18¢€
Exercise of warrant — 54 45¢ — — 45¢
Repurchase of common sta — (297) (101 (5,206 — (5,307%)
Dividend for fractional shares resulting from stock
split — — 14 149 — —
Equity adjustments related to subsidiary equity
transaction: — — 28¢ — — 28¢
Tax benefits from stock plai — — 492 — — 49z
Foreign currency translation adjustme Q) — — — (1) (1
Unrealized gain on equity securities, net of tax of
$36 54 — — — 54 54
Net income 6,291 — — 6,291 — 6,291
Comprehensive incorr $ 6,35( — — — — —

I
Balances, May 31, 20( $ — 5,61t 3,11 3,34« 5 6,46
Common stock issued under stock option p — 10¢ 34¢ — — 34¢
Common stock issued under stock purchase — 10 187 — — 187
Repurchase of common sta — (142 (74) (4,267) — (4,34))
Dividend for fractional shares resulting from stock
split — — 28 (28) — —
Equity adjustments related to subsidiary equity
transaction: — — 70 — — 70
Tax benefits from stock plai — — 1,14¢ — — 1,14¢
Foreign currency translation adjustme (90) — — — (90) (90)
Unrealized loss on equity securities, net of tax of
$46 (69 — — — (69) (69)
Net income 2,561 — — 2,561 — 2,561
Comprehensive incorr $ 2,40z — — — — —

|
Balances, May 31, 20( $ — 5,592 4,821 1,61( (1549) 6,271
Common stock issued under stock option p — 29 12: — — 12z
Common stock issued under stock purchase — 20 20¢ — — 20¢
Repurchase of common sta — (210 (16¢) (2,629 — (2,792
Tax benefits from stock plai — — 44 — — 44
Foreign currency translation adjustme 9 — — — 9 9
Reversal of unrealized loss on equity securities
of tax of $15 23 — — — 23 23
Net income 2,22¢ — — 2,22¢ — 2,22¢
Comprehensive incorr $ 2,25¢ — — — — —

I
Balances, May 31, 20( 5,431 $5,02¢ $ 1,21( $ (122) $6,11%

] | I I I

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended May 31, 2002, 2001 and 2000

(in millions)

Year Ended May 31,

2002 2001 2000

Cash Flows From Operating Activitie
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation and amortizatic
Amortization of intangible asse
Provision for trade receivable allowanc

Net investment losses/(gains) related to equityiseées

Changes in assets and liabiliti
(Increase) decrease in trade receiva
(Increase) in prepaid expenses and other a
(Increase) decrease in deferred tax as

Increase (decrease) in accounts payable and ad@béiies

Increase (decrease) in deferred tax liabili
Increase in customer advances and unearned rev
Increase in other loi-term liabilities

Net cash provided by operating activit

Cash Flows From Investing Activitie
Purchases of investmer
Proceeds from maturities of investme
Capital expenditure
Proceeds from sales of marketable secur
Increase in other asst

Net cash provided by (used for) investing actigi

Cash Flows From Financing Activitie
Payments for repurchase of common st
Proceeds from issuance of common si
Proceeds from subsidiary stock offeri
Payments under notes payable and -term debr

Net cash used for financing activiti
Effect of exchange rate changes on cash and casvasnts

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of

Supplemental schedule of cash flow d:
Cash paid for income tax
Cash paid for intere:
Property and equipment acquired under capital |

See notes to consolidated financial statements.
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$ 2,224 $ 2,561 $ 6,291

314 27E 314
49 71 77
19t 25€ 13t
244 17 (6,937)
23C (199) (421)
(202) (68) (28)
144 (56) 87
(356) 64 112
34¢ (86¢) 3,05¢
38 105 122

14 22 10€
3,24¢ 2,17¢ 2,92z
(6,089 (1,589 (886)
4,374 58¢ 1,47¢
(279) (319 (269)
10 137 7,047
(157) (83) (475

(2,139 (1,259 6,89:

2,799  (4,34) (5309

33z 53t 94z
— — 187
®) — ©)

(2,465 (3,806 (4,189

6 (98) 10

(1,359 (2,980 5,64¢
4,44¢ 7,42¢ 1,78¢

$ 3,09t $ 4,44¢ $ 7,42¢

$ 1,00C $ 2,40( $ 97¢
$ 20 $ 24 $ 19
$ — $ 1 $ —
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
May 31, 2002

1. ORGANIZATION AND CRITICAL ACCOUNTING POLICIES
Organization

We develop, manufacture, market and distribute agergsoftware that helps organizations manage emd their businesses. Our software
products can be categorized into two broad aresiabdse technology software and applications sodtvizatabase technology software is
used for developing and deploying applicationstanitternet and on corporate intranets and inclddésbase management software,
application server software and development tdgiplications software automates the performandeusfness processes and provides
business intelligence for marketing, sales, ord@nagement, procurement, supply chain, manufactusenyice, human resources, and
projects. We also offer a range of consulting, etioa, support and outsourcing services.

Basis of Financial Statemer

The consolidated financial statements include eapants and the accounts of our wholly owned anjdrityowned subsidiaries.
Intercompany transactions and balances have besimaled. Certain prior year balances have bedassified to conform to the current year
presentation.

Use of Estimates

Our consolidated financial statements are preparadcordance with accounting principles generatlgepted in the United States (“GAAP”
These accounting principles require us to makeredstimates, judgments and assumptions. We ledii@t the estimates, judgments and
assumptions upon which we rely are reasonable hgsauinformation available to us at the time thase estimates, judgments and
assumptions are made. These estimates, judgmeahtsanmptions can affect the reported amountsset@and liabilities as of the date of
financial statements as well as the reported ansaafitevenues and expenses during the periodsreesd o the extent there are material
differences between these estimates and actuddsiesur financial statements would have been #&#fikdn many cases, the accounting
treatment of a particular transaction is specifjcdictated by GAAP and does not require manageragatigment in its application. There |
also areas in which management’s judgment in setpany available alternative would not produceadarially different result.

Revenue Recognitic

We derive revenues from two primary sources: (fiwsoe license revenues and (2) services revemugsh include support, consulting,
education and outsourcing revenues. While the assoftware license revenue recognition is sulisty governed by the provisions of
Statement of Position No. 97-Foftware Revenue Recognitiongsued by the American Institute of Certified Palfliccountants (“SOP 97-
2"), we exercise judgment and use estimates in conmegiib the determination of the amount of softwigtense and services revenues ti
recognized in each accounting period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize
revenue when: (1) we enter into a legally bindinguagement with a customer for the license of safey(2) we deliver the products or
perform the services; (3) customer payment is dedired or determinable and free of contingenciesignificant uncertainties and (4)
collection is probable. Substantially all of owreinse revenues are recognized in this manner.

Many of our software arrangements include consylimplementation services sold separately undesuting engagement contracts.
Revenues from these arrangements are generallyrtecbfor separately from the license
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2002

revenue because the arrangements qualify as “sdragnsactions” as defined in SOP 97-2. The maifgiant factors considered in
determining whether the revenue should be accodoteskparately include the nature of services, @@nsideration of whether the services
are essential to the functionality of the licenpeaduct), degree of risk, availability of servidesm other vendors, timing of payments and
impact of milestones or acceptance criteria orrélaéizability of the software license fee.

If an arrangement does not qualify for separatewaaiing of the license and service transactiores) titense revenue is generally recognized
together with the consulting services based onraohaiccounting using either the percentage-of-detiogm or completed-contract method as
described below. Contract accounting is also agpbeany arrangements: (1) that include milestamazistomer specific acceptance criteria,
which may affect collection of the license feeg;here services include significant modificatiancastomization of the software; (3) where
significant consulting services are provided fottia contract without additional charges; (4) wheerslicense payment is tied to the
performance of consulting services or (5) whereéhaxe accepted responsibilities as a system intagidglivering hardware or other third
party products with our licenses and services.

For arrangements with multiple elements, we allcavenue to each element of a transaction basaditgpfair value as determined in
reliance on “vendor specific objective evidenceeéndor specific objective evidence of fair valuedtirelements of an arrangement is based
upon the normal pricing and discounting practicegtiose products and services when sold sepaatelyfor support services, is
additionally measured by the renewal rate. If wiencd objectively determine the fair value of anglelivered element included in bundled
software and service arrangements, we defer revemtileall elements are delivered, services havanhgerformed, or until fair value can
objectively be determined. When the fair value ti€ense element has not been established, wéhagesidual method to record license
revenue if the fair value of all undelivered eletser determinable. Under the residual methodfahiesalue of the undelivered elements is
deferred and the remaining portion of the arrangeife is allocated to the delivered elements anddognized as revenue.

Our license arrangements generally do not incledeatance provisions. However, if acceptance pimvisexist as part of public policy, for
example, in agreements with government entitieswvadteeptance periods are required by law, or wigh@viously executed terms and
conditions that are referenced in the current agess, we then apply judgment in assessing thefsignce of the provision. If we determine
that the likelihood of non-acceptance in thesergeanents is remote, we then recognize revenuealhogthe criteria described above have
been met. If such a determination cannot be magenue is recognized upon the earlier of receiptrifen customer acceptance or
expiration of the acceptance period.

We also evaluate arrangements with governmentaiesntontaining “fiscal funding” provisions, whesech provisions are required by law,
to determine the probability of possible cancetlatiWe consider multiple factors, including thettig with the customer in similar
transactions, the “essential use” of the licensekthe planning, budgeting and approval processdsrtaken by the governmental entity. If
we determine that the likelihood of non-acceptandéese arrangements is remote, we then recogenamue once all of the criteria
described above have been met. If such a deterignnednnot be made, revenue is recognized upoeahier of cash receipt or approval of
the applicable funding provision by the governmkaettity.

We assess whether fees are fixed or determinalhe ditme of sale and recognize revenue if all otBeenue recognition requirements are
met. Our standard payment terms are net 30; howtrens may vary based on the country in whichaiii@ement is executed. Payments that
extend beyond 30 days from the contract date fatate due within twelve months are generally dektode fixed or determinable based on
our successful collection history on such arrangegmend thereby satisfy the required criteriarémenue recognition.
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2002

While most of our arrangements include paymentsesfriess than one year, we have a standard peasftigroviding long-term financing
outside of one year to credit worthy customersugtoour financing division. Since fiscal 1989, when financing division was formed, we
have established a history of collection, withocath@essions, on these receivables with payment tdratgenerally extend up to five years
from the contract date. Provided all other revermo@gnition criteria have been met, we recognizenise revenue for these arrangements
upon delivery, net of any payment discounts fromarficing transactions. In fiscal 2002, 2001 and 2@p@roximately 13%, 16% and 17% of
our license transactions were financed throughfioancing division. We have generally sold thesseneables on a norecourse basis to thi
party financing institutions. We account for théesaf these receivables as “true sales” as defim&latement of Financial Accounting
Standards No. 140Accounting for Transfers and Servicing of Finandessets and Extinguishments of Liabilities.”

Revenue for consulting services is generally rezaghas the services are performed. If there igrafeant uncertainty about the project
completion or receipt of payment for the consultsegvices, revenue is deferred until the uncegamsufficiently resolved.

We estimate the percentage of completion on caistraith fixed or “not to exceed” fees on a monthggis utilizing hours incurred to date as
a percentage of total estimated hours to comphet@itoject. We recognize no more than 90% of tHestune or total contract amount until
final acceptance is obtained. If we do not havefficient basis to measure progress towards conopletevenue is recognized when we
receive final acceptance from the customer. Whtal tost estimates exceed revenues, we accrukd@stimated losses immediately based
upon an average fully burdened daily rate appleablthe consulting organization delivering thevies.

The complexity of the estimation process and isselesed to the assumptions, risks and uncertaimteerent with the application of the
percentage of completion method of accounting atfez amounts of revenues and related expensesgeadpn our consolidated financial
statements. A number of internal and external faatan affect our estimates, including labor ratéi§zation and efficiency variances and
specification and testing requirement changes.

Allowances for Doubtful Accounts and Sales Ret

We make judgments as to our ability to collect tntding receivables and provide allowances foptrion of receivables when collection
becomes doubtful. Provisions are made based ugpedfic review of all significant outstanding inwes. For those invoices not specifically
reviewed, provisions are provided at differing sateased upon the age of the receivable. In daterghthese percentages, we analyze our
historical collection experience and current ecoicdnends. If the historical data we use to caltautae allowance provided for doubtful
accounts does not reflect the future ability tdexiloutstanding receivables, additional provisiftovsdoubtful accounts may be needed ani
future results of operations could be materialfgeted.

We also record a provision for estimated salegmstand allowances on product and service relaties n the same period as the related
revenues are recorded. These estimates are baséstancal sales returns, analysis of credit metat@m and other known factors. If the
historical data we use to calculate these estintia®t properly reflect future returns, then ang®in the allowances would be made in the
period in which such a determination is made amdmaes in that period could be adversely affected.

Legal Contingencie

We are currently involved in various claims andalggroceedings. Periodically, we review the statusach significant matter and assess our
potential financial exposure. If the potential Iéigsm any claim or legal
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2002

proceeding is considered probable and the amounbeastimated, we accrue a liability for the eated loss. Because of uncertainties
related to these matters, accruals are based artlyeobest information available at the time. Aditional information becomes available, we
reassess the potential liability related to ourdden claims and litigation and may revise our eatis. Such revisions in the estimates of the
potential liabilities could have a material impaatour results of operations and financial posit®ee Note 15 for a description of our
material legal proceedings.

Accounting for Income Tax

Significant judgment is required in determining eworldwide income tax expense provision. In themaidy course of a global business, there
are many transactions and calculations where tieatk tax outcome is uncertain. Some of thesertaioéies arise as a consequence of
revenue sharing and cost reimbursement arrangeraeasg related entities, the process of identifyiags of revenue and expense that
qualify for preferential tax treatment and segregedf foreign and domestic income and expenseoidedouble taxation. Although we
believe that our estimates are reasonable, noasseican be given that the final tax outcome ofehmatters will not be different than that
which is reflected in our historical income tax yigons and accruals. Such differences could hawvatarial effect on our income tax
provision and net income in the period in whichtsdetermination is made. See Note 15 for a desanijgtf our Petition with the United
States Tax Court.

We record a valuation allowance to reduce our defietax assets to the amount of future tax betieditis more likely than not to be realized.
While we have considered future taxable incomeamgbing prudent and feasible tax planning strateigi@ssessing the need for the
valuation allowance, there is no assurance thatahetion allowance would not need to be increasamver additional deferred tax assets
that may not be realizable. Any increase in vatuatllowance could have a material adverse impaciuo income tax provision and net
income in the period in which such determinatiomede.

Other Accounting Policies

Concentration of Credit Risk: Financial instruments that are potentially sabjo concentrations of credit risk consist priiyaof
investments and trade receivables. Investmentipslitave been implemented that limit investmentsuwestment grade securities. The risk
with respect to trade receivables is mitigated teglit evaluations we perform on our customers gnthé diversification of our customer
base.

Impairment of Lon-Lived Assets: We review long-lived assets and identifiablenyible assets for impairment whenever eventhanges
in circumstances indicate that the carrying amaofithese assets may not be recoverable. We asssssdssets for impairment based on
estimated undiscounted future cash flows from tlssets. If the carrying value of the assets excimdestimated future undiscounted cash
flows, a loss is recorded for the excess of thetassarrying value over the fair value. We did retognize any impairment loss in fiscal
2002, 2001 or 2000.

Advertising:  All advertising costs are expensed as incurkeldertising expenses were $133.2 million, $133illion and $97.7 million in
fiscal 2002, 2001 and 2000, respectively.

Research and Developme All research and development costs are expemsé@twturred. Costs eligible for capitalization en8FAS No.
86 were not material to our consolidated finanstatements.
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2. NEW ACCOUNTING PRONOUNCEMENTS
Goodwill and Intangible Assets

In July 2001, the Financial Accounting Standardar@lassued SFAS No. 14Business Combinations,and SFAS No. 142Goodwill and
Other Intangible AssetsSFAS No. 141 provides new guidance on the accogifidina business combination as of the date a bssin
combination is completed. Specifically, it requitese of the purchase method of accounting forwdlness combinations initiated after June
30, 2001, thereby eliminating use of the poolingrdérests method. SFAS No. 142 establishes nedagae on how to account for goodwill
and intangible assets after a business combinatioompleted. Among other things, it requires ti@tdwill and certain other intangible
assets will no longer be amortized and will instbadested for impairment at least annually andtevwidown only when impaired. We
adopted this statement beginning June 1, 2002¢ffaet of adopting SFAS No. 142 will not have a eni impact on our financial position,
results of operations or cash flows. As of May 102, the unamortized balance of acquired intapgibkets was approximately $50.8
million, which is recorded in Intangible and otlasisets in the accompanying consolidated balan&tsshiéhis amount represents acquired
technology and other identifiable intangibles, whidill continue to be amortized upon adoption oASHNo. 142.

