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Forward-Looking Statements

In addition to historical information, this Annugeport on Form 10-K contains forwalabking statements that involve risks and uncetiees
that could cause our actual results to differ niallgr 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 Conditiondd&Results of Operations—Factors
That May Affect Our Future Results or the Markat®iof Our Stock.” When used in this report, theadg‘expects,” “anticipates,” “intends,”
“plans,” “believes,” “seeks,” “estimates” and sianilexpressions are generally intended to identifwérdiooking statements. You should 1
place undue reliance on these forward-looking states, which reflect our opinions only as of theedzf this Annual Report. We undertake
no obligation to publicly release any revisionstte forward-looking statements after the date isf dlocument. You should carefully review
the risk factors described in other documents ledfifom time to time with the Securities and Exapai€ommission, including the Quarterly
Reports on Form 10-Q to be filed by us in our 268&al year, which runs from June 1, 2004 to May Z105.

PART |

ltem 1. Business
General

We are the world’s largest enterprise software camgpWe develop, manufacture, market, distributt service database software and
infrastructure software, including application sar\collaborative software and development toblat belp our customers manage and grow
their businesses and operations. We also offentegriated suite of business applications software.

Our goal is to provide a wide range of custometh wtalable, reliable and secure database technetiftyvare and integrated business
applications software that give them transacti@ffétiency and quality information at a low totadst of ownership.

We seek to be an industry leader in each of theifiperoduct categories in which we compete andxpand into new and emerging mark
In fiscal 2004, we focused on improving our maresition and enhancing our portfolio of productd arrvices as described below.

Oracle Corporation was incorporated in 1986 aslavzgre corporation and is the successor to opastoiginally begun in June 1977.
Tender Offer for PeopleSoft, Inc.

On June 9, 2003, we commenced an unsolicited $J&06hare, or approximately $5.1 billion, tendiéerdfor all of the outstanding shares
common stock of PeopleSoft, Inc., a Delaware cafimm. On June 18, 2003, we increased the valoeiofender offer to $19.50 per share or
approximately $6.2 billion. In connection with Péfpoft’s acquisition of J.D. Edwards & Company, PeopleBsfied additional shares of
stock, which increased the value of our offer tpragimately $7.5 billion. On February 4, 2004, wereased the value of our tender offer to
$26.00 per share or approximately $9.4 billion.\bay 14, 2004, we revised the value of our tendfardd $21.00 per share, or
approximately $7.7 billion. Our tender offer wikkgire on July 16, 2004, unless we extend the offer.

In connection with the tender offer, we have beamed as a defendant in various legal proceedingsiding civil antitrust lawsuits filed by
the U.S. Department of Justice and several staimals general seeking to block our acquisitioR@bpleSoft, and we may be a party to
additional legal proceedings in the future. While butcome of these matters cannot be predictddogitainty, we believe we have
meritorious defenses to these actions, and wevigidrously defend them.

Software and Services

We are organized into two businesses, which atbduiorganized into five operating segments. Oftware business is comprised of two
operating segments: (1) new software licenses 2nsoftware license updates
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and product support. Our services business is dsatof three operating segments: (1) consultidgafvanced product services, and
(3) education. Our software business representéa 78% and 73% of total revenues and our servigesbss represented 21%, 24% and
27% of total revenues in fiscal 2004, 2003 and 20€2pectively.

Software Business

New Software Licenses

New software licenses include the licensing of base technology software and applications softwaue.software platform is based on
internet architecture comprised of interconnectadlolse servers, application servers and clienpatars or devices running web browsers.
This architecture permits end users to access éssitiata and applications through standard webdarswwhile allowing enterprises to
manage business information and applications frentralized locations. Database servers managenteriying business information, while
application servers run the business applicatibhese servers are typically managed by professiof@imation technology managers. In
contrast, traditional client/server computing aretiiures require that each client computer runraadage its own applications and also be
updated every time an application changes. We\metigat the network-centric design of our softwlareinternet computing improves
network performance and data quality and helpscastomers better control installation, maintenaaroe training costs associated with
information technology infrastructure. Our integ@@tcomponenbased architecture can be adapted to the speeiidsnof any industry and
supported on many different operating systemsuding Linux, UNIX and Windows.

New software license revenues include all feeseshfrom granting customers licenses to use ouwsoft products and exclude reven
derived from software license updates and produympart. The standard end user software licenseeagget for our products provides for an
initial fee to use the product in perpetuity basach maximum number of processors, named usether metrics. We also have other types
of software license agreements restricted by tmelraun of employees or the license term. New softWaesise revenues also include other
revenues, which consist of documentation and ni&oebus revenues. New software license revenuesseamted 35%, 35% and 36% of total
revenues in fiscal 2004, 2003 and 2002, respegtivel

Oracle Information Architecture

The Oracle Information Architecture, which undesl@mur database, application server and applicatisiistegrated, modular, and based on
industry standards. The architecture is designetintinate information fragmentation and to provitenpanies with the consolidated
information they need to run their businesses raffectively. Unlike proprietary, mainframe-type hitectures, the Oracle Information
Architecture is open and provides basic integraioross multiple applications, whether Oracle’sthiers, thereby allowing users to create a
single, integrated information technology infrastture. The foundation for the Oracle Informatiorclitecture is a grid computing
infrastructure that dynamically provisions procaggbower and storage to keep applications runmmgpshly and without interruption.

Database Technolog

Our database technology software provides a platfor developing and deploying applications onititernet and on corporate intranets.
Database technology software products include dammmanagement software, application server sadtwatlaboration software and
development tools that allow users to create,eetrand modify the various types of data storemldomputer system. In fiscal 2004, we
released a new version of our database technolufgyage, Oracle 10g. New software license reverffitgga database technology products
represented 29%, 28% and 29% of total revenue82¥tg 81% and 80% of new software license revenuéisdgal 2004, 2003 and 2002,
respectively.
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Oracle Database

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

The Oracle Database can run applications with y ligih degree of scalability and reliability acrassltiple computers clustered together.
Designed for enterprise grid computing, Oracle base 10g with Real Application Clusters acts daglesdatabase in a cluster of computers
that are linked together. Oracle Database 109 doesequire data to be separated on multiple coempu€ustomers can simply add
computers to the cluster, and the database softdagts to utilize the additional computing resear¢hereby significantly improving
application scalability and availability withoutoeiring users to modify their applications. Custosnean achieve significant cost savings by
scaling up and eliminating fail-over servers, agdibing lower-cost hardware as the basis of thetetuinstead of larger, more expensive
computers.

Oracle Database 10g also contains self-diagnosidgalf-tuning features, as well as features theitifate customers’ ability to build, deploy
and manage internet applications at lower costs.KBy features of the Oracle Database include ivgatalatabase availability, functionality,
enhanced security capabilities and an integratedstructure for building business intelligence laggions.

Oracle Application Server

The Oracle Application Server, a consolidated safenplatform based on industry standards, malessier for developers to build and
deploy web services, web sites and portals andhasied applications. The Oracle Application Seruppsrts a range of development
languages and tools, including the latest J2EEn@ogies. Designed for grid computing, Oracle Apation Server 10g incorporates
clustering and caching technology, which signifitaimcreases application reliability, performansegcurity and scalability.

The Oracle Application Server comes with an integgfaset of business intelligence software includingcle Discoverer, Oracle Reports and
Oracle Clickstream. Oracle Discoverer is an inteitiveb-based ad hoc query, reporting and analysiddr end users. Oracle Reports offers
an enterprise-reporting tool for the productiorhigfh quality reports. Oracle Clickstream providdadility to analyze web site traffic.
Additionally, the new Identity Management optiom @racle Application Server 10g Standard Editiorkesait easier for companies to
manage multiple identities and access privilegdschvhelps to safeguard information, critical sys$eand applications against unauthorized
access.

The Oracle Application Server also includes Portdlich allows personalized portal sites to be rigpildveloped and deployed, all with sin
sign on and security. Portal sites are assembiiad tigortlets,” which are reusable interface comguais that provide access to web-based
resources such as applications, business intetligerports, syndicated content feeds and outsosafédare services. With the wireless
capability of Oracle Application Server 10g EntésprEdition, portal sites can be made availablntpwireless device.

Oracle Collaboration Suite

Oracle Collaboration Suite is a single, integrageitie that manages email and voicemail messagesinfies, calendaring, file sharing, search
and workflow. The Oracle Collaboration Suite celites administration and lowers operating costsdmysolidating email and file servers.
Additionally, users are provided with one folder fbeir email, files, voicemail and facsimile megss. The Oracle Collaboration Suite is k
on the Oracle 9i Database and Oracle 9i Applicaierver, supports enterprise-scale implementatams pffers high-availability features

like rapid server failover, disaster recovery aotbemated backup. With Oracle Collaboration Suitera access all their communications
content via desktop applications, the internetspeal digital assistants or mobile phones, impm@wommunication and collaboration.
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Oracle Developer Suite

Oracle Developer Suite is an integrated suite weligment tools designed to facilitate rapid depeient of internet database applications
and web services. The Developer Suite containgcghigin development and business intelligence tantsis built on internet standards such
as Java, J2EE, XML and HTML.

The Developer Suite includes Oracle JDevelopeava development environment for modeling, builditehyugging and testing enterprise-
class J2EE applications and web services. In addithe suite contains Oracle Designer, a toolaHatws developers to model business
processes and automatically generate enterpriabatsd applications, and Oracle Forms Developeryealopment tool for building database
applications that can be deployed unchanged inibtéinet and client/server based environments.

The Developer Suite also includes Oracle WarehBusleer to consolidate fragmented data and meta@asehine understandable
information for the web) pulled from packaged aggiions, custom applications and legacy applicati@racle Warehouse Builder enables
developers to graphically design the multidimenalatatabase schema and to automatically generdtimad the data warehouse.

Oracle Data Hub

Data hubs serve as repositories for metadata dbewnterprise, defining key business objects sisatustomers, products, and employees.
The Oracle Customer Data Hub is a packaged solth&rnenables companies to create a single ergerpuistomer database by consolidating
customer data from heterogeneous systems. Aftatdteeis consolidated into the central customen ditre, it can be standardized, cleansed
and enriched by use of embedded functionality aed tised by other applications with near-real-tyrchronization. The Oracle Customer
Data Hub can operate independently of Oracle agijdics and can be deployed even in non-Oracle e@mvients. The Oracle Customer Data
Hub differs from a data warehouse in that it pregithear-real-time access to customer data witheutéed to move data between the
transaction system and a data warehouse. The GZastemer Hub is designed to help companies gaonglete and consistent view of a
customer across all transaction systems. We emvibim creation of additional hubs to consolidaferimation related to products, suppliers,
employees, or other metadata from a variety ofesgstand applications.

Applications

We offer a fully integrated suite of applicatiottse Oracle E-Business Suite, built upon a unifiddrimation architecture. Applications
software includes financials, projects, marketsajes, order management, procurement, supply amainyfacturing, service and human
resources, which can be accessed with standardre@isers and can be used to automate businessspescand provide business
intelligence. New software license revenues fromliaptions software represented 6%, 7% and 7%taf tevenues and 18%, 19% and 20%
of new software license revenues in fiscal 2009328nd 2002, respectively.

The Oracle E-Business Suite, which is offered ssite or on a component basis, provides integraéerprise information that enables
companies to manage their business cycles on aldbalsis and to solve end-to-end business problems.

The Oracle E-Business Suite utilizes Oracle’stikthnology stack, including database, applicatemmes and developer tools. TheBtisines:
Suite is an open architecture, which can be integrto third party and legacy applications thaseixi a customer’s environment.

The Oracle E-Business Suite applications combirsgniesgs functionality with innovative technologissch as workflow and self-service
applications, that enable users to lower the cbtair business operations by providing customa&uppliers 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 processasated with financials, projects, marketingesabrder management, procurement,
supply chain, manufacturing, service and humanuress.
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Available in approximately 30 languages, Oracle'Business Suite applications also allow comparaesperate in multiple currencies and to
support both global and local business practicedegal requirements.

Software License Updates and Product Support

Software license updates provide customers withtsitp unspecified software product upgrades, raaanice releases and patches released
during the term of the support period, which isi¢gly one year. Product support includes inteaesiess to technical content, as well as
internet and telephone access to technical supposbnnel. Product support is provided by locateff, as well as by our four global support
centers located around the world. Software licemmtates and product support are generally pricedpscentage of the net new software
license fees. Software license updates can be @sedrseparately from product support; however, cudyomers who purchase software
license updates can purchase product support. Sulasty all of our customers purchase softwarerige updates and product support when
they acquire new software licenses. In additiobstantially all of our customers renew their sofevicense updates and product support
contracts annually. Software license updates aodyat support revenues represented 44%, 41% and8%tal revenues in fiscal 2004,
2003 and 2002, respectively. We believe that sofliaense updates and product support revenuésanilinue to grow as we anticipate that
a substantial majority of our customers will rertiair product support contracts and the sale of s&fiware license will increase our
subscription base.

Services Business

Consulting

Through Oracle Consulting, we globally deploy pesienals who specialize in the design, implememtatieployment, upgrade and
migration services for our database technologyapplications software. We focus on implementindgvgafe with a number of consulting
accelerators such as preconfigured business flaiwsf which increase the pace at which our custsraehieve value from our applications.
Our consulting services help customers consolittegie information technology operations, integrdigparate systems and increase the
security of their data assets. Consulting reveneleesented 16%, 19% and 21% of total revenuasdalf2004, 2003 and 2002, respectively.

Advanced Product Services

Advanced product services are comprised of Oraal®&mand (formerly Oracle Outsourcing) and advamreduct support services. Oracle
On Demand offers services for our products thromughthree core offerings; E-Business Suite On Daim&echnology On Demand and
Collaboration Suite On Demand. Customers may chtibkave the core services delivered either atl®rathere we manage our
applications, database, as well as the system amhivare administration, or at a Customer designiatation, which allows us to manage
applications and database remotely. With eitheraggh, by allowing us to manage availability, séguperformance, change and problem
management for our software, customers can lowerriration technology costs and improve their bussnefficiency. Our advanced product
support services assist customers in configuraimhperformance analysis, personalized supporaandal on-site technical services.
Advanced product services revenues represente@@and 3% of total revenues in fiscal 2004, 2008 2002, respectively.

Education

Through Oracle University, we provide training testomers, partners and employees as part of ogianisf accelerating the adoption of
Oracle technology around the world. Operating dwatpproximately 860 Oracle classrooms and 400 dgfipartner classrooms, Oracle
University trains more than 400,000 students irt@3ntries each year on Oracle technology. Ouritrgiis provided primarily through public
and private instructor-led classroom events, batie made available through a variety of onlinerses and self paced media training on CD-
Roms. Oracle University’s curriculum is entirelyadle-based, covering the latest Oracle Databaggljcation Server, Developer Suite,
Collaboration Suite and E-Business Applicationg&ui
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products. At any given time, there are more thahi86tructor-led courses, more than 1,000 houmnbhe course content and more than
200 CD-Rom based course titles available. Thisiauium is continuously updated for the latest vamnsiof our software products. Education
revenues represented 2%, 3% and 3% of total regdnuescal 2004, 2003 and 2002, respectively.

Marketing and Sales
Sales Distribution Channels

In the United States, we market our products andcas primarily through our own direct sales aad/&e organization. Sales and service
employees are based in our headquarters and ihdfifites located in approximately 55 metropolitaras.

Outside the United States, we market our produatssarvices primarily through our subsidiary saled service organizations. Our
subsidiaries license and support our productsair thcal countries as well as within other foregpuntries where we do not operate through
a direct sales subsidiary.

We also market our products worldwide through iedirchannels. The companies that comprise oureicidahannel network are members of
the Oracle Partner Network. Our partners resellppoducts or combine our database, developmerg toal applications with computer
hardware, software application packages or serfmesubsequent redistribution and/or implementatio

The Oracle Partner Network allows us to pursue besiness opportunities through partners as wellithsdirect customers. Partners in the
program include consultants, education providetgrnet service providers, network integratorseltess, independent software vendors and
system integrators/implementers. Partners canpald@ipate in the Oracle Technology Network. Tjmiegram is specifically designed for the
database administrator, internet developer andagtigins suite user communities. We provide appitics, technology, education and
technical support that enable our partners to tiffely integrate our products into their businefferings. The combination of the Oracle
technology stack, the Oracle E-Business Suite amnghartners’ expertise broadens our exposure inmavkets.

I nternational

We have offices in more than 70 countries and conblusiness worldwide. We believe our geographiemity allows us to draw on busin
and technical expertise from a worldwide workfongmvides stability to our operations and revertueass to offset geography-specific
economic trends and offers us an opportunity te &dkvantage of new markets for maturing products.résults of operations could be
affected by economic and political uncertainty bamrges in the laws or policies in the countriewliich we operate and by macroeconomic
changes, including currency rate fluctuations, seimns and inflation.

Seasonality

General economic conditions have an impact on asinless and financial results. The markets in wiietsell our products and services
have, at times, experienced weak economic conditioat have negatively affected revenues. Our guantesults reflect distinct seasonality
in the sale of our products and services, as axannges are typically highest in our fourth fiscahger and lowest in our first fiscal quarter.
See “Quarterly Results of Operations” in the Mamaget’s Discussion and Analysis of Financial Comditand Results of Operations section
of this Form 10-K for a more complete descriptidhe seasonality of our revenues and expenses.

Customers

Our customer base consists of a significant nurabbusinesses of many sizes, government agendasatonal institutions and resellers.
Our primary industry markets include defense ancegument, education, financial services, technaltignsportation, life sciences,
telecommunications, manufacturing and healthcacesiNgle customer accounted for 10% or more ofmaes in fiscal 2004, 2003 or 2002.
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Competition

The software industry is intensely competitive ampidly evolving. We compete in various marketduding the database management
system, data warehouse, collaboration, applica#maer, development tools, applications, consultaycation and outsourcing markets.
Total cost of ownership, performance, functionalégse of use, product reliability, security andldy of technical support are the key
competitive factors that face us in each of theketarin which we compete.

Our principal software competitors in the databasmagement system and collaboration markets azehational Business Machines
Corporation and Microsoft Corporation. In the datrehousing market, our online analytical procagsgiroducts compete primarily with
those of Business Objects S.A., Cognos Incorporatgderion Solutions Corporation and NCR Corponatim the application server market,
our competitors include BEA Systems, Inc., IBM, kisoft and SAP Aktiengesellschaft Systeme. In #xetbpment tools market, we
compete primarily against Borland Software CorpgoratiIBM and Microsoft. In the applications market compete against Lawson
Software, Inc., Microsoft, PeopleSoft, SAP, SieBgétems, Inc. and many other application providessyell as outsourced and in-house
solutions for customers. We may also face competith the open source software initiatives, in vilhtiompanies such as JBoss and MySQL
provide software and intellectual property freerae internet. Among the business process outsositbat we compete against include
Automatic Data Processing, Inc., Fidelity Investiseeridian Corporation, Hewitt-Cyborg Limited amithers. In the consulting and
technical outsourcing markets, we periodically cetepagainst Accenture Ltd., Electronic Data Syst€mporation, IBM Global Services
and other smaller service providers.

Research and Development

We develop the majority of our products internaltycertain circumstances, we also purchase ondieéntellectual property rights. Internal
development allows us to maintain technical contkar the design and development of our producesh@éve a number of United States and
foreign patents and pending applications thateetatarious aspects of our products and technoMyle we believe that our patents have
value, no single patent itself is essential tou®a@ny of our principal business segments.

Research and development expenditures were 13%ab8%1% of total revenues in fiscal 2004, 2003 200R, respectively. As a
percentage of new software license revenues, idsaad development expenditures were 36%, 36% a¥%dil3 fiscal 2004, 2003 and 2002,
respectively. Rapid technological advances in hardvand software development, evolving standardsimputer hardware and software
technology, changing customer needs and frequenpneduct introductions and enhancements charaeténe software markets in which
compete. We plan on continuing to dedicate a dicanit amount of resources to research and develupafferts to maintain and improve c
competitive position in these markets.

Employees

As of May 31, 2004, we employed 41,658 full-timepdoayees, including 24,760 in sales and services,iiifnarketing, 11,436 in research
and development and 4,705 in general and admitiistrpositions. Of these employees, 16,659 weratémtin the United States and 24,999
were employed internationally.

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

Available Information

Our Annual Report on Form 10-K, Quarterly ReporisForm 10-Q, Current Reports on Form 8-K and amemdsto reports filed pursuant
to Sections 13(a) and 15(d) of the Securities ExghaAct of 1934, as amended, are available fredafge on our Investor Relations web
at www.oracle.com/investor as soon as reasonahlgtipable after we electronically file such matewdh, or furnish it to, the Securities and
Exchange Commission. The information posted onnaly site is not incorporated into this Annual Reépor

7




Table of Contents

Executive Officers of the Registrant

Our executive officers are as follows:

Name

Lawrence J. Ellisol
Jeffrey O. Henle
Safra A. Cat:

Charles E. Phillips, Jr

Office(s)
Chief Executive Officer and Direct

Chairman of the Board of Directors, Executive VRresident and Chief Financial Offic
President and Directc
President and Directt

Keith G. Block
Sergio Giacolett
Michael S. Roch:i
Charles A. Rozws
Derek H. Williams
Ronald A. Wohl
Daniel Cooperma
Jennifer L. Mintor

Executive Vice President, North America Sales andgdlting

Executive Vice President, Europe, Middle East afiicA Sales and Consultir
Executive Vice President, Global Support Serv

Executive Vice President, Server Technolog

Executive Vice President, Asia Pacific Sales and€Dtiing

Executive Vice President, Applications Developrr

Senior Vice President, General Counsel and Segr

Senior Vice President, Finance and Operat

Mr. Ellison, 59, has been Chief Executive Officada Director since he founded Oracle in 1977.Bllison served as Chairman of the Bc
from May 1995 to January 2004 and from May 1990l @dtober 1992. He served as President from Magg81® July 1996.

Mr. Henley, 59, has been an Executive Vice Presidad Chief Financial Officer since March 1991, bassed as a Director since June 1995
and has been the Chairman of the Board since Ja2084. Prior to joining us, he served as Execuifice President and Chief Financial
Officer of Pacific Holding Company, a privately Hedompany with diversified interests in manufacatgrand real estate, from August 198t
February 1991.

Ms. Catz, 42, has been a President since Janu@dy&t has served as a Director since October Z)@ served as an Executive Vice
President from November 1999 to January 2004 ani6¥ice President from April 1999 to October 1989ior to joining us, Ms. Catz was
employed by Donaldson, Lufkin & Jenrette, a glabakstment bank, where she was a Managing Dirdicior February 1997 to March 19¢

Mr. Phillips, 45, has been a President and hasdeas a Director since January 2004. He servedesuBive Vice President Strategy,
Partnerships, and Business Development, from M&g 20 January 2004. Prior to joining us, Mr. Ppgliwas with Morgan Stanley & Co.,
Incorporated, a global investment bank, where he avislanaging Director from November 1995 to May2@6ad a Principal from December
1994 to November 1995. From 1986 to 1994, Mr. Risivorked at various investment banking firms oal\V8treet. Prior to that,

Mr. Phillips was an information technology officas a Captain with the United States Marine Corps.

Mr. Block, 43, has been Executive Vice PresidemtithlAmerica Sales and Consulting since SeptemB@2 2nd Executive Vice President,
North America Consulting since February 2002. MndR served as Senior Vice President of North Amseeffommercial Consulting al
Global Service Lines from June 1999 until Janu&§2 He served as Senior Vice President of the Cential Consulting Practice from
April 1999 until May 1999. Mr. Block was Group Viégesident, East Consulting from June 1997 untildidd999. Prior to joining us in
1986, Mr. Block had been a Senior Consultant atzBédlen and Hamilton.

Mr. Giacoletto, 54, has been Executive Vice Pradifier Europe, Middle East and Africa since Jun@@@nd Senior Vice President, Busir
Solutions since November 1998. He was Vice Presiddiiances and Technology from March 1997 to Naer 1998. Before joining us, he
had been President of AT&T Solutions for EuropesiAugust 1994. Previously, he spent 20 years igfital Equipment Corporation in
various positions in European marketing and sesvice
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Mr. Rocha, 39, has been Executive Vice Presideloty& Support Services since December 2002 aneédears Senior Vice President, Global
Support Services & Platform Technologies from Delsen2001 to November 2002. Mr. Rocha joined us9i89land has held various
positions in business planning, engineering andyecbmanagement including Senior Vice Presidemtféim Technologies from August
1998 to November 2001 and Vice President, Portichiiologies from September 1997 to July 1998.

Mr. Rozwat, 56, has been Executive Vice Presidgetyer Technologies since November 1999 and seav&knior Vice President, Database
Server from December 1996 to October 1999. Mr. Ra=zgrved as Vice President of Development from Y285 to November 1996. Prior
to joining us, he spent 17 years in various pas#tiat Digital Equipment Corporation.

Mr. Williams, 59, has been Executive Vice Presidésia Pacific since October 2000 and Senior VieeskEent, Asia Pacific from July 1993
to October 2000. Mr. Williams served as Vice PresigAsia Pacific from April 1991 to July 1993. Mkilliams joined Oracle United
Kingdom in October 1988 and served as Regionaldre Strategic Accounts from October 1988 to ApED1.

Mr. Wohl, 43, has been Executive Vice Presidenplisations Development since November 1999 andesktas Senior Vice President,
Applications Development from December 1992 to ®etdl999. From September 1989 until December 1992WWohl was Vice President
and Assistant General Manager of the Systems Pr@lvision. Mr. Wohl joined Oracle in 1986.

Mr. Cooperman, 53, has been Senior Vice Presi@erigral Counsel and Secretary since February Fafi.to joining us, Mr. Cooperman
had been associated with the law firm of McCutchwoyle, Brown & Enersen (which has since becomegBam McCutchen LLP), from
October 1977 and had served as a partner sincel3&3e From September 1995 until February 1997 ,@doperman was Chair of the law
firm’s Business and Transactions Group and fromilA@89 through September 1995, he served as thmilag Partner of the law firm’s
San Jose office.

Ms. Minton, 43, has been Senior Vice Presidentai@e and Operations since October 2001. She sasv8dnior Vice President and
Corporate Controller from April 2000 to Septemb@62 and Vice President and Corporate Controllenfiddovember 1998 to March 2000.
Ms. Minton joined us in May 1989 and has held vasipositions in the finance organization includhssistant Corporate Controller and was
a Vice President since August 1995.

Item 2.  Properties

Our properties consist of owned and leased officdifies for sales, support, research and devetsintonsulting and administrative
personnel. Our headquarters facility consists pf@aamately 2.5 million square feet in Redwood CiBalifornia. We also own or lease offi
facilities consisting of approximately 8.4 milligguare feet in various locations in the Unitede&3taind abroad.

We believe that our facilities are adequate foraurent needs and that suitable additional ortgubes space will be available as needed to
accommodate expansion of our operations.

Item 3.  Legal Proceedings

The material set forth in Note 17 of Notes to Cdidsted Financial Statements in Item 15 of thisrfr@0-K is incorporated herein by
reference.

ltem 4.  Submission of Matters to a Vote of Security Holder:

None.
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PART Il

ltem 5.  Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Our common stock is traded on The Nasdaq Natioreak®dt under the symbol “ORCL” and has been tradeasdaq since our initial public
offering in 1986. According to the records of otantsfer agent, we had 26,514 stockholders of regsaf May 31, 2004. 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 stockholders $s lgnan two million due to stockholders with acdswat more than one brokerage. The

following table sets forth the low and high saleerf our common stock, based on the last daily, & each of our last eight fiscal quarters.

Low Sale High Sale
Price Price

Fiscal 2004

Fourth Quarte $11.2:¢ $13.0¢

Third Quartel 12.4C 14.8¢

Second Quarte 11.2¢ 13.7¢

First Quartel 11.2¢ 13.6¢
Fiscal 2003

Fourth Quarte $10.6¢ $13.2¢

Third Quartel 10.5¢ 13.11

Second Quarte 7.64 12.1¢

First Quartel 7.32 11.1¢

Our policy has been to reinvest earnings to furidréugrowth and to repurchase our common stockupmtso a program approved by our
Board of Directors. Accordingly, we have not pagsie dividends and do not anticipate declaring dasdends on our common stock in the
foreseeable future.

In the fourth quarter of fiscal 2004, we sold agragate of 16,511 shares of our common stock g¢ibédi employees of Oracle EMEA
Limited, an indirect subsidiary of the Company, véte participants in the Oracle Ireland ApprovedfiP6haring Scheme (the Ireland AP
at an aggregate purchase price of approximately $20. We purchased the shares in the open marites aame price the shares were sold
to the Ireland APSS participants and paid custorbesiterage commissions of approximately $2,00mection with the purchase. There
were no underwriting discounts or commissions innextion with the sale. The Ireland APSS permitelagible employee to receive shares
of common stock in a tax efficient manner as aiporof such employee’s bonus, as well as to couteila portion of their base salary and
Flex Euro allowance towards the purchase of addhfishares in certain circumstances. The secudtie$eld in trust for the employees for a
minimum of two years. The shares of common stoctevaéfered and sold in reliance upon Section 4{2he Securities Act of 1933, as
amended, and the safe harbor provided by Rule BB2gulation S under the Securities Act, to empsyef Oracle EMEA Ltd who are not
“U.S. Persons” as that term is defined in Regutago

Stock Repurchase Program

In 1992, our Board of Directors approved a progtamepurchase shares of our common stock to retthecdilutive effect of our stock option
and stock purchase plans. The Board has expandedphrchase program several times by either intrgdhe authorized number of shares
to be repurchased or by authorizing a fixed dalaount expansion, most recently in April 2003. Fitbminception of the stock repurchase
program to May 31, 2004, a total of 1,674.3 millglmares have been repurchased for approximately $llion. At May 31, 2004,
approximately $1.3 billion was available to repuasé shares of our common stock pursuant to thk stparchase program.
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The following table summarizes the stock repurclaatiwity for the three months ending May 31, 2084d the approximate dollar value of
shares that may yet be purchased pursuant todble itpurchase program:

Total Number of Approximate Dollar
Total Number Average Price Shares Purchased as Vawf Shares that
of Shares Paid Per Part of Publicly May Yet Be Puricased
(in millions, except per share amounts) Purchased h@re Announced Program Under the Program
March 1, 200« March 31, 200: 13t $11.82 13.t $1,563.:
April 1, 2004- April 30, 2004 15.5 12.2¢ 15.5 1,372t
May 1, 2004- May 31, 200 10.k 11.5] 10.t 1,251.¢
Total 39.5 $11.9:2 39.t
— — —

Item 6. Selected Financial Data

The following table sets forth selected financiatadfor the last five years. This selected findnd#a should be read in conjunction with the
consolidated financial statements and related rintdsded in Item 15 of this Form 10-K.

As of and for the Fiscal Year Ended May 31,

(Dollars in millions, except per share amounts) 2004 2003 2002 2001 2000
Total revenue $10,15¢ $ 9,47¢ $ 9,67 $10,96. $10,23:
Operating incomi 3,86«  3,44C 3571 3,777  3,08(
IR 1Ee2 2,681 2307 222¢ 2561 6,291
Earnings per sha—basic 0.51 0.44 0.4C 0.4¢ 1.11
Earnings per sha—diluted 0.5(C 0.4z 0.3¢ 0.44 1.0t
Basic weighted average common shares outstal 5,21t 5,30z 5,51¢ 5,597 5,67¢
Diluted weighted average common shares outstar 5,32¢ 5,41¢ 5,68¢ 5,86¢ 5,99¢
Working capital 7,06¢ 5,06¢  4,76¢ 5,04¢ 5,021
Total asset 12,76 10,967 10,80 11,03( 13,07"
Long-term debt, net of current portic 162 17t 29¢ 301 301
Stockholder' equity 7,99 6,32( 6,117 6,271 6,461

1) Netincome for fiscal 2000 includes a $4.0 billgain, net of tax, resulting from the sale of sh@me@racle Japan, a majority own
subsidiary.

ltem 7.  Management's Discussion and Analysis of Famcial Condition and Results of Operations

We begin Management’s Discussion and Analysis oaf¢ial Condition and Results of Operations wittoaarview of our key operating
business segments and significant trends. Thisv@weiis followed by a discussion of our criticakcacinting policies and estimates that we
believe are important to understanding the assam@tind judgments incorporated in our reportechfifed results. We then provide a more
detailed analysis of our financial condition angdulés of operations.

Overview

We are the world’s largest enterprise software camgpOur worldwide operations are comprised of businesses, which consist of five
operating segments based upon our software antsefferings. Each of these operating segmentsaih@gie characteristics and faces
different opportunities and challenges. Althoughregort our actual results in United States dallaes conduct a significant number of
transactions in currencies other than United Sidddars. We, therefore, present constant currémioymation to provide a
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framework for assessing how our underlying busipesformed excluding the effect of foreign curremaie fluctuations. An overview of our
five operating segments follows:

Software Business

New software license— We license our database technology software pplications software to businesses of many sizegempment
agencies, educational institutions and resellens. growth in new software license revenues is &dteby the strength of general economic
and business conditions, as well as governmentigdtary constraints, and the competitive positibous software products. The software
business is also characterized by long sales cpdddhe timing of a few large software licensaseections can substantially affect our
quarterly operating results. Over the last few geanstomers delayed or limited their technologyitehspending as a result of weak dome
and international economic conditions. These weakiemic conditions resulted in more customersiatstg their software procurement to
well-defined current needs and a decline in purebastended to accommodate future customer gradgthhe global economy continues to
improve, we believe that demand for our softwarpcts will continue to increase.

Competition in the software business is intense.@@al is to maintain a first or second positioreath of our software product categories.
We believe that the features and functionality wf goftware products are as strong as they havebees. We have focused on lowering the
total cost of ownership of our software productsrhproving integration, decreasing installationgsnlowering administration costs and
improving the ease of use. Reducing the total abstvnership of our products provides our customeétls a higher return on their
investment, which we believe will create more dedhand provide us with a competitive advantage. \Ake=talso continued to focus on
improving the overall quality of our software pratsiand service levels. We believe this will leadhigher customer satisfaction and loyalty
and help us achieve our goal of becoming our custshfeading technology advisor.

Software license updates and product supperSubstantially all of our customers purchase saféWicense updates and product support
when they acquire new software licenses. In addisobstantially all of our customers renew theftvgare license updates and product
support contracts annually. The growth of softwaense updates and product support is influengetivb factors: the renewal rate of the
existing subscription base and the amount of nesymt support contracts associated with the satewfsoftware licenses. As our product
support subscription base grows, the renewal rageaHarger influence on the software license @sdand product support revenue growth
rate and the amount of new software license revehas a diminishing effect. Therefore, the grovatie of software license updates and
product support revenues do not necessarily ceerdieectly to the growth rate of new software fise revenues. For example, if new
software license revenues remained constant, kcepdates and product support revenues would eantingrow as a result of the
incremental license updates and product suppoeigss associated with new software license reveagssming renewal rates stayed
relatively constant. We believe that software Igenpdates and product support revenues will coatio grow as we anticipate that a
substantial majority of our customers will renewittproduct support contracts and the sale of reftware license will increase our
subscription base.

Services Business

Consulting— Customers typically seek consulting servicesrdftey have acquired software licenses, and thergémnsulting revenues tend
to lag software revenues by several quarters.danteperiods, consulting revenues have declinedaueakening demand for consulting
implementation services and increased competitikéng pressures, as well as our increased usartrigrs and our increased use of offshore
resources that are billed at lower rates. In aoldjtihe improvements we have made related to thareements of our software products and
the decrease in installation time has also leaddaeduction in consulting revenues. In respoastetlining revenues, we have lowered
headcount levels and controlled discretionary spenich an effort to maintain consulting margin lésze

Advanced product servic— This segment includes Oracle On Demand, which isoatsourcing service, and other advanced prodipgtar
services. We believe that Oracle On Demand provadeadditional
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opportunity for customers to lower their total cobwnership and can therefore provide us witlbrmapgetitive advantage. Although we have
de-emphasized some advanced product services gddacDemand revenues continue to grow. We willioomtto make investments in our
Oracle On Demand business to support current andefuevenue growth.

Education— The purpose of our education services is to @&rémhance the usability of our software produgtedr customers and to create
opportunities to grow new software license revenBessonnel reductions in our customers’ informmatechnology departments, tighter
controls over discretionary spending and greaterafi®utsourcing solutions have caused substatidines in education revenues since
fiscal 2000. As a consequence, we have reducedutimber of personnel and facilities space in ordeetluce costs and prevent further
margin deterioration.

Liquidity

We generate substantial cash flows from our opegactivities and plan to continue to use a sigaiit portion of these cash flows to
repurchase shares of our common stock to reduddiltiteve effect of our stock option and stock phase plans. Over the past ten years, our
stock repurchase program has more than offsedthitve effect.

Acquisition Strategy

We have commenced an unsolicited tender offerlfaféhe outstanding shares of common stock offfReeoft. If we are successful in
acquiring PeopleSoft at the current tender offesgpof $21.00 per share, we will need up to appnately $8.0 billion to purchase all shares
that we estimate will be outstanding prior to tkpieation date of the offer and to pay estimatezbfand expenses related to the offer. We
have a $1.5 billion unsecured revolving creditlfgcavailable through December 22, 2004, for thguasition of PeopleSoft. In addition to
the credit facility, we could raise funds througldgéional borrowings or from the issuance of adudfitil securities. We expect, based upon the
combination of internally available cash and inueestts as of May 31, 2004, additional cash genesite that date, borrowings under the
$1.5 billion credit facility or any other creditdidity or the issuance of securities, to have sigfit cash on hand at the expiration of the offer
to pay the offer price for all shares in the offEine offer is not conditioned upon any financingpagements. PeopleSoft has implemented a
number of defensive tactics, including providingtstomers negotiating new contracts a refund araghat may require an acquiror,
including us, to pay those customers two to fineets their license fees if certain business eveanish(as the termination of support for
PeopleSoft products) occur during a fixed periotime. Based on public statements by PeopleSofantieipate that this program could
result in more than $1.96 billion in potential nefuliabilities if triggered. In addition, the U.Bepartment of Justice and several state
attorneys general have filed civil antitrust lavisud block our acquisition. There can be no asswgdhat our PeopleSoft tender offer will be
successful.

We have in the past and expect in the future toiieeer make investments in complementary compapieslucts, services and technologies.
We believe we could fund other acquisitions with imternally available cash and investments, castetated from operations, additional
credit facilities or from the issuance of additibeacurities.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogmgrinciples (GAAP). These
accounting principles require us to make certafimeges, judgments and assumptions. We believahkagstimates, judgments and
assumptions upon which we rely are reasonable hgssuinformation 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 stateswill be affected. The accounting
policies that reflect our more
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significant estimates, judgments and assumptiodsadrich we believe are the most critical to aidully understanding and evaluating our
reported financial results include the following:

« Revenue Recognition

« Allowances for Doubtful Accounts and Returns
« Legal Contingencies

» Accounting for Income Taxes

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

Revenue Recognitic

We derive revenues from the following sources:s@djware, which includes new software license afthare license updates and product
support revenues and (2) services, which includsaiting, advanced product services and educatioenues.

New software license revenues represent all feegddrom granting customers licenses to use oabdae technology and applicatic
software, and exclude revenues derived from soéweense updates, which are included in softwiaense updates and product support.
While the basis for software license revenue rettimgnis substantially governed by the provisiofi$Statement of Position No. 97-2,
Software Revenue Recognitiossued by the American Institute of Certified RuBccountants, we exercise judgment and use estisin
connection with the determination of the amoundaffware and services revenues to be recognizedah accounting period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize new
software license revenue when: (1) we enter in&mally binding arrangement with a customer forltbense of software; (2) we deliver the
products; (3) customer payment is deemed fixedeterdhinable and free of contingencies or signifiearcertainties; and (4) collection is
probable. Substantially all of our new softwarefise revenues are recognized in this manner.

The vast majority of our software license arrangaiménclude software license updates and prodygiat, which are recognized ratably
over the term of the arrangement, typically one yBaftware license updates provide customers rgthts to unspecified software product
upgrades, maintenance releases and patches rethagggithe term of the support period. Producipsupincludes internet access to techr
content, as well as internet and telephone acodsshnical support personnel. Software licenseatgsdand product support are generally
priced as a percentage of the net new softwaredeéees. Software license updates can be purckapadately from product support;
however, only customers who purchase software dieepdates can purchase product support. Subéitaatiaf our customers purchase
both software license updates and product suppuoetwhey acquire new software licenses. In addisabstantially all of our customers
renew the software license updates and productostippntracts annually.

Many of our software arrangements include consyliiimplementation services sold separately undeswting engagement contracts.
Consulting revenues from these arrangements aerggnaccounted for separately from new softwarenise revenues because the
arrangements qualify as service transactions asedein SOP 97-2. The more significant factors abered in determining whether the
revenue should be accounted for separately inchel@ature of services (i.e., consideration of Wlethe services are essential to the
functionality of the licensed product), degreeiskyavailability of services from other vendoiigiing of payments and impact of milestones
or acceptance criteria on the realizability of sloétware license fee. Revenues for consulting sesvare generally recognized as the services
are performed. If there is a significant uncertambout the project completion or receipt of paytrfenthe consulting services, revenue is
deferred until the uncertainty is sufficiently resm. We estimate the percentage of completionamtracts with fixed
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or “not to exceed” fees on a monthly basis utilighours incurred to date as a percentage of tetahated hours to complete the project. We
recognize no more than 90% of the milestone of taatract amount until project acceptance is olgdi If we do not have a sufficient basis
to measure progress towards completion, reventeeignized when we receive final acceptance frarctistomer. When total cost estime
exceed revenues, we accrue for the estimated loasaesdiately using cost estimates that are based ap average fully burdened daily rate
applicable to the consulting organization delivgrihe services. The complexity of the estimatiorcpss and factors relating to the
assumptions, risks and uncertainties inherent thighapplication of the percentage-of-completionhndtof accounting affect the amounts of
revenue and related expenses reported in our ¢datad financial statements. A number of intermal external factors can affect our
estimates, including labor rates, utilization affeciency variances and specification and testieguirement changes.

If an arrangement does not qualify for separatewauiing of the software license and consultingdeations, then new software license
revenue is generally recognized together with thesalting services based on contract accountinggusither the percentage-oémpletion o
completed-contract method. Contract accountingsied to any arrangements: (1) that include miless or customer specific acceptance
criteria that may affect collection of the softwéicense fees; (2) where services include significaodification or customization of the
software; (3) where significant consulting serviaes provided for in the software license contweithout additional charge or are
substantially discounted; or (4) where the softwWaense payment is tied to the performance of abimg services.

Advanced product services are comprised of Oraal®&mand (formerly Oracle Outsourcing) and advamreduct support services. Oracle
On Demand provides multi-featured software and\ward management and maintenance services for talat®e technology and
applications software. Advanced product supportises are earned by providing services to customhatsinclude configuration and
performance analysis, personalized support andahimmisite technical services. Advanced produatises revenues are recognized over the
term of the service contract, which is generallg gear.

Education revenues include instructor-led, medisetaand internet-based training in the use of oanlyxts. Education revenues are
recognized as the classes or other education mdfeare delivered.

For arrangements with multiple elements, we allcavenue to each element of a transaction basmditgpfair value as determined by
“vendor specific objective evidence.” Vendor spiecifbjective evidence of fair value for all elemenf an arrangement is based upon the
normal pricing and discounting practices for thpeeducts and services when sold separately ansbftware license updates and product
support services, is additionally measured by émewal rate offered to the customer. We may maualifypricing practices in the future,
which could result in changes in our vendor spedfjective evidence of fair value for these undeted elements. As a result, our future
revenue recognition for multi-element arrangementdd differ significantly from our historical relst.

We defer revenue for any undelivered elementsracaognize revenue when the product is delivereaer the period in which the service is
performed, in accordance with our revenue recogmipiolicy for such element. If we cannot objectyvéétermine the fair value of any
undelivered element included in bundled softwar service arrangements, we defer revenue untlefhents are delivered and services
have been performed, or until fair value can oljett be determined for any remaining undelivertheents. When the fair value of a
delivered element has not been established, wéhasesidual method to record revenue if the falug of all undelivered elements is
determinable. Under the residual method, the falmer of the undelivered elements is deferred aaddmaining portion of the arrangement
fee is allocated to the delivered elements anddegnized as revenue.

Our software license arrangements generally danehide acceptance provisions. However, if accepgamovisions exist as part of public
policy, for example in agreements with governmentities when acceptance periods are required bydawithin previously executed terms
and conditions that are referenced in the currgreeanent and are short-term in nature, we provade tales return allowance in accordance
with FASB Statement No. 4Revenue Recognition when Right of Return Exi$tscceptance provisions are
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long-term in nature or are not included as stantinds of an arrangement or if we cannot reasonediiynate the incidence of returns,
revenue is recognized upon the earlier of recdiptritten customer acceptance or expiration ofdbeeptance period.

We also evaluate arrangements with governmentailesntontaining “fiscal funding” or “terminatiorof convenience” provisions, when such
provisions are required by law, to determine thabpbility of possible cancellation. We consider tiplg factors, including the history with
the customer in similar transactions, the “esskenga” of the software licenses and the planning, budgetimd approval processes underte
by the governmental entity. If we determine thatlikelihood of non-acceptance in these arrangesrisnmemote, we then recognize revenue
once all of the criteria described above have lmeen If such a determination cannot be made, rev&ntecognized upon the earlier of cash
receipt or approval of the applicable funding psis by the governmental entity.

We assess whether fees are fixed or determinathe ditme of sale and recognize revenue if all otBeenue recognition requirements are
met. Our standard payment terms are net 30; howtmrens may vary based on the country in whichaeiii@ement is executed. Payments that
are due within six months are generally deemecetiided or determinable based on our successfléatain history on such arrangements,
and thereby satisfy the required criteria for rexerecognition.

While most of our arrangements include short-teaynpent terms, we have a standard practice of prayidng-term financing to credit
worthy customers through our financing divisiomd fiscal 1989, when our financing division wasifed, we have established a history of
collection, without concessions, on these receeablith payment terms that generally extend ufpvyfears from the contract date. Provi
all other revenue recognition criteria have beeh me recognize new software license revenue fesaharrangements upon delivery, net of
any payment discounts from financing transactitméiscal 2004, 2003 and 2002, $356.6 million, $364illion and $453.6 million or
approximately 10%, 11% and 13% of our new softWiaense revenues were financed through our finandinision. We have generally sold
these receivables on a non-recourse basis toghitg financing institutions. We account for théesaf these receivables as “true sales” as
defined in FASB Statement No. 148;counting for Transfers and Servicing of Finandakets and Extinguishments of Liabilities

Allowances for Doubtful Accounts and Retu

We make judgments as to our ability to collect tartding receivables and provide allowances foptirtion of receivables when collection
becomes doubtful. Provisions are made based ugpedfic review of all significant outstanding inges. For those invoices not specifically
reviewed, provisions are provided at differing sateased upon the age of the receivable. In datérgnthese percentages, we analyze our
historical collection experience and current ecoicdnends. If the historical data we use to caltaithe allowance for doubtful accounts does
not reflect the future ability to collect outstangireceivables, additional provisions for doubtatounts may be needed and the future results
of operations could be materially affected.