Impairment of Lon-Lived Assets

In October 2001, the FASB issued SFAS No. IAécounting for the Impairment or Disposal of Lohgred Assets.This statement
supersedes SFAS No. 1Z2Accounting for the Impairment of Long-Lived Assaitsl for Long-Lived Assets to Be Disposed afthough
retaining many of the fundamental recognition arehsurement provisions of SFAS 121, the new rufggfgiantly change the criteria that
would have to be met to classify an asset as lwglddle. The statement also supersedes certairsjmos of Accounting Principles Board
Opinion No. 30,'Reporting the Results of Operations—ReportingHEffects of Disposal of a Segment of a BusinessEatrdordinary,
Unusual and Infrequently Occurring Events and Teat®ns,” and will require expected future operating lossemfdiscontinued operations
to be displayed in discontinued operations in théga or periods in which the losses are incureglar than as of the measurement date, as
presently required. We adopted this new statemeduoe 1, 2002, and do not believe the effect optidg this statement will have a mate
impact on our financial position, results of opemas, or cash flows.

Reimbursable Orof-Pocket Expenses

On March 1, 2002, we adopted the consensus of Engelgsues Task Force Issue No. 01-1dcome Statement Characterization of
Reimbursements Received ‘Out-of-Pocket’ Expenses IncurredEITF 01-14 requires that reimbursements receiveduiv-of-pocket
expenses be reflected as revenues and to reclasiifyperiod financial statements to conform te thurrent period presentation. Prior to the
adoption of EITF 01-14, reimbursable out-of-pookgbenses were reflected as a reduction to “CoSeofices.” Reimbursable out-of-pocket
expenses reclassified as service revenues fot #6€d and 2000 were $101.0 million and $101.2iamill respectively.

3. CASH, CASH EQUIVALENTS AND INVESTMENTS IN DEB T AND EQUITY SECURITIES

Our investment portfolio consists of cash, cashwedents and investments in debt and equity seeariCash and cash equivalents consist
primarily of highly liquid investments in time degits of major banks, commercial paper, United Stgtevernment agency discount notes,
money market mutual funds and other money marlairgees with original maturities of 90 days ordeShort-term investments primarily
consist of commercial paper, corporate notes arittbStates government agency notes with origirslnities of greater than 91 days but
less than one year.
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Our investment portfolio is subject to market rikle to changes in interest rates. We place oustmants with high credit quality issuers
and, by policy, limit the amount of credit expostmeany one issuer. As stated in our investmeritypolve are averse to principal loss and
seek to preserve our invested funds by limitingad&frisk, market risk and reinvestment risk.

Cash and Cash Equivalents

The table below presents the amortized principalwart) related weighted average interest rates atdrities for our cash and cash
equivalents. The amortized principal amount appnaes fair value at May 31, 2002 and 2001.

May 31, 2002 May 31, 2001
Amortized Weighted Amortized Weighted
Principal Average Principal Average
(Dollars in millions) Amount Interest Rate Amount Interest Rate
Cash and cash equivalel $ 3,09t 14%  $ 4,44¢ 3.56%

The table above includes the United States dotjaivalent of cash and cash equivalents denominatimeign currencies as shown below.
See Note 4 for a discussion of how we hedge netas$ certain international subsidiaries from if@necurrency exposure.

Amortized Principal Amortized Principal
Amount at May 31, Amount at May 31,

(Dollars in millions) 2002 2001
Japanese Ye $ 64 % 68¢
Euro 34¢€ 21E
UK Pound 132 11C
Chinese Renmint 95 71
Canadian Dolla 83 52
Other currencie 468 40t
Total foreign cash and cash equivale $ 1,76¢ % 1,542
| |
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Investments in Debt Securiti

In accordance with SFAS No. 11Accounting for Certain Investments in Debt and Eyg$ecurities,”and based on our intentions regarding
these instruments, we classify all marketable debtirities and long-term debt investments as leeldsturity and account for these
investments at amortized cost. The table belowgmtsshe amortized principal amount, related weidlaiverage interest rates, maturities and
major security type for our investments in debusigies. The amortized principal amount approxirsdsdr value at May 31, 2002 and 2001.

May 31, 2002 May 31, 2001
Weighted Weighted
Amortized Average Amortized Average
Principal Interest Principal Interest
(Dollars in millions) Amount Rate Amount Rate
Shor-term investments (91 de-1 year) $  2,74¢ 24%% $ 1,43¢ 4.74%
Long-term investments -2 years 40€ 3.11% — —
Total investments in debt securit $ 3,152 25% $ 1,43t 4.7%
| |
Debt securities issued by United States governrhentiies $ 73¢ $ 203
Corporate and other debt securif 2,41¢ 1,23t
Total investments in debt securit $ 3,152 $ 1,43¢
| |

Investments in Equity Securiti

In accordance with SFAS No. 115 and based on d¢entions regarding these instruments, we clasflifyarketable equity securities as
available-forsale. Marketable equity securities are includelthiangible and other assets in the accompanyingatolated balance sheets
all unrealized holding gains (losses) are reflettestockholders’ equity. If we determine that amdstment has an other than temporary
decline in fair value, generally defined as whenaast basis exceeds the fair value for approximaig months, we recognize the investrr
loss in Other income, net. We periodically evaluaieinvestments to determine if impairment chai@eswarranted.

The following table shows the net carrying valu@of equity securities reflected in Intangible atlder assets in the consolidated balance
sheets as of May 31, 2002 and 2001 and unrealzied ¢losses) reflected in stockholders’ equityafatx for fiscal 2002 and 2001:

Unrealized Gains
(Losses) In
Stockholders’ Equity

(Dollars in millions) Fair Value Basis

May 31, 200z

Liberate Technologie $ 138 $ 27
Other equity securitie 86 4
Total equity securitie $ 221 % 23
I I

May 31, 200’
Liberate Technologie $ 28z % (27
Other equity securitie 13z (42
Total equity securitie $ 415 $ (69)
I I

In fiscal 2002, we recognized a loss on equity g8es in the amount of $243.5 million, which icinded in Other income, net. Included in
the loss on equity securities was a $173.5 milliopairment charge relating to an
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other than temporary decline in the fair value wf mvestment in Liberate Technologies. We previpuscognized unrealized gains and
losses on our investment in Liberate as a comparfestjuity.

4. DERIVATIVE FINANCIAL INSTRUMENTS

In June 1998, the FASB issued SFAS No. 138counting for Derivative Instruments and HedgiAgtivities.” SFAS No. 133, as amended,
establishes accounting and reporting standardsriegjthat every derivative instrument be recordethe balance sheet as either an asset or
liability measured at its fair value. SFAS No. 1880 requires that changes in the derivative’svalue be recognized currently in earnings
unless specific hedge accounting criteria are métthat a company must formally document, desigaateassess the effectiveness of
transactions that receive hedge accounting. Wetad@FAS No. 133, as amended, as of June 1, 200 had no material transition
adjustment upon adoption of SFAS 133. Our derieatiare comprised of equity hedges, foreign currerchange contracts and interest rate
swaps.

Equity Hedge:

We hedge the net assets of certain internatioreidiaries (“net investment hedges”) using forwimmign currency exchange contracts to
offset the translation and economic exposuresaelet our investments in these subsidiaries. loraence with SFAS 133, as amended, we
measure the ineffectiveness of net investment teedgeising the changes in spot exchange ratessani¢thod reflects our risk management
strategies, the economics of those strategiesrifimancial statements and better manages inteaitstifferentials between different
countries. Under this method, the change in fdineraf the forward contract attributable to therudes in spot exchange rates (the “effective
portion”) is reported in the stockholders’ equigcton to offset the translation results on theimegstments. Net gains (losses) on equity
hedges reported in stockholders’ equity were $6l8om, $5.7 million and ($2.0) million in fiscal@2, 2001 and 2000, respectively. The
remaining change in fair value of the forward caotr(the “ineffective portion”) is recognized inf@t income, net in the accompanying
consolidated statements of operations. The net@agquity hedges reported in Other income, net®%a& million in fiscal 2002. Prior to the
adoption of SFAS 133, as amended, we recordecaibdlosses) related to the equity hedges as paoamt of accumulated other
comprehensive income (loss) in stockholders’ equity

The table below summarizes the equity hedge castrae entered into as of May 31, 2002 and 2001.JHpanese Yen equity hedge
minimizes currency risk arising from net assets lelyen as a result of equity capital raised dyitime initial public offering and secondary
offering of Oracle Japan (See Note 8). The Eurateduedge minimizes currency risk from net asselsl in Euros in Euro functional
subsidiaries. The fair value of our equity hedges wot material to our consolidated financial stegits. The equity hedges are for the
exchange of United States Dollars into JapaneseavidrEuros.

May 31, 2002 May 31, 2001
Notional Notional
Notional Weighted Average Notional Weighted Average

(Dollars in millions) Amount Exchange Rate Amount Exchange Rate
Functional Currency
Japanese Ye $ 587 123.7 % 14 118.2(
Euro 30C 0.9: 17 1.4¢

Total $ 887 $ 31

— —
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Foreign Currency Exchange Contrar

We transact business in various foreign currengiegeneral, the functional currency of a foreigretion is the local country’s currency.
Consequently, assets and liabilities of operatmirtside the United States are translated into dr8tates dollars using year-end exchange
rates. Revenues and expenses are translatedestcti@nge rates in effect at the end of each manihglthe year. The effects of foreign
currency translation adjustments are includedanldtolders’ equity as a component of “Accumulatdteocomprehensive loss” in the
accompanying consolidated balance sheets.

The Board of Directors has approved a programghatarily utilizes foreign currency forward exchangontracts (“forward contracts”) to
offset the effects of certain foreign currency saction exposures. Under this program, increasde@eases in our foreign currency
transactions are offset by gains and losses ofothward contracts, so as to mitigate the possjbditforeign currency transaction gains and
losses. These foreign currency transactions tylgiaaise from intercompany sub license fees anératitercompany transactions. Our
forward contracts generally have terms of 90 dayess. We do not use forward contracts for tragingoses. We have not designated the
forward contracts as cash flow or fair value hedgeter SFAS 133, as amended. All outstanding fatwantracts are marked to market at
the end of the period with unrealized gains anddesncluded in Other income, net in the accompangonsolidated statements of
operations. Our ultimate realized gain or loss wétspect to currency fluctuations will depend om ¢hrrency exchange rates and other fa
in effect as the contracts mature. Net foreign erge transaction gains (losses) included in Otimme, net in the accompanying
consolidated statements of operations were ($2fipmi($10) million and $9 million in fiscal 2002001 and 2000, respectively. The fair
value of the foreign currency exchange contactsneasnaterial to our consolidated financial statetae
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The table below presents the notional amountsof@ract exchange rates) and the weighted averageactual foreign currency exchange
rates for the outstanding forward contracts as ay 191, 2002. Notional weighted average exchangs e quoted using market conventi
where the currency is expressed in currency ueitdJmited States dollar, except for Australia, €diKingdom and the Euro countries where
the currency is expressed in dollars per curremdly The forward contracts mature in ninety day$ess as of May 31, 2002. As of May 31,
2002, the notional contract amount and the weighteatage exchange rates were as follows:

Exchange
Exchange Foreign Currency for United States Dollars
United States Dollars for Foreign Currency Notional Weighted Average
(Dollars in millions) (Notional Amount) (Notional Amount) Exchange Rate
Functional Currency
Australian Dollat $ 4 3 17 0.5¢
Brazilian Rea 10 — 2.5¢
Canadian Dolla 17 — 1.54
Chilean Pesi 3 — 655.8(
Chinese Renmint 43 — 8.2¢
Colombian Pes 1 — 2330.0(
Euro 19 — 0.9:
Indian Rupes — 14 49.22
Israeli Sheke 26 — 4.9t
Japanese Ye — 3 124.1:
Korean Wor 8 1 1238.5(
Mexican Pest 3 — 9.6t
Peruvian New Sc 3 — 3.4¢
Philippine Pest 13 — 50.2¢
Polish Zloty 1 14 4.0¢€
Saudi Arabian Riya 15 — 3.7
Singapore Dolla 1 13 1.7¢
Slovakian Korun: — 2 47.01
South African Rant 17 — 9.8¢
Swedish Kron: 3 — 9.84
Swiss Frant 3 11 1.57
Thai Baht 1 — 4252
Taiwan Dollar — 3 34.1:2
UK Pound — 37 1.4¢€
Total $ 191 % 11&
| .|
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Interest Rate Sway

During fiscal 1997, we issued $150.0 million in 87 senior notes due in 2004 and $150.0 million.81%6 senior notes due in 2007. In
February 2002, we entered into two interest-rat@psagreements that have the economic effect offgringithe interest obligations
associated with these senior notes so that theesttpayable on the senior notes effectively besomaeiable based on the three month LIE
set on the first day of each quarter. The intenast swaps have been designated as fair value siadgehave no ineffective portion. The
notional amount and the termination dates matclptimeipal amounts and maturities of the outstagdi@nior notes. As a result of the two
interest rate swaps, the effective interest ratethe senior notes were reduced to 5.27% and 3.88pectively. The fair value of the interest
rate swaps was $1.8 million at May 31, 2002. At May 2002, the notional contract amount and inteedss for the interest rate swaps were
as follows:

Fixed Interest Fixed Rate Effective Interest
Notional Rate on Senior Received on Variable Rate Rate on
(Dollars in millions) Amount Notes Swap Paid on Swap Senior Notes
Matures February 20C $ 15C 6.72% (3.35% 1.9(% 5.21%
Matures February 20C $ 15C 6.91% (4.89)% 1.9% 3.99%

5. PROPERTY

Property is stated at cost. Capital leases arededat the present value of the future minimursdgaayments at the date of purchase.
Depreciation is computed using the straight-linehroe based on estimated useful lives of the asskish range from two to forty years.
Capital leases and leasehold improvements are aeaidver the lesser of estimated useful livegasé¢ terms, as appropriate. Long-lived
assets are periodically reviewed for impairment mewer events or changes in circumstances indibatdtie carrying amount of an asset r
not be recoverable. Property consisted of the \fioiig:

As of May 31,

(Dollars in millions) 2002 2001
Computer equipmet $ 1,01¢ $ 1,111
Buildings and improvemen 84¢ 753
Furniture and fixture 33z 32z
Land 12€ 107
Automobiles 11 11
Total 2,33 2,304
Accumulated depreciation and amortizat (1,350 (1,329
Property, ne $ 987 $ 97t
I I

6. NOTES PAYABLE AND DEBT

At May 31, 2002 and 2001, we had unsecured shortd®rrowings from banks which were payable on deiria the amounts of $0.5
million and $2.3 million, respectively. Current ragties of capital lease obligations were $0 and$illion at May 31, 2002 and 2001,
respectively.

During fiscal 1997, we issued $150.0 million in 87 senior notes due in 2004 and $150.0 million.81%6 senior notes due in 2007. The
senior notes require interest only payments urdidurity. The senior notes are unsecured generajaitidns that rank on parity with all of our
other unsecured and unsubordinated
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indebtedness that may be outstanding. As discuedédte 4, in February 2002, we entered into twieri@st-rate swap agreements that have
the economic effect of modifying the interest obtigns associated with these senior notes sohbanterest payable on the senior notes
effectively becomes variable.

Long-term debt consisted of the following:

As of May 31,

(Dollars in millions) 2002 2001
Senior note! 29¢ 30C
Capital lease obligatior — 2
Total 29¢ 302
Current maturitie: — Q)
Long-term debi 29¢ 301
| I

7. COMMITMENTS

In February 1998, we entered into a forward comtiasell 36.0 million shares of our common stotk442 per share plus accretion, subject
to adjustments over time. The forward contractdhatated maturity of February 13, 2003. Under thdract, we have the right to issue
registered or unregistered shares for settlemethteofontract or for net share settlement. Theniatedilutive effect of this forward contract

is currently reflected in our earnings per shateutation. To eliminate such dilution from this ¢oact, we, at our sole discretion, may decide
to repurchase shares and then use those shaedfiédlse contract.

In September 2000, the EITF reached a consensissuwa No. 00-19'Accounting for Derivative Financial Instrumentsdaxed to and
Potentially Settled in, a Compée’s Own Stock."During the third quarter of fiscal 2001, the fordaontract mentioned in the previous
paragraph was modified to be in compliance withréguirements of EITF 00-19. The modifications allihne forward contract to be
accounted for as an equity instrument instead wighelassified as an asset or liability contracfuieing it to be marked to fair value through
earnings each period. The modifications includecaipion to permit us to settle in unregisteredrekand the removal of collateral
requirements.

In December 1996, we entered into a seven-yearemigsise facility with a banking institution thabpided for the construction or purchase
of up to $150.0 million of property and improvenetd be leased by us. In May 1998, the master aaagement was amended to increase
the facility by $32.0 million to a total of $182million. Rent is payable quarterly in arrears oagerm of seven years. Our obligations under
the lease facility are collateralized by a forweethtract described in the preceding paragraphslt86.0 million shares of our common stock
at $4.42 per share plus accretion, subject to adprgs over time. We may substitute other collatwrah as United States treasury securities
at anytime during the lease term. We also havepsinroto purchase the leased properties duringettm of the lease at approximately the
amount expended by the lessor to construct or pgrcBuch properties. In the event that we do rescese our purchase option, we have
agreed to guarantee that the properties will hasqgeaified residual value of 85% of their origieakt, resulting in a residual guarantee of
$142.5 million at May 31, 2002. Because the nesgmevalue of the minimum lease payments, incluthieg35% residual guarantee, was less
than 90% of the fair value of the lease properthatinception of the lease, these leases ardfidasas operating leases. As of May 31, 2002,
approximately $167.7 million of the master leasglity had been utilized. We currently intend taeesise our option to purchase the leased
properties upon maturity of the leases, which wdnddn December 2003, for approximately the sameuantn None of our officers or
employees have any financial interest in the |éasiéty.
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Additional facilities and certain furniture and @guent are leased under operating leases. As of3Mag002, future minimum annual
operating lease payments are as follows:

Year Ended

(Dollars in millions) May 31,
2003 $ 94
2004 76
2005 55
2006 37
2007 28
Thereatfte 12C

Total $ 41C

Rent expense was $256.6 million, $240.7 million $289.9 million for fiscal years 2002, 2001 and @0@spectively, net of sublease incc
of approximately $12.2 million, $11.4 million and.$ million, respectively. Certain lease agreemeatgain renewal options providing for
an extension of the lease term. Generally, thewahkease rates range between 85% and 100% oathmérket lease rates as determined at
the end of the initial lease period.

8. SUBSIDIARY STOCK TRANSACTIONS

We comply with the requirements of SEC Staff AcdinoBulletin No. 51,'Accounting for Sales of Stock by a Subsidiamyfiich requires
that the difference between the carrying amouthefparent’s investment in a subsidiary and theetlyishg net book value of the subsidiary
after the issuance of stock by the subsidiary Beated as either a gain or loss in the statemeaperations or reflected as an equity
transaction. We have elected to record gains eelgesulting from the sale of a subsidiary’s stxkquity transactions.

Oracle Japan

In April 2000, Oracle Japan moved from the overtbanter market in Japan to the Tokyo Stock ExchaAg part of this move, Oracle
Japan issued and sold 0.3 million shares of itsnsomstock at approximately $772 per share in aipualffering. Separately, we sold 8.7
million shares in Oracle Japan, resulting in a gdifi6.5 billion and related taxes of $2.5 billigks a result of the issuance of new shares and
our sale of existing shares, our ownership intére€iracle Japan was reduced from 84.6% to 74.2%ra&blorded a credit to stockholders’
equity in the amount of $898.7 million net of deéef taxes of $498.8 million, reflecting the incre@s our share of the net assets of Oracle
Japan related to the stock offering.

Liberate Technologie

In July 1999, Liberate issued and sold 6.7 milktares of common stock at approximately $16 pareshaan initial public offering. In
connection with this offering, Liberate receivedltgroceeds of $98.0 million, net of issuance cok$9.2 million. Our ownership interest in
Liberate was reduced from 59.2% to 48.2% followtimg offering. As a result of the offering, we reded a credit to stockholders’ equity in
the amount of $31.5 million, net of deferred tag€$19.7 million, reflecting the increase in ouash of the net assets of Liberate related to
the stock offering. In addition, effective July1999, we began to account for our ownership inténelsiberate using the equity method of
accounting.

In February 2000, Liberate issued and sold 2.9anilshares of common stock at approximately $10&bpare in a secondary public offering.
As a result of the offering, we recorded a crealgtockholders’ equity in the
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amount of $73.6 million, net of deferred taxes 464 million, reflecting the increase in our shaf¢he net assets of Liberate related to the
stock offering. Separately, we sold 4.3 milliongwof Liberate, resulting in a gain in the amanfi$431.8 million and related taxes of
$166.3 million.

Additionally, during fiscal 2000, Liberate and anet subsidiary entered into a number of other gdtainsactions that resulted in an increase
in our share in their net assets. As a resultegattransactions, we recorded an additional dedibckholders’ equity, net of deferred taxes,
in the amount of $94.8 million.

In January 2001, we created an irrevocable trhst‘{tiberate Trust”) to hold all of our shares (théberate Sharespf Liberate. The truste:

of the Liberate Trust must vote the Liberate Shareke same proportion as all the other stockhrsldé Liberate (determined as of the last
business day prior to a Liberate Stockholders’ hegedr the earliest time thereafter that the votiesults are provided to the Trustee). We
control the timing of the sales of the Liberate t8Basubject to a standstill agreement with Lileeeatd the trustee of the Liberate Trust, and
receive the proceeds of any such sales. The Libdiaist terminates only after all shares have Ise&h The standstill agreement prohibits us
from acquiring any common shares or voting shafésberate or other securities or rights convegibl exchangeable for such shares and
limits our ability to sell the Liberate Shares () sales in compliance with the volume and mawmhsale limitations of Rule 144 under the
Securities Act; (2) sales pursuant to a firm commeitt, underwritten distribution to the public; &&les to a person who will own 10% or less
of the total voting power of Liberate after suckesar (4) sales pursuant to a tender or exchaffge to the Liberate stockholders that is not
opposed by Liberate’s Board of Directors. The ssilcdagreement terminates two years after the itgaition of the Liberate Trust or sooner if
Liberate is dissolved, liquidated or wound up, saibsally all Liberate’s assets are sold or ano#dity acquires Liberate by merger or
consolidation. Accordingly, effective February D02, we began to account for our ownership intérekiberate as available for sale
securities under SFAS No. 115. As of May 31, 2@22,ownership interest in Liberate was approxinyaddl%. See Note 3 regarding the
impairment charge recorded in fiscal 2002 relatedur investment in Liberate.

9. EARNINGS PER SHARE

Basic earnings per share is computed by dividingnueme for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmated by dividing net income by the weighted ageraumber of common shares plus the
dilutive effect of outstanding stock options, sksaisuable under the employee stock purchase pththa forward contract to sell 36.0
million shares of our common stock (see Note Mgighe treasury stock method. Approximately 158ilfan and 66.9 million outstanding
stock options were excluded from the calculatiodibfted earnings per share for fiscal 2002 andl2@8spectively, because they were anti-
dilutive. However, these options could be dilutineghe future.

The following table sets forth the computation asiz and diluted earnings per share:

Year Ended May 31,

(in millions, except per share data) 2002 2001 2000
Net income $ 2,22¢ % 2,561 $ 6,297
I I I
Weighted average common shares outstan 5,51¢ 5,597 5,67¢
Dilutive effect of employee stock plans and forwacoshtract 171 26¢ 317
Diluted weighted average common shares outstar 5,68¢ 5,86¢ 5,99¢
I I I
Basic earnings per she $ 04C  $ 0.4 % 1.11
Diluted earnings per sha $ 03¢ $ 044  $ 1.0t
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10. STOCK BASED COMPENSATION PLANS

We issue stock options to our employees and outhidetors and provide employees the right to pasehour stock pursuant to an approved
employee stock purchase program. As permitted BySSRo. 123,"Accounting for Stock-Based Compensatiowé apply Accounting
Principles Board Opinion No. 25\ccounting for Stock Issued to Employeearid related interpretations in accounting for aupyee

stock option plans. We comply with the disclosur@sions of SFAS No. 123, which require pro formirmation regarding net income &
earnings per share. This information is requirebddaletermined as if we had accounted for our eyeglatock purchase plan and employee
stock options granted subsequent to May 31, 19¢9émthe fair value method of accounting as defimge&FAS 123.

The Black-Scholes option valuation model was dgyetiofor use in estimating the fair value of tradptions that have no vesting restrictions
and are fully transferable. Option valuation modelguire the input of highly subjective assumptjansluding the expected stock price
volatility. Our options have characteristics siggahtly different from those of traded options, aidnges in the subjective input assumptions
can materially affect the fair value estimates. Tdievalue of options granted and employee purelan shares were estimated at the da
grant using a Black-Scholes pricing model with fiblllowing weighted average assumptions:

Year Ended May 31,

Employee and Director Stock Options 2002 2001 2000
Expected life from vest date (in yea 1.2€-2.51 0.21-0.7¢ 0.45-6.31
Risk-free interest rate 3.45-4. 4% 4.0¢-6.56% 5.28-6.72%
Volatility 57% 76% 67%
Dividend yield — — —
Weighted average fair valt $7.4¢ $18.8¢ $7.8¢

Year Ended May 31,

Employee Stock Purchase Plan 2002 2001 2000
Expected life from the vest date (in yee 0.t 0.t 0.t
Risk-free interest rate 3.45-3.9% 4.47-6.2% 5.26-6.72%
Volatility 57% 76% 67%
Dividend yield — — —
Weighted average fair valt $4.3: $14.4: $3.1(

For purposes of pro forma disclosures, the estidnf@ie value of the options is amortized over tlesting period, typically four years and the
estimated fair value of the stock purchases is tineal over the six-month purchase period. Had veeaated for stock options and the stock
purchase plan shares under SFAS No. 123, net ineoshearnings per share would have been redudbée following pro forma amounts:

Year Ended May 31,

(in millions, except per share data) 2002 2001 2000
Net income
As reportec $ 222¢  $ 2561 $ 6,291
Pro forma $ 1,762 % 1,97¢ % 5,87:
Earnings per shal
As reported basi $ 04C $ 0.4€ $ 1.11
As reported dilute $ 03¢ % 044 % 1.0t
Pro forma basi $ 032 % 038 % 1.0¢
Pro forma dilutec $ 031 % 034 % 0.9¢
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Stock Option Plans

In fiscal 1992, we adopted the 1991 Long-Term Bauntentive Plan (the “1991 Plan”), which providied the issuance of non-qualified
stock options and incentive stock options, as altock purchase rights, stock appreciation rightsonnection with options) and long-term
performance awards to our eligible employees, effiand directors. As noted below, the 1991 Plasireplaced with the 2000 Long-Term
Equity Incentive Plan (the “2000 Plan”). Under thems of the 1991 Plan, options to purchase 1,4hillon shares of common stock were
reserved for issuance, generally were grantedtdess than fair market value, became exercisabkstablished by the Board of Directors
(generally ratably over four years), and gener@dgired ten years from the date of grant. As of NMay2002, options to purchase

389.6 million shares of common stock were outstagddf which 254.9 million shares were vested. [gtams for shares were available for
future grant under this plan at May 31, 2002. Wrdit issue any stock purchase rights, stock agii@e rights or long-term performance
awards under this plan.

In fiscal 2001, we adopted the 2000 Plan, whiclvides for the issuance of non-qualified stock amtiand incentive stock options, as well as
stock purchase rights, stock appreciation rightslang-term performance awards to our eligible emygés, officers, independent consultants
and directors. Under the terms of the 2000 Platipep to purchase common stock generally are giaatteot less than fair market value,
become exercisable as established by the Boardreftors (generally ratably over four years), ardeyally expire ten years from the date of
grant. On October 16, 2000, the 1991 Plan wasertkfor future awards and 567.1 million shares vwenesferred to the 2000 Plan, which
replaced the 1991 Plan with respect to future asvdfaptions outstanding under the 1991 Plan areited, repurchased, or otherwise
terminate without the issuance of stock, the shanelerlying such options will also become availdblefuture awards under the 2000 Plan.
As of May 31, 2002, options to purchase 60.2 milldhares of common stock were outstanding, of wi6lmillion were vested.
Approximately 523.0 million shares of common stack available for future awards under the 2000.Plardate, we have not issued any
stock purchase rights, stock appreciation rightewg-term performance awards under this plan.

In fiscal 1993, the Board of Directors adopted 1883 Directors’ Stock Option Plan (the “1993 Dist Plan”), which provides for the
issuance of non-qualified stock options to outsiilectors. Under the terms of this plan, optionpuechase 20.3 million shares of common
stock were reserved for issuance, are grantedtd¢sothan fair market value, become exercisalde four years, and expire ten years from
the date of grant. Under the terms of the 1993dbars’ Plan, all grants of options to purchase ehaf our common stock are automatic and
nondiscretionary. Each individual who becomes aside director shall automatically be granted aggito purchase 80,000 shares. The 1993
Directors’ Plan also provides for subsequent stimion grants. On May 31 of each year, each outdidetor will be granted options to
purchase 40,000 shares of our common stock, prdvite on such date the outside director has semexir Board of Directors for at least
six months. In lieu of the annual grant of an aptio purchase 40,000 shares of common stock: ¢h) eatside director who has served as the
Chairman of both the Executive and the Financefardit Committee of our Board of Directors will beagted options to purchase 120,000
shares of common stock on May 31 of each yearf)utside director, who is the Chairman of the @dtee on Compensation and
Management Development of our Board of Directois who has served on such committee for at leasyeag will be granted options to
purchase 100,000 shares of common stock on May 8aah year and (3) each outside director who éasd as the Vice Chairman of the
Finance and Audit Committee of our Board of Direstwill be granted options to purchase 60,000 shafeommon stock on May 31 of et
year, provided that the outside director has selvedich capacity for at least six months. As ofyNda, 2002, options to purchase 4.1 mill
shares of common stock were outstanding under388 Directors’ Plan, of which 2.7 million were vedt Options for 10.7 million shares
were available for future grant under this plaivat 31, 2002.
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May 31, 2002
(in millions, except exercise price) Shares Under Option Weighted Average Exercise Prict
Balance, May 31, 199 48C $ 3.4F
Granted 257 $ 15.37
Exercisec (101) $ 2.9¢
Cancelec 44 $ 5.61
Balance, May 31, 200 59z $ 8.5t
Granted 13 $ 36.41
Exercisec (a0¢ $ 3.1¢
Cancelec 54 $ 9.6¢€
Balance, May 31, 200 44z $ 10.5¢
Granted 65 $ 15.8(C
Exercisec 29 3 4.2C
Cancelec 29 $ 18.21
Balance, May 31, 200 454 $ 11.31

As of May 31, 2002, we reserved 987.5 million skatcommon stock for the exercise of options. f@arge of exercise prices for options
outstanding at May 31, 2002 was $0.12 to $45.6@.rahge of exercise prices for options is due édfltictuating price of our stock over the
period of the grants.