We also record a provision for estimated salegmstand allowances on product and service relatied $n the same period the related
revenues are recorded in accordance with State#@efithese estimates are based on historical stla®s, analysis of credit memo data and
other known factors. If the historical data we tsealculate these estimates do not properly refigare returns, then a change in the
allowances would be made in the period in whicthsudetermination is made and revenues in thavgeould be materially affected.

Legal Contingencie

We are currently involved in various claims andalggroceedings. Quarterly, we review the statusagh significant matter and assess our
potential financial exposure. If the potential Iésm any claim or legal proceeding is considerszbpble and the amount can be reasonably
estimated, we accrue a liability for the estimdtes$. Significant judgment is required in both degermination of probability and the
determination as to whether an exposure is reagporatimable. Because of uncertainties relatethése matters, accruals

16




Table of Contents

are based only on the best information availabteatime. As additional information becomes adddawe reassess the potential liability
related to our pending claims and litigation and/mevise our estimates. Such revisions in the eddémof the potential liabilities could hav
material impact on our results of operations andrftial position.

Accounting for Income Tax

Significant judgment is required in determining exorldwide income tax provision. In the ordinaryucse of a global business, there are
many transactions and calculations where the ulértex outcome is uncertain. Some of these unogigaiarise as a consequence of revenue
sharing and cost reimbursement arrangements anetatga entities, the process of identifying iterhsewenue and expense that qualify for
preferential tax treatment, and segregation ofijorand domestic income and expense to avoid ddakiion. Although we believe that our
estimates are reasonable, no assurance can betigatehe final tax outcome of these matters woll e different than that which is reflected
in our historical income tax provisions and accsu8luch differences could have a material effecilorincome tax provision and net income
in the period in which such determination is made.

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 will not need to be increasedover additional deferred tax assets that
may not be realizable. Any increase in the valuegibowance could have a material adverse impacupincome tax provision and net
income in the period in which such determinatiomede.

We provide for United States income taxes on theiegs of foreign subsidiaries unless they are icened permanently reinvested outside
the United States. At May 31, 2004, the cumulagiaenings upon which United States income taxes hat/been provided are approximat

$4.8 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 credithie potential deferred tax liability for these
earnings is $902.0 million.

Results of Operations
Constant Currency Presentation

We compare the percent change in the results frogrperiod to another period in this Annual Repsih@ constant currency disclosure. To
present that information, current period resultsefatities reporting in currencies other than Ushistates dollars are converted into United
States dollars at the exchange rate in effect efatbt day of the prior fiscal year, rather thamalstual exchange rates in effect during the
current period. For example, if an entity reportindritish Pounds had revenues of 1.0 million BHtPounds from products sold on the last
day of both fiscal 2004 and 2003, our financiatestgents would reflect revenues of $1.8 millionigtél 2004 (using 1.82 as the exchange
rate) and $1.6 million in fiscal 2003 (using 1.83the exchange rate). The constant currency prgantvould translate the fiscal 2004
results using the fiscal 2003 exchange rate andatg] in this example, no change in revenues duhia periods. We present constant
currency information to provide a framework foressing how our underlying businesses performedidia the effect of foreign currency
rate fluctuations. In each of the tables belowpnesent the percent change based on actual rasuktported and based on constant currency
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Total Revenues and Operating Expenses

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Total Revenues by Geography:
Americas $ 4,98: 3% 2%  $4,84¢ -8% -7%  $5,29:
EMEA @ 3,671 13% 1% 3,25¢ 7% -6% 3,05(
Asia Pacific 1,49¢ 9% 1% 1,377 4% -1% 1,33(C
Total revenue 10,15¢ 7% 2% 9,47¢ -2% -6% 9,672
Total Operating Expenses 6,292 4% 0% 6,03t -1% -5% 6,10z
Total Operating Margin $ 3,864 12% 5%  $3,44C -4% -9%  $3,571
| | |
Total Operating Margin % 38% 36% 37%
% Revenues by Geography:
Americas 49% 51% 55%
EMEA 36% 34% 31%
Asia Pacific 15% 15% 14%
Total Revenues by Business:
Software $ 8,07( 12% 6%  $7,19¢ 2% 2%  $7,05:
Services 2,08¢ -8% -13% 2,27¢ -13% -17% 2,62(
Total revenue $10,15¢ 7% 2%  $9,47¢ -2% -6%  $9,67:
| | |
% Revenues by Business:
Software 79% 76% 73%
Services 21% 24% 27%

(1) Comprised of Europe, the Middle East and Africa

Fiscal 2004 Compared to Fiscal 2003: Total revenues increased in fiscal 2004 due toarease in both new software license revenues and
software license updates and product support resmpartially offset by lower services revenuesstnmotably consulting revenues. In
addition, total revenues were favorably affecteddrgign currency rate fluctuations due to a weakgof the United States dollar against
certain major international currencies, primarfig t£uro, British Pound and Japanese Yen.

Improved sales execution, a strengthening of ompaitive position, and improvements in the econoesulted in a 3% increase in new
software license revenues, excluding foreign cunyeate fluctuations. The increase in softwarengseupdates and product support revenues
is a result of the renewal of substantially altheé prior year period subscription base, the amfdlitif software license updates and product
support revenues associated with new softwaredeegvenues in the current fiscal year and morelyimenewals.

Weak economic conditions in the United States énfifst quarter of fiscal 2004, as well as weakreenic conditions internationally,
particularly in EMEA, in the first half of fiscal®4 have affected our services growth rates. Hestlly, services revenue growth rates have
lagged new software license revenue growth rateseligral quarters, as implementation services dadagion services are typically provid
after our customers purchase software licensesddiition, consulting revenues have declined duedoft demand for consulting
implementation services, the increased use of pemtircompetitive pricing pressures that have lddgber discounts, and the increased use of
offshore resources that are billed at lower rdfgsluding the effect of currency rate fluctuatiotiee Americas contributed 60% to the
increase in total revenues in fiscal 2004, EMEAtdbated 28% and Asia Pacific contributed 12%.
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Operating expenses were unfavorably affected aswdtrof the weakening of the United States da#éative to other major international
currencies, resulting in a 4% increase in operagxpenses. Excluding currency rate fluctuationsy wperating expenses remained flat du
lower salary expenses related to a shift in thegrerel mix from the United States and EMEA to lowest countries, offset by discretionary
bonus expenses as well as professional fees imcim@nnection with the PeopleSoft tender offer.

Operating margins as a percentage of total revenagesased from 36% to 38% due to the increasewn software license revenues and
software license updates and product support regmhich have higher margins than services revenue

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 2003 Compared to Fiscal 2002: Total revenues declined in fiscal 2003 primarilyeda lower new software license, consulting and
education revenues. The decline in total revenwesprimarily attributable to weak economic condisipboth domestically and
internationally, that resulted in customers delgyan limiting their technology spending. Total reves were favorably affected by currency
rate fluctuations. The favorable currency ratetflations were due to a weakening of the UnitedeStdollar against certain major
international currencies, primarily the Euro, BifitiPound and Japanese Yen. Excluding the effextroéncy rate fluctuations, the Americas
contributed 63% to the decline in total revenuefisical 2003, EMEA contributed 34% and Asia Pactfimtributed 3%.

Excluding currency rate fluctuations, total opergtexpenses decreased due to lower salary expanseesult of lower personnel levels and
related expenditures, tighter controls over disonetry spending and productivity improvements. inétional operating expenses were
unfavorably affected as a result of the weak Un&é&ates dollar relative to other major internatianarencies.

Operating margins as a percentage of total revetee®ased from 37% to 36%, primarily due to theide in total revenues.

Expected Results for the Three Months Ended August 31, 2004: We expect the total revenue growth in the firstrtgreof fiscal 2005 to rang
between 6% and 9%, while the new software liceasenue growth is expected to range between 5% %¥td These expected revenue
growth rates assume that the United States dollaramain weak relative to major international mncies, contributing three percentage
points of revenue growth. In addition, we anticgpegported earnings per share to be $0.09. Théstaéss are forward looking and are based
on current expectations and assumptions. Actualteesiay differ materially and you should not rely these estimates. Factors that may
affect our actual results include our critical azating policies and estimates and those identlfigldw under the caption “Factors That May
Affect Our Future Results or the Market Price off Gtock”. We undertake no specific obligation toydde any updates regarding these
estimates.

Software
Software includes new software licenses and soétweense updates and product support.

New Software Licenses: New software license revenues represent fees eforadgranting customers licenses to use our datatechnology
and application software products, and excludemegs derived from software license updates, whiehrecluded in software license updates
and product support revenues. New software licemgenues also include other revenues, which coosatcumentation and miscellaneous
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revenues. We continue to place significant emphbsih domestically and internationally, on dirsates through our own sales force. We
also continue to market our products through iraddichannels.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
New Software License Revenues:
Americas $1,49( 4% 4%  $1,42¢ -15% -13%  $1,671
EMEA 1,371 12% 1% 1,22¢ 5% -8% 1,167
Asia Pacific 68C 10% 3% 61¢ -8% -12% 67E
Total revenue 3,541 8% 3% 3,27( -T% -11% 3,51¢
Sales and Marketing Expenses 2,13¢ 3% -2% 2,07z -6% -5% 2,20¢
Total Margin $1,40¢ 17% 10%  $1,19¢ -8% -9%  $1,30¢
| | |
Total Margin % 40% 37% 37%
% Revenues by Geography:
Americas 42% 44% 48%
EMEA 39% 37% 33%
Asia Pacific 19% 19% 19%
Revenues by Product:
Database technolog $2,89: 11% 4%  $2,61¢ -4% 9% $2,73¢
Applications 61t 2% -2% 60%& -14% -17% 703
Total revenues by produ 3,50¢ 9% 3% 3,22: -6% -11% 3,44%
Other revenue 33 -30% -32% 47 -34% -36% 71
Total new software license revent $3,541 8% 3%  $3,27( 7% -11%  $3,51:
| | |
% Revenues by Product:
Database technolog 82% 81% 80%
Applications 18% 19% 20%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of currency rate fluctuationsy software license revenues increased in fiscal
2004 primarily due to higher database technologgmaes in all geographic areas, offset slightlydwer application revenues, primarily in
Asia Pacific. Improved sales execution, a strengjtigein our competitive position, and improvementshe economy resulted in a 5%
increase in new software license sales in the dr8tates and 1% internationally. The Americas douted 62% to the increase in new
software license revenues in fiscal 2004, EMEA gdbunted 15% and Asia Pacific contributed 23%.

New software license revenues earned from largesactions, defined as new software license traiosacbver $0.5 million, increased
11% in fiscal 2004, contributing to the increas@déw software license revenues. New software leeagenues generated from large
transactions increased as a percentage of totabofware license revenues from 36% in fiscal 2@037% in fiscal 2004. Excluding the
effect of foreign currency rate fluctuations, sadesl marketing expenses decreased in fiscal 2004cdiower headcount levels and
advertising costs, offset partially by higher corasions. New software license margin increasedsuafi2004 due primarily to higher new
software license revenues.

Fiscal 2003 Compared to Fiscal 2002: The decline in new software license revenues wiasgoily due to customers delaying or limiting their
technology capital spending as a result of weake&timand international economic conditions. Thesak economic conditions resulted in
more customers restricting their software procumartewell-defined current needs and a decline in purchaseisdad to accommodate fut
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customer growth. New software license revenuesegldinom large transactions decreased by 11% ialfi3803, contributing to the decline in
new software license revenues. New software liceesenues generated from large transactions delcilightly as a percentage of total new
software license revenues from 37% in fiscal 2@026% in fiscal 2003. Excluding the effect of cuncg rate fluctuations, the Americas
contributed 53% to the decline in new softwareriggerevenues in fiscal 2003, EMEA contributed 26 Asia Pacific contributed 21%.

Sales and marketing expenses decreased due toleagcount levels and related expenditures, asasdifhter controls over discretionary
spending. The overall decrease in new softwaradieenargin is primarily due to the decrease in seftware license revenues, partially
offset by lower sales and marketing expenses.

Software License Updates and Product Support: Software license updates grant customers righisispecified software product upgrades
and maintenance releases issued during the supgriotl. Product support includes internet accessdanical content, as well as internet and
telephone access to technical support personnelcdst of providing support services consists lgrgeépersonnel related expenses.

Year Ended May 31,

Percent Change Percent Change

(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Software License Updates and Product Support Revenues:
Americas $2,407 11% 0% $2,17(C 4% 6%  $2,07%
EMEA 1,54z 21% 8% 1,272 22% 7% 1,04:
Asia Pacific 58C 19% 10% 487 16% 10% 42C

Total revenue 4,52¢ 15% 9% 3,92¢ 11% 7% 3,54(
Expenses 547 15% 9% 474 3% -2% 462
Total Margin $3,98: 15% 9% $3,45¢ 12% 8% $3,07¢

I I I

Total Margin % 88% 88% 87%
% Revenues by Geography:
Americas 53% 55% 59%
EMEA 34% 32% 29%
Asia Pacific 13% 13% 12%

Fiscal 2004 Compared to Fiscal 2003: Software license updates and product support revgrawth rates are affected by the overall new
software license revenue growth rates, as wehasdnewal rate of annual support contracts bytiagisustomers. The increase in software
license updates and product support revenuesdal {2004 is a result of the renewal of substamtiall of the prior year period subscription
base, the addition of software license updategpanduct support revenues associated with new soétligense revenues in fiscal 2004 and
more timely renewals. The growth rate of softwérerise updates and product support revenues dbescessarily correlate directly to the
growth rate of new software license revenues. Ehotuthe effect of currency rate fluctuations, &raericas contributed 57% to the growtl
software license updates and product support regeimifiscal 2004, EMEA contributed 30%, and Aséific contributed 13%.

Excluding the effect of currency rate fluctuatiogssftware license updates and product support egseincreased in fiscal 2004 primarily

to the accrual of discretionary bonuses, as wdlligiser salary expenses due to increased headcdthmsoftware license updates and product
support margin as a percent of revenues remaiaeddla result of higher revenues offset by ineg@asalary and discretionary bonus
expenses.

Fiscal 2003 Compared to Fiscal 2002: The growth in software license updates and prosupport revenues in fiscal 2003 is attributed o th
same reasons noted above. Excluding the effeatroéiecy rate fluctuations, the Americas contribu8éb to the growth in software license
updates and product support revenues in fiscal ZBREA contributed 33% and Asia Pacific contribufiets.
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Excluding the effect of currency rate fluctuatiossftware license and product support expensegased slightly due to controls over non-
headcount related operating expenses. The softigarese and product support margin as a percer@veihues increased in fiscal 2003 as
compared to the prior year, as a result of increaseenues.

Services
Services consist of consulting, advanced produeices and education.

Consulting: Consulting revenues are earned by providing seswtizeustomers specializing in the design, impldaateon, deployment,
upgrade and migration of our database technolodyaaplications software. The cost of providing adtisg services consists primarily of
personnel related expenditures.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Consulting Revenues:
Americas $ 85¢ -14% -15% $ 99¢ -19% -18%  $1,23¢
EMEA 581 0% -11% 582 -5% -16% 61z
Asia Pacific 14¢ -17% -22% 17¢ 35% 27% 13z
Total revenue 1,58¢ -10% -14% 1,761 -11% -14% 1,982
Expenses 1,34 -8% -13% 1,472 -3% -T% 1,522
Total Margin $ 242 -16% -19% $ 28¢ -37% -38% $ 46C
| | |
Total Margin % 15% 16% 23%
ZA} Re\_/en ues by Geography: . s 7o, 520
mericas C C C
EMEA 37% 33% 31%
Asia Pacific 9% 10% 7%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of currency rate fluctuatiotige decline in total consulting revenues in fis204
was primarily due to companies delaying or limitbeghnology spending and product implementationstarcally, consulting revenue
growth rates have lagged new software license tevgnowth rates by several quarters, as consugngces are typically provided after
customers purchase software licenses. In additmmsulting revenues have declined due to soft ddrf@rconsulting implementation
services, the increased use of partners, compepticing pressures that have led to higher disisspamd the increased use of offshore
resources that are billed at lower rates. The Atasrcontributed 57% to the decline in consultingneies in fiscal 2004, EMEA contributed
27% and Asia Pacific contributed 16%.

Excluding the effect of currency rate fluctuatioti®e decline in consulting expenses is due primaoila reduction of personnel related
expenditures as a result of lower headcount anehtey levels, as well as the hiring of personnebimtries where personnel costs are lower
than in the United States and certain EuropeantdesnThe consulting margin as a percentage amees decreased slightly, as consulting
revenues declined at a higher rate than consudtipgnses.

Fiscal 2003 Compared to Fiscal 2002: The decline in total consulting revenues in fis2@03 was primarily due to weak economic conditions,
both domestically and internationally, which causethpanies to delay or limit technology spendind product implementations. Excluding
the effect of currency rate fluctuations, the Aroasi contributed 77% and EMEA contributed 36% todiberease in consulting revenues in
fiscal 2003, offset by higher revenues in Asia faci

Excluding the effect of currency rate fluctuatiotigs decline in consulting expenses was due tdact®n of personnel related expenditures
as a result of lower headcount levels, as welloasrols over discretionary
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spending. The consulting margin as a percentagevehues declined to 16% in fiscal 2003, as coimguievenues declined at a higher rate
than consulting expenses. In Europe, the consuttiaggins deteriorated more significantly than masdn other geographies. Due to labor
regulations in most countries throughout Europeywsee unable to reduce headcount quickly in respemsieteriorating market conditions.
The margins in Europe were also negatively affebyetiigh employee severance costs recorded inettensl and fourth quarters of fiscal
2003.

Advanced Product Services: Advanced product services are comprised of Oraol®@mand (formerly Oracle Outsourcing) and advanced
product support services. Oracle On Demand providds-featured software and hardware managemahnaintenance services for our
database technology and applications software. Acke product support services are earned by praysirvices to customers that include
configuration and performance analysis, personadl&eport and annual on-site technical services.chst of providing advanced product
services consists primarily of personnel relatggeexiitures and hardware and facilities costs fac{@rOn Demand.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Advanced Product Services Revenues:
Americas $ 14C 7% -7%  $15C -16% -14%  $17¢
EMEA 84 8% -5% 78 -31% -39% 113
Asia Pacific 34 17% 12% 29 -3% -10% 30
Total revenue 25¢ 0% -4% 257 -20% -23% 321
Expenses 21€ 19% 12% 182 -3% -T% 18¢€
Total Margin $ 42 -44% -45% $ 75 -44% -46%  $13¢
| | |
Total Margin % 16% 29% 41%
% Revenues by Geography:
Americas 54% 59% 56%
EMEA 33% 30% 35%
Asia Pacific 13% 11% 9%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of currency rate fluctuatioadyanced product support services revenues
decreased in fiscal 2004 due to companies delayifigiiting technology spending. A portion of thealease was also due to a de-emphasis
of certain services. The decrease in advanced ptadypport services revenues was offset by anasera Oracle On Demand revenues. The
Americas contributed 91% and EMEA contributed 4@%he decrease in advanced product services res@émtdiscal 2004, offset by higher
revenues in Asia Pacific.

Excluding the effect of currency rate fluctuatiotwtal advanced product services expenses incrgasadrily due to investments made in
facilities and headcount to support current andriugrowth in our Oracle On Demand business. Tleeedse in the advanced product sen
margin as a percent of revenues in fiscal 2004i1éstd lower advanced product support revenues @mehOracle On Demand expenses.

Fiscal 2003 Compared to Fiscal 2002: Advanced product services revenues decreasedcal #8903 due to continued weak domestic and
international economic conditions and a de-emptafsigrtain services. Additionally, primarily in Eape, responsibility for performing
certain on-site support services on a time and niadgebasis was transferred to the consulting dihbusiness, which contributed to the
reduction in advanced product services revenuedufiing the effect of currency rate fluctuation$JEA contributed 62% to the decline in
advanced product services revenues in fiscal 20@3Americas contributed 34% and Asia Pacific dboted 4%.
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Excluding the effect of currency rate fluctuatiotetal advanced product services expenses decreasaarily due to a reduction of person
related expenditures as a result of lower headdeuets. Due to the decline in advanced producticses revenues, the total advanced pro
services margin as a percent of revenues decréa@8d6 in fiscal 2003.

Education: Education revenues are earned by providing ingirdetl, media based and internet based trainitigeiruse of our database
technology and applications software. Educatioreaesps primarily consist of personnel related exiperes, facilities and external contractor
costs.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Education Revenues:
Americas $ 87 -12% -13%  $ 99 -24% -23% $ 131
EMEA 99 3% -8% 96 -16% -25% 114
Asia Pacific 53 -16% -20% 63 -13% -16% 72
Total revenue 23¢ -T% -13% 25¢ -19% -22% 317
Expenses 207 -3% -9% 214 -9% -13% 234
Total Margin $ 32 -27% -32% $ 44 -47% -50% $ 83
| | |
Total Margin % 13% 17% 26%
OAA) e oy Geography: 36% 38% 41%
mericas C (4 C
EMEA 42% 37% 36%
Asia Pacific 22% 25% 23%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of currency rate fluctuatiotiee decline in education revenues is attributédle
headcount reductions of information technology pengl across multiple industry sectors that hagalted in a continued reduction of the
demand for technical product training. In additioampanies have delayed or limited technology sipgn&ducation revenue growth rates
have lagged new software license revenue growdfs taf several quarters, as education servicey@ically provided after our customers
purchase software licenses. The Americas contiib8®86 to the decline in education revenues in fig884, EMEA contributed 23% and
Asia Pacific contributed 38%.

Excluding the effect of currency rate fluctuatioeducation expenses decreased due to reductigrssonnel and related expenditures. The
education margin as a percentage of revenues decréafiscal 2004 as revenues declined at a higiterthan expenses.

Fiscal 2003 Compared to Fiscal 2002: The decline in education revenues is attributablewer new software license revenue growth rate
well as weak economic conditions that resulted deeline in customer discretionary spending. Inittaait as a result of headcount reductions
of information technology personnel across multiptustry sectors, the demand for technical prottaming has declined. Excluding the
effect of currency rate fluctuations, the Americastributed 42% to the decline in education reverindiscal 2003, EMEA contributed 41%
and Asia Pacific contributed 17%.

Education expenses decreased due to reductiorssomqmel and related expenditures and tighter alsndver discretionary spending. The
education margins as a percentage of revenue decréa 17% in fiscal 2003, as revenues declinedfaster rate than expenses.
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Research and Development Expenses. Research and development expenses consist primd@iplgrsonnel related expenditures. We intend to
continue to invest significantly in our researcll @evelopment efforts because, in our judgmeny; dne essential to maintaining our
competitive position.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Expenses $1,27¢ 8% 6% $1,18( 10% 8% $1,07¢
Percent of Total Revenues 13% 12% 11%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of foreign currency rate fuations, research and development expenses
increased in fiscal 2004 primarily due to an inseem discretionary bonus expenses. In fiscal 2B8karch and development headcount
increased 12% and 10% in the database technolabg@plications development organizations, respelgtiwWhile total headcount increased
from 9,429 to 11,436, salary expenses did not aszén proportion to the higher headcount becéeshiting occurred in countries where
personnel costs are significantly lower than inltmited States.

Fiscal 2003 Compared to Fiscal 2002: Excluding the effect of currency rate fluctuatioresearch and development expenses increased in
fiscal 2003 due to a 9% and 1% increase in headdonuihe database technology and applications dewmeént organizations, respectively.
While total headcount increased, salary expensksdatiincrease in proportion to the higher headtbenause the hiring occurred in count
where personnel costs are significantly lower timathe United States.

General and Administrative Expenses. General and administrative expenses primarily crgipersonnel related expenditures for
information technology, finance, legal and humasotgces support functions.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Expenses $561 27% 19% $441 7% 2% $411
Percent of Total Revenues 6% 5% 4%

Fiscal 2004 Compared to Fiscal 2003: Excluding the effect of foreign currency rate flumtions, the increase in general and administrative
expenses in fiscal 2004 was primarily attributegrofessional fees incurred in connection with Ble®pleSoft tender offer, discretionary
bonus expenses, as well as costs associated whhlgling certain processes.

Fiscal 2003 Compared to Fiscal 2002: Excluding the effect of currency rate fluctuatiogeneral and administrative expenses grew slightly
due to increased headcount.

Net Investment Gains (Losses) Related to Equity Securities: Net investment gains (losses) related to equityrities primarily related to our
investment in Liberate Technologies.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Liberate Technologie $ 35 * * $ (87) * * $(174)
Other equity securitie (6) * * (29 * * (70)
Total net investment gains (losses) related
equity securitie: $ 29 * * $(117) * * $(244)
| | |

* not meaningfu

Fiscal 2004 Compared to Fiscal 2003: The increase in net investment gains in fiscal 2&94ompared to fiscal 2003 was primarily due



gain of $35.4 million from the sale of all of ousramon stock in Liberate Technologies in the finsader of fiscal 2004 to a third-party for
approximately $83.5 million.
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Fiscal 2003 Compared to Fiscal 2002: The decrease in net investment losses in fisca® 28Qcompared to fiscal 2002 was due to lower
impairment charges. We recorded impairment chamgjating to other than temporary declines in thievfalue of our investment in Liberate
Technologies of $87.1 million and $173.5 millionfiscal 2003 and 2002, respectively. We concludied our investment was other than
temporarily impaired because our cost basis excetaepublicly traded market value of the Liberagehnologies common stock for
approximately six months.

In fiscal 2003 and 2002, we recognized $23.9 nmilémd $70.0 million, respectively, of impairmentdes related to our other investments,
which include investments in privately held comgsniventure funds and publicly traded companiesdéfermined that the decreases in the
fair value of these investments were other tharpteary based upon the financial condition and teran prospects of the underlying
investees, changes in the market demand for teahpdieing sold or developed by the underlying itees and our intent regarding provid
future funding to the underlying investees.

Other Income, Net: Other income, net consists primarily of interesbime, interest expense, foreign currency exchaages glosses) and the
minority interest share in the net profits of Oeaghpan.

Year Ended May 31,

Percent Change Percent Change
(Dollars in millions) 2004 Actual Constant 2003 Actual Constant 2002
Interest incomt $11€ -9% -13% $12¢ -22% -25%  $16€
Interest expens (27) 31% 26% (16) -20% -15% (20
Minority interest (37 12% 12% (33 -8% -8% (36)
Foreign currency gains (loss¢ (13 -263% -286% 8 138% 127% (27)
Other 5 -38% -23% 8 200% 224% (8)
Total other income, n¢ $ 52 -46% -49% $ 96 19% 18% ¢ 81
| | |

Fiscal 2004 Compared to Fiscal 2003: Other income, net decreased in fiscal 2004 duegpiiynto foreign currency losses, lower interest
income and higher interest expenses. The decreasgiest income is primarily due to lower inténeges available in the capital markets. In
fiscal 2004, the weighted average interest rateezhon cash, cash equivalents and investmentsasect¢o 1.5% from 1.6%. Interest expe
increased in fiscal 2004 primarily due to $5.5 ioillin commitment fees related to our revolvingditéacility obtained in connection with

the PeopleSoft tender offer.

Fiscal 2003 Compared to Fiscal 2002: Other income, net increased in fiscal 2003 as coetpi fiscal 2002, primarily due to foreign
currency exchange gains, which were partially offgelower interest income. In fiscal 2002, the Antjne Peso was devalued resulting in
foreign currency exchange losses. In fiscal 200@rest income decreased as a result of lowereistteates available in the capital markets. In
fiscal 2003, the weighted average interest rateeghon cash, cash equivalents and investmentsasdectéo 1.6% as compared to 2.0% in
fiscal 2002.

Provision for Income Taxes. The effective tax rate in all periods is the resdithe mix of income earned in various tax jurisiins that app!
a broad range of income tax rates. The provisiomimme taxes differs from the tax computed atféukeral statutory income tax rate due
primarily to state taxes and earnings considergueamanently reinvested in foreign operations. Fuaiffective tax rates could be adversely
affected if earnings are lower than anticipateddontries where we have lower statutory rates,fguorable changes in tax laws and
regulations, or by adverse rulings in tax relatggdtion.

Our effective income tax rates were 32.0%, 32.6%3h7% in fiscal 2004, 2003 and 2002, respectivalyiscal 2004, the effective tax rate
on operating and other income was 32.0%. In fi208I3 and 2002, the effective tax rate is a blentth@®effective tax rate on operating and
other income of 33.5% and 35.0%, respectively, cediby the 40% tax benefit on the impairment cheaggeour investment in Liberate
Technologies. The fiscal 2003 effective incomertte also benefited from the reversal of previoasigrued taxes due to the Internal
Revenue Service conceding the Tax Court case riegaFdreign Sales Corporation benefits on our fprebyalties.
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We provide for United States income taxes on theiegs of foreign subsidiaries unless they are icened permanently reinvested outside
the United States. At May 31, 2004, the cumulagiamings upon which United States income taxes hat/been provided were
approximately $4.8 billion. If these earnings wezpatriated to the United States, they would geadoaeign tax credits that could reduce the
Federal tax liability associated with the foreiguidend. Assuming a full utilization of the foreigax credits, the potential deferred tax
liability for these earnings would be $902.0 mitlio

Under FASB Statement No. 108¢counting for Income Taxesleferred assets and liabilities are determinesgdyan differences between the
financial reporting and tax basis of assets arilliiies and are measured using enacted tax ragk$asvs that will be in effect when the
differences are expected to reverse. Statemenpri@®des for the recognition of deferred tax asdetsalization of such assets is more likely
than not. We will continue to evaluate the realiliybof the deferred tax assets on a quarterlyidd/e believe that all deferred tax assets
be realized, and therefore, no valuation allowdscecessary.

Quarterly Results of Operations

Quarterly revenues and expenses have historicaliy affected by a variety of seasonal factorsuiting sales compensation plans. These
seasonal factors are common in the software ingluBtrese factors have caused a decrease in ougtiaster revenues as compared to
revenues in the immediately preceding fourth quavibich historically, has been the highest quaktée expect this trend to continue in the
first quarter of fiscal 2005. In addition, our Epsan operations generally provide lower revenuealirfirst fiscal quarter because of the
reduced economic activity in Europe during the simm

The following table sets forth selected unauditadrterly information for our last eight fiscal qteas. We believe that all necessary
adjustments, which consisted only of normal reagradjustments, have been included in the amotatiesdsbelow to present fairly the rest
of such periods when read in conjunction with tbesolidated financial statements and related rintdsded elsewhere in this Form 10-K.
The sum of the quarterly financial information meary from the annual data due to rounding.

Fiscal 2004 Quarter Ended (Unaudited)

(Dollars in millions, except per share amounts) August 31 November 30 February 29 May 31
Revenue: $2,07: $2,49¢ $2,50¢ $3,07¢
Operating incom: $ 61€ $ 91t $ 927 $1,40¢
Net income $ 44C $ 617 $ 63E $ 98¢
Earnings per sha— basic $ 0.0¢ $ 0.1z $ 0.12 $ 0.1¢
Earnings per sha— diluted $ 0.0¢ $ 0.12 $ 0.12 $ 0.1¢

Fiscal 2003 Quarter Ended (Unaudited)

(Dollars in millions, except per share amounts) August 31 November 30 February 28 May 31
Revenue: $2,02¢ $2,30¢ $2,301 $2,83:
Operating incomi $ 58C $ 794 $ 79€ $1,271
Net income $ 34z $ 53t $ 571 $ 85¢
Earnings per sha— basic $ 0.0¢ $ 0.1C $ 0.11 $ 0.1¢€
Earnings per sha— diluted $ 0.0€ $ 0.1C $ 0.11 $ 0.1€

Liquidity and Capital Resources

As of and for the Fiscal Year Ended May 31,

(Dollars in millions) 2004 Change 2003 Change 2002
Working capital $ 7,06« 39% $ 5,06¢ 6% $ 4,76¢
Cash, cash equivalents and s-term investment $ 8,581 32% $ 6,51¢ 12% $ 5,841
Cash provided by operating activiti $ 3,17 5% $ 3,028 -4% $ 3,13t
Cash provided by (used for) investing activit $(2,56)) -386% $ 89t 144% $(2,030)
Cash used for financing activiti $(1,289) -47% $(2,454) 0% $(2,465)
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Cash, cash equivalents and short-term investments: Cash and cash equivalents consist of highly liguestments in time deposits held at
major banks, commercial paper, United States ganem agency discount notes, money market mutualsfand other money market
securities with original maturities of 90 days esd. Short-term investments include all investmeiitts original maturities of greater than
90 days that mature in fiscal 2005. Cash, cashvatpnts and short-term investments include $6l®hbiheld by our foreign subsidiaries,
$4.8 billion of which we consider permanently ressted outside of the United States. These earming&l be subject to United States
income tax if repatriated to the United States.uiisisig a full utilization of the foreign tax credithie potential deferred tax liability for these
earnings would be $902.0 million.

Improved timeliness in the collection of accoursaivable has contributed to the increase in eash equivalents and short-term
investments in fiscal 2004. Days sales outstandifnich is calculated by dividing period end acceuceivable by average daily sales for
the quarter, was 59, 61 and 66 as of May 31, 220d3 and 2002, respectively.

Cash flows from operating activities: Our largest source of operating cash flows is cadlections from our customers following the pursé
and renewal of their software license updates aodyzt support agreements. Payments from custoioressftware license updates and
product support are generally received by the beggof the contract term, which is generally oearyin length. Additionally, we generate
significant cash from new software license salad,ta a lesser extent, services. Our primary ukeagh from operating activities are for
personnel related expenditures, payment of tagedlitfes, technology costs, and in fiscal 2004)enditures related to our tender offer for
PeopleSoft.

Fiscal 2004 Compared to Fiscal 2003: Cash flows from operating activities increasedsedl 2004, primarily due to higher net income and
the timing of income tax payments, partially offbgthigher trade receivables.

Fiscal 2003 Compared to Fiscal 2002: Cash flows from operating activities decreasedsical 2003, primarily due to an increase in income
tax payments partially offset by a decline in comgaion and bonus payments.

Cash flows from investing activities: The changes in cash flows from investing activipamarily relate to the timing of purchases and
maturities of investments. We also use cash tosinwecapital and other assets to support our dgrowt

Fiscal 2004 Compared to Fiscal 2003: Cash flows from investing activities decreasedsndl 2004 due to higher purchases of short-term
investments partially offset by lower capital expiures.

Fiscal 2003 Compared to Fiscal 2002: Cash flows from investing activities increasedigtdl 2003 due to lower purchases of short-term
investments as well as an increase in proceedstfiermaturities and sale of short-term investments.

Cash flows from financing activities; We incurred negative cash flows from financing\atés in fiscal 2004, 2003 and 2002 primarily as a
result of common stock repurchases. Cash flow foperations and existing cash balances were usegtwmchase our common stock.

Our Board of Directors has approved a programponehase shares of our common stock to reduceiltiteve effect of our stock option and
stock purchase plans. From the inception of thekstepurchase program in 1992 to May 31, 2004ta & 1,674.3 million shares have been
repurchased for approximately $19.1 billion. Weurghased 117.8 shares for $1.5 billion, 270.4 arillhares for $2.7 billion and

210.1 million shares for $2.8 billion in fiscal 20@®003 and 2002, respectively. At May 31, 2004¢rapimately $1.3 billion was available to
repurchase shares of our common stock pursuahetstbck repurchase program.

During fiscal 1997, we issued $150.0 million in 8% senior notes due in February 2004 and $150lmih 6.91% senior notes due in
February 2007. In the third quarter of fiscal 20@4,repaid our $150.0 million senior notes thatured in February 2004.
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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 contract ©athted maturity of February 13, 2003 and wasuated for as an equity instrument. The
forward contract collateralized our master leasdifa that provided for the construction or purskeof up to $182.0 million of property and
improvements leased by us. On October 31, 2003etited the forward contract with a cash paymel@6.3 million, which was recorded
as a reduction to additional paid in capital. InyN2903, we exercised an option under the mastsel&ility and purchased the leased
properties for $168.3 million.

Long-Term Customer Financing

We offer our customers the option to acquire oftwsre and services through separate long-term payeontracts. We generally sell such
contracts on a non-recourse basis to financiaitingins. We record the transfers of amounts damfcustomers to financial institutions as
sales of financial assets because we are consittetede surrendered control of these financiatassnder the provisions of FASB
Statement No. 140, Acounting for Transfers and Servicing of Finandakets and Extinguishments of Liabilitissfiscal 2004, 2003 and
2002, $356.6 million, $364.1 million and $453.6 it or approximately 10%, 11% and 13%, respecyivef our new software license
revenues were financed through our financing divisi

Contractual Obligations

The following is a summary of our contractual obtigns as of May 31, 2004:

Year Ending May 31,

(in millions) Total 2005 2006 2007 2008 2009 Thereafter

Balance Sheet Contractual Obligation:

Principal payments on senior no $15C $ — $ — $15C $— $— $ —
Notes payabli 15 9 — 6 — — —
Long-term deferred tax liabilitied) 58
Total balance sheet contractual obligati 224 9 — 15€ — — —
Other Contractual Obligations
Interest payments on senior not@s 15 5 5 5 — — —
Operating lease 53C 132 96 65 49 42 14€
Purchase obligatiorfd) 11 9 2 — — — —
Funding commitment&)® 27
Total other contractual obligatiol 583 14€ 10z 70 49 42 14€
Total contractual obligatior $807 $15¢ $10¢< $22¢  $49 $42 $14¢
| | | | ] | |

(1) The timing of future cash outflows related to theb#gations is not known.

(20 Represents estimated interest payments on ourrsesties using an effective interest rate of 3.31%ay 31, 2004. We entered into an
interest-rate swap agreement that has the ecoredfeitt of modifying the interest obligations assded with our 6.91% senior notes so
that the interest payable on the senior notes tafedg becomes variable

(3) Represents agreements that are enforceable, ldmgatling and specify terms, including: fixed or imilmm quantities to be purchased,;
fixed, minimum or variable price provisions; ane #pproximate timing of the payme

@ Funding commitments relate to the maximum additicagital we may need to contribute toward our uemfund investments which are
payable upon deman
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Tender Offer for PeopleSoft, Inc.

On June 9, 2003, we commenced an unsolicited $X&086hare, or approximately $5.1 billion, tendiéerdfor all of the outstanding shares
common stock of PeopleSoft, Inc., a Delaware cafpmn. On June 18, 2003, we increased the valweiofender offer to $19.50 per share or
approximately $6.2 billion. In connection with Pé&fpoft’s acquisition of J.D. Edwards & Company, PeopleBsfied additional shares of
stock, which increased the value of our offer tpragimately $7.5 billion. On February 4, 2004, wereased the value of our tender offer to
$26.00 per share or approximately $9.4 billion.\ay 14, 2004, we revised the value of our tendéardad $21.00 per share, or
approximately $7.7 billion. Our tender offer wikgre on July 16, 2004, unless we extend the offeconnection with the tender offer, we
have been named as a defendant in various legeg¢@idings, including civil antitrust lawsuits filegl the U.S. Department of Justice and
several state attorneys general to block our aitguif PeopleSoft, and may be a party to addéldegal proceedings in the future.

On December 24, 2003, we entered into a 364-DayRieng Credit Facility (the Credit Facility) withr€dit Suisse First Boston (an affiliate
of Credit Suisse First Boston LLC) and certain othndicated lenders named in the Credit Facilite Credit Facility provides an unsecu
revolving credit facility to us or an acquisitionbsidiary, with the underlying obligation guaramtdyy us, in the aggregate amount of up to
$1.5 billion and is available through DecemberZ04 for the purpose of financing the acquisitibf?eopleSoft. At May 31, 2004, no
amounts were borrowed under the Credit Facility.

We have incurred approximately $59.7 million of emgditures as of May 31, 2004, associated with euder offer for PeopleSoft. During
fiscal 2004, expenditures of $54.2 million are um#d in general and administrative expense in ¢hedidated statements of operations. The
remaining $5.5 million, which relates to commitméees for the Credit Facility, is included in otliecome, net in the consolidated statem

of operations. We will continue to incur costs anoection with our tender offer for PeopleSoft.

We believe that our current cash and cash equitslshortterm investments and cash generated from operatidinise sufficient to meet ot
working capital, capital expenditure, contractualigations and investment needs. If we acquire R&ugt, we will need up to approximately
$8.0 billion to purchase all shares that we eseémall be outstanding prior to the expiration dafehe offer and to pay estimated fees and
expenses related to the offer. In addition to thed® Facility, we could raise funds through adififil borrowings or from the issuance of
additional securities. We expect, based upon thabawation of internally available cash and invesitseas of May 31, 2004, additional cash
generated since that date, borrowings under thditracility or any other credit facility or thesisance of securities, to have sufficient cash
on hand at the expiration of the offer to pay tffergorice for all shares in the offer. The offemiot conditioned upon any financing
arrangements. In addition, we believe we could fottnér acquisitions with our internally availabksb and investments, cash generated from
operations, additional credit facilities or fronetissuance of additional securities.

Stock Options

Our stock option program is a key component ofcih@pensation package we provide to attract anéhritkeented employees and align their
interests with the interests of existing stockhdd&/e recognize that options dilute existing stamtlers and have sought to control the
number of options granted while providing compe#ittompensation packages. Consistent with thedeggdabs, our cumulative potential
dilution over the last three full fiscal years teen less than 1.0%, and has averaged 0.7% perTyeapotential dilution percentage is
calculated as the new option grants for the yestrohoptions forfeited by employees leaving thepany, divided by the total outstanding
shares at the beginning of the year. This maximatargial dilution will only result if all optionsra exercised. Many of these options, which
have 10-year exercise periods, have exercise ppidestantially higher than the current market prideMay 31, 2004, 33.6% of our
outstanding stock options had exercise prices degxof the current market price. Consistent withhistoric practices, we do not expect that
dilution from future grants before the effect of stock repurchase program will exceed 1.5% per fgraour ongoing business. Over the last
10 years, our stock repurchase program has moneoffeet the dilutive effect of our stock optiorogram. At May 31, 2004, the maximum
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potential dilution from all option awards, regasieof when granted and regardless of whether vestedvested and including options where
the strike price is higher than the current maptete, was 8.5%.

The Committee on Compensation and Management Davelot of the Board of Directors reviews and appsabhe organization-wide stock
option grants to selected employees, all stocloomrants to executive officers and any individstack option grant in excess of

25,000 shares. A separate Plan Committee, whiah &xecutive officer committee, approves individstakk option grants up to

25,000 shares to non-executive officers and emplaye

Options granted from fiscal 2002 through fiscal 2@@e summarized as follows:

(Shares
in millions)
Options outstanding at May 31, 20 44z
Options grante: 17t
Options exercise (115
Cancellation: (62)
Options outstanding at May 31, 20 44C
|
Average annualized options granted, net of carttatis 38
Average annualized stock repurcha 19¢
Shares outstanding at May 31, 2( 5,171
Weighted average shares outstanding from JuneQL, 2Gough May 31, 20C 5,34t
Options outstanding as a percent of shares ouistati May 31, 200 8.5%
In the money options outstanding (based on our 8132004 stock price) as a percent of shares aoulisig at May 31,
2004 5.6%
Average annualized options granted, net of carneatis and before stock repurchases, as a percergighted average
shares outstanding from June 1, 2001 through Map®24 0.7%
Average annualized options granted, net of cartt@iie and after stock repurchases, as a percavesége shares
outstanding from June 1, 2001 through May 31, 2 -3.0%

Generally, we grant stock options to our existingpyees on an annual basis. During the year eltigd31, 2004, we made our annual
grant of options and other grants to purchase appadely 44.1 million shares of our stock, pargiaiffset by 21.4 million shares for cance
options. The net options granted in the year emdiagl 31, 2004 after cancellations represented 0.#8tototal outstanding shares of
approximately 5,171 million as of May 31, 2004.

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 rigkay of these risks are beyond our
control and are driven by factors that we cannetijmt. The following discussion, as well as ouccdssion above of critical accounting
policies and estimates, highlights some of thesesri

Economic, political and market conditions can adversely affect our revenue growth. Our revenue growth and profitability depend on the
overall demand for computer software and servigadjcularly in the sectors in which we offer prothi Because our sales are primarily to
corporate and government customers, the healthrdfasiness is directly related to the strengtbesferal economic and business conditions.
A general weakening of the global economy and weiakeof business conditions, particularly in thghtechnology, telecommunications,
financial services and manufacturing industry sectas well as the imposition of governmental b@geconstraints, could result in delays
and decreases of customer purchases. In additisales of new software licenses, we derive a st proportion of our revenues from r
purchases and recurring renewals of software lEepsiates and product support. A general weakegditige global economy and weakening
of business conditions could result in decreasesiimenewal rates for software
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license updates and product support. Despite arovig global economic environment, some governilesgending remains constrained
budgetary limits, especially domestically. If derddar our software and related services does natirtoe to strengthen, our revenue growth
rates for new software licenses and, to a lessengour revenue growth rates for software licarnsgates and product support will be
adversely affected. In addition, the war on temoriand the potential for other hostilities in vaggarts of the world continue to contribute to
a climate of economic and political uncertaintyttbauld adversely affect our revenue growth andltes

Although our business depends materially on thelitiom of domestic and foreign economies, and @npérformance of key industry sectors
that generate a disproportionate percentage ofem@nues and earnings, our management has no catimpadvantage in forecasting
macroeconomic trends and developments relatinigeget general business conditions. Our managemédmigver, required to make
forecasts in order to develop budgets, plan rekemnd 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 an industry sector, our performance couldesufecause of a failure to properly match corposatategy with economic conditions.

Our success depends upon our ability to develop new products and services and enhance our existing products and services. Rapid
technological advances in hardware and softwareldpment, evolving standards in computer hardwso#yware technology and
communications infrastructure, changing customedsend frequent new product introductions and recgraents characterize the enterprise
software market in which we compete. To keep paitie technological developments, satisfy increasirsglphisticated customer
requirements and achieve market acceptance, weanhahce and improve existing products and serlilce®racle Database, Oracle
Application Server, Oracle E-Business Suite, Or@n#laboration Suite and Oracle On Demand and wst @igo continue to introduce new
products and services. If we are unable to devedp products or adapt our current products to runew or popular operating systems, if
we are unable to enhance and improve our productessfully in a timely manner, or if we fail togition and/or price our products to meet
market demand, customers may not buy new softviggades and our business and operating resultbevdldversely affected. If our
enhancements to existing products do not deliveefuhctionality that our customer base demandsgostomers may not renew software
license updates and product support and our bissares operating results will be adversely affectiecddition, standards for network
protocols, as well as other industry adopted anfhct® standards for the internet, are rapidly engl. We cannot provide any assurance that
the standards on which we choose to develop nedupts will allow us to compete effectively for baess opportunities as they arise in
emerging areas. Accelerated product introductiosstort product life cycles require high levelerpenditures for research and
development that could adversely affect our opegatésults. Further, any new products we develop moa be introduced in a timely manner
and may not achieve the broad market acceptanessey to generate significant revenues. Finalhjlexcustomers make first-time buying
decisions based on the products, many make futede and support buying decisions based upoquility of the support offering. If we

do not continue to enhance our support servicesemawal rates for product support may declinectvigiould affect our operating results.