The following table summarizes information abowic&toptions outstanding at May 31, 2002:

Weighted Weighted Average

Range of Options Outstanding Average Remaining Weighted Average Options Exercisable as Exercise Price of

Exercise Price as of May 31, 2002 Contractual Life Exercise Price of May 31, 2002 Exercisable Options

(Shares in millions)
$ 0.1—% 3.68 48 3.08 $ 232 45 $ 2.26
$ 3.6—%$ 3.94 54 452 $ 3.78 53 $ 3.78
$ 3.9% 4.19 54 6.08 $ 4.10 37 $ 4.10
$ 4.2—$ 6.22 33 5.24 $ 491 30 $ 4.83
$ 6.3—% 6.88 129 6.97 $ 6.87 60 $ 6.87
$ 7.2%$11.70 12 7.37 $10.22 6 $ 9.99
$12.0(—$15.86 57 8.94 $15.72 1 $14.57
$15.9(—$40.75 14 8.37 $26.61 4 $29.13
$40.8:—%$40.81 47 7.78 $40.81 21 $40.81
$40.9—%$45.60 6 7.72 $41.51 1 $41.53
$ 0.1—$45.60 454 6.43 $11.31 258 $ 8.12
—— ——

Stock Purchase Plan

We have an Employee Stock Purchase Plan (the “Bsechlan”). To date, 405.0 million shares of comstock have been reserved for
issuance under the Purchase Plan. Under the ParBas, employees may purchase shares of commahata price per share that is 85%
of the lesser of the fair market value as of thgito@ng or the end of the semi-annual option periddough May 31, 2002, 259.3 million
shares had been issued and 145.7 million sharesneserved for future issuances under the Purdhlase During fiscal 2002, 2001 and
2000, we issued 19.6 million, 9.8 million and 26illion shares, respectively, under the Purchaae.PI
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11. STOCKHOLDERS' EQUITY
Stock Repurchases

Prior to fiscal 2000, our Board of Directors appdwa program to repurchase up to 1,096 millioneshaf common stock to reduce the
dilutive effect of our stock option and purchasangl. In April 2001, the Board of Directors authedzn additional $3.0 billion for
repurchases. Pursuant to the stock repurchasegpnogrtotal of 1,286 million shares for approximhal 4.9 billion have been repurchaset
of May 31, 2002. In fiscal 2002, 2001 and 2000 puechased 210.1 million, 141.6 million and 290.Tiom shares of our common stock,
respectively. The amounts paid were approximat2Ilg $illion, $4.3 billion and $5.3 billion, in fist 2002, 2001 and 2000, respectively. At
May 31, 2002, $495 million was available to repasd stock pursuant to this program.

Shareholder Rights Plan

On December 3, 1990, the Board of Directors adoat8tiareholder Rights Plan. The Shareholder RRjats was amended and restated on
March 31, 1998 and subsequently amended on March9®®. Pursuant to the Shareholder Rights Plardistebuted Preferred Stock
Purchase Rights as a dividend at the rate of ogktRir each share of our common stock held byk$tolclers of record as of December 31,
1990. The Board of Directors also authorized thaasice of Rights for each share of common stocledsafter the record date, until the
occurrence of certain specified events. The Shédeh&ights Plan was adopted to provide protediiostockholders in the event of an
unsolicited attempt to acquire us. As a resulto€ls splits, each share of common stock now hascasged with it one-sixth of a Right.

The Rights are not exercisable until the earlie(Dbften days (or such later date as may be detedby the Board of Directors) following
announcement that a person or group has acquiregfiti@l ownership of 15% of our common stock ortéh days (or such later date as may
be determined by the Board of Directors) followthg announcement of a tender offer which wouldltéswa person or group obtaining
beneficial ownership of 15% or more of our outstagccommon stock, subject to certain exceptions éarlier of such dates being called the
“Distribution Date.”) The Rights are initially ex@sable for one-six thousand seven hundred fiftdta share of our Series A Junior
Participating Preferred Stock at a price of $125quee-six thousand seven hundred fiftieth of ashsubject to adjustment. However, if: (1)
after the Distribution Date we are acquired in@ertypes of transactions, or (2) any person ougr@vith limited exceptions) acquires
beneficial ownership of 15% of our common stoclertinolders of Rights (other than the 15% holdel)lvei entitled to receive upon exercise
of the Right, common stock (or in case we are cetepl acquired, common stock of the acquirer) hguamarket value of two times the
exercise price of the Right.

We are entitled to redeem the Rights, for $0.003&8Right, at the discretion of the Board of Digest until certain specified times. We may
also require the exchange of Rights, at a ratsmefamd ondralf shares of common stock, for each Right, uceetain circumstances. We a
have the ability to amend the Rights, subject ttage limitations.
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Accumulated Other Comprehensive Incc

The following table summarizes the components ofiawlated other comprehensive income, net of incaxes:

As of May 31,
(Dollars in millions) 2002 2001 2000
Foreign currency translation adjustm $ (139 $ (13 $ (39
Unrealized gain/(loss) on derivativ 11 4 2
Unrealized gain/(loss) on investme — (23) 46
Accumulated other comprehensive (income)/ $ (122 $ (159 $ 5
L] L] I
12. INCOME TAXES
The following is a geographical breakdown of incdoegore the provision for income taxes:
Year Ended May 31,
(Dollars in millions) 2002 2001 2000
Domestic $ 2,131 % 2,661 % 9,26¢
Foreign 1,27 1,31(C 854
Total $ 3,40t  $ 3,971 % 10,12:
L] L] I
The provision for income taxes consists of theofwlhg:
Year Ended May 31,
(Dollars in millions) 2002 2001 2000
Current provision
Federa $ 831 $ 954 $ 3,00:
State 97 11¢ 544
Foreign 41€ 49€ 313
Total curren 1,344 1,56¢ 3,86(
Deferred provision (benefit
Federa (132 (139 (5)
State (33 (17) (23
Foreign 5 9) (6)
Total deferrec (160 (159 (34)
Total $ 1,18 $ 1,41C $ 3,82¢
| | |
Effective income tax rat 34.1% 35.5% 37.8%

The effective tax rate in all periods is the resiifthe mix of profits earned by us and our sulasids in various tax jurisdictions that apply a
broad range of income tax rates. The provisionrfoome taxes differs from the tax computed at #uefal statutory income tax rate due
primarily to state taxes and earnings considergueasanently reinvested in foreign operations.
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The provision for income taxes differs from the amibcomputed by applying the federal statutory tateur income before taxes as follows:

Year Ended May 31,

(Dollars in millions) 2002 2001 2000
Tax provision at statutory ra $ 1,19 $ 1,39 $ 3,54
Foreign earnings at other than United States (139) (77) (59
State tax expense, net of federal ber 88 104 33¢
Other, ne 36 @) 3
Provision for income taxe $ 1,18/ $  1,41C $ 3,82¢
| | |

The components of the deferred tax assets anditiiedias reflected on the consolidated balaneetshconsist of the following:

Year Ended May 31,

(Dollars in millions) 2002 2001
Deferred tax liabilities
Unrealized gain on stoc $ (194) $ (318
Other (56) (29
Total deferred tax liabilitie (250 (347)
Deferred tax asset
Accruals and allowance 23t 214
Differences in timing of revenue recogniti 96 15¢
Depreciation and amortizatic 71 112
Foreign tax credit 94 75
Employee compensation and bene 70 66
Other 16¢ 51
Total deferred tax asse 734 67€
Valuation allowanct (©)] (8)
Net deferred taxe $ 481 $ 321
L] L]
Recorded as
Deferred tax asse 452 272
Non-current deferred tax asst 23: 37€
Non-current deferred tax liabilitie (2049) (328
Net deferred taxe $ 481 $ 321
L] L]

Under SFAS No. 109Accounting for Income Taxesgdeferred tax assets and liabilities are determbasgd on differences between finar
reporting and tax bases of assets and liabiliird,are measured using the enacted tax rateswasdHhat will be in effect when the differen:
are expected to reverse. SFAS No. 109 providethéorecognition of deferred tax assets if real@atf such assets is more likely than not.
Based on the weight of available evidence, we Ipageided a valuation allowance against certain metetax assets. The valuation allowa
was based on the historical earnings patterns mitfdividual tax jurisdictions that make it uncént¢ghat we will have sufficient income in tl
appropriate jurisdictions to realize the full valfethe assets. We will continue to evaluate tladizability of the deferred tax assets on a

quarterly basis.
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We provide for United States income taxes on theiegs of foreign subsidiaries unless they are iclened permanently invested outside the
United States. At May 31, 2002, the cumulative s upon which United States income taxes havéeen provided for are approximately
$2.3 billion. If these earnings were repatriatethia United States, they would generate foreigrectaslits that could reduce the Federal tax
liability associated with the foreign dividend. Aissing a full utilization of the foreign tax credithie potential deferred tax liability for these
earnings is $522.7 million.

At May 31, 2002, we had net operating loss cargy&ods, resulting in a $12.0 million tax benefitttbaginated from acquired domestic
subsidiaries. We expect to fully utilize these loagyforwards. We also have loss carryforward$5#.0 million in certain foreign
subsidiaries, resulting in tax benefits of approadiety $15.0 million. These foreign carryforwardpies at various dates: $1.5 million in 201
$4.7 million in 2005, $10.1 million in 2006, $7.6lon in 2007, $1.9 million in 2010, $1.5 millioim 2012 and the remaining balance of
$24.7 million has no expiration. The deferred tased for the foreign loss carryforwards has beé&ebby a valuation allowance of
approximately $3.1 million.

The Internal Revenue Service has examined ourdétiet returns for all years through 1995. The RS assessed taxes for years 1988
through 1995 that we are contesting in Tax Coure TRS is currently examining our United State®ine tax returns for 1996 through 1999.
We do not believe that the outcome of these mattédrfiave a material adverse effect on our comsd results of operations or
consolidated financial position. Refer to Note @bd description of this tax matter.

13. SEGMENT INFORMATION

SFAS No. 131;Disclosures about Segments of an Enterprise andtee Information,”established standards for reporting informationuabo
operating segments. Operating segments are dedmmedmponents of an enterprise about which sepf@matecial information is available tr

is evaluated regularly by the chief operating deaisnaker, or decision making group, in decidingvho allocate resources and in assessing
performance. Our chief operating decision makénésChief Executive Officer. We are organized gapgically and by line of business.
While the Chief Executive Officer evaluates resuita number of different ways, the line of busgasgnagement structure is the primary
basis for which the allocation of resources andrfial results are assessed. We have five mapofibusiness operating segments: license,
license updates, support, education and consukfigctive June 1, 2001, we expanded our opera@ggnents to include license updates,
which represent our estimate of the portion of supmvenues that relate to license updates. Btisate is based on our current pricing
model, which prices license updates at 15% of #idicense price and product support at 7% of tdicense price.

The license line of business is engaged in thadicg of database technology software and appicatsoftware. Database technology
software includes database management softwarkcatign server software and development tools. lispgions software includes
marketing, sales, order management, procuremepylysahain, manufacturing, service, human resouacesprojects software applications
for the enterprise. The license updates line ofrt@ss provides customers with license updatesigrarights to software product upgrades,
maintenance releases and patches during the sypg@tl. The support line of business providesasts with support services that include
internet access, telephone access and onsite dodessinical support personnel. The educationdingusiness provides instructor-led,
media-based and internet-based training to cusorehow to use our products. The consulting lineusiness assists customers in the
implementation of applications based on our pragluct
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The accounting policies of the line of businessrafieg segments are the same as those descrilteel smmmary of critical accounting
policies in Note 1. We do not track assets by dpegasegments. Consequently, it is not practicaltow assets by operating segments.

The following table presents a summary of operasiegments (1):

Year Ended May 31,

(Dollars in millions) 2002 2001 2000
License:
Revenues (2 $ 3467 % 463t $ 4,37¢
Sales and distribution expens 1,63¢ 2,02¢ 2,00C
Depreciation expens 17 25 35
Margin (3) $ 1811 $ 2,58  $ 2,34:%
License update:
Revenues (2 2,39¢ 2,20t 1,641
Sales and distribution expens 19 27 26
Margin (3) $ 2377 % 2,17¢ % 1,61F
License and license updat
Revenues (2 $ 585 $ 6,84 $ 6,01¢
Sales and distribution expens 1,65¢ 2,05: 2,02¢
Depreciation expens 17 25 35
Margin (3) $ 418 % 476z  $ 3,95¢
Support:
Revenues (2 $ 1460 % 1,38C % 1,34:
Cost of service 56¢ 607 70E
Depreciation expens 14 18 24
Margin (3) $ 88C 3 7583 614
Education:
Revenues (2 $ 384 % 485  $ 53¢
Cost of service 21¢ 27¢ 304
Depreciation expens 3 5 10
Margin (3) $ 165 3 201 % 21¢
Consulting:
Revenues (2 $ 1967 $ 2,25¢  $ 2,33¢€
Cost of service 1,43¢ 1,752 1,771
Depreciation expens 18 27 35
Margin (3) $ 51C % a7 $ 53C
Totals:
Revenues (2 $ 967 $ 10,96 % 10,23:
Expense! 3,88( 4,691 4,80¢
Depreciation expens 52 75 104
Margin (3) $ 5741 % 6,19t % 5,321
I I I

(1) For business and management evaluation purposesntterlying structure of our operating segmenénghs periodically. Segment
data related to prior periods were reclassifiedegsired by SFAS No. 131, to conform with the eatrorganizational structur

(2) Operating segment revenues differ from the exter@drting classifications due to certain licenssdpcts that are classified as services
revenues for management reporting purposes. Addilip the license updates revenues are classiieskrvices revenues for external
reporting purpose:
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(3) The margins reported reflect only the direct cdaide expenses of each line of business and doepoésent the actual margins for
each operating segment because they do not cartaitiocation of product development, informatieohnology, marketing and part
programs and corporate and general and administratipenses incurred in support of the lines ofness.

Reconciliation of operating segment margin to incom before provision for income taxes

Year Ended May 31,

(Dollars in millions) 2002 2001 2000
Total margin for reportable segme $ 5,741 $ 6,19: $ 5,321
Product development and information technology espe (1,43¢) (1,530) (1,419
Marketing and partner program expen (377) (447 (390
Corporate and general and administrative expe (267) (360) (349
Net investment gains (losses) related to equityrites (244) ()] 6,937
Other income (loss), ni 9) 12¢€ 18
Income before provision for income tay $ 3,40¢ $ 3,971 $ 10,12:
| | |
License revenue by product
Year Ended May 31,
(Dollars in millions) 2002 2001 2000
Database technolog $ 2,73¢ % 356z $ 3,392
Applications 708 1,02z 92¢
Other revenues(? 71 12: 132
Total license and other revent $ 351t $ 4,707  $ 4,447
| | |
(1) Other revenues include documentation and miscallanether revenue
Geographic information
Year Ended May 31,
2002 2001 2000
Long Lived Long Lived Long Lived
(Dollars in millions) Revenues Assets Revenues Assets Revenues Assets
USA $ 467¢ % 1,291  $ 563 % 1,268 3 535¢ $ 1,39¢
United Kingdom 79z 157 86¢€ 16t 78C 201
Japar 682 48 76€ 52 604 53
Germany 38¢ 11 44( 11 47¢ 6
France 30¢ 12 32t 5 30¢ 8
Canade 242 16 27¢ 31 242 9
Other foreign countrie 2,58:¢ 537 2,65¢ 53¢ 2,467 521
Total $ 967 % 2,07z $ 1096. $ 2,067 $ 1023 $ 2,19:
| I | I | I
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14. RELATED PARTIES

We have entered into transactions with approxirgdifteen companies in which our Chief Executivdi€Hr, directly or indirectly, has a
controlling interest. These companies purchasevacé and services for $2.1 million, $10.0 milliand $11.3 million, during fiscal 2002,
2001 and 2000, respectively. In fiscal 2001, wel soime of our Interactive Television Division asdetone of these companies in exchange
for $2.2 million in cash and an equivalent valu@iaferred shares of the company. In addition, wrelpased goods and services from
approximately four of these companies for $1.0iomill $5.5 million and $1.8 million in fiscal 2002001 and 2000, respectively. The goods
and services purchased from these companies rétatamputers, consulting and aircraft rental.idadl year 2002, we received $0.5 million
in royalty payments from a company in which oure&iixecutive Officer holds a controlling interesdawhich is permitted to sell its hosted
business management applications solutions unddsrind name Oracle Small Business Suite. We addlsis company’s efforts to
penetrate the small business market by incurring 0llion in marketing expense in fiscal 2002 paimg the Oracle Small Business Suite.