Our salesforecasts may not consistently correlate to revenuesin a particular quarter. We use a “pipeline” system, a common industry
practice, to forecast sales and trends in our legsirOur 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 thisipgat various points in time to evaluate trendsunbusiness. This analysis provides some
guidance in business planning and budgeting, msetipipeline estimates are by their nature spéegld@ur pipeline estimates are not
necessarily reliable predictors of revenues inriqudar quarter or over a longer period of timart@lly because of changes in conversion
rates of the pipeline into contracts that can b déficult to estimate. A variation in the congéon rate of the pipeline into contracts, or in
the pipeline itself, could cause us to plan or lidgcorrectly and thereby adversely affect oulifess or results of operations. In particule
slowdown in information technology spending or emmic conditions can cause purchasing decisiong webayed, reduced in amount or
cancelled, which would reduce the overall software
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license pipeline conversion rate in a particulaiqueof time. Because a substantial portion of snftware license revenue contracts are
completed in the latter part of a quarter, we matylre able to adjust our cost structure promptiseBponse to a decrease in our pipeline
conversion rate.

Our quarterly revenues and operating results can be difficult to predict and can fluctuate substantially. Our revenues in general, and our
new software license revenues in particular, difecdit to forecast and are likely to fluctuate stantially from quarter to quarter due to a
number of factors, many of which are outside of @umtrol. These factors include:

« the relatively long sales cycles for many of owdarcts;

* the tendency of some of our customers to wait tintilend of a fiscal quarter or our fiscal yeathia hope of obtaining more favorable
terms;

« the timing of our or our competitors’ new produestgroduct enhancements or any delays in suchdattions;
« delays or deferrals of customer implementationsusfproducts;

« changes in customer budgets that could affect thetiming and size of any transaction;

« delays in recognizing revenue on any transaction;

« changes in the renewal rate for software licenstatgs and product support contracts;

« seasonality of technology purchases;

« changes in local, national and international regujarequirements;

« changes in general economic, political or markeidiions;

 changes in exchange rates;

« changes in the product selection purchasing patigfrour customers between standard edition predutd higher premium
products; ant

« changes in our pricing policies or the policiemof competitors.

Our new software license revenues in any quarteemtt on orders booked and delivered in that pdaticqquarter. Our software license
updates and product support revenues, which aogmnéed ratably over the support term, are impabtethe renewal rate of annual support
contracts by existing customers, as well as custom@rchasing software license updates and prayogort in connection with purchasing
new software licenses. Our operating expensesuaigated based on our estimates of revenues amyhgaicentage of our expenses are
fixed. Accordingly, our quarterly results are diffit to predict with any accuracy until the verydesf a quarter. If even a small number of
large software license transactions are delayatafter a quarter ends, our operating results@ndnet income for the quarter could fall
significantly short of our predictions.

Our international sales and operations subject us to additional risks that can adversely affect our operating results. We derive a substantial
portion of our revenues from customers outsidd_thitged States. We have significant operations datsif the United States, including
software development, sales, customer support fzareed administrative service centers, and we gl@axpand our international operations,
including continued expansion in China and Indiar Dternational operations are subject to a vaétisks, including:

« general economic conditions in each country oraegi

« the overlap of different tax regimes;

« fluctuations in currency exchange rates and diffies in transferring funds from certain countries;
« the difficulty of managing an organization opergtin various countries;
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* growing political sentiment against internationatsmurcing of support services and development;
« changes in regulatory requirements;

« compliance with a variety of international laws ardulations, including trade restrictions, lo@dr ordinances and changes in tariff
rates;

« longer payment cycles and difficulties in collegtimccounts receivable;

« import and export licensing requirements;

« political unrest, terrorism and the potential fther hostilities, particularly in areas in which Wwave facilities; and
« reduced protection for intellectual property rigintsome countries.

Our success depends, in part, on our ability t@wipatte and address these risks. We cannot guartiméthese or other factors will not
adversely affect our business or operating results.

We conduct a significant portion of our businessurrencies other than the United States Dollar.Haiee no comparative advantage in
forecasting these rates. Our operating resulttharefore subject to fluctuations in foreign cumgexchange rates. Our revenues and
operating results are adversely affected when thited States Dollar strengthens relative to otlherencies and are positively affected when
the United States Dollar weakens. Changes in theexa major foreign currencies, particularly ther& Japanese Yen and British Pound
relative to the value of the United States Dollasifively affected revenues and operating resnlfsscal 2004 and 2003. If the United States
Dollar strengthens relative to other currencies,reuenues and operating results will be adveratgcted. Our foreign currency transaction
gains and losses are primarily related to sublieéess and other agreements among our subsidiadedjstributors and ourselves. These
gains and losses are charged against earnings jetiiod incurred. To reduce our transaction asastation gains and losses associated with
converting foreign currencies into United Statedl&s, we enter into foreign exchange forward cactls to hedge certain transaction and
translation exposures in major currencies. In geitestances, we do not hedge foreign currencigsh as when the forward contracts in the
relevant currency are not readily available orraog in our opinion, cost effective. As a resule will continue to experience foreign curret
gains and losses.

Acquisitions present many risks, and we may not realize the financial and strategic goals that were contemplated at the time of any
transaction. We have in the past and expect in the future toisegomplementary companies, products, servicddenhnologies. The risks
we may encounter in acquisitions include:

« we may find that the acquired company or assetsoti€urther our business strategy or that we paidenthan what the company or
assets are wortl

< we may have difficulty integrating the operatiomsl gpersonnel of the acquired businesses;
« we may have difficulty incorporating the acquiredhnologies or products with our existing prodired;

* we may have product liability, customer liability iatellectual property liability associated withet sale of the acquired company’s
products;

« our ongoing business may be disrupted by transdiantegration issues;

« our management’s attention may be diverted fronerablisiness concerns;

< our management may not be able to improve our fiiahand strategic position;

* we may be unable to obtain timely approvals fromegomental authorities under applicable competitind antitrust laws;
» we may have difficulty maintaining uniform standsrdontrols, procedures and policies;
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« our relationship with current and new employeestamers and distributors could be impaired,;
« the acquisition may result in litigation from temated employees or third parties; and

« our due diligence process may fail to identify digant issues with the target’s product qualiipaincial disclosures and accounting
practices, internal control deficiencies, includmgterial weaknesses, product architecture and ¢egdingencies, among other matte

These factors could have a material adverse affeour business, results of operations, finan@abion or cash flows, particularly in the
case of a larger acquisition or number of acquoissi

We previously have generally paid for acquisitionsash. We may in the future pay for acquisitiona/hole or in part with stock, other
equity-related purchase rights or debt. To therexteat we issue shares of stock or other righfutghase stock, including options, existing
stockholders may be diluted and earnings per shasedecrease.

There are specific risks associated with our proposed acquisition of PeopleSoft. In June 2003, we commenced an unsolicited casletaftbr
for all of the outstanding shares of common stdcReppleSoft. In addition to the risks we face @miwection with acquisitions generally, th
are several unigue risks we face in connection thighPeopleSoft offer including:

«in February 2004, the United States Departmentstick, joined by several state attorneys genflied, a civil antitrust suit in
U.S. District Court to block our proposed mergettviteopleSoft. We believe the Department’s claiat there are only three vendors
that meet the needs of large enterprises doestnath the reality of the highly competitive, dyméc and rapidly changing market and
have decided to challenge the lawsuit. The trighimeon June 7, 2004, and we anticipate that thlewiil last for four weeks. While we
believe that we will prevail in the lawsuit, if vege not successful we would not be able to acde@pleSoft and the Department’s
analysis may impact our ability to acquire othempanies. In addition, the lawsuit could resultubstantial costs and could divert
managemer's attention and other corporate resour

» we have also received, and have responded to,stqioe additional information from various oth@vgrnmental authorities regarding
possible antitrust concerns. If these authoritfedlenge our proposed acquisition, there may béiaddl costs and delay

« in connection with the tender offer, we have alserbnamed as a defendant in various legal proagedind we may be a party to
additional legal proceedings in the future. Theseg@edings could result in substantial costs amtbadivert management’s attention
and other corporate resourc

 PeopleSoft has a “poison pill” in place, which npagvent us from consummating the proposed merger;

» PeopleSoft has implemented several other defetetties, including providing customers negotiativeyv contracts a refund program
that may require an acquiror, including us, to frse customers two to five times their license féeertain business events (such as
the termination of support for PeopleSoft produotgjur during a fixed period of time. Based on pubtatements by PeopleSoft, we
anticipate that this program could result in mdwant$1.96 billion in potential refund liabilitiektiiggered;

« our offer is not conditioned on any financing agaments. We plan to pay for the PeopleSoft sharé@sedated transaction fees and
expenses with internally available cash and bomgai We may not be able to arrange favorable fimgrnterms. Depending upon the
final financial structure of the transaction, owedit rating may be reduced, which may increasetist of future borrowings

» beyond reviewing publicly available information, Wwave not been able to conduct any due diligendeempleSoft and there may be
liabilities or accounting or internal control issugf which we are not awar
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» we have little experience integrating and managimgulti-billion dollar acquisition; and
< we may have higher than anticipated costs in cam@qsupport and development of acquired PeoplgSoftucts.

While we intend to proceed with our offer, we canassure you that we will be successful in acqgifreopleSoft.

We may need to change our pricing models to compete successfully. The intensely competitive markets in which we cotaan put pressu
on us to reduce our prices. If our competitorsrafiigep discounts on certain products in an eftoretapture or gain market share or to sell
other software or hardware products, we may neéalner prices or offer other favorable terms inertb compete successfully. Any such
changes would be likely to reduce margins and cadicersely affect operating results. Our softwarenise updates and product support fees
are generally priced as a percentage of our nemdie fees. Our competitors may offer a lower peaggnpricing on product updates and
support, which could put pressure on us to furtierount our new license prices to compete effettiwVe have recently changed our
pricing for our database management software ataborcing services and any broadly based changasrtorices and pricing policies could
cause new software license and services revenukxline or be delayed as our sales force implesremd our customers adjust to the new
pricing policies. Some of our competitors may bersthftware products for promotional purposes @& sg-term pricing strategy or provide
guarantees of prices and product implementationssé& practices could, over time, significantly ¢ais the prices that we can charge for
our products. In addition, if we do not adapt oricipg models to reflect changes in customer useuofproducts, our new software license
revenues could decrease. Additionally, althoughdib&ibution of applications through applicaticengce providers may provide a new
market for our products, these new distributiontrods could also reduce the price paid for our petdar adversely affect other sales of our
products. If we cannot offset price reductions vetborresponding increase in the number of salestbrlower spending, then the reduced
new software license revenues resulting from lggvéres would adversely affect our results.

Disruptions of our indirect sales channel could affect our future operating results. In addition to marketing our products and services
through our own direct sales and service forcesmnaeket our products and services through indchannels. Our indirect channel networ
comprised primarily of resellers, system integratanplementers, consultants, education providetsinet service providers, network
integrators, and independent software vendors. lieve that our relationships with these channdigipants enhance our marketing and
sales efforts. Our financial results could be aslelgraffected if our contracts with channel papicits were terminated, if our relationship
with channel participants were to deterioratenif af our competitors enter into strategic relasgioips or acquire a significant channel
participant, or if the financial condition of ounannel participants were to weaken. In connectiith @ur efforts to further penetrate markets,
we will need to maintain or expand our relationshigth indirect channel participants and develogitahal relationships. There can be no
assurance that we will be successful in maintainéxganding or developing our relationships withsia channel participants. If we are not
successful, we may lose sales opportunities, cua®and market share.

To be successful we must effectively compete in a range of markets within the highly competitive software industry. The software industry is
intensely competitive. Many vendors develop andketalatabases, internet application server prodapfdication development tools,
business applications, collaboration products arginess intelligence products that compete withodi@rings. In addition, several compar
offer business outsourcing as a competitive alter@do buying software. Some of these competitage greater financial or technical
resources than we do. We expect to continue toifdease competition in each market in which we peta. We could lose market share if
our competitors introduce new competitive prodirts one or more of our markets, add new functityp&ito an existing competitive
product, acquire a competitive product, reducegstior form strategic alliances with other companiie addition, because new distribution
methods and opportunities offered by the internetelectronic commerce have removed many of thedoarto entry historically faced by
small and startp companies in the software industry, we expetate additional future competition from these camips. We may also fa
increasing competition from
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open source software initiatives, in which compesitmay provide software and intellectual propég over the internet. If existing or new
competitors gain market share in any of these nigrké our expense, our business and operatinggeswld be adversely affected. Our
applications run only on our database productschvbould potentially limit our share of the markat business applications software.
Additionally, our competitors who offer businespBgations and application server products maygrfice a customesx’purchasing decisiol
for the underlying database in an effort to persyaatential customers not to acquire our products.

If we cannot hire enough qualified employees or if we lose key employees, it will adversely affect our ability to manage our business,

develop our products and increase our revenues. We believe our continued success depends to adaigat on the continued service of our
senior management and other key employees andrthg bf new qualified employees. In the softwamdustry, there is substantial and
continuous competition for highly skilled businegsyduct development, technical and other persodelmay experience increased
compensation costs that are not offset by eithgramed productivity or higher prices. We may notsiecessful in recruiting new personnel
and in retaining and motivating existing personigmbers of our senior management team have leftl®over the years for a variety of
reasons and we cannot assure you that there wilenadditional departures. Any changes in manageos be disruptive to our operations.
With rare exceptions, we do not have long-term @ymlkent or non-competition agreements with our eggds. Part of our total
compensation program includes stock options. Thatility or lack of positive performance of our stoprice may from time to time
adversely affect our ability to retain or attraelylemployees. In addition, if we elected to orracuired to treat all stock-based compensation
as an expense, we may change both our cash amdbsteed compensation practices. Some of the chavgase considering include the
reduction in the number of employees granted optianmeduction in the number of options granteel glimination or reduction of benefits
under the employee stock purchase plan and a chiaradternative forms of stock-based compensathy. changes in our compensation
practices or changes made by competitors couldtadie ability to retain and motivate existing parsel and recruit new personnel.

If we account for employee stock option and employee stock purchase plans using the fair value method, it could significantly reduce our

net income and earnings per share. There has been ongoing public debate whether emelsipck option and employee stock purchase plan:s
shares should be treated as a compensation exgedsi so, how to properly value such chargewdfelected or were required to record an
expense for our stock-based compensation plang adiair value method, we could have significamtoamting charges. For example, in

fiscal 2004, had we accounted for stock-based casgi®n plans using a fair value method prescribater FASB Statement No. 123, as
amended by Statement 148, net income would haveiegleiced by $202.7 million. On March 31, 2004, F#A&B released an exposure dr
Share-Based Paymenivhich would require us to measure all employeelsbased compensation awards using a fair valukadend

record such expense in our consolidated finanté@ésents. The final statement is expected latealiendar 2004, and if adopted as currently
proposed, would be effective beginning in our fis206.

We might experience significant errors or security flawsin our products. Despite testing prior to release of the produdfware products
frequently contain errors or security flaws, espkgiwhen first introduced or when new versions@leased. Software errors in our products
could affect the ability of our products to worktkvbther hardware or software products, could ddlaydevelopment or release of new
products or new versions of products and could gy affect market acceptance of our productsufigdlaws in our products could
expose us to claims as well as harm our reputatibich could impact our future sales. The detectiod correction of any security flaws can
be time consuming and costly. In addition, we run@wn business operations as well as Oracle Onabdmn our products and any security
flaws, if exploited, could affect our ability to mduct business operations. End users, who relyuopmducts for applications that are critical
to their businesses, may have a greater sensitivityoduct errors and security vulnerabilitiesticastomers for software products generally.
If we experience errors or delays in releasing pevducts or new versions of products, we could fesenues. Software product errors could
also subject us to product liability, performanoe/ar warranty claims, which could adversely afieet business and operating results.

We periodically have restructured our sales force, which can be disruptive. We continue to rely heavily on our direct saleséin many
years, we have restructured or made other adjussnb@our sales force
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response to factors such as management changdacpoianges, performance issues and other inteonalderations. Changes in the
structure of the sales force and sales force mamagiehave generally resulted in a temporary ladafis and reduced productivity that may
have affected revenues in one or more quarterscafeot assure you that we will not continue tortestire our sales force or that the
transition issues associated with restructuringstiles force will not recur.

Some of our products are not as profitable as others. Some of our products require a higher level of tmyaent, 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 our current research and development efforts for several years, if at all. Developing and
localizing software is expensive and the investneproduct development often involves a long paybaycle. In fiscal 2004, our research
and development expenses were $1,278.2 millioh3&t of our total revenues. Our plans for fiscal20@lude significant investments in
software research and development and related grogportunities. We believe that we must contitiudedicate a significant amount of
resources to our research and development efforteatntain our competitive position. However, wendd expect to receive significant
revenues from these investments for several years.

We may not be able to protect our intellectual property. We rely on a combination of copyright, patent, &egrk, trade secrets,
confidentiality procedures and contractual commiitago protect our proprietary information. Despite efforts, these measures can only
provide limited protection. Unauthorized third pastmay 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 intellectual property rights. We sometimes receive notices from others claimiegve infringing
their patent or other intellectual property rightée expect the number of such claims will increas¢he number of products and competitors
in our industry segments grows and the functiopalitproducts overlaps. Companies are more fredyeatking to patent software and
business methods because of developments in thén&wnay extend the ability to obtain such patefitsa result, we expect to receive more
patent infringement claims. Responding to any imgfement claim, regardless of its validity, could:

« be time-consuming to defend;

« result in costly litigation;

« divert management’s time and attention from devielppur business;

* require us to enter into royalty and licensing agrents that we would not normally find acceptable;
* require us to stop selling or to redesign our pobsiu

* require us to pay money as damages; or

* require us to satisfy indemnification obligatiohatwe have with our customers.

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

Our salesto government clients subject usto risksincluding early termination, audits and investigations that can adversely affect our
business. We derive a substantial portion of our revenuemfomntracts with the United States government tsmdgencies and from contra
with state and local governments and their agenGesernments and their agencies may terminate aidkese contracts at any time,
without cause.
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Also, there is increased pressure for all governtmend their agencies, both domestically and iatgnally, to reduce spending. Our federal
government contracts are subject to the approvappfopriations being made by the United Stategg€ss to fund the expenditures to be
made by the federal government under these costradtitionally, government contracts are genersiligject to audits and investigations by
government agencies. If the government discovepsdper or illegal activities in the course of aadit investigations, the contractor may be
subject to various civil and criminal penalties aabninistrative sanctions, which may include temtion of contracts, refund of a portion of
fees received, forfeiture of profits, suspensiopafments, fines and suspensions or debarmentdodng business with the government. If
we were assessed any penalties or sanctions, sinmelss and operating results could be adversedgtafi.

Oracle On Demand may not be successful. We offer outsourcing services for our products tigto our three core offerings; E-Business
Suite On Demand, Collaboration Suite On DemandTauahnology On Demand, delivered either at Oraclat @ customer designated
location. Our Oracle On Demand business modehislaevolving and we may not be able to competeatively or generate significant
revenues. Our Oracle On Demand business is subjectariety of risks including:

* we may not be able to operate this business at@ptable profit level;

» because we manage critical customer applicationsowtl be exposed to significant damage claimbénelvent of system failures or
inadequate disaster recove

 because Oracle On Demand results in our managevheanstomer data and other confidential informatiwa have increased exposure
to risk of claims around data security and privang misappropriation of customer confidential infiation;

« if we are unable to meet application availabiliguirements, provide adequate disaster recoverpm@vide agreed upon data security
and privacy threshold standards, we may not betaldéract new customers and we could lose exgjstirstomers

« the laws and regulations applicable to hosted semioviders are unsettled and we could have regylaxposure in certain areas such
as data privacy, data security, export compliamzkveorkforce reduction claims as a result of cugtntransferring their information
technology functions to us; al

« as our Oracle On Demand business grows, we witl bt@eontinue to invest in various aspects of audemand offering, including de
centers, computers, network infrastructure andritgc

If we are unable to successfully exploit this besmour future operating results could be adverddgted.

Business disruptions could affect our future operating results. Our operating results and financial condition cdutdmaterially and adverse
affected in the event of a major earthquake, firether catastrophic event. We are a highly autethbtisiness and a disruption or failure of
our systems could cause delays in completing saldgroviding services, including Oracle On Demahkdignificant portion of our research
and development activities and certain other @iitimisiness operations are concentrated in a fegrgphic areas. A catastrophic event that
results in the destruction or disruption of anyof critical business or information technologyteyss could severely affect our ability to
conduct normal business operations and as a @sultiture operating results could be adverselgciéd.

We may have exposure to additional tax liabilities. As a multinational corporation, we are subjectimoime taxes as well as non-income
based taxes, in both the United States and vafovaign jurisdictions. Significant judgment is répd in determining our worldwide
provision for income taxes and other tax liabitie

In the ordinary course of a global business, tiaeeemany intercompany transactions and calculatigrese the ultimate tax determination is
uncertain. We are regularly under audit by tax auties. Our intercompany transfer prices are autyebeing reviewed by the IRS and by
foreign tax jurisdictions and will likely be subjetio additional audits in the future. We previousbgotiated two Advance Pricing Agreeme
with the IRS that cover many of our intercompamnsfer prices and preclude the IRS from makinguasfer pricing
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adjustment within the scope of these agreementsagheements, however, are only effective for figears through May 31, 2001, do not
cover all elements of our transfer pricing and dobind tax authorities outside the United Stat®s.are currently negotiating bilateral and
unilateral Advance Pricing Agreements to coverghgod from June 1, 2001 to May 31, 2006.

Although we believe that our tax estimates areaealsle, we cannot assure you that the final detetioin of our tax audits and litigation w
not be different from what is reflected in our bigtal income tax provisions and accruals.

We have exposure to additional non-income taxliiéds. We are subject to non-income taxes, sugbegsoll, sales, use, value-added, net
worth, property and goods and services taxes, tim @ United States and various foreign jurisditsi. We are regularly under audit by tax
authorities with respect to these non-income taxes.

United States Congressional action in connection with the extraterritorial income case could adversely affect our net income. The World
Trade Organization (WTO) has ruled the extrateiigtoncome regime (ETI) operated by the Unitedt&tdo be an illegal export subsidy. E

is a provision in the United States Tax Code pringjdax incentives on products produced in the éthibtates and exported for sale. On
March 1, 2004, the European Union (EU) began immgpsanctions against a wide range of United Statperts (software not included) as
part of an effort, authorized by the WTO, to presghe United States to repeal ETI. Both housdbhefJnited States Congress have recently
passed their own versions of ETI replacement lati@i and the bills must now move into a joint coitbee to resolve the differences before
becoming law. We cannot be certain that the comm®tegislation replacing ETI will provide us withe level of tax incentives received
under the existing regime. We currently save apprately $25 million per year in United States fedéncome tax under the ETI regime.