The Independent Committee of our Board of Directars reviewed and approved all individual transactigreater than $60,000.
15. LEGAL PROCEEDINGS

Shareholder class actions were filed in the Un8&ates District Court for the Northern District@&lifornia against us and our Chief
Executive Officer on and after March 9, 2001. Onel@0, 2001, the Court consolidated the classratito a single action and appointed a
lead plaintiff and class counsel. A consolidateectaded complaint adding the Chief Financial Offiaed an Executive Vice President as
defendants was filed on August 3, 2001. The codat#d amended complaint was brought on behalf @hasers of our stock during the
period from December 15, 2000 through March 1, 2604intiffs alleged that the defendants made fatsg misleading statements about our
actual and expected financial performance and ¢énfpmance of certain of our applications produetsile certain individual defendants
were selling Oracle stock, in violation of Fedesaturities laws. Plaintiffs further alleged thatnsoof the individual defendants sold Oracle
stock while in possession of material non-publfoimation. On March 22, 2002, the Court grantedraotion to dismiss the consolidated
action without prejudice and the plaintiffs filed amended complaint on April 10, 2002. A hearingpan motion to dismiss the amended
consolidated complaint is scheduled for July 9,200 class has been certified. We believe thahaxe meritorious defenses against this
action and will continue to vigorously defend it.

Shareholder derivative lawsuits were filed in treu@ of Chancery in the State of Delaware in and\few Castle County on and after March
12, 2001. A revised amended consolidated compleastfiled in the Delaware action on October 9, 2@ldnilar shareholder derivative
lawsuits were filed in the Superior Court of thatBtof California, County of San Mateo and Courftanta Clara. A consolidated amended
complaint was filed on January 28, 2002. On Marsh2D02, a similar derivative suit was filed in tieited States District Court for the
Northern District of California. The derivative sslivere brought by some of our stockholders, atlsgen our behalf, against some or all
our current and former directors. The derivativaniffs allege that these directors breached tiighirciary duties to us by making or causing
to be made alleged misstatements about our revgnaeth and the performance of certain of our aggpions products while certain officers
and directors sold Oracle stock and by allowingoulse sued in the shareholder class actions. Titieatige plaintiffs seek compensatory and
other damages, disgorgement of profits and otHiefré&he Board of Directors established a Spelciafjation Committee to investigate the
allegations in the Delaware derivative suit andabmmittee was subsequently asked to investigataltbgations in the California state and
federal derivative
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suits. On February 8, 2002, we answered the Dele@nplaint and the plaintiffs then moved to digntie suit. We have entered into a
stipulated stay of the federal derivative suit whhie Special Litigation Committee conducts itsestigation.

We filed petitions with the United States Tax CaurtJuly 29, 1998, challenging notices of deficieissued by the Commissioner of Internal
Revenue that disallowed certain foreign sales gatfmm commission expense deductions taken by os1ir1988 through 1991 tax years and
assessed additional taxes for those years of ajppately $20 million plus interest. In a separatgaacfiled by Microsoft Corporation, the T
Court ruled on September 15, 2000, in favor ofGeenmissioner of Internal Revenue on the same isgaé presented in our case. If allowed
to stand and if followed by the Tax Court, the Migoft ruling may be dispositive of that issue im case and our financial statements could
be adversely affected by approximately $180 milliwhich includes estimated interest of approxima$&5 million as of May 31, 2002. This
amount includes the assessment for the tax ye#ssus in Tax Court plus an estimate for subsegaerilings. Our case was reassigned to
the judge presiding in the Microsoft action and Tlax Court issued an order staying our case uffitilzd adjudication of the same legal issue
in the Microsoft action. Microsoft filed a noticé appeal of the Tax Court’s decision in the Unigdtes Court of Appeals for the Ninth
Circuit on September 21, 2001 and filed its opetingf on appeal on December 20, 2001. We filedrarcus brief in the Microsoft appeal
December 26, 2001. We intend to vigorously defemdpmsition.

We are currently party to various legal proceedigg claims, either asserted or unasserted, whish ia the ordinary course of business.
While the outcome of these claims cannot be prediatith certainty, we do not believe that the oatecf any of these claims or any of the
above mentioned legal matters will have a matadakrse effect on our consolidated financial posijtresults of operations or cash flow.
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Additions
Beginning Charged Write- Translation Ending
(in millions) Balance to Operations offs Adjustments Balance
Trade Receivable Allowanct
Year Ended
May 31, 200C $ 217 $ 138 $ (72 $ ® $ 27z
| | | | |
May 31, 2001 $ 272 $ 25€  $(119) $ (8) $ 40z
—— — — —— —
May 31, 200z $ 40 $ 195 $(187) $ 2 $ 41z
| | | | |
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Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyisthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized, on July 29, 2002.

O RACLE C ORPORATION

By: /s/ LAWRENCE J. ELLISON

Lawrence J. Ellison, Chief Executive Offic

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 daiedted.

Name Title Date

/sl LAWRENCEJ. ELLISON Chief Executive Officer and July 29, 2002
Chairman of the Board of Directors (Principal

Lawrence J. Ellisol Executive Officer)

/sl JEFFREYO. HENLEY Executive Vice President, July 29, 2002
Chief Financial Officer and Director (Principal

Jeffrey O. Henle Financial Officer)

/sl JENNIFERL. M INTON Senior Vice President, July 29, 2002
Finance and Operations

Jennifer L. Mintor (Principal Accounting Officer)

/s] JEFFREYB ERG Director July 29, 2002

Jeffrey Berg

/sl MICHAEL J. BOSKIN Director July 29, 2002

Michael J. Boskir

/sl SAFRAA. C ATZ Director July 29, 2002

Safra A. Cat:

/sl HECTORG ARCIA -M OLINA Director July 29, 2002

Hector Garci-Molina

/sl JosSePHA. G RUNDFEST Director July 29, 2002

Joseph A. Grundfe:

/s/ DoONALD L. L ucas Director July 29, 2002

Donald L. Lucas

/sl Jack F. KEmP Director July 29, 2002

Jack F. Kemj
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ORACLE CORPORATION
1993 DEFERRED COMPENSATION PLAN

(Amended and Restated as of November 15, 2000)
Oracle Corporation, a Delaware Corporation (refeteehereafter as “Employer”) hereby establishearg#unded plan for the purpose of
providing deferred compensation for a select groumanagement and highly compensated employees.
RECITALS

WHEREAS, those employees identified by the Compéms&ommittee of the Board of Directors of Emploge any other committee
designated by the Board of Directors of Employeadminister this Plan in accordance with Sectidtre®&of (hereinafter referred to as the
“Committee”) as eligible to participate in this Rleach of whom are referred to hereafter as timegiByee” or collectively as the
“Employees”) are employed by Employer;

WHEREAS, Employer desires to adopt an unfundedroedecompensation plan and the Employees desirddyepto pay certain deferred
compensation and/or related benefits to or fobmeefit of Employees, or a designated Beneficiaryoth; and

NOW THEREFORE, Employer hereby establishes thismefl compensation pla
SECTION 1
DEFINITIONS

1.1  “Account” shall mean the separate acca)gtablished under this Plan and the Trust foh @articipating Employee.
Statements of a Participant’s account balancebgilinade available electronically.

1.2  “Base Salary” shall mean an Employee’sil@gcompensation without reduction for compensatieferred pursuant to all
qualified and non-qualified plans of Employer, butluding all of the following: bonuses, commissipavertime, incentive payments, non-
monetary awards, and other special compensation.

1.3  “Beneficiary” shall mean the Beneficiamgsibnated by the Employee to receive Emplayeeferred compensation benefits in
event of his or her death.

1.4  “Change in Control” shall have the meargegforth in Section 5.1 hereof.

1.5 *“Code” shall mean the Internal RevenueeCaidl 986, as it may be amended from time to tene, the rules and regulations
promulgated thereunde



1.6  “Committee” shall mean the Compensatiom@ittee of the Board of Directors of Employer oy ather committee designated
by the Board of Directors of Employer to adminigtés Plan in accordance with Section 8 hereof.

1.7  “Employee” shall mean each Employee of Eiygr designated by Employer to be entitled to defiecompensation pursuant to
this Plan; references to Employee herein shalliohelreferences to an Employee’s Beneficiary whegecontext so requires.

1.8  “Employer” shall mean Oracle CorporatiarDelaware Corporation, and any successor orgamizttereto.
1.9  “Hardship” shall have the meaning setifant Section 3.5 hereof.
1.10 “Plan” shall mean the Oracle Corporatio@3 ®eferred Compensation Plan, as amended.

1.11 “Permanent Disability” shall mean that Braployee is unable to engage in any substantiafgaactivity by reason of any
medically determinable physical or mental impairirteat can be expected to result in death or otisermeets the definition of “Permanent
Disability” as set forth in Employer’s Long Termdaibility Plan. An Employee will not be considerechave a Permanent Disability unless
he or she furnishes proof of such condition suffitito satisfy Employer, in its sole discretion.

1.12 “Trust” or “Trust Agreement” shall mean tBeacle Corporation 1993 Deferred Compensation Ptast Agreement, including
any amendments thereto, entered into between Empémd the Trustee to carry out the provisionhiefRlan.

1.13 *“Trust Fund” shall mean the cash and opeperties held and administered by Trustee putdoahe Trust to carry out the
provisions of the Plan.

1.14 *“Trustee” shall mean the designated Truatdiag at any time under the Trust.
1.15 *“Variable compensation” shall mean bonwasescommissions.
SECTION 2
ELIGIBILITY

2.1  Eligibility. Excepting the first yeaf the Plan, eligibility to participate in the Plana calendar year shall be limited to
Employees of Employer who are selected by the Cataen{or its designee), in its sole discretion,aiftmployees generally shall either be
Employees (i) whose annualized base salary in di8tates Dollars determined as of September 3@eopitior calendar year equals or
exceeds $150,000, or (ii) who participated in tr@nfn the prior calendar year. The Committee aisy select for
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eligibility an Employee whose base salary reaclH&®®00 in a given year. For purposes of this 8e@il, “base salary” means an
Employee’s regular compensation without reductmncbmpensation deferred pursuant to all qualified non-qualified plans of Employer,
but excluding all of the following: bonuses, comsiisis, overtime, incentive payments, non-moneteargrds, and other special
compensation.

SECTION 3
DEFERRED COMPENSATION

3.1 Deferred Compensation. ParticipatiothaPlan shall commence once the employee has andéferral election. Deferral of
compensation under the Plan shall not commenckthatEmployee has complied with the election pdaces set forth in Section 3.3. Each
participating Employee may elect, in accordancé 8iection 3.3 of this Plan, to defer annually #eeipt of a percentage of the base salary
and variable compensation otherwise payable todnilrer by Employer during each calendar year otigqoof a calendar year that the
Employee shall be employed by Employer. Any bat&gar variable compensation deferred pursuattitoSection shall be recorded by
Employer in an Account, maintained in the namehefEmployee, which Account shall be credited wittodar amount equal to the total
amount of base salary and/or variable compensdgferred during each calendar year under the Bigethier with deemed earnings thereon
credited in accordance with Section 3.7. The pdagenof base salary and variable compensatiorEtingloyee elects to defer under this
Section 3.1 will remain constant until suspendethodified by the filing of another election with ployer by the Employee in accordance
with Section 3.3 of the Plan.

3.2  Payment Of Account Balances. (a) Thelyee shall elect whether he or she will receiistridbution(s) from his or her
Account (i) upon reaching age 59%, or (ii) upomtieation of employment of Employee with EmployehelEmployee also shall elect
whether distribution(s) of the amounts credite@&toployee’s Account, including earnings (if any)dited thereto pursuant to Section 3.7,
will be in a lump sum, or in installments over aipé of five (5) years or ten (10) years. Such &bers shall be made at the time that the
Employee first elects to defer compensation undePian. The Employee’s distribution elections Idb@lon forms (whether paper or
electronic) furnished by the Committee. If no dimition election is made, the amounts credited pardicipants account will be distributed
a lump sum on the first distribution date, as eghfin section 3.2(d), after termination of emptant. A participant may make a total of no
more than three changes to his or her distribwglention. Any change in distribution election véfply to all amounts in the Employee’s
Account, whether related to deferrals of compensdtr years before or after January 1, 1997. Angbkan distribution election shall be me
on forms (whether paper or electronic) furnishedhgyCommittee and will be effective only if theaclye in distribution election has been in
effect for at least one year before the occurreitke event specified both in the original electamd in the change of election as triggering
distribution.



(b) Upon the death of Employee after the datewhination of employment with Employer but befommplete distribution to him or
her of the entire balance of his or her Accountplryer may, in the sole discretion of the Commitigsy the balance of his or her Accoun
to Employees designated Beneficiary in the form of one lumm saayment (notwithstanding any election to recelistributions under claut
(i) of Section 3.2(a) or in installments).

(c) Notwithstanding any other provision of tRin, upon termination of Employee’s employmentviimployer by reason of death,
the Employer shall distribute in a lump sum to Eoyele or Employee’s designated Beneficiary all anwuredited to the Employee’s
Account. Notwithstanding any other provision ofstRilan, upon termination of Employee’s employmeitit &2mployer, other than by reason
of death, Employer may, in the sole discretionhaf Committee, distribute to Employee or Employelesignated Beneficiary all amounts
credited to the Employee’s Account.

(d) A distribution shall be made or commencédtenseventeenth (17th) day of the month (or the fiusiness day after the
seventeenth) following the calendar quarter in Whie event triggering a distribution under anyhaf foregoing subsections of this Section
3.2 occurs. Subsequent distributions, if any, dhalinade on each quarter-annual anniversary déie afate of the first distribution. Each
such distribution, if any, shall include interestother earnings credited to the balance of an Byga's Account remaining unpaid.

3.3  Election To Defer Compensation. The Exwge’s election to defer compensation as provided ini@e8.1 of this Plan shall |
made on forms (whether paper or electronic) furrshy the Committee. The deferral election mushbee at least twenty (20) days prior to
January 1 of the calendar year in which the congténsto be deferred is otherwise payable to Emgaoyrovided, however, that the
Committee shall have the discretion to designaté&erent election period in any year so long ashselection period expires prior to January
1 of the calendar year in which the compensatidretdeferred is otherwise payable to Employeehéncase of a newly eligible Employee,
the election must be made within thirty (30) daf/the date it is determined that the Employeeigilde. In the case of a newly eligible
Employee, the election will be effective for théermlar quarter after the election is made. Suchbrdafelection (and any subsequent election)
will continue until suspended or modified on a fafwhether paper or electronic) furnished by the @dttee, which new election shall only
apply to compensation otherwise payable to Empl@ftz the end of the calendar year in which suettieon is delivered to Employer. Any
deferral election made by Employee shall be irratde with respect to any compensation covered blg slection, including the
compensation payable in the calendar year in witierelection suspending or modifying the prior deflieelection is delivered to Employer.
Absent a suspension or modification election, suadinal election shall remain in effect from yearyear until the date for distribution of the
Employee’s Account under Section 3.2. Employerlshithhold the percentage of base salary spectfidoe deferred for each payroll period
and shall withhold the percentage of variable camp#on specified to be deferred at the time oes$irsuch variable compensation is or
otherwise would be paid to the Employee.



3.4  Payment Upon Change in Control. Notstdhding any other provisions of this Plan, theragate balance credited to and held
in the Employee’s Account shall be distributedite Employee in a lump sum within thirty (30) daysi@Change in Control, as defined in
Section 5.1.

3.5 Hardship. In case of an unforeseeahlergency, a participant may request the Committee, form to be provided by the
Committee or its delegate, that payment be madeetiran the date to which it was deferred or thate be a cessation of deferrals unde
Plan.

For purposes of this section 3.5, an “unforeseeanlergency” shall be limited to a severe finank#@idship to the participant resulting
from a sudden and unexpected illness or accidettiteoparticipant or of a dependent (as defineaatisn 152(a) of the Code) of the
participant, loss of the participant’s property doeasualty, or other similar extraordinary antbuaseeable circumstances arising as a result
of events beyond the control of the participante Thcumstances that will constitute an unforeskeeamergency will depend upon the facts
of each case, but, in any case, payment may notaoe and a cessation of deferral may not occuret@xtent that such hardship is or may be
relieved: (i) through reimbursement or compensabpmvailable insurance or otherwise or (ii) byldpation of the participant’s assets, to the
extent the liquidation of such assets would netfitsause severe financial hardship. Moreover, gayrof a deferred amount may not be n
ahead of the date to which the amount was deféoréite extent that such hardship is or may bevetidoy cessation of deferrals under the
Plan.

The Committee shall consider any requests for paymeder this Section 3.5 on a uniform and nondisoatory basis and in
accordance with the standards of interpretatioeritesd in section 457 of the Code and the reguiatibereunder. In the event there is a
payment or a cessation of deferrals under thisi@e8t5, the participant shall be ineligible to radlkrther Deferral Elections for one year
from the date of the Committee action approvingpghgment or cessation of deferral.

3.6 Employees Rights Unsecured. The right of the Employebkisor her designated Beneficiary to receive #ibigtion hereunde
shall be an unsecured claim against the generaisassEmployer, and neither the Employee nor hiseo designated Beneficiary shall have
any rights in or against any amount credited taohiser Account or any other specific assets of IByggy. The plan constitutes a mere pror
by the Employer to make benefit payments in thergut

3.7 Investment of Contribution. All amounctgdited to an Account shall be credited throughlo& year with the deemed earnings
thereon, which may be positive or negative (heffegnand previously sometimes referred to as “ggeor other earnings”) pursuant to the
Employee’s election as to investment return, uh#l Account has been fully distributed to the Emgpoor to the Beneficiary designated by
the Employee in a writing delivered to Employer.



SECTION 4
DESIGNATION OF BENEFICIARY

4.1 Designation of Beneficiary. Employeeymdasignate a Beneficiary to receive any amounttguweunder by Employee via
written notice thereof to Employer at any time ptio his or her death and may revoke or chang&#meficiary designated therein by written
notice delivered to Employer at any time and frametto time prior to Employee’s death, provided thay such designation or change of
designation naming a Beneficiary other than the légge’s spouse shall be effective only if spousalsent is provided. If Employee shall
have failed to designate a Beneficiary, or if notsBeneficiary shall survive him or her, then saatount shall be paid to the Employee’s
estate. Designation of Beneficiary shall be inforen attached hereto as Appendix 2.

SECTION 5
CHANGE IN CONTROL

5.1 Change in Control. For purposes of Bi&, a Change in Control shall mean (a) the @selor other acquisition by any
person, entity, or group of persons, within the niveg of section 13(d) or 14(d) of the Securitiexkange Act of 1934 (“Act”), or any
comparable successor provisions, of beneficial oghip (within the meaning of Rule 1&Jpromulgated under the Act) of fifty percent (5(
or more of either the outstanding shares of comatock or the combined voting power of Employer'srtloutstanding voting securities
entitled to vote generally, or (b) the approvatiy stockholders of Employer of a reorganizatioarger, or consolidation, in each case, with
respect to which persons who were stockholdersygfl&yer immediately prior to such reorganizatiomrger or consolidation do not,
immediately thereafter, own more than fifty perct%) of the combined voting power entitled toevgenerally in the election of directors
of the reorganized, merged or consolidated Emplsyben outstanding securities, or a liquidatiorizsolution of Employer or of the sale of
all or substantially all of Employer’s assets.

SECTION 6
TRUST PROVISIONS

6.1  Trust Agreement. Employer may estalitighTrust for the purpose of retaining assetasiele by Employer pursuant to the
Trust Agreement for payment of all or a portiortted amounts payable pursuant to the Plan. Any ismedt paid from the Trust shall be p.
from Employer’s general funds, and any benefitsl fii@m the Trust shall be credited against andcedyy a corresponding amount
Employer’s liability to Employees under the Plarl. Frust Funds shall be subject to the claims ofegal
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creditors of Employer in the event Employer is Insat as defined in Section 3 of the Trust Agreem&he obligations of Employer to pay
benefits under the Plan constitute an unfundecgaured promise to pay and Employees shall haveeaiay rights than general creditors of
Employer. It is Employer’s intention that the agaments be unfunded for tax purposes and for pagafkTitle | of ERISA.

SECTION 7
AMENDMENT AND TERMINATION

7.1 Amendment. The Committee shall haveitite to amend this Plan at any time and from ttm&me, including a retroactive
amendment. Any such amendment shall become eféegfion the date stated therein, and shall be ljratinall Employees, except as
otherwise provided in such amendment; provided,évar, that said amendment shall not affect benafitersely to the affected Employee
without the Employee’s written approval. Benefitgraiing to an Employee pursuant to any employmereeament in effect between
Employer and Employee which entitles the Employepatrticipate in and to certain rights under tHenRshall not be affected by an
amendment of this Plan.

SECTION 8
ADMINISTRATION

8.1  Administration. The Committee shall @@omplete authority to administer the Plan, imerthe terms of the Plan, determine
eligibility of Employees to participate in the PJaaduce the amount to be deferred under the Rlam any Employee, and make all other
determinations and take all other actions in acmocd with the terms of the Plan and the Trust Age¥g. Any determination or decision by
the Committee shall be conclusive and binding bpersons who at any time have or claim to haveiatgyest whatever under this Plan.

8.2  Liability of Committee, Indemnification.To the extent permitted by law, the CommittedIsiat be liable to any person for any
action taken or omitted in connection with the iiptetation and administration of this Plan unletssbautable to his or her own bad faith or
willful misconduct.

8.3 Expenses. The costs of the establishofehe Plan and the adoption of the Plan by Eggpincluding but not limited to legal
and accounting fees, shall be borne by Employes. étpenses of administering the Plan shall be Boyribe Trust; provided, however, that
Employer shall bear, and shall not be reimbursedhsy/ Trust for any tax liability of Employer asgtted with the investment of assets by the
Trust.



SECTION 9
GENERAL AND MISCELLANEOUS

9.1 Rights Against Employer. Except as esply provided by the Plan, the establishmentisfRkan shall not be construed as
giving to any Employee or to any person whomsoeaey,legal, equitable or other rights against Eipg@ipor against its officers, directors,
agents or shareholders, or as giving to any Emplayéeneficiary any equity or other interest ia #ssets, business or shares of Employer
stock or giving any Employee the right to be regdiim the employment of Employer. All Employeeslsba subject to discharge (with or
without cause) to the same extent they would haemn lif this Plan had never been adopted. The rigftds Employee hereunder shall be
solely those of an unsecured general creditor gflByer. Nothing in the Plan should be construerktjuire any contributions to the Plan on
behalf of an Employee by Employer.

9.2  Assignment or Transfer. No right, titleinterest of any kind in the Plan shall be tfareble or assignable by any Employee or
Beneficiary or be subject to alienation, anticipatisale, pledge, encumbrance, garnishment, atehexecution or levy of any kind,
whether voluntary or involuntary, nor subject te ttebts, contracts, liabilities, engagements, ios f the Employee or Beneficiary. Any
attempt to alienate, anticipate, encumber, salhdier, assign, pledge, garnish, attach or othersubject to legal or equitable process or
encumber or dispose of any interest in the Plah Bhavoid.

9.3  Severability. If any provision of thtéan shall be declared illegal or invalid for aegson, said illegality or invalidity shall not
affect the remaining provisions of this Plan builshe fully severable, and this Plan shall be taesl and enforced as if said illegal or inv
provision had never been inserted herein.

9.4  Construction. The article and sectieadings and numbers are included only for converief reference and are not to be
taken as limiting or extending the meaning of ahthe terms and provisions of this Plan. Wheneygrapriate, words used in the singular
shall include the plural or the plural may be raadhe singular. When used herein, the masculindegéncludes the feminine gender.

9.5 Governing Law. The validity and effe€this Plan and the rights and obligations ofpaitsons affected hereby shall be
construed and determined in accordance with the twhe State of California unless supersedectdgril law, which shall govern
correspondingly.

9.6 Payment Due to Incompetence. If the @dtee receives evidence that an Employee or Beiaefi entitled to receive any
payment under the Plan is physically or mentalgompetent to receive such payment, the Committee imés sole and absolute discretion,
direct the payment to any other person or Trustivhias been legally appointed by the courts.

9.7 Taxes. All amounts payable hereundall ble reduced by any and all federal, state, |@all employment taxes imposed upon
Employee or his or her Beneficiary which are reedito be paid or withheld by Employer. Amounts defé will be taken into account for
purposes of any tax or withholding obligation unttex



Federal Insurance Contribution Act and Federal Usleyment Tax Act, not in the year distributed, btithe later of the year the services are
performed or the year in which the rights to theoants are no longer subject to a substantial fiskréeiture, as required by sections 3121(v)
and 3306(r) of the Code and the regulations theleurAmounts required to be withheld pursuant tdises 3121(v) and 3306(r) of the Code
shall be withheld out of other current wages paidEmployer. The determination of Employer regardipglicable income and employment
tax withholding requirements shall be final anddiig on Employee.

9.8 Insurance. Inthe event that any Emgoglects, in his or her sole discretion, to indéetly purchase an insurance policy
covering the inability of the Plan or the Trushtake any payments to which Employee is entitleceutite Plan or the Trust, Employer shall
use its best efforts to facilitate the payment byployee of any excise taxes which become due ag#udt of the payment of premiums un
such policy. Nothing contained herein shall be twresl as an endorsement by Employer of the purabifesgch a policy or a recommendat
by Employer that the purchase of such a policyeisessary or desirable as the result of Employesticipation in the Plan.
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APPENDIX 1
DISTRIBUTION ELECTION

Pursuant to Section 3.3 of the Oracle Corporat@®B1Deferred Compensation Plan (the “Plahfjereby elect to have all amounts credite
my Account, together with any interest or othen@ags credited thereon, distributed to me on theseelected below:

l. Check one of the following:

Initial Distribution Electior ______ Change in Distribution Electic
Il. | elect to have distributions of all anmis credited to Accounts covered by this Plan paighe beginning as follows (check one):
_uponreaching age 59 1/2.
____upon termination of employment.
lll. 1 electto have distribution of all amosntredited to Accounts covered by this Plan paith¢ain the following form (check one):
a lump sum.

an annuity of twenty (20) quarter-annual installitsesretermined as of each installment date by digidihe entire amount in
my Account (including interest and other earnirfgsthe number of installments then remaining tpaiel.

an annuity of forty (40) quarter-annual installneedétermined as of each installment date by digithe entire amount in my
Account (including interest and other earnings}i®s/number of installments then remaining to bel.pai

NOTE: A participant’s ability to change his or heéstdbution election is limited. An Employesdistribution election can be changed a
of only three times. Any change in distributionatien will apply to all amounts credited to the Hoyee's Account and will be effective on

if in place for at least one year before the oaure of the event specified in the change of distion election as triggering the beginning of
the distribution.

NOTE. Under the State Taxation of Pension Act of5l3Ralifornia is precluded from taxing amounts defeé under the Oracle Corporat
Executive Deferred Compensation Plan (the “Plainypu (i) elect an annuity of forty (40) quarterraral installments and (ii) reside in a state
other than California when you receive your disttibns. Consequently, if you expect to be residimg state with no individual income tax
(such as Washington, Nevada, Florida, New Hampglorea low rate of individual income tax, when y@eeive your distributions, there n
be significant state tax saving to you if you ekecteceive the distributions in 40 quarter-annosiallments.

Signed Date:

Name: Employee Numbe
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APPENDIX 2
BENEFICIARY DESIGNATION

In the event | should die prior to the receipt bh@oney accrued to my credit under this electioglect to have the balance paid to the
following named individual(s) in the following pexnstage(s):

(P)rimary or
Percent Name Soc. Sec. # (S)econdary

Signed: Date

Name:

To be completed only if | am married and any aboamed beneficiary is not my spouse:

I, as the spouse of , do hereby consent to designation of any benefi¢iaat might in any way impair my rights under
applicable state law, including but not limited leys relating to Community Property, Wills, Trusasd Intestacy.

Signed: Date

Name:

Notary: Date
11

EXHIBIT 10.01

ORACLE CORPORATION
EMPLOYEE STOCK PURCHASE PLAN (1992)
As adopted August 24, 1992 and amended to date

1. PURPOSE

This Employee Stock Purchase Plan (thert'Plia established to provide employees of OraaepOration, a Delaware corporation
(“Oracle”), and Participating Subsidiaries and Ragrating Affiliates, as hereinafter defined (tolget, the “Company”), with an opportunity to
purchase Common Stock, $0.01 par value, of Oracteigh accumulated payroll deductions. It is therition of Oracle to have the Plan
qualify as an “Employee Stock Purchase Plan” uisaation 423 of the Internal Revenue Code of 198@&naended (the “Code”). The
provisions of the Plan shall, accordingly, be carexd so as to extend and limit participation inamer consistent with the requirements of
that section of the Code. In addition, this Planutoent authorizes the grant of options under a4f$plan which do not qualify under
Section 423 of the Code pursuant to rules, pro@=dor sub-plans adopted by the Company designachieve desired tax or other objectives
in particular locations outside the United Stafd®e term “Plan” used herein applies to both thdiSee23 plan and the non-423 plan.

2. DEFINITIONS
(a) “Affiliate” means (i) any Subsidiary and (ii) any other erititywhich Company has an equity intere



(b)
(©
(d)
(€)
(f)

(9)
(h)

“ Board” means the Board of Directors of Oracle or commnstgpointed by such Boal

“ Code” means the Internal Revenue Code of 1986, as ame

“ Common Stoc” means the Common Stock, $0.01 par value, of Or

“ Company’ means, together, Oracle, Participating SubsidiamesParticipating Affiliates

“ Compensatiofi means all base salary, wages, commissions, avershift premiums and bonuses, plus draws against
commissions

“ Current Offering Perio” has the meaning set forth in Section 6 her

“ Employe€ means any person, including an officer, who istomarily employed for more than twenty (20) howes week and
more than five (5) months in a calendar year byGbmpany. In the case of individuals who performvises for the Company in
jurisdictions in which local law prohibits the Compy from discriminating in its granting of benefits the basis of number
hours worked, the determination of who is an emgdoghall be made without regard to the number ofshworked
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()
0)
(k)
(0
(m)
(n)
(0)
()

(a)

(r)
(s)
(®
(u)
v)

“ Exchange Ac” means the Securities Exchange Act of 1934, as agde

“ Exercise Dat¢’ means the last day of each Offering Period of tha.|

“ New Exercise Dat” has the meaning set forth in Section 18 hel

“ 1987 Plan” means Orac’s Employee Stock Purchase Plan (1987), as ame
“ Offering Date” means the first day of each Offering Period offhen.

“ Offering Period” has the meaning set forth in Section 4 het

“ Oracle” means Oracle Corporation, a Delaware corpora

“Participating Affiliate ” means any Affiliate designated by Oracle as pguditing in the Plan for purposes of the grantmfans
that do not qualify under Section 423 of the Codespant to rules, procedures or sub-plans adopteebBoard designed to
achieve desired tax or other objectives in pardicldcations outside the United Stal

“ Participating Subsidiaries means any Subsidiary which has not been exclbgetie Board in its sole discretion as eligible to
participate in the Plai

“ Plan” means this Employee Stock Purchase F

“ Reserve” has the meaning set forth in Section 18 hel

“ Rule 163" means Rule 1¢-3 promulgated under the Exchange Act, or any ssocgsovision
“ Section 16(b” means Section 16(b) of the Exchange Act, or angessor provisior

“ Subsidiary’ means any corporation (other than Oracle) in @ioroken chain of corporations beginning with Oratlat the time
of granting options under the Plan, each of theaa@tions (other than the last corporation) inuhbroken chain owns stock
possessing 50% or more of the total combined vaimger of all classes of stock in one of the ottwporations in such chai
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3. ELIGIBILITY

(&) Any Employee who shall be employedh® Company on the date his or her participatiaihénPlan is effective shall be eligible to
participate in the Plan, subject to limitations mepd by Section 423(b) of the Code, without reganphragraph (4) of that section.

(b) Any provisions of the Plan to the gany notwithstanding, no Employee shall be gramtedption under the Plan (i) if, immediately
after the grant, such Employee (or any other pergorse stock would be attributed to such Employesyant to Section 424(d) of the Code)
would own stock and/or hold outstanding optionpucchase stock possessing five percent (5%) or ofdiee total combined voting power
value of all classes of stock of Oracle or of anp$Sdiary of Oracle, or (ii) which permits his agrtrights to purchase stock under all
employee stock purchase plans of Oracle and itsiSialbies to accrue at a rate which exceeds TwEivg-Thousand Dollars ($25,000) of 1
market value of such stock (determined at the 8oeh option is granted) for each calendar yearhithvsuch option is outstanding at any
time.

4. OFFERING PERIODS

The Plan shall be implemented by two offfgsi during each year of the Plan, commencing @bout October 1 and April 1 of each
year, or as otherwise determined by the Boardcantinuing thereafter for a period of six (6) man{each, a“Offering Period”). The first
Offering Period under the Plan shall commence otliar 1, 1992. The Board shall have the power &mgk the duration of Offering Peric
(both before and after any such Offering Perioddmsmenced) with respect to future offerings with&tockholder approval. In no event,
however, will any such Offering Period be longearthwenty-seven (27) months.