Our stock price could remain volatile and your investment could lose value. Our stock price has fluctuated widely in the past eould
continue to do so in the future. Your investmentum stock could lose value. Some of the factaas ¢ould significantly affect the market
price of our stock include:

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

« changes in our revenue and revenue growth ratesvl®le or for specific geographic areas, businegs, products or product
categories

< announcements of new products or product enhandsrbgrus or our competitors;

e announcements regarding our tender offer for P&mte

« announcements regarding other acquisitions;

« announcements of advances in technology by usracaupetitors;

 changes in management;

« changes in recommendations or earnings estimatéisdncial analysts;

« speculation in the press or analyst community;

« changes in political, economic and market condgieither generally or specifically to particuladurstries;

« fluctuations in stock prices generally, particutaslith respect to the stock prices for other te¢bgyp companies;
« changes in interest rates; and

« changes in investors’ beliefs as to the approppéate-earnings ratio or other valuation measureto competitors and us.
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A significant drop in our stock price could expasseto the risk of securities class action lawsiiefending against such lawsuits could result
in substantial costs and divert management’s avte®aind resources. Furthermore, any settlemendvearae determination of these lawsuits
could adversely affect us.

ltem 7A.  Quantitative and Qualitative Disclosures Aout Market Risk

Interest Rate Risk. All of our fixed income investments, with the extiep of auction rate securities, are classifiethels-to-maturity, and
therefore, are reported on the balance sheet atiaswcost. Auction rate securities are classifisgvailable-for-sale and reported on the
balance sheet at par value, which equals markeeyak the rate on such securities re-sets genexaty 7 to 28 days. Consequently, interest
rate movements do not affect the balance sheeatiatuof the fixed income investments. Changesiénaverall level of interest rates affect
our interest income that is generated from ourshwents. For fiscal 2004, total interest income $&&E7.5 million with investments yielding
an average 1.46% on a worldwide basis. This inteads level was down approximately 46 basis pdimmts 1.92% in fiscal 2003. If a simil:
decline in overall interest rates (46 basis poins)e to occur in fiscal 2005, our interest incomnmuld decline approximately $37.0 million,
assuming consistent investment levels.

Table of Investment Securities:

The table below presents the cash, cash equivahehinvestment balances, related weighted averageest rates and maturities for our
investment portfolio at May 31, 2004. The cashhaaguivalent and investment balances approximatedtue at May 31, 2004:

Amortized
Principal Weighted Average
(Dollars in millions) Amount Interest Rate
Cash and cash equivalel $4,13¢ 1.97%
Shor-term investments (91 de-1 year) 4,44¢ 1.12%
Total cash, cash equivalents and investm $8,581 1.55%
I

The table above includes the United States dotjaivalent of cash, cash equivalents and investmargsrtion of which is denominated in
foreign currencies as shown below. See discusdionrdoreign currency risk below for a descriptiohhow we hedge net assets of certain
international subsidiaries from foreign currencpesure.

Amortized
Principal
Amount at

(in millions) May 31, 2004
Euro $ 961
Japanese Ye 82%
British Pounc 18C
Chinese Renmint 15¢&
South African Rani 82
Australian Dollar 72
Canadian Dolla 68
Other currencie 72¢
Total cash, cash equivalents and s-term investments denominated in foreign curren $3,07:
|

During fiscal 1997, we issued $150.0 million in 87 senior notes due in February 2004 and $150lJimih 6.91% senior notes due in
February 2007. In February 2002, we entered intoitterest-rate swap agreements that have the agomdfect of modifying the interest
obligations associated with these senior notebainthe interest payable on the senior notes éfedgtbecomes variable based on the three
month LIBOR set on February 15, May 15, August &8 Blovember 15 of each year until maturity. Thdoral amount of the
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interest rate swaps and their termination date Imthie principal amounts and maturities of the aumding senior notes. In the third quarter of
fiscal 2004, we repaid our $150.0 million seniotasothat matured in February 2004 and settleddhesponding interest rate swap. Our
remaining interest rate swap reduced the effedtiterest rate on our 6.91% senior notes to 3.31% day 31, 2004. The fair value of the
interest rate swap is $7.2 million at May 31, 2@04 is included in other assets in the accompargangolidated balance sheets.

Foreign Currency Transaction Risk. We transact business in various foreign currerammgshave established a program that primarilyzesli
foreign currency forward contracts to offset thekrassociated with the effects of certain foreigrrency exposures. Under this program,
increases or decreases in our foreign currencysexpe are offset by gains or losses on the foreantracts, to mitigate the possibility of
foreign currency transaction gains or losses. Thasggn currency exposures typically arise fromeinompany sublicense fees and other
intercompany transactions. Our forward contractegaly have terms of 90 days or less. We do neffasvard contracts for trading
purposes. All outstanding foreign currency forweoditracts (excluding our Yen equity hedge) are ma@uto market at the end of the period
with unrealized gains and losses included in oith@@me, net. Our ultimate realized gain or losswiispect to currency fluctuations will
depend on the currency exchange rates and otherdan effect as the contracts mature. Net foreigrhange transaction losses included in
other income, net in the accompanying consolidataettments of operations were $20.9 million, $1ildan and $27.4 million in fiscal 2004,
2003 and 2002, respectively. The fair value offtireign currency forward contracts was $(0.7) milland $(0.6) million as of May 31, 2004
and 2003.

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, 2004. Notional weighted average exchangss @ie quoted using market conventi
where the currency is expressed in currency umeitd)mited States dollar. All of our forward contamature in ninety days or less as of
May 31, 2004.

Table of Forward Contracts:

Exchange Exchange
Foreign Currency U.S. Dollars for Notional
for U.S. Dollars Foreign Currency Weighted Average
(Dollars in millions) (Notional Amount) (Notional Amount) Exchange Rate
Functional Currency:
Australian Dollat $ 11 $— 0.7¢
Chinese Renmint 88 — 8.2¢
Euro 45 — 1.21
Indian Rupe 71 — 45.8(
Israeli Sheke 16 — 4.5¢
Japanese Ye 77 1 111.4¢
Korean Wor 31 — 1,179.5(
New Zealand Dolla 6 — 0.61
Peruvian New Sc 1 — 3.5C
Philippine Pes 15 — 56.6¢
Saudi Arabian Riya 28 — 3.7t
Slovakian Korun: 4 — 33.2¢
South African Rant 39 — 6.6-
Taiwan Dollar 8 11 33.4(
Thai Baht 7 — 40.77
Total $447 $12
| |
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Net Investment Risk. Periodically, we hedge the net assets of certa@rational subsidiaries (net investment hedgespusreign currency
forward contracts to offset the translation andnetoic exposures related to our investments in tekabsidiaries. We measure the
ineffectiveness of net investment hedges by ugiegchanges in spot exchange rates because thisdmeftects our risk management
strategies, the economics of those strategiesrifirmancial statements and better manages inteaistdifferentials between different
countries. Under this method, the change in fdineraf the forward contract attributable to thermdes in spot exchange rates (the effective
portion) is reported in stockholders’ equity tosef the translation results on the net investm@atis.remaining change in fair value of the
forward contract (the ineffective portion) is reaizged in other income, net.

At May 31, 2004, we had one net investment heddgajanese Yen. The Yen investment hedge minimimesrcy risk arising from net
assets held in Yen as a result of equity capitabtaduring the initial public offering and secondaffering of Oracle Japan. The fair value of
our Yen investment hedge was $1.4 million and $§(thiflion as of May 31, 2004 and 2003. The Yen stweent hedge has a notional amount
of $653.8 million and an exchange rate of 111.0 ¥ereach United States dollar.

Net losses on investment hedges reported in stéaty equity were $38.4 million, $44.7 million and $61llion in fiscal 2004, 2003 and
2002, respectively. Net gains on investment hedgesrted in other income, net were $7.5 million.9&illion and $6.4 million in fiscal
2004, 2003 and 2002, respectively.

Item 8.  Financial Statements and Supplementary Dat

The response to this item is submitted as a sepaeation of this Form 10-K. See Item 15.

Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

Not applicable

Item 9A. Controls and Procedures

(&) Evaluation of Disclosure Controls and Procedures. Our Chief Executive Officer and our Chief Finandificer, after evaluating the
effectiveness of the Company’s “disclosure contesld procedures” (as defined in the Securities Bxgh Act of 1934 (Exchange Act)

Rules 13a-15(e) or 15d-15(e)) as of the end op#reod covered by this annual report, have conalutat our disclosure controls and
procedures are effective based on their evaluatidhese controls and procedures required by papigib) of Exchange Act Rules 13a-15 or
15d-15.

(b) Changesin Internal Control Over Financial Reporting. There were no changes in our internal control éwancial reporting
identified in connection with the evaluation regaitby paragraph (d) of Exchange Act Rules 13a-1Bbdr15 that occurred during our last
fiscal quarter that have materially affected, @ masonably likely to materially affect, our imtak control over financial reporting.
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PART IlI

Iltem 10. Directors and Executive Officers of the Registran

The information required by this Item with resptecthe directors and compliance with Section 16fdhe Securities and Exchange Act is
incorporated by reference from the information [ided under the headings “Board of Directors” andct®n 16(a) Beneficial Ownership
Reporting Compliance,” respectively, containedum Broxy Statement to be filed with the Securidad Exchange Commission in
connection with the solicitation of proxies for chmnual Meeting of Stockholders to be held on Oeta?9, 2004.

The information required by this Item with respcour executive officers is contained in Item 1Pait | of this Annual Report under the
heading “Executive Officers of the Registrant.”

The information required by this Item with respecbur audit committee members and our audit cotemiinancial experts is incorporated
herein by reference from the information provideder the heading “The Finance and Audit Committ#fejur Proxy Statement.

The information required by this Item with respecour code of business ethics is incorporatedihéngreference from the information
provided under the heading “Statement on Corpdsateernance— Employee Matters” of our Proxy Statemen

The information required by this Item with respcmaterial changes to the procedures by whictstmgkholders may recommend nominees
to our Board of Directors is incorporated hereinréference from the information provided underhbkading “The Nomination and
Governance Committee” of our Proxy Statement.

ltem 11.  Executive Compensatior

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

Item 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

Equity Compensation Plan I nformation

May 31, 2004
Number of
Shares to be Issued
upon Exercise of Weighted-Average Number of Shares
Outstanding Exercise Price of Remaining Available
Options, Outstanding for Future Issuance
Warrants and Options, Warrants under Equity
Rights and Rights Compensation Plang?)
Equity compensation plans approved by
stockholder: 439,535,02 $11.61 562,956,624%)
Equity compensation plans not approved by
stockholders® 40,72¢ $ 1.2¢ —
Total 439,575,75 562,956,62
I I

(1) These numbers exclude the shares listed undeottmn heading “Number of Shares to be Issued up@ndise of Outstanding Options,
Warrants and Right”

(2 This number includes 108,654,203 shares availabl&ifure issuance under the Oracle Corporation|Byee Stock Purchase Plan
(1992).

(3) These options were assumed in connection with tgaiaitions in fiscal 1997 and 1998. No additioaakrds were or can be granted
under the plans that originally issued these opti
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Information required by this Item with respect to& Ownership of Certain Beneficial Owners and Eiggment is incorporated herein by
reference from the information provided under thading “Security Ownership of Certain Beneficial @ns and Management” of our Proxy
Statement.

Item 13.  Certain Relationships and Related Transaains

The information required by this Item is incorpedherein by reference from the information prodidaeder the heading “Related Party
Transactions” of our Proxy Statement.

Item 14.  Principal Accounting Fees and Service

The information required by this Item is incorpedherein by reference from the information prodidaeder the heading “Ratification of
Selection of Independent Registered Public Accognfiirm” of our Proxy Statement.
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PART IV
Item 15.  Exhibits, Financial Statement Schedules and Reporisn Form &K

(@ 1. Financial Statement:

The following financial statements are filed asaat pf this report:

Page
Report of Ernst & Young LLP, Independent Registdreittlic Accounting
Firm 48
Consolidated Financial Statemer
Balance Sheets as of May 31, 2004 and - 49
Statements of Operations for the years ended Mag®14, 2003 and
2002 50
Statements of Stockholders’ Equity for the yeadeeihMay 31, 2004,
2003 and 200 51
Statements of Cash Flows for the years ended Mag2@4, 2003 and
2002 52
Notes to Consolidated Financial Statem 53
(8 2. Financial Statement Schedules
The following financial statement schedule is fiksla part of this report:
Page
Il Valuation and Qualifying Account 78

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

The following exhibits are filed herewith or aredamporated by reference to exhibits previouslydfikdth the SEC.

Exhibit
Number Exhibit Title
3.01M Restated Certificate of Incorporation filed witletBelaware Secretary of State on January 11, 2000
3.02@ Oracle Bylaws, as adopted October 30, 1986, anchdments dated January 13, 1989 and December 3, 1990
3.04) Certificate of Amendment of Restated Certificaténmforporation filed with the Delaware Secretarystdte on June 5,
2000
4.01® Indenture between Oracle Corporation and StatetSBa&nk and Trust Company of California, N.A., defebruary 24,
1997
4.024) * Oracle Corporation 1993 Deferred Compensation Rlammended and restated as of November 15, 2000
4.030G) Amended and Restated Preferred Shares Rights Agréedated March 31, 1998
4.04©) Amendment Number One to the Amended and RestatfdrRyd Shares Rights Agreement, dated March 229 19
4.05(7 Specimen Certificate of Registrant's Common Stock
10.01@ * Oracle Corporation Employee Stock Purchase Plag2)]l@s amended and restated as of March 22, 2002
10.02@) * Oracle Corporation Amended and Restated 1993 birgcEtock Plan
10.04M) * The 1991 Long-Term Equity Incentive Plan, as amdritleough October 18, 1999
10.053@) * Amendment to the 1991 Long-Term Equity IncentiverRdated January 7, 2000
10.06@ * Amendment to the 1991 Long-Term Equity IncentiverRldated June 2, 2000
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Exhibit

Number Exhibit Title
10.07@ The 2000 Long-Term Equity Incentive Plan, as appdoon October 16, 2000
21.01 Subsidiaries of the Registre
23.01 Consent of Ernst & Young LLP, Independent Registétablic Accounting Firn
31.01 Certification Pursuant to Section 302 of the Saeks-Oxley Act— Lawrence J. Ellisol
31.02 Certification Pursuant to Section 302 of the Saeks-Oxley Act— Jeffrey O. Henle
32.01 Certification Pursuant to Section 906 of the Saés-Oxley Act

* Indicates management contract or compensatorygulamrangemer

@

@

(©)

4)

®)

(6)

@)

®)

)

(b)

Incorporated by reference to the Form 10-Q filedanuary 14, 2000

Incorporated by reference to the Form 10-K filedfargust 28, 2000

Incorporated by reference to the Form 10-K filedJane 24, 2003

Incorporated by reference to the Form 10-K filedJaty 29, 2002

Incorporated by reference to the Form 8-A/ A filmdMarch 31, 1998

Incorporated by reference to the Form 8-A/ A fimdMarch 22, 1999

Incorporated by reference to the Form 10-K filedfargust 10, 2001

Incorporated by reference to the Form 10-Q filed&ecember 18, 2003

Incorporated by reference to the Form 10-Q filedanuary 16, 2001

Reports on Form 8-K

None
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Oracle Corporation

We have audited the accompanying consolidated balsineets of Oracle Corporation as of May 31, 20042003, and the related
consolidated statements of operations, stockhdldgrsty and cash flows for each of the three yéatbe period ended May 31, 2004. Our
audits also included the financial statement scleeliited in the index at Item 15 (a)2. These ftiahstatements and schedule are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements and schedule based on
our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of Oracle
Corporation as of May 31, 2004 and 2003, and timsalidated results of its operations and its cashd for each of the three years in the
period ended May 31, 2004, in conformity with UgBnerally accepted accounting principles. Als@unopinion, the related financial
statement schedule, when considered in relatidihetdasic financial statements taken as a whodsgnits fairly in all material respects, the
information set forth therein.

/sl ERNST & YOUNG LLP

San Francisco, California

June 14, 2004,

except for the second and eighth paragraphs of Natas to which the date is
June 18, 2004
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ORACLE CORPORATION
CONSOLIDATED BALANCE SHEETS
As of May 31, 2004 and 2003

May 31,
(in millions, except per share data) 2004 2003
ASSETS
Current asset:
Cash and cash equivale $ 4,13¢ $ 4,73
Shor-term investment 4,44¢ 1,782
Trade receivables, net of allowances of $364 adayf 31, 2004 and

$376 as of May 31, 20C 2,01z 1,92(
Other receivable 322 301
Deferred tax asse 301 381
Prepaid expenses and other current a: 114 10€

Total current asse 11,33¢ 9,221

Investments in debt securiti — 232
Property, ne 1,06¢ 1,06z
Deferred tax asse 92 10C
Other asset 267 34t
Total asset $12,76: $10,96"
| |
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payabl $ 191 $ 22¢
Current portion of lon-term debt 9 152
Income taxes payab 95C 891
Accrued compensation and related bent 55€ 454
Other accrued liabilitie 1,06¢ 1,02t
Deferred revenue 1,497 1,40¢
Total current liabilities 4,272 4,15¢
Notes payable and lo-term debt, net of current portic 162 17t
Deferred tax liabilities 59 89
Other lon¢-term liabilities 274 22k
Commitments and contingenci
Stockholder’ equity:
Preferred stock, $0.01 par value—authorized: labesh outstanding:

none — —
Common stock, $0.01 par value and additional paichpital—

authorized: 11,000 shares; outstanding: 5,171 slewef May 31,

2004 and 5,233 shares as of May 31, 2 5,45¢ 5,101
Retained earning 2,38: 1,092
Accumulated other comprehensive incc 15€ 127

Total stockholder equity 7,99¢ 6,32(

Total liabilities and stockholde’ equity $12,76: $10,96"

| |

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended May 31, 2004, 2003 and 2002

Year Ended May 31,

(in millions, except per share data) 2004 2003 2002
Revenues
New software license $ 3,541 $3,27( $3,51:
Software license updates and product sug 4,52¢ 3,92¢ 3,54(
Software revenue 8,07( 7,19¢ 7,052
Services 2,08¢ 2,27¢ 2,62(
Total revenue 10,15¢ 9,47% 9,67:
Operating expense
Sales and marketir 2,13¢€ 2,072 2,20¢
Software license updates and product sug 547 474 462
Cost of service 1,77 1,86¢ 1,94«
Research and developme 1,27¢ 1,18( 1,07¢
General and administrati 561 441 411
Total operating expens 6,292 6,03¢ 6,10z
Operating incom: 3,86¢ 3,44( 3,571
Net investment gains (losses) related to equityrstaes 29 (117) (249
Other income, ne
Interest incomt 11¢ 12¢ 16€
Interest expens (22) (16) (20
Other (45) a7 (65)
Total other income, n¢ 52 96 81
Income before provision for income ta» 3,94t 3,42t 3,40¢
Provision for income taxe 1,264 1,11¢ 1,18¢
Net income $ 2,681 $2,307 $2,22¢
| | |

Earnings per shan

Basic $ 0.51 $ 0.44 $ 0.4C
I | |
Diluted $ 0.5C $ 0.4 $ 0.3¢
| | |
Weighted average common shares outstani
Basic 5,21t 5,30z 5,561¢
I | |
Diluted 5,32¢ 5,41¢ 5,68¢
| | |

See notes to consolidated financial statements.
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ORACLE CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended May 31, 2004, 2003 and 2002

Common Stock
and Additional

Paid in Capital Accumulated
Other
Comprehensive Number Retained Comprehensive
(in millions) Income of Shares Amount Earnings Income (Loss) Tota
Balances, May 31, 20( 5,59 $4,821 $ 1,61( $(154; $ 6,27
Common stock issued under stock option p $ — 29 12: — — 122
Common stock issued under stock purchase — 20 20¢ — — 20¢
Repurchase of common sta — (210; (168; (2,624 — (2,792
Tax benefits from stock plai — — 44 — — 44
Foreign currency translatic 19 — — — 19 19
Net equity hedge loss, net of tax of (20) — — — (10) (20)
Reversal of unrealized loss on equity securities,
net of tax of $1¢ 23 — — — 23 23
Net income 2,22¢ — — 2,22¢ — 2,22¢
Comprehensive incorr $2,25¢
| —
Balances, May 31, 20( 5,431 5,02¢ 1,21( 122 6,117
Common stock issued under stock option p $ — 48 192 — — 192
Common stock issued under stock purchase — 24 164 — — 164
Repurchase of common sta — (270 (228 (2,425 — (2,653
Settlement of forward contra — — (166 — — (166
Tax benefits from stock plai — — 11C — — 11C
Foreign currency translatic 25€ — — — 25€ 25€
Net equity hedge loss, net of tax of $( (33) — — — (33) (33)
Unrealized gain on equity securities, net of ta
$15 26 — — — 26 26
Net income 2,30 — — 2,307 — 2,301
Comprehensive incorr $2,55¢
| —
Balances, May 31, 20( 5,23 5,101 1,09: 127 6,32(
Common stock issued under stock option p $ — 38 19C — — 19C
Common stock issued under stock purchase — 18 164 — — 164
Repurchase of common sta — (118 (109 (1,390 — (1,499
Tax benefits from stock plai — — 11C — — 11C
Foreign currency translatic 75 — — — 75 75
Net equity hedge loss, net of tax of $( (23) — — — (23) (23)
Reversal of unrealized gain on equity securitie
net of tax of $1: (25) — — — (25) (25)
Unrealized gain on equity securities, net of tax of
$1 2 — — — 2 2
Net income 2,681 — — 2,681 — 2,681
Comprehensive incorr $2,71(
| —
Balances, May 31, 20( 5,171 $5,45¢ $ 2,38: $ 15€ $ 7,99¢
I I L] | I

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended May 31, 2004, 2003 and 2002

Year Ended May 31,

(in millions) 2004 2003 2002

Cash Flows From Operating Activitie
Net income $ 2,681 $ 2,307 $2,22¢
Adjustments to reconcile net income to net caskigea by
operating activities

Depreciatior 19¢ 243 273
Amortization of intangible asse 36 84 90
Provision for trade receivable allowanc 173 12¢ 19t
Net investment (gains) losses related to equityriges (29 111 244
Deferred income taxe 58 a0 (160
Changes in assets and liabiliti
(Increase) decrease in trade receiva (24%) 11¢ 23C
(Increase) decrease in prepaid expenses and Gibetx a7 41 (23
Increase (decrease) in accounts payable and athent
liabilities 25 (88) (341
Increase (decrease) in income taxes pay 20C (82) 384
Increase in deferred revent 83 65 5
Increase in other loi-term liabilities 14 4 14
Net cash provided by operating activit 3,171 3,02 3,13¢
Cash Flows From Investing Activitie
Purchases of investmer (10,310 (4,719 (6,087
Proceeds from maturities and sale of investm 8,00¢ 5,94: 4,38¢
Capital expenditure (189 (297) (27¢)
Increase in other ass¢ (72) (43) (49)
Net cash provided by (used for) investing actigi (2,567 89t (2,030
Cash Flows From Financing Activitie
Payments for repurchase of common st (1,499 (2,659 (2,799
Proceeds from issuance of common sl 354 35€ 332
Borrowings (payments) of notes payable and -term deb! (144 9 (5)
Settlement of forward contra — (16€) —
Net cash used for financing activiti (1,289 (2,459 (2,465
Effect of exchange rate changes on cash and casvadnts 74 17¢ 6
Net increase (decrease) in cash and cash equis (599 1,64z (1,359
Cash and cash equivalents at beginning of pe 4,73 3,09t 4,44¢
Cash and cash equivalents at end of pe $ 4,13t $4,73% $ 3,09t
I | ]

Supplemental schedule of cash flow d:
Cash paid for income tax $ 1,01C $1,14¢ $ 1,00(
Cash paid for intere: $ 23 $ 20 $ 20

See notes to consolidated financial statements.
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
May 31, 2004

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organization

We develop, manufacture, market, distribute andiseicomputer software that helps organizationsagarand grow their businesses. Our
software products can be categorized into two bevads: database technology software and applisasioftware. Database technology
software is used for developing and deploying aapibns on the internet and on corporate intraaedsincludes database management
software, application server software, developnteols and collaboration software. Applications s@fte can be used to automate business
processes and to provide business intelligencérfancials, projects, marketing, sales, order manant, procurement, supply chain,
manufacturing, service and human resources. Weoffisosoftware license updates and product suppudtother services including
consulting, advanced product services, and edutatio

Significant Accounting Policies

Basis of Financial StatemenThe consolidated financial statements include gapants and the accounts of our wholly owned anjbrity
owned subsidiaries. We consolidate all of our nigj@mwned subsidiaries and reflect minority interefsthe portion of these entities that we
do not own as a long-term liability. At May 31, 20@nd 2003, the balance of minority interest w332 million and $196.5 million,
respectively. Intercompany transactions and balkhege been eliminated. Certain prior year balahage been reclassified to conform to
current year presentation.

Use of EstimateDQur consolidated financial statements are preparadcordance with U.S. generally accepted accogiiinciples
(GAAP). These accounting principles require us ikencertain estimates, judgments and assumptioaseélieve that the estimates,
judgments and assumptions upon which we rely asoreable based upon information available to tiseatime that these estimat
judgments and assumptions are made. These estjjuaigsents and assumptions can affect the repartexlints of assets and liabilities
of the date of the financial statements as wethaseported amounts of revenues and expensegadhsrperiods presented. To the extent
there are material differences between these egtinmdgments or assumptions and actual resultdjr@ncial statements will be affected
many cases, the accounting treatment of a partitn@asaction is specifically dictated by GAAP atwks not require managementidgmen
in its application. There are also areas in whigmagement's judgment in selecting among availdderatives would not produce a
materially different result.

Revenue RecognitioWe derive revenues from the following sources:s@dfjware, which includes new software license afthare license
updates and product support revenues and (2) ssrvidhich include consulting, advanced productisesvand education revenues.

New software license revenues represent all feegddrom granting customers licenses to use oabdae technology and applicatic
software, and exclude revenues derived from soéweense updates, which are included in softwiaense updates and product support.
While the basis for software license revenue rettimgmnis substantially governed by the provisiofi$Statement of Position No. 97-2,
Software Revenue Recognitiossued by the American Institute of Certified RuBccountants, we exercise judgment and use estisin
connection with the determination of the amoundaffware and services revenues to be recognizedadh accounting period.
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2004

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize new
software license revenue when: (1) we enter idagally binding arrangement with a customer forltbense of software; (2) we deliver the
products; (3) customer payment is deemed fixedeterdhinable and free of contingencies or signifiearcertainties; and (4) collection is
probable. Substantially all of our new softwarefise revenues are recognized in this manner.

The vast majority of our software license arrangaiménclude software license updates and prodygiat, which are recognized ratably
over the term of the arrangement, typically onery8aftware license updates provide customers migthits to unspecified software product
upgrades, maintenance releases and patches rethagggithe term of the support period. Producipsupincludes internet access to techr
content, as well as internet and telephone acodsshnical support personnel. Software licensatgsdand product support are generally
priced as a percentage of the net new softwaredeéees. Software license updates can be purckapadately from product support;
however, only customers who purchase software dieepdates can purchase product support.

Many of our software arrangements include consyliiimplementation services sold separately undeswting engagement contracts.
Consulting revenues from these arrangements aerggnaccounted for separately from new softwarenise revenues because the
arrangements qualify as service transactions asetein SOP 97-2. The more significant factors abered in determining whether the
revenue should be accounted for separately inchel@ature of services (i.e., consideration of Wwaethe services are essential to the
functionality of the licensed product), degreeiskyavailability of services from other vendoiigiing of payments and impact of milestones
or acceptance criteria on the realizability of software license fee. Revenues for consulting sesvare generally recognized as the services
are performed. If there is a significant uncertaaibout the project completion or receipt of paytrfenthe consulting services, revenue is
deferred until the uncertainty is sufficiently rbsam. We estimate the percentage of completionomtracts with fixed or “not to exceed” fees
on a monthly basis utilizing hours incurred to dagea percentage of total estimated hours to cdenfiie project. We recognize no more than
90% of the milestone or total contract amount ymilject acceptance is obtained. If we do not lsseafficient basis to measure progress
towards completion, revenue is recognized wheneseive final acceptance from the customer. Wheal taist estimates exceed revenues,
we accrue for the estimated losses immediatelygusist estimates that are based upon an averdgéfutiened daily rate applicable to the
consulting organization delivering the services.

If an arrangement does not qualify for separatewauiing of the software license and consultingdeations, then new software license
revenue is generally recognized together with tiresalting services based on contract accountinggusither the percentage-oémpletion o
completed-contract method. Contract accountingiad to any arrangements: (1) that include nless or customer specific acceptance
criteria that may affect collection of the softwéicense fees; (2) where services include significaodification or customization of the
software; (3) where significant consulting serviaes provided for in the software license contweithout additional charge or are
substantially discounted; or (4) where the softWaense payment is tied to the performance of ahimg services.

Advanced product services revenues are recognizedtioe term of the service contract, which is gaelyone year. Education revenues are
recognized as the classes or other education mdfeare delivered.

For arrangements with multiple elements, we allcavenue to each element of a transaction basmditgpfair value as determined by
“vendor specific objective evidence.” Vendor spiecifbjective evidence of fair value for all elem®&nf an arrangement is based upon the
normal pricing and discounting practices for thpseducts and services when sold separately ansbfoware license updates and product
support services, is additionally measured by émewal rate offered to the customer.

We defer revenue for any undelivered elementsracaognize revenue when the product is delivereaer the period in which the service is
performed, in accordance with our revenue recagmppiolicy for such
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2004

element. If we cannot objectively determine the ¥ailue of any undelivered element included in heddoftware and service arrangements,
we defer revenue until all elements are deliveratiservices have been performed, or until fair @aan objectively be determined for any
remaining undelivered elements. When the fair value delivered element has not been establishedis& the residual method to record
revenue if the fair value of all undelivered eletser determinable. Under the residual methodfahievalue of the undelivered elements is
deferred and the remaining portion of the arrangeife is allocated to the delivered elements anddognized as revenue.

Our software license arrangements generally dinehide acceptance provisions. However, if accegggrovisions exist as part of public
policy, for example in agreements with governmantities when acceptance periods are required bydawithin previously executed terms
and conditions that are referenced in the currgreeanent and are short-term in nature, we provade ales return allowance in accordance
with FASB Statement No. 4&evenue Recognition when Right of Return Exi$tscceptance provisions are long-term in naturare not
included as standard terms of an arrangementveg ifannot reasonably estimate the incidence ofrrgtuevenue is recognized upon the
earlier of receipt of written customer acceptancexpiration of the acceptance period.

We also evaluate arrangements with governmentaiesntontaining “fiscal funding” or “terminatiorof convenience” provisions, when such
provisions are required by law, to determine thabpbility of possible cancellation. We consider tiple factors, including the history with
the customer in similar transactions, the “esskntia” of the software licenses and the planning, budgetimd approval processes underte
by the governmental entity. If we determine thatlikelihood of non-acceptance in these arrangesrisnmemote, we then recognize revenue
once all of the criteria described above have lmeen If such a determination cannot be made, rev@&tecognized upon the earlier of cash
receipt or approval of the applicable funding psis by the governmental entity.

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; howtarens may vary based on the country in whichatiigement is executed. Payments that
are due within six months are generally deemecetiixed or determinable based on our successfléatan history on such arrangements,
and thereby satisfy the required criteria for rex@recognition.

While most of our arrangements include short-teaynpent terms, we have a standard practice of prayidng-term financing to credit
worthy customers through our financing divisiomd fiscal 1989, when our financing division wasrfed, we have established a history of
collection, without concessions, on these receaablith payment terms that generally extend ujvtoyears from the contract date. Provi
all other revenue recognition criteria have beet me recognize new software license revenue fesdtarrangements upon delivery, net of
any payment discounts from financing transactitméiscal 2004, 2003 and 2002, $356.6 million, $364illion and $453.6 million or
approximately 10%, 11% and 13% of our new softWiaense revenues were financed through our finandimision. We have generally sold
these receivables on a non-recourse basis toghitygl financing institutions. We account for théesaf these receivables as “true sales” as
defined in FASB Statement No. 148ccounting for Transfers and Servicing of Finandakets and Extinguishments of Liabilities

Allowances for Doubtful Accounts and ReturWe record allowances for doubtful accounts basexh @pspecific review of all significant
outstanding invoices. For those invoices not spedly reviewed, provisions are provided at diffeirates, based upon the age of the
receivable. In determining these percentages, \&kyaam our historical collection experience and entreconomic trends. We also record a
provision for estimated sales returns and allowarmceproduct and service related sales in the gemed the related revenues are recordt
accordance with Statement 48. These estimatesaassllon historical sales returns, analysis of tredimo data and other known factors.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2004

Legal ContingenciesWe are currently involved in various claims andalegroceedings. Quarterly, we review the statusagh significant
matter and assess our potential financial exposiutfee potential loss from any claim or legal peeding is considered probable and the
amount can be reasonably estimated, we accrubilityidor the estimated loss.

Accounting for Income TaxeWe account for income taxes in accordance with FA&Bement No. 10#ccounting for Income Taxes
Deferred income taxes are recorded for the expdatedonsequences of temporary differences bettveetax bases of assets and liabilities
for financial reporting purposes and amounts retzaghfor income tax purposes. We record a valualtmwance to reduce our deferred tax
assets to the amount of future tax benefit thatase likely than not to be realized.

Concentration of Credit Riskinancial instruments that are potentially subjeatoncentrations of credit risk consist primadhinvestments
and trade receivables. Investment policies hava meplemented that limit investments to investngnatde securities. The risk with respec
trade receivables is mitigated by credit evaluaioe perform on our customers and by the diverdifio of our customer base.

Foreign Currency TranslatiorWe transact business in various foreign currendiiegeneral, the functional currency of a foreigreration is
the local country’s currency. Consequently, reverasd expenses of operations outside the UniteédsSaae translated into United States
dollars using weighted-average exchange rates \ahgets and liabilities of operations outside thédd States are translated into United
States dollars using year-end exchange rates. fldéwtseof foreign currency translation adjustmemis affecting retained earnings are
included in stockholders’ equity as a componergafumulated other comprehensive income (loss)dratitompanying consolidated balance
sheets.

Impairment of Lon-Lived AssetsWe review long-lived assets and identifiable infateyassets for impairment whenever events or obainmg
circumstances indicate that the carrying amouthese assets may not be recoverable. We assessafisets 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 rextognize any impairment loss for long-
lived assets in fiscal 2004, 2003 or 2002.

Advertising:All advertising costs are expensed as incurred eftibing expenses were $68.2 million, $103.6 millamd $133.2 million in
fiscal 2004, 2003 and 2002, respectively.

Research and DevelopmeAll research and development costs are expensiedt@sed. Costs eligible for capitalization und&3B
Statement No. 8G\ccounting for the Costs of Computer Software t&Blel, Leased, or Otherwise Marketaslere not material to our
consolidated financial statements.

Accounting for Sto-Based CompensatioliVe account for our stockased compensation plans under the intrinsic valkedod of accountir
as defined by Accounting Principles Board Opiniam R®5,Accounting for Stock Issued to Employaed related interpretations. We apply
disclosure provisions of FASB Statement No. 1&2&;ounting for Stock-Based Compensatias amended by FASB Statement No. 148,
Accounting for Sto-Based Compensation—Transition and Disclosure
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2004

2. STOCK BASED COMPENSATION PLANS

We issue stock options to our employees and outiidetors and provide employees the right to pasehour stock pursuant to stockholder
approved stock option and employee stock purchasgrgms. For pro forma disclosures, the estimaaed/alue of the options is amortized
using the accelerated expense attribution methedtbe vesting period, typically four years, and éstimated fair value of the stock
purchases is amortized over the signth purchase period. The following table illuttsathe effect on net income and earnings per shae
had accounted for our stock option and stock puelpdans under the fair value method of accounting:

Year Ended May 31,

(in millions, except per share data) 2004 2003 2002
Net income, as reporte $2,681 $2,301 $2,22¢

Deduct: Stock-based employee compensation exmiteemined under the fair value
based method for awards, net of related tax ef (203) (330 (460
Pro forma net incom $2,47¢ $1,971 $1,76¢4
| | |

Earnings per sharn

Basi—as reportel $ 0.51 $ 0.44 $ 0.4C
Basi—pro forma $ 0.4¢ $ 0.37 $ 0.3
Diluted—as reporte! $ 0.5C $ 0.4c $ 0.3¢
Diluted—pro forma $ 0.4¢ $ 0.3¢ $ 0.31

We estimate the fair value of our options usingack-Scholes option value model, which was develddpe use in estimating the fair value
of traded options that have no vesting restrictiamg are fully transferable. Option valuation mgdelquire the input of assumptions,
including the expected stock price volatility. Quptions have characteristics significantly diffeérfrom those of traded options, and changes
in the input assumptions can materially affectftiievalue estimates. The fair value of optionsnged and the option component of the
employee purchase plan shares were estimated datbef grant using a Black-Scholes pricing mad#i the following weighted average
assumptions:

Year Ended May 31,

2004 2003 2002
Employee and Director Stock Options
Expected life from vest date (in yea 1.2€-3.0C 1.25-2.84 1.2€-2.51
Risk-free interest rat 1.65-4.09% 1.1(-3.34% 3.45-4.48%
Volatility 35-44% 48-56% 57%
Dividend yield — — —
Weighted average fair value of gra $ 47¢ % 3.8 % 7.4F
Employee Stock Purchase Pla
Expected life (in years 0.5C 0.5C 0.5C
Risk-free interest rat 1.02-1.10% 1.12-1.22% 3.45-3.93%
Volatility 4C-48% 56-57% 57%
Dividend yield — — —
Weighted average fair value of gra $ 3.0 % 252 % 4.3t
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Stock Option Plans

In fiscal 2001, we adopted the 2000 Long-Term Bqguritentive Plan (the 2000 Plan), which replaced891 Long-Term Equity Incentive
Plan (the 1991 Plan) and provides for the issuaho@n-qualified stock options and incentive stogkions, as well as stock purchase rights,
stock appreciation rights and long-term performaseards to our eligible employees, officers, divestwho are also employees or
consultants, independent consultants and advidader the terms of the 2000 Plan, options to pselmmmon stock generally are granted
at not less than fair market value, become exdstasas established by the Board of Directors (Bp@generally ratably over four years), and
generally expire ten years from the date of gr@ptions granted under the 1991 Plan were granteginoifar terms. If options outstanding
under the 1991 Plan are forfeited, repurchasedthmrwise terminate without the issuance of sttwk shares underlying such options will
also become available for future awards under @@ 2Plan. As of May 31, 2004, options to purch&&® 4t million shares of common stock
were outstanding under both plans, of which 322I6am were vested. Approximately 450.9 million sha of common stock are available for
future awards under the 2000 Plan. To date, we hat&ssued any stock purchase rights, stock agii@c rights or long-term performance
awards under this plan.

In fiscal 1993, the Board adopted the 1993 DirectStock Option Plan (the Directors’ Plan), whialoyided for the issuance of naualified
stock options to non-employee directors. In Au@@®€3, the Directors’ Plan was amended and restateliminate a term limit, eliminate the
ability to reprice options without stockholder apyal, decrease the number of shares of common sésekved for issuance under the
Directors’ Plan, provide the Board with the abilitymake grants of restricted stock, restrictedlstmits or other stock-based awards instead
of the automatic option grants and rename the RiretPlan. Under the terms of the Directors’ Pdgmions to purchase 8.0 million shares of
common stock were reserved for issuance, are gtateot less than fair market value, become esaité over four years, and expire ten
years from the date of grant. The Direc’ Plan provides for automatic, nondiscretionaryngseof options to each non-employee director
upon first becoming a director and thereafter oamamual basis, as well as automatic nondiscretyogiants for chairing certain Board
committees. The Board has the discretion to repdageautomatic option grant under the DirectoranRlith awards of restricted stock,
restricted stock units or other stock-based awhind.number of shares subject to any such stockdawiirbe no more than the equivalent
value of the options, as determined on any reaseiasis by the Board, which would otherwise hagerbgranted under the applicable
automatic option grant. The Board will determine garticular terms of any such stock awards atithe of grant, but the terms will be
consistent with those of options, as describedvibedpanted under the Directors’ Plan with respeatdsting or forfeiture schedules and
treatment on termination of status as a directbiMay 31, 2004, options to purchase 4.1 millionresaf common stock were outstanding
under the 1993 Directors’ Plan, of which 3.1 millizere vested. Approximately 3.4 million sharesarailable for future option awards
under this plan, however no more than 1.8 millibares may be used for grants other than options.
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The following tables summarize information abowicktoptions outstanding:

Shares Under Weighted Average
(in millions, except exercise price) Option Exercise Price
Balance, May 31, 200 447 $10.5¢
Granted 65 $15.8(
Exercisec (29 $ 4.2C
Cancelec (24) $18.21
Balance, May 31, 200 454 $11.31
Granted 66 $ 8.8¢
Exercisec (48) $ 3.9¢
Cancelec (17) $20.5¢
Balance, May 31, 200 45k $11.41
Granted 44 $12.6:
Exercisec (39 $ 4.8¢
Cancelec (21) $21.4:
Balance, May 31, 200 44C $11.61
|

The range of exercise prices for options outstapdirMay 31, 2004 was $1.26 to $45.60. The rangxefcise prices for options is due to
fluctuating price of our stock over the period o€ grants.

Weighted Average Weighted Average
Options Outstanding Remaining Weighted Average Optins Exercisable Exercise Price of
Range of Exercise Price as of May 31, 2004 Contraet Life Exercise Price as of May 31, 2004 Exercibée Options
(Shares in millions) (Shares in millions)
$ 1.26—$3.7¢ 56 2.41 $ 3.41 56 $ 3.41
$ 3.82—3%4.61 65 3.4t $ 4.2¢ 65 $ 4.2
$ 4.62— $6.8¢ 112 4.97 $ 6.81 111 $ 6.8C
$ 7.29— $8.6¢ 52 8.0z $ 8.6¢ 13 $ 8.61
$ 8.72— $12.6( 53 8.51 $12.2¢ 9 $11.1¢
$12.70— $15.8¢ 48 7.0¢ $15.6: 25 $15.6¢
$15.90— $40.81 49 5.92 $37.8( 43 $38.5¢
$40.97— $45.6( 5 5.71 $41.4¢ 4 $41.4¢
$ 1.26— $45.6( 44C 5.5t $11.61 32¢ $11.1°F
—— ——

Stock Purchase Plan

We have an Employee Stock Purchase Plan. To dae7 #nillion shares of common stock have been veskior issuance under the
Purchase Plan. Under the Purchase Plan, employeepunchase shares of common stock at a pricehpee shat is 85% of the lesser of the
fair market value of Oracle stock as of the begigror the end of the semi-annual option periodoligh May 31, 2004, 300.0 million shares
had been issued and 108.7 million shares werevex$éor future issuances under the Purchase Plarndfiscal 2004, 2003 and 2002, we
issued 17.5 million, 23.8 million and 19.6 millishares, respectively, under the Purchase Plan.
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3. EARNINGS PER SHARE

Basic earnings per share is computed by dividinignmeme for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmated by dividing net income for the period by #eighted average number of common
shares outstanding during the period, plus thdiddweffect of outstanding stock options and shésssable under the employee stock
purchase plan using the treasury stock methodwéhdespect to fiscal 2003 and 2002, a forwardtiamt to sell 36.0 million shares of our
common stock that was settled on October 31, 2002 following table sets forth the computation aéiz and diluted earnings per share:

Year Ended May 31,

(in millions, except per share data) 2004 2003 2002
Net income $2,681 $2,307% $2,22¢

| | |
Weighted average common shares outstan 5,21¢ 5,30z 5,51¢
Dilutive effect of employee stock pla 111 11C 14¢
Dilutive effect of forward contrac — 6 23
Dilutive weighted average common shares outstar 5,32¢ 5,41¢ 5,68¢

I I I
Basic earnings per she $ 0.51 $ 0.44 $ 0.4C
Diluted earnings per sha $ 0.5C $ 0.4 $ 0.3¢
Anti-dilutive stock options excluded from calcutait!) 132 11E 15€

(1) These weighted average shares relate todilntive stock options and could be dilutive in fiadure. See Note 2 for information regard
the prices of our outstanding, unexercised opti

4. CASH, CASH EQUIVALENTS AND INVESTMENTS IN DEBT SECU RITIES

Cash and cash equivalents consist primarily ofliiguid investments in time deposits held at majanks, commercial paper, United States
government agency discount notes, money marketahfitnds and other money market securities witbioal maturities of 90 days or less.
Short-term investments primarily consist of commarpaper, corporate notes and Unites States goarhagency notes with original
maturities of greater than 91 days that maturéstaf 2005.

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 limitingadfrisk, market risk and reinvestment risk.

Cash and Cash Equivalents

The amortized principal amount of cash and casivatfnts at May 31, 2004 and 2003 was $4,138.4anithnd $4,737.3 million and the
weighted average interest rates were 1.97% and4l,.i®spectively. The amortized principal amountrappnates fair value at May 31, 2004
and 2003.

Investments in Debt Securiti

In accordance with FASB Statement No. 1A8¢ounting for Certain Investments in Debt and Bg8ecurities and based on our intentions
regarding these instruments, we classify auctite dabt securities as available-for-sale and hkoinvestments in debt securities as held-to-
maturity and account for these investments at draaitcost. The table below presents the amortiziedipal amount, related weighted
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average interest rates, maturities and major sgaype for our investments in debt securities. @heortized principal amount approximated
fair value at May 31, 2004 and 2003. We determihedair value of our investments in debt secuwibiased upon public market rates.

May 31, 2004 May 31, 2003
Amortized Weighted Amortized Weighted
Principal Average Principal Average
(in millions) Amount Interest Rate Amount Interest Rate
Shor-term investments (less than 1 ye $4,44¢ 1.12% $1,782 1.3%%
Long-term investments -2 years — — 23¢ 1.54%
Total investments in debt securit $4,44¢ 1.12% $2,01¢ 1.35%
| |
Debt securities issued by U.S. Treasury and oth8r governmental
entities $ 917 $ 21€
Corporate and other debt securi 3,532 1,79¢
Total $4,44¢ $2,01¢
| |

We have entered into securities lending agreenweititsa financial institution whereby investmentsdiebt securities are loaned and are
secured by collateral in the form of cash or o#emurities. At May 31, 2004 and 2003, total loasecurities were $572.5 million and
$70.0 million and remain in short-term investmentthe accompanying consolidated balance sheetsfaihvalues of the collateral, which
exceeded the book values of the loaned securitiglapa 31, 2004, are not recorded as assets ofifiabiin the accompanying consolidated
balance sheets because we do not have the rigiplexige or sell the collateral.