5. PARTICIPATION

(@) An eligible Employee may become aipgdnt in the Plan by completing a subscriptioreggnent authorizing payroll deductions
the form provided by the Company (or by following electronic or other enrollment process as preedrby the Board) and filing it no later
than the first day of an applicable Offering Perfodsuch earlier time as may be set by the Conigagmployee stock services departmer
administrative purposes) with (i) the Company’s &ype stock services department for eligible Empésyemployed by Oracle or (ii) the
officer of the applicable Participating SubsidiaryParticipating Affiliate responsible for admirgsing the Plan on Oracle’s behalf for eligible
Employees employed by any such Participating Sidosiar Participating Affiliate. Subscription agraents filed by the participants under
the 1987 Plan may be used to satisfy the subsmnipiijreement requirements of the Plan. Once andye@lbecomes a participant in the F
such Employee will automatically participate in sessive Offering Periods until such time as suclplégee withdraws from the Plan, and is
not required to file any additional subscriptioneaxdments for subsequent Offering Periods to coetparticipation in the Plan.
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(b) Payroll deductions for a participanak commence on the first payday following theedifig Date and shall end on the last payday
before the Exercise Date of the Offering Period/ich such authorization is applicable, unless soterminated by the participant as
provided in Section 10 or unless payroll deductiaresdetermined by the Board to not be feasibimtries outside the United States.

6. PAYROLL DEDUCTIONS

(a) Atthe time a participant files hish@r subscription agreement, he or she shall tddwave payroll deductions made on each payday
during the Offering Period in an amount not excegden percent (10%) (or such greater percentagepecified by the Board) of the
Compensation which he or she receives on each pajudang the Offering Period. If the Board detergsrthat payroll deductions are not
feasible in a particular country outside the Uni&dtes, the Board may permit an eligible Empldgegarticipate in the Plan by an alternat
means, such as by check; however, the rate ofibations may not exceed any whole number percerdbifee Employees Compensation t
to ten percent (10%) or such greater percentagsyexsfied by the Board, to apply to an Offeringis

(b) All payroll deductions may be held ®gmpany and commingled with its other corporatelfufunless otherwise required by local
law). No interest shall be paid or credited topheticipant with respect to such payroll deductiersept where required by local law as
determined by the Board.

(c) All payroll deductions made by a paigant shall be credited to his or her account uitte Plan. A participant may not make any
additional payments into such account, except #waaed by the Board in countries where payrotutgions are determined by the Boar:
not be feasible.

(d) Unless otherwise specified by the Boaayroll deductions made with respect to Empleymsad in currencies other than U.S.
dollars shall be accumulated in local (non-U.Sryency and converted to U.S. dollars as of the &igerDate.

(e) A participant may discontinue his er participation in the Plan as provided in Secfibnor may increase or decrease the rate of hit
or her payroll deductions during the Offering Pdrity completing and filing with the Company a nawtherization for payroll deduction;
provided that the Board may limit the number oféguring any Offering Period that a participanyrsa increase or decrease such
participant’s deductions. The change in rate diakffective on the later of (i) fifteen (15) dayg(ii) the first payday after the Company’s
receipt of the new authorization.



(f) Notwithstanding the foregoing, an Ewy@e’s payroll deductions shall be decreased dumygOffering Period to the extent
necessary to comply with Section 423(b)(8) of tleel€ Any other provision of the Plan notwithstamglino participant shall purchase shares
of Common Stock with a fair market value (measwaedf the applicable Offering Date) in excess efftillowing limits:

(i) inthe case of shares of Common Sfmaichased during an Offering Period that commeimtéde current calendar year.€. ,
April 1), the limit shall be equal to (A) $25,000mas (B) the fair market value of the shares of @wn Stock attributed to any other
purchases by the participant in the current calepear (under this Plan and all other employeekspazchase plans of the Company
parent or Subsidiary of the Company), as determauedrding to the rules set forth in Treasury Rdg423-2(i)(3); and

(ii) in the case of shares of Common Staagfchased during an Offering Period that commeitéide immediately preceding
calendar yeari(e., October 1), the limit shall be equal to (A) $3W0ninus (B) the fair market value of the share€ommon Stock
attributed to any other purchases by the partic¢ip@mder this Plan and all other employee stocklpase plans of the Company or any
parent or Subsidiary of the Company) in the curcaténdar year and in the immediately precedingnchdr year, as determined
according to the rules set forth in Treasury R4g423-2(i)(3).

(g) Such limitations set forth in Sectig(f may be adjusted by the Board in its discretmithe extent necessary to comply with Section
423 of the Code.

(h) Inthe event payroll deductions arerdased pursuant to Section 6(f) hereof, payraldgons shall recommence at the rate
provided in such participant’s subscription agreenat the beginning of the first Offering Periodigris scheduled to end in the following
calendar year, unless terminated by the participamrovided in Section 10. At any time, the Conypaiay withhold from the participant’s
Compensation the amount necessary for the Compamgét applicable withholding obligations, inclugliany withholding required to make
available to the Company any tax deductions or fitesigributable to sale or early disposition off@mon Stock by the Employee.

7. GRANT OF OPTION

(&) On the Offering Date of each Offerieriod, each eligible Employee participating in Bian shall be granted an option to purchase
(at the per share option price) up to a numbehafes of Common Stock determined by dividing sucipByee’s payroll deductions or
contributions to be accumulated during such OffgReriod by eightfive percent (85%) of the fair market value of arghof Common Stoc
on the Offering Date or on the Exercise Date, winer is lower, provided that the number of shavigest to the option will be limited to
200% of the number of shares determined by divitiregamount accumulated in the employees’ payesludtions/contribution account by
85% of the fair market value of a share of CommtotiSon the Offering Date, subject to the limitaticset forth in Sections 3(b) and 11
hereof. The fair market value of a share of Comi@tmtk shall be determined as provided in Sectib) [iéreof.
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(b) The option price per share of the shaffered in a given Offering Period shall beltveer of: (i) 85% of the fair market value of a
share of the Common Stock on the Offering Dat€iip85% of the fair market value of a share of @@mmon Stock on the Exercise Date.
The fair market value of Common Stock on a givete ghall be the closing price from the previous'sifqading on the Nasdag National
Market.

8. EXERCISE OPTION

Unless a participant withdraws from therPda provided in Section 10, his or her optiontli@ purchase of shares will be exercised
automatically on the Exercise Date of the Offefegiod and the maximum number of full shares subgeaption will be purchased for him
or her at the applicable option price with the acalated payroll deductions or contributions in @isher account. During his or her lifetime
participant’s option to purchase shares hereursdexercisable only by him or her.

9. DELIVERY

As promptly as practicable after the Ex@zdDate of each Offering Period, the Company sinedinge for the electronic delivery to each
participant, as appropriate, of the shares purchagen exercise of his or her option. Beginnindhwiite Offering Period that begins April 1,
1999 and ends September 30, 1999, any cash remamnihe credit of a participant’s account under Bthan or under the 1987 Plan after a
purchase by him or her of shares at the terminatiach Offering Period under the Plan or underlt®87 Plan which is insufficient to
purchase a full share of Common Stock, will be mefed, without interest, to him or her as soon astarable. In the event that insufficient
shares of Common Stock are available under thefBtadelivery to all participants in an Offering e for shares of Common Stock
representing a full allocation of all payroll detioas or contributions for such Offering Periode fBoard, in its discretion, may authorize
either (i) the delivery of shares of Common Stogfiresenting a pro rata allocation of the sharesir@ng available for distribution and the
return of cash remaining in each participant’'s pyteduction account in accordance with Sectionat{ii) an increase in the number of
shares that may be issued under the Plan subjstiidkholder approval, and, in such event, theoopgirice applicable to such shares shall be
for purposes of Section 7(b) the option price foersOffering Period, and the Company shall delteguarticipants such shares as set forth in
Sections 7, 8, and 9, after approval of the stoltdrs of Oracle has been obtained in accordande®eattion 21. If the stockholders of Orz
vote against any such proposed increase, Oradlensalee a pro rata allocation of the shares avilédr distribution and return cash
remaining in each participant’s payroll deductiorcontribution account, without interest unlessuieed by local law as determined by the
Board. The Board also may return cash remainireach participant’s payroll deduction or contribateccount if a purchase of shares will
not occur because the Board determines such pwdhast feasible or that the conditions for treaience of shares have not been met.

6



10. WITHDRAWAL: TERMINATION OF EMPLOYMENT

(a) A participant may withdraw all but dess than all the payroll deductions creditedisoon her account under the Plan at any time
prior to the Exercise Date of the Offering Perigaréturning to the Company an enrollment form iadiieg such withdrawal prior to the
fifteenth (15th) day of the last month of the Oifffigr Period. If such form is received by the Comphefore such date, all of the participant’s
payroll deductions credited to his or her accouititbe refunded, without interest (except whereuieed by local law as determined by the
Board), to him or her as soon as practicable, hiso option for the Current Offering Period wi# utomatically terminated, and no further
payroll deductions for the purchase of shareshélmade during the Offering Period. If such formeiseived by the Company after such d
the participant’s payroll deductions credited te i her account will be used to purchase stodkemext Exercise Date and his or her
participation will end at the beginning of the n&ftering Period.

(b) Inthe event that a participant’s eoyphent terminates for any reason (including dedifgbility, or retirement), or if a participant
becomes ineligible to participate in the Plan,ithex case, on or prior to the fifteenth (15th) @dyhe last month of an Offering Period, the
payroll deductions credited to his or her accouifitbe returned promptly and without interest (epcehere required by local law as
determined by the Board) to him or her or, in theecof his or her death, to the executor or adimité of the estate of the participant, and
his or her option automatically will be terminatéuthe event that a participant’s employment teates for any reason or a participant
becomes ineligible to participate in the Plan aftech date, the participant’s payroll deductioreslited to his or her account will be used to
purchase stock on the Exercise Date for that @ffeeriod and his or her participation will endha beginning of the next Offering Period.

(c) Inthe event an Employee fails to reaman Employee during the entire Offering Perioel on she will be deemed to have elected to
withdraw from the Plan and the payroll deductioredied to his or her account will be returnedito br her promptly and without interest
(except where required by local law as determinethb Board) and his or her option terminated.

(d) Inthe event that an Employee takeargraid leave of absence, his or her payroll dédnstshall automatically cease (and no
additional contributions to the Plan may be madessparticipation is required by local law while anpaid leave); any amounts remaining
in his or her payroll deduction account shall bedi® purchase stock on the next Exercise Date.|Paves of absence shall have no effect an
Employee’s participation in the Plan.



(e) A participant’s withdrawal from an efing will not have any effect upon his or her #lility to participate in a succeeding Offering
Period, or in any similar plan period, which maydadter be adopted by the Company.

(f) The Board may specify a date prioeémh Exercise Date, which date will be no more thaty (30) days prior to such Exercise
Date, after which a participant may not withdrawday reason.

11. STOCK

(&) The maximum number of shares of Com®tmtk which shall be made available for sale utidelan shall be 405,000,000 shares
(plus any shares available under the 1987 Plah @smiember 30, 1992) subject to adjustment upangés in capitalization of Oracle as
provided in Section 18. If the total number of €sawhich would otherwise be subject to options @dupursuant to Section 7(a) hereof or
Offering Date of an Offering Period exceeds the benof shares then available under the Plan (d&duction of all shares for which options
have been exercised or are then outstanding), ©shelll make a pro rata allocation of the shanemiging available for option grant, unless
before or after such Offering Date the Board augesran increase in the number of shares that méssbed under the Plan for such Offel
Period pursuant to Section 9. In the event of argta allocation of shares, the Company shall gititen notice of such reduction of the
number of shares subject to the option to each &yepl affected thereby and, at the discretion oBtbe&rd, shall terminate or reduce payroll
deductions before the Exercise Date if the Boasdd®ermined that insufficient shares are avail&dila full allocation. Any cash remaining
in a participant’s payroll deduction/contributioocaunt due to an insufficient number of shares meimg in the Plan for distribution to all
participating Employees shall be returned to hirh@ras soon as administratively feasible.

(b) The participant will have no interestvoting right in shares covered by his or hei@ptintil such option has been exercised.
(c) Shares to be delivered to a partidipender the Plan will be registered in the namthefparticipant.
12. ADMINISTRATION

(@) The Plan shall be administered byBbard or a committee appointed by the Board. Thar8or its committee shall have full and
exclusive discretionary authority to construe, iptet and apply the terms of the Plan, to deterraliggbility and to adjudicate all disputed
claims filed under the Plan. The Board'’s discredigrauthority under the Plan shall include, withluitation, the authority to change the
Offering Periods, limit the frequency and/or numbgchanges in the amount withheld during Offerifeyiods, establish the exchange ratio
applicable to amounts with-held in a currency othan United States dollars, permit payroll witltiog in excess of the amount designated
by a participant in order to adjust for delays astakes in the Company’s processing of properly@eted withholding elections, establish
reasonable waiting and adjustment periods and&muating and crediting procedures to ensure thatuans applied toward the purchase of
Common Stock for each participant properly correspwith amounts withheld from the participant’s Gmnsation, and establish such other
limitations or procedures as the Board determingtsisole discretion advisable. Every finding,iden and determination made by the Ba
shall, to the full extent permitted by law, be fiaad binding upon all parties. Members of the Bloaho are eligible Employees are permit
to participate in the Plan except to the extenitéchby Subsection (b) of this Section 12. All refeces in this Plan to the Board shall mean
the committee(s) appointed by the Board, if any.



(b) Notwithstanding the provisions of Sedtson (a) of this Section 12, in the event thaleRi6b-3 promulgated under the Exchange
or any successor provision (“Rule 16b-3") providpscific requirements for the administrators ohplaf this type, and the Board determines
that compliance with such provisions is reasonahkePlan (or, if permitted by Rule 1&piransactions in the Plan by persons who areesl
to Section 16(b) of the Exchange Act (“Section )9jtshall be administered only by such a body amsguch a manner as shall comply with
the applicable requirements of Rule 16b-3. Unlessjited by Rule 16b-3, no discretion concerningislens regarding the Plan (or, if
permitted by Rule 16b-3, transactions in the Pkapdrsons who are subject to Section 16(b)) stea#ifforded to any committee or person
that is not “disinterested” as such term is defimeRule 16b-3.

13. TRANSFERABILITY

Neither payroll deductions credited to dipgant’s account nor any rights with regardhie exercise of an option or to receive shares
under the Plan may be assigned, transferred, pdedigetherwise disposed of in any way (other thamwl, the laws of descent and
distribution) by the participant. Any such atteraptissignment, transfer, pledge or other disposgiwll be without effect, except that the
Company may treat such act as an election to vathdunds in accordance with Section 10.

14. USE OF FUNDS

All payroll deductions received or heldthg Company under the Plan may be used by the Qonipaany corporate purpose, and the
Company shall not be obligated to segregate sugtolpaeductions unless required by local law.

15. REPORTS

Individual accounts will be maintained &ach participant in the Plan. Statements of acoailhbe available at the Plan broker to
participating Employees as soon as practicablevallg the Exercise Date, which statements willfsgh the amounts of payroll
deductions/contributions, the number of shareshaged, the per share purchase price and the remaiash balance, if any.
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16. EQUAL RIGHTS AND PRIVILEGES

All eligible Employees patrticipation in tiide Section 423 plan shall have equal rightspaivileges with respect to the Plan so that
Plan qualifies as an “employee stock purchase phatiiin the meaning of Section 423 or any succepsavision of the Code and the related
regulations. Any provision of the Plan which, iseinded to be part of the Code Section 423 plansimtonsistent with Section 423 or any
successor provision of the Code shall without feirttct or amendment by the Company or the Boaréfoemed to comply with the
requirements of Section 423. This Section 16 sh&# precedence over all other provisions in tlaa Rlith respect to the Section 423 plan,
but shall not prevent the grant of options undeoia-423 plan which do not qualify under Section 42&he Code pursuant to rules,
procedures or sub-plans adopted by the Board degignachieve desired tax or other objectives itiqudar locations outside the United
States as described in Section 23 herein.

17. APPLICABLE LAW
The Plan shall be governed by the substatdiws (excluding the conflict of laws rules) bétState of California.
18. ADJUSTMENTS UPON CHANGES IN CAPITALIZATION, DISSOLU TION, MERGER OR ASSET SALE

(a) Subject to any required action bystwekholders of Oracle, the number of shares of @omStock covered by each option under
the Plan which has not yet been exercised andutmer of shares of Common Stock which have bedmared for issuance under the Plan,
but have not yet been placed under option (collebtj the “Reserves”) as well as the price persleiiCommon Stock covered by each
option under the Plan which has not yet been esedcishall be proportionately adjusted for anyaase or decrease in the number of issued
shares of Common Stock resulting from a stock,s@iterse stock split, combination or reclassifawabf the Common Stock, or the payment
of a dividend payable in shares of Oracle’s capitatk (but only on the Common Stock) or any otherease or decrease in the number of
shares of Common Stock effected without receimtooisideration by Oracle; provided, however, thavession of any convertible securities
of Oracle shall not be deemed to have been “effiewithout receipt of consideration.” Such adjustirgrall be made by the Board, whose
determination in that respect shall be final, birgdand conclusive. Except as expressly providediimeno issue by Oracle of shares of stock
of any class, or securities convertible into shafestock of any class, shall affect, and no adjpestt by reason thereof shall be made with
respect to, the number or price of shares of Com8&took subject to an option. The Board may, ibidetermines in the exercise of its sole
discretion, make provision for adjusting the Ressnas well as the price per share of Common Stoekred by each outstanding option, in
the event Oracle effects one or more reorganizsati@tapitalizations, rights offerings or other@ases or reductions of shares of its
outstanding Common Stock.
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(b) In the event of the proposed dissolutr liquidation of Oracle, the Offering Periodht&rminate immediately prior to the
consummation of such proposed dissolution or ligti@h, unless otherwise provided by the Board,taedCompany shall return to each
participant, to the extent permitted by law, anyoants without interest (unless required by locel & determined by the Board) remainin
his or her payroll deduction account.

(c) Inthe event of a proposed sale obaBubstantially all of the assets of Oracle hermerger of Oracle with or into another
corporation, each option under the Plan shall karasd or an equivalent option shall be substitbtesluch successor corporation or a parent
or subsidiary of such successor corporation, urites8oard determines, in the exercise of its d@eretion and in lieu of such assumption or
substitution to shorten an Offering Period thepriogress by setting a new Exercise Date (the “Nger&se Date”). If the Board shortens the
Offering Period then in progress in lieu of assumpbr substitution in the event of a merger oes#lassets, the Board shall notify each
participant in writing, at least ten (10) days piim the New Exercise Date, that the Exercise Batéis or her option has been changed to the
New Exercise Date and that his or her option wéllexercised automatically on the New Exercise Datkess prior to such date he or she
withdrawn from the Offering Period as provided ic8on 10. For purposes of this Section, an opgi@mted under the Plan shall be deemed
to be assumed if, following the sale of assets erger, the option confers the right to purchaseeézh share of Common Stock subject tc
option immediately prior to the sale of assets ergar, the consideration (whether stock, cashtmratecurities or property) received in the
sale of assets or merger by holders of Common Stwakach share of Common Stock held on the effeciate of the transaction (and if st
holders were offered a choice of considerationjype of consideration chosen by the holders obgonty of the outstanding shares of
Common Stock); provided, however, that if such aberstion received in the sale of assets or mesgarnot solely common stock of the
successor corporation or its parent (as defin&eition 424(e) of the Code), the Board may, withdbnsent of the successor corporation,
provide for the consideration to be received upmr@se of the option to be solely common stocthefsuccessor corporation or its parent
equal in fair market value to the per share comatém received by holders of Common Stock as alre$ the sale of assets or merger.

19. AMENDMENT, SUSPENSION OR TERMINATION OF PLAN

The Board may at any time and for any redsominate, suspend or amend the Plan. Excepbagpd in Section 18, no such
termination can affect options previously grantaayided that an Offering Period may be terminditgdhe Board on any Exercise Date if
Board determines that the termination of the P$ain the best interests of the Company and itkbktders. Except as provided in Section
no amendment may make any change in any optioettifere granted which adversely affects the righitny participant without the cons
of the participant, except to the extent as magdisessary to qualify the Plan as an employee stoathase plan pursuant to Code Section
423 or to comply with any applicable law, regulatir rule.
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20. NOTICES

All notices or other communications by atiggpant to the Company under or in connectiorhiite Plan shall be deemed to have been
duly given when received in the form specified by Company at the location, or by the person, deségl by the Company for the receipt
thereof.

21. STOCKHOLDER APPROVAL

The Plan shall become effective upon thibezdo occur of its adoption by the Board oraigproval by the stockholders of Oracle. If
stockholder approval of the Plan is not obtainedrpo the Exercise Date for the first Offering Berunder the Plan, all options previously
granted under the Plan shall terminate on the Esefgate and all amounts accrued in each partitgpancount shall be refunded promptly,
without interest, to each participant. Wheneveclgtolder approval is sought under the Plan, eifiveits initial approval or for a subsequent
amendment, it may be obtained in any manner pexdhity applicable corporate law. If stockholder appt is required under the Code for an
amendment to the Plan adopted or proposed to jetlby the Board, such stockholder approval diebfibtained in any manner and within
the time periods required by the Code. The Boardsidiscretion, also may obtain stockholder apakfor any amendment to the Plan
adopted by or proposed to be adopted by the Boatttetextent desirable to maintain compliance WRitte 16b-3.

22. CONDITIONS UPON ISSUANCE OF SHARES

Shares shall not be issued with respeahtoption unless the exercise of such option aadsguance and delivery of such shares
pursuant thereto shall comply with all applicabteyisions of law, domestic or foreign, includingitout limitation, the Securities Act of
1933, as amended, the Exchange Act, the ruleseandations promulgated thereunder, and the reqeinésrof any stock exchange upon
which the shares may then be listed, and shallitibdr subject to the approval of counsel for tlen@any with respect to such compliance.
As a condition to the exercise of an option, thenBany may require the person exercising such optisapresent and warrant at the time of
any such exercise that the shares are being pe@cloady for investment and without any presentritite to sell or distribute such shares if,
in the opinion of counsel for the Company, suck@esentation is required by any of the aforemarticapplicable provisions of law.

23. RULES FOR FOREIGN JURISDICTIONS

(a) Notwithstanding any provision to tlentrary in this Plan, the Board may adopt ruleprocedures relating to the operation and
administration of the Plan to accommodate the $ipaeiquirements of local laws and procedures. AitHimiting the generality of the
foregoing, the Board is specifically authorizedattopt rules and procedures regarding the definadfddompensation, handling of payroll
deductions, making of contributions to the Plafoims other than payroll deductions, establishne¢fiank or trust accounts to hold payroll
deductions, payment of interest, conversion oflloaarency, obligations to pay payroll tax, withtlilg procedures and delivery of shares
which vary with local requirements.
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(b) The Board may also adopt rules, pracesior sub-plans applicable to particular Paritiig Subsidiaries or Participating Affiliates
or locations, which sub-plans may be designed toutgide the scope of Code Section 423. The rulsaah sub-plans may take precedence
over other provisions of this Plan, with the exgapbf Sections 11 and 21, but unless otherwisersguled by the terms of such sub-plan, the
provisions of this Plan shall govern the operatibsuch sub-plan. To the extent inconsistent withrequirements of Code Section 423, such
sub-plans shall be considered part of the non-4&3, Rnd the options granted thereunder shall eaimsidered to comply with Section 423.

EXHIBIT 21.01

SUBSIDIARIES OF THE REGISTRANT

Subsidiary

Oracle Argentina, S.A

Oracle Corporation (Australia) Pty. Lt
Oracle Australia Property Pty. Lt
One Meaning Pty. Ltd. (inactiv
Oracle Gmbt

Oracle (Barbados) Foreign Sales Corpora
Oracle Belgium B.V.B.A./sprl

Oracle do Brasil Sistemas Limita
Oracle Corporation Canada It

Oracle Caribbean, In

Oracle Holding Cayma

Oracle International Holding Compa
Sistemas Oracle de Chile, S.

Centro de Capacitacion Oracles Lt
Beijing Oracle Software Systems Company Limi
Oracle Colombia Limitad

Oracle de Centroamerica S.

Oracle Software d.o.(

Oracle Czech s.r.(

Oracle Danmark Ap:

Oracle Ecuador, S./

Oracle Egypt Ltd

Oracle Finland OY

Oracle France, S.A.

Concentra S.A. (inactive

Oracle Deutschland Gmb

Concentra GmbH (inactive

Oracle Hellas, S.A./Al

Oracle Systems Hong Kong Limit
Oracle Systems China (Hong Kong) Limit
Oracle Hungary Kft

Oracle Software India Ltc

Oracle Solution Services (India) Private L
PT Oracle Indonesi

Oracle East Central Europe Limit
Oracle EMEA Limitec

Oracle Technology Compat

Oracle Software Systems Israel Limit
Oracle Italia S.R.L

Oracle Corporation Jap:

Oracle Systems (Korea), Lt

Oracle Corporation Malaysia Sdn. Bl
Oracle MSC SDN BhL

Oracle de Mexico, S.A. de C.

Oracle Nederland B.\

Oracle Distribution B.V

Oracle Licensing B.V

Tinoway Nederland B.V. (inactive

Country of Incorporation

Argentina
Australia
Australia
Australia
Austria
Barbados
Belgium

Brazil

Canade

Puerto Ricc
Cayman Island
Cayman Island
Chile

Chile

China
Colombia
Costa Rice
Croatia

Czech Republir
Denmark
Ecuador

Egypt

Finland

France

France
Germany
Germany
Greece

Hong Kong
Hong Kong
Hungary

India

India
Indonesie
Ireland

Ireland

Ireland

Israel

Italy

Japar

Korea
Malaysia
Malaysia
Mexico

The Netherland
The Netherland
The Netherland
The Netherland



Subsidiary

Oracle Scheduler BV (inactivi

Oracle East Central Europe Services
Oracle Holding Antilles N.V

Oracle New Zealand, Lt

Oracle Norge A
Oracle del Peru, S./

Oracle Philippines, Inc
Oracle Polska, Sp.z.o.
Oracle Portug—Sistemas de Informacao Lc

Saudi Oracle Limites

Oracle Corporation Singapore Pte. L

Oracle Corporation (Singapore) Holdings Pte. |
Oracle Slovensko spol. s.r.

Oracle Software d.o.o., Ljubljana, Slove
Oracle Corporation (South Africa)(Pty) Limits

Oracle Iberica, S.R.L
Oracle Svenska Al
Drutt Svenska AE

Oracle Software (Switzerland) LL

Oracle AG

Oracle Corporation (Thailand) Co. Lt
Oracle Bilgisayar Sistemleri Limited Sirke
Oracle Systems Limite

Oracle APSS Trustee Limite

Oracle Corporation UK Limite:

Oracle Corporation Nominees Limit:

Oracle Resources Lt

Oracle Corporation OLAP, Lt
Oracle EMEA Management Lt
Oracle Promotions Limite

One Meaning, Ltd
Concentra Limitec

Relational Software Limite

Versatility UK Ltd.

Versatility Virgin Islands, Inc

Oracle Uruguay, S.A

Oracle de Venezuela, C..
Oracle Vietnam Pty. Ltc

3Cube, Inc
Business OnLine, Inc
Carleton Corporatio

Concentra Software Corporati
Datalogix International, Inc
Delphi Asset Management Corporati

Drutt Corporatior

Graphical Information, Inc
Healthcare Acquisition | Corporatic
OIC Acquisition | Corporatiot

OIC Acquisition Il Corporatior

One Meaning, Inc

Oracle IV Centrum Holding Compal
Oracle Acquisition | Corporatio

Country of Incorporation

The Netherland
The Netherland
Netherlands Antille:
New Zealanc
Norway
Peru
Philippines
Poland
Portugal
Saudi Arabie
Singapore
Singapore
Slovakia
Slovenia
South Africa
Spain
Sweder
Sweder
Switzerland
Switzerland
Thailand
Turkey
United Arab Emirate
UK

UK

UK

UK

UK

UK

UK

UK

UK

UK

UK

U.S. Virgin Islands
Uruguay
Venezuele
Vietnam
Delaware
Delaware
Minnesota
Delaware
New York
Nevads
Delaware
Florida
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



Subsidiary Country of Incorporation

Oracle Cable, Inc Delaware
Oracle China, Inc California
Oracle Credit Corporatic California
Oracle Holdings, Inc Delaware
Oracle International Corporatic California
Oracle International Investment Corporat California
Oracle Japan Holding, In Delaware
Oracle Taiwan, Inc California
Oracle Tutor Corporatio California
OracleMobile, Inc Delaware
RSIB, Inc. Delaware
Strategic Processing Corporati lllinois

Treasury Services Corporati California
Versatility, Inc. Delaware

EXHIBIT 23.01
CONSENT OF ERNST & YOUNG LLP, INDEPENDENT AUDITORS

We consent to the incorporation by reference inRbgistration Statements (Form S-8 No.’s 33-1638933564, 33-44702, 33-51754, 33-
53349, 33-53351, 33-53355, 333-18997, 333-19003;43935, 333-63315, 333-74973, 333-74977, 333-75883-75679, 333-83299, 333-
83305, 333-96035, 333-34022, 333-43836, and 33%)3df our report dated June 18, 2002, with resfzettie consolidated financial
statements and schedule of Oracle Corporationdeclin the Annual Report on Form 10-K for the yeaded May 31, 2002.

/s/ ERNST& Y OUNG
Walnut Creek, California
July 23, 2002
EXHIBIT 23.02

NOTICE REGARDING CONSENT OF ARTHUR ANDERSEN LLP

Section 11(a) of the Securities Act of 1933, asraaied (the “Securities Act”), provides that if amgripof a registration statement at the time
such part becomes effective contains an untruerstgit of a material fact or an omission to stateaerial fact required to be stated therei
necessary to make the statements therein not mistgaany person acquiring a security pursuantiah segistration statement (unless it is
proved that at the time of such acquisition suailsgeknew of such untruth or omission) may sue,rajraihers, every accountant who has
consented to be named as having prepared or edréfiy part of the registration statement, or asggrepared or certified any report or
valuation which is used in connection with the ségition statement, with respect to the statenmestich registration statement, report or
valuation which purports to have been preparecedified by the accountant.

This Form 10-K is incorporated by reference int@€e Corporation’s filings on Form S-8 Nos. 33-19,/33-33564, 33-44702, 33-51754,
33-53349, 33-53351, 33-53355, 333-18997, 333-19883,41935, 333-63315, 333-74973, 333-74977, 3FD75333-75679, 333-83299,
333-83305, 333-96035, 333-34022, 333-43836 and7x330 (collectively, the “Registration Statementsig, for purposes of determining
any liability under the Securities Act, is deemedbé a new registration statement for each Regmtr&tatement into which it is incorporated
by reference.

On April 9, 2002, Oracle dismissed Arthur AnderséR as its independent auditor and appointed E&ngoung LLP to replace Arthur
Andersen. Oracle’s understanding is that the sfatfie Securities and Exchange Commission has tiieeposition that it will not accept
consents from Arthur Andersen if the engagemerthpaand the manager for the Oracle audit are mgeiowith Arthur Andersen. Both the
engagement partner and the manager for the Oradleae no longer with Arthur Andersen. As a res0facle has been unable to obtain
Arthur Andersen’s written consent to the incorpamaby reference into the Registration Statemehits @udit report with respect to Oracle’s
financial statements as of May 31, 2001 and 20@0fanthe years then ended. Under these circumssaiule 437a under the Securities Act
permits Oracle to file this Form 10-K without a tieh consent from Arthur Andersen. As a result, &éesv, Arthur Andersen will not have
any liability under Section 11(a) of the Securithes for any untrue statements of a material facttained in the financial statements audited
by Arthur Andersen or any omissions of a mateaat fequired to be stated therein. Accordingly, yawld be unable to assert a claim
against Arthur Andersen under Section 11(a) ofSkeurities Act for any purchases of securities utite Registration Statements made on or
after the date of this Form 10-K. To the extentved in Section 11(b)(3)(C) of the Securities Auiwever, other persons who are liable
under Section 11(a) of the Securities Act, inclgdine Company’s officers and directors, may sty ron Arthur Andersen’s original audit
reports as being made by an expert for purposestablishing a due diligence defense under Setfi¢in) of the Securities Act.

End of Filing
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