5.  INVESTMENTS IN EQUITY SECURITIES

In accordance with Statement 115 and based omtntions regarding these instruments, we clasdifjparketable equity securities as
available-for-sale. Marketable equity securities iacluded in other assets in the accompanyingatiolaged balance sheets and all unrealized
holding gains (losses) are reflected net of tastatkholdersequity. If we determine that an investment hastaerahan temporary decline
fair value, generally defined as when our costdasceeds the fair value for approximately six mentwve recognize the investment loss in
net investment gains (losses) related to equityriiées in the accompanying consolidated statemeindperations. We periodically evaluate
our investments to determine if impairment cham@esrequired.
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The following table shows the net carrying valueof equity securities as of May 31, 2004, 2003 20@2 and unrealized gains (losses), net
of tax, for fiscal 2004, 2003 and 2002:

Unrealized Gains

(Losses) in
Fair Value Stockholders’
(in millions) Basis Equity, net of tax
May 31, 2004
Total investment $ 60 $ 3
| |
May 31, 2003
Liberate Technologie a0 25
Other investment 65 1
Total $15¢ $ 26
| |
May 31, 2002
Liberate Technologie 13t 27
Other investment 86 4
Total $221 $ 23
| |

In the first quarter of fiscal 2004, we sold allafr common stock in Liberate Technologies to edtpiarty for approximately $83.5 million
and recognized a $35.4 million gain on the sale.piéeiously recorded impairment charges relatingtteer than temporary declines in the
fair value of our investment in Liberate Technokgof $87.1 million and $173.5 million in fiscal®dand 2002, respectively. We concluded
that our investment was other than temporarily imgubbecause our cost basis exceeded the pubiaded market value of the Liberate
Technologies common stock for approximately six then

In fiscal 2004, 2003 and 2002, we recognized $adlllon, $23.9 million and $70.0 million, respeatly, of impairment losses related to our
other investments, which include investments ingigly held companies, venture funds and publigged companies. We determined that
the decreases in the fair value of these invessneete other than temporary based upon the finbomnaition and near term prospects of
underlying investees, changes in the market derfartdchnology being sold or developed by the ulyitey investees and our intent
regarding providing future funding to the underlyinvestees.

6. DERIVATIVE FINANCIAL INSTRUMENTS

We use derivatives to manage foreign currency atetast rate risk. FASB Statement No. 188¢ounting for Derivative Instruments and
Hedging Activities, as amended, establishes accounting and repatingards requiring that every derivative instrunienrecorded in the
balance sheet as either an asset or liability nmedsat its fair value. Statement 133 also requhiaschanges in the derivative’s fair value be
recognized currently in earnings unless specifatgleeaccounting criteria are met and that a compaust formally document, designate and
assess the effectiveness of transactions thatveeheidge accounting.

Net Investment Hedg:

Periodically, we hedge the net assets of certa@rnational subsidiaries (net investment hedgespusreign currency forward contracts to
offset the translation and economic exposuresaelat our investments in these subsidiaries. Wesoredghe ineffectiveness of net investn
hedges by using the changes in spot exchangelratasise this method reflects our risk managemeategtes, the economics of those
strategies in our financial statements and bettages interest rate differentials between difteren
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countries. Under this method, the change in fdineraf the forward contract attributable to therades in spot exchange rates (the effective
portion) is reported in stockholders’ equity tosef the translation results on the net investm@atis.remaining change in fair value of the
forward contract (the ineffective portion) is reoimed in other income, net.

At May 31, 2004, we had one net investment hedgiajpanese Yen. The Yen equity hedge minimizesmeynask arising from net assets
held in Yen as a result of equity capital raisedrdyuthe initial public offering and secondary affegy of Oracle Japan. The fair value of our
Yen investment hedge was $1.4 million and $(0.6)jonias of May 31, 2004 and 2003. The Yen investniedge has a notional amount of
$653.8 million and an exchange rate of 111.0 Yere&xh United States dollar. We previously had @ Bwestment hedge that we settled in
fiscal 2003 for an immaterial amount.

Net losses on investment hedges reported in stdad&hy’ equity were $38.4 million, $44.7 million and $&llion in fiscal 2004, 2003 and
2002, respectively. The net gain on investment bedgported in other income, net were $7.5 mill&$9 million and $6.4 million in fiscal
2004, 2003 and 2002, respectively.

Foreign Currency Forward Contrac

We transact business in various foreign curreregshave established a program that primarilyzaliforeign currency forward contracts to
offset the risk associated with the effects ofaiarforeign currency exposures. Under this progranreases or decreases in our foreign
currency exposures are offset by gains or losseékeforward contracts, so as to mitigate the filétyi of foreign currency transaction gains
or losses. These foreign currency exposures typiagke from intercompany sublicense fees andradtitercompany transactions. Our
forward contracts generally have terms of 90 dayless. We do not use forward contracts for tragingposes. All outstanding foreign
currency forward contracts (excluding our Yen eghi¢gdge) are marked to market at the end of thegerith unrealized gains and losses
included in other income, net. Our ultimate realigain or loss with respect to currency fluctuatiovill depend on the currency exchange
rates and other factors in effect as the contraatsire. Net foreign exchange transaction lossdgded in other income, net in the
accompanying consolidated statements of operatiene $20.9 million, $1.0 million and $27.4 milliamfiscal 2004, 2003 and 2002,
respectively. The fair value of the foreign curngiferward contracts was $(0.7) million and $(0.6)lion as of May 31, 2004 and 2003.

Interest Rate Sway

During fiscal 1997, we issued $150.0 million in 87 senior notes due in February 2004 and $150lJmih 6.91% senior notes due in
February 2007. In February 2002, we entered intibterest-rate swap agreements that have the stomdfect of modifying the interest
obligations associated with these senior notebainthe interest payable on the senior notes éffdgtbecomes variable based on the three
month LIBOR set on February 15, May 15, August 48 Blovember 15 of each year until maturity. Thearal amount of the interest rate
swaps and their termination date match the prime@p®unts and maturities of the outstanding semides. In the third quarter of fiscal 2004,
we repaid our $150.0 million senior notes that medun February 2004 and settled the corresponidiegest rate swap. Our remaining
interest rate swap reduced the effective intestston our 6.91% senior notes to 3.31% as of May3a4. The fair value of the interest rate
swap is $7.2 million at May 31, 2004 and is incldidie other assets.

7. PROPERTY

Property is stated at the lower of cost or realzablue. Depreciation is computed using the stialige method based on estimated useful
lives of the assets, which range from two to fgibars. Leasehold improvements are amortized oedetser of estimated useful lives or
lease terms, as appropriate. Property is
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periodically reviewed for impairment whenever egenit changes in circumstances indicate that thigingramount of an asset may not be
recoverable.

Property consisted of the following:

May 31,

(in millions) Estimated Useful Lives 2004 2003
Computer equipmer 2-10 years $ 1,091 $ 1,04¢
Buildings and improvemen 2 - 40 years 1,051 99¢
Furniture and fixture 3-10 years 34C 34k
Land — 162 158
Automobiles 5 years 9 10
Total property 2 - 40 years 2,65: 2,55¢
Accumulated depreciation and amortizat (1,585 (1,499
Property, ne $ 1,06¢ $ 1,062
| |

8. NOTES PAYABLE AND DEBT

During fiscal 1997, we issued $150.0 million in 87 senior notes due in February 2004 and $150lJmih 6.91% senior notes due in
February 2007. The senior notes require interdgtmayments until maturity. The senior notes arsaaured general obligations that rank on
parity with all of our other unsecured and unsubwtbd indebtedness that may be outstanding. InuBep2002, we entered into two
interest-rate swap agreements that have the ecoreffact of modifying the interest obligations asated with these senior notes so that the
interest payable on the senior notes effectiveobees variable. In the third quarter of fiscal 2004 repaid our $150.0 million senior notes
that matured in February 2004. At May 31, 2004 ale® have notes payable of $9.5 million due in K895 and $6.0 million due in May
2007.

Debt consisted of the following:

May 31,

(in millions) 2004 2003
Senior note: $157 $31¢€
Notes payabli 15 10
Total debt 172 32¢
Current maturities of lor-term debt 9 152
Long-term debt $168 $17E
[ | [ |

9. GUARANTEES

Our software license agreements generally incleg&ain provisions for indemnifying customers agaliabilities if our software products
infringe a third party’s intellectual property righ Certain of our software license agreementsiatdode provisions indemnifying customers
against liabilities in the event we breach configiity or service level requirements. To date, ve&e not incurred any material costs as a
result of such indemnifications and have not aatiamy liabilities related to such obligations irr gonsolidated financial statements.

Our software license agreements also generallydech warranty that our software products will saibisally operate as described in the
applicable program documentation for a period & pear after delivery. We also
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warrant that services we perform will be providadimanner consistent with industry standards foeréod of 90 days from performance of
the service. To date, we have not incurred any niahtmsts associated with these warranties.

10. DEFERRED REVENUES

The following table sets forth the components déded revenues:

May 31,
(in millions) 2004 2003
Software license updates and product sug $1,32¢ $1,16¢
Services 99 12¢
New software license 69 11z
Total deferred revenut $1,497 $1,40¢
[ | [ |

Deferred software license updates and product suppgenues represent customer payments made anaeVor annual support contracts.
Software license updates and product support aieally billed on a per annum basis in advancerawdnue is recognized ratably over the
support period. The deferred software license wgsdanhd product support revenues are typically Bighiethe end of our first fiscal quarter
due to the collection of cash from the large volwheervice contracts that are sold or renewed dy Bf each year. Deferred service revel
include prepayments for consulting, advanced prosleivices and education services. Revenue foe thawices is recognized as the services
are performed. Deferred new software license reseiypically result from undelivered products cecfied enhancements, customer spe
acceptance provisions or software license trarmasthat are not segmentable from consulting sesvic

11. LEASE COMMITMENTS

We lease certain facilities and furniture and emqépt under operating leases. As of May 31, 20Gdréuminimum annual operating lease
payments were as follows:

Year Ended

(in millions) May 31,
2005 $132
2006 96
2007 65
2008 49
2009 42
Thereatftel 14¢€
Total $53C
|

Rent expense was $188.4 million, $228.3 million $886.6 million for fiscal years 2004, 2003 and 20@spectively, net of sublease incc
of approximately $6.3 million, $11.1 million andZ2 million, respectively. Certain lease agreemeatgain renewal options providing for
an extension of the lease term. Generally, thewahkease rates range between 85% and 100% oéthmérket lease rates as determined at
the end of the initial lease period.
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12. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program paneghase shares of our common stock to reduceiltitevel effect of our stock option and
stock purchase plans. From the inception of thekstepurchase program in 1992 to May 31, 2004ta t 1,674.3 million shares have been
repurchased for approximately $19.1 billion. Weurghased 117.8 shares for $1.5 billion, 270.4 arilhares for $2.7 billion and

210.1 million shares for $2.8 billion in fiscal 26@003 and 2002, respectively. At May 31, 2004rapimately $1.3 billion was available to
repurchase shares of our common stock pursuahetstock repurchase program.

Shareholder Rights Plan

On December 3, 1990, the Board of Directors adoptS8tiareholder Rights Plan. The Shareholder RRjlats 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$toiclers of record as of December 31,
1990. The Board of Directors also authorized teaasice of Rights for each share of common stodedafter the record date, until the
occurrence of certain specified events. The Shédeh&ights Plan was adopted to provide protedibostockholders in the event of an
unsolicited attempt to acquire us. As a resulttofls splits, each share of common stock now hascased with it one-sixth of a Right.

The Rights are not exercisable until the earlie(bften days (or such later date as may be datethby the Board of Directors) following
announcement that a person or group has acquirefibal 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 outstagctommon stock, subject to certain exceptions érlier of such dates being called the
“Distribution Date.”) The Rights are initially exasable for one-six thousand seven hundred fiftidta 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 acquiredéntain types of transactions, or (2) any persogroup (with limited exceptions) acquires
beneficial ownership of 15% of our common stoclkertimolders 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) hgpairmarket value of two times the
exercise price of the Right.

We are entitled to redeem the Rights, for $0.001€I8Right, at the discretion of the Board of Digest until certain specified times. We may
also require the exchange of Rights, at a ratenefamd ondralf shares of common stock, for each Right, ulcdetain circumstances. We a
have the ability to amend the Rights, subject ttage limitations.
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Accumulated Other Comprehensive Income (L

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

May 31,
(in millions) 2004 2003 2002
Foreign currency translation adjustm $21% $14C $(133)
Unrealized gain (loss) on derivativ (62 (39) 11
Unrealized gain on investmer 3 26 —
Accumulated other comprehensive income (It $15€ $127 $(122)
| L] |

Settlement of Forward Contract

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 contract @athted maturity of February 13, 2003 and waslatted for as an equity instrument. The
forward contract collateralized our master leasdifa that provided for the construction or purskeaof up to $182.0 million of property and
improvements to be leased by us. On October 312,200 settled the forward contract with a cash paynef $166.3 million, which was
recorded as a reduction to additional paid in ehplih May 2003, we exercised an option to purclihedeased properties for approximately
$168.3 million.

13. INCOME TAXES

The following is a geographical breakdown of incdoegore the provision for income taxes:

Year Ended May 31,

(in millions) 2004 2003 2002
Domestic $2,11¢  $1,928  $2,131
Foreign 1,831 1,50( 1,271
Total $3,94t  $3,42%  $3,40¢
— — —
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May 31, 2004
The provision for income taxes consists of theofwlhg:
Year Ended May 31,
(Dollars in millions) 2004 2003 2002
Current provision
Federal $ 701 $ 54€ $ 831
State 77 10C 97
Foreign 42¢ 382 41€
Total current provisiol 1,20¢ 1,02¢ 1,344
Deferred provision (benefit
Federal 9 12C (132
State 48 (15) (33
Foreign 1 (15) 5
Total deferred provision (benef 58 90 (160)
Total provision for income taxe $1,26¢ $1,11¢ $1,18¢
| | |
Effective income tax rat 32.(% 32.€% 34.1%

The provision for income taxes differs from the amibcomputed by applying the federal statutory tateur income before provision for
income taxes as follows:

Year Ended May 31,

(in millions) 2004 2003 2002
Tax provision at statutory ra $1,381 $1,19¢ $1,19:
Foreign earnings at other than United States (260 (214) (1393
State tax expense, net of federal ber 81 68 88
Other, ne 62 65 36
Provision for income taxe $1,26¢ $1,11¢ $1,18¢
| | |
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The components of the deferred tax assets anditiedbiconsist of the following:

May 31,
(in millions) 2004 2003
Deferred tax liabilities
Unrealized gain on stoc $(14z)  $(17¢)
Unremitted earnings on foreign subsidial (19 8
Other (19 —
Total deferred tax liabilitie (180 (18¢)
Deferred tax asset
Accruals and allowance 217 26¢
Differences in timing of revenue recogniti 86 98
Employee compensation and bene 90 79
Depreciation and amortizatic 10€ 104
Foreign tax credit 15 6
Other — 22
Total deferred tax asse 514 57¢
Less: Valuation allowanc — —
Net deferred tax ass $ 334 $ 392
| |
Recorded as
Current deferred tax asst $ 301 $ 381
Non-current deferred tax asst 92 10C
Non-current deferred tax liabilitie (59 (89)
Net deferred tax ass $ 334 $ 392
| |

We provide for United States income taxes on theiegs of foreign subsidiaries unless they are icened permanently reinvested outside
the United States. At May 31, 2004 the cumulat&eings upon which United States income taxes hatvéeen provided for were
approximately $4.8 billion. If these earnings wegpatriated in the United States, they would gdedaeign tax credits that could reduce the
Federal tax liability associated with the foreiguidend. Assuming a full utilization of the foreigax credits, the potential deferred tax
liability for these earnings would be $902.0 mitlio

The Internal Revenue Service has examined ourdédwome tax returns for all years through 199thauit any material adjustment of taxes
due. The IRS is currently examining our federabime tax returns for 2000 through 2003. We do nbébe that the outcome of these mat
will have a material adverse effect on our consaéd financial position or results of operations.

Our intercompany transfer pricing is currently lgeisviewed by the IRS and by foreign tax jurisdiog and will likely be subject to

additional audits in the future. We previously négted two Advance Pricing Agreements with the BR& cover many of our intercompany
transfer pricing issues and preclude the IRS framking a transfer pricing adjustment within the s=sopthese agreements. The agreements,
however, are only effective through May 31, 2004 ndt cover all elements of our intercompany tranpficing issues and do not bind tax
authorities outside the United States. We are ntlyr@egotiating bilateral and unilateral Advana&ig Agreements to cover the periods
from June 1, 2001 through May 31, 2006.
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14. SEGMENT INFORMATION

FASB Statement No. 13Disclosures about Segments of an Enterprise andt&elnformation establishes standards for reporting
information about operating segments. Operatingneeds are defined as components of an enterpriag alhich separate financial
information is available that is evaluated regyldny the chief operating decision maker, or decisitaking group, in deciding how to alloc
resources and in assessing performance. Our ghéeating decision maker is our Chief Executive €¥fi We are organized geographically
and by line of business. While our Chief Executdfficer evaluates results in a number of diffeneals, the line of business management
structure is the primary basis for which the alt@aof resources and financial results are asde¥¥e are organized into two businesses,
which are further organized into five operatingreegts. Our software business is comprised of twasaimg segments: (1) new software
licenses and (2) software license updates and ptadyport. Our services business is comprisetirektoperating segments: (1) consulting,
(2) advanced product services and (3) education.

The new software license line of business is endjagéhe licensing of database technology softveaue applications software. Database
technology software includes database managemtimase, application server software, developmeatstand collaboration software.
Applications software includes financials, projectsrketing, sales, order management, procurersepply chain, manufacturing, services
and human resources, which can be accessed wilthasthweb browsers and can be used to automatedsggprocesses and provide business
intelligence. The software license updates andymbsupport line of business provides customers wigghts to unspecified software product
upgrades and maintenance releases, internet dodeshinical content, as well as internet and tedep access to technical support personnel
during the support period.

The consulting line of business assists custonmetfsel design, implementation, deployment, upgradenaigration of our database technol
and applications software. Advanced product sesvice comprised of Oracle On Demand (formerly @r@uitsourcing) and advanced
product support services. Oracle On Demand providds-featured software and hardware managemahnaintenance services for our
database technology and applications software. Acke product support services are earned by prayskrvices to customers that include
configuration and performance analysis, persondl&gport and annual on-site technical services.eftucation line of business provides
instructor led, media based and internet baseditigiin the use of our database technology andagijuins software.

We do not track our assets by operating segmentssegjuently, it is not practical to show assetefmrating segment.
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The following table presents a summary of our besses and operating segméhts

Year Ended May 31,

(in millions) 2004 2003 2002

New software license:

Revenue$? $ 3,537 $3,251 $3,471
Sales and distribution expens 1,721 1,60z 1,67¢
Margin $ 1,81  $1,64¢  $1,80:
Software license updates and product supj
Revenue! $ 4,52¢ $3,92¢ $3,54(
Cost of service 52t 44¢€ 41¢
Margin ©) $ 4,00¢  $3,487  $3,12
Total software busines
Revenue$?) $ 8,06: $7,18( $7,017
Cost of service 2,24¢ 2,04¢ 2,091
Margin ® $ 5,81¢ $5,13: $4,92¢
Consulting:
Revenue®) $ 1,58: $1,75:2 $1,967
Cost of service 1,28¢ 1,412 1,461
Margin ® $ 29 $ 33¢ $ 50€
Advanced product service
Revenue: $ 25¢ $ 257 $ 321
Cost of service 207 177 187
Margin ) $ 51 $ 80 $ 134
Education:
Revenue$? $ 254 $ 28¢€ $ 36¢
Cost of service 19¢ 214 23z
Margin ) $ 55 $ 72 $ 13t
Total services busines
Revenue&?) $ 2,09/ $2,29¢ $2,65¢
Cost of service 1,69 1,80¢ 1,881
Margin ) $ 39¢ $ 491 $ 77%
Totals:
Revenue! $10,15¢ $9,47¢ $9,67¢
Expense! 3,941 3,852 3,972
Margin @ $ 6,21°F $5,62¢ $5,701
[ | [ | [ |

(1) For business and management evaluation purposesntterlying structure of our operating segmenéngk periodically. Segment data
related to the prior periods have been reclassifisdequired by Statement 131, to conform to thieeat management organizational
structure.
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(20 Operating segment revenues differ from the exteem@drting classifications due to certain softwlarense products that are classified as
service revenues for management reporting purp

(3 The margins reported reflect only the direct cdidlde expenses of each line of business and doepoésent the actual margins for each
operating segment because they do not contain@atbn of product development, information tedogg, marketing and partner
programs and corporate and general and administratipenses incurred in support of the lines ofnmss.

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

Year Ended May 31,

(in millions) 2004 2003 2002
Total margin for reportable segme $ 6,21°¢ $ 5,62¢ $ 5,701
Product development and information technology espe (1,564 (1,424 (1,38¢)
Marketing and partner program expen (341) (353 (377)
Corporate and general and administrative expe (409) (323) (27%)
Net investment gains (losses) related to equityrites 29 (111) (2449)
Other income, ne 15 13 9
Income before provision for income tay $ 3,94¢ $ 3,42¢ $ 3,40¢
| ] |

Geographic information

Disclosed in the table below is geographic infoiorafor any subsidiary comprising greater thanetpercent of total revenues.

Year Ended May 31,

2004 2003 2002
Long Lived Long Lived Long Lived

(in millions) Revenues Assets Revenues Assets Revenues Assets
United State: $ 4,35¢ $ 96t $4,29i $1,074 $4,67¢ $1,07¢
United Kingdom 841 11¢ 75€ 97 79z 134
Japar 74¢€ 82 72C 55 682 42
Germany 51c 7 46¢€ 10 38¢ 11
France 371 15 344 17 30¢ 12
Other foreign countrie 3,32i 151 2,892 154 2,82t 15¢
Total $10,15¢ $1,33¢ $9,47¢ $1,407 $9,67: $1,43:
— — — — — —

15. RELATED PARTIES

We have entered into transactions with approxingatélcompanies in which our Chief Executive Offiadirectly or indirectly, has a
controlling interest. These companies purchasevacé and services for $2.1 million, $1.9 milliomda$3.9 million, during fiscal 2004, 2003
and 2002, respectively. In addition, we purchassatlg and services from approximately three of tlvesepanies for $0.9 million,

$2.5 million and $1.6 million in fiscal 2004, 2068d 2002, respectively. The goods and servicehpaed from these companies related to
computers, training services and aircraft rental.

In fiscal years 2004, 2003 and 2002, we recordgdltprevenues of $1.0 million, $1.3 million and.40nillion, respectively, from a compa
in which our Chief Executive Officer holds a corifing interest and which is permitted to sell itssked business management applications
solutions under the brand name
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Oracle Small Business Suite. We assisted this coyip@fforts to penetrate the small business mageéncurring $0.3 million, $1.6 million
and $0.5 million in marketing expense in fiscal 208003 and 2002, respectively, promoting the @r&chall Business Suite.

In fiscal year 2004 and 2003, we received $0.%oniland $0.6 million for purchases of software aadvices from two companies affiliated
with two other members of our Board of Directorsovdre executive officers of such companies.

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

16. TENDER OFFER FOR PEOPLESOFT, INC.

On June 9, 2003, we commenced an unsolicited $3®06hare, or approximately $5.1 billion, tendiéerdfor all of the outstanding shares
common stock of PeopleSoft, Inc., a Delaware cafimm. On June 18, 2003, we increased the valoeiofender offer to $19.50 per share or
approximately $6.2 billion. In connection with Péfpoft’s acquisition of J.D. Edwards & Company, PeopleBsfied additional shares of
stock, which increased the value of our offer tpragimately $7.5 billion. On February 4, 2004, wereased the value of our tender offer to
$26.00 per share or approximately $9.4 billion.\bay 14, 2004, we revised the value of our tendfardd $21.00 per share, or
approximately $7.7 billion. Our tender offer wikkgire on July 16, 2004, unless we extend the offer.

On December 24, 2003, we entered into a 364-DayRieng Credit Facility (the Credit Facility) withr@dit Suisse First Boston (an affiliate
of Credit Suisse First Boston LLC) and certain othendicated lenders named in the Credit Facilite Credit Facility provides an unsecu
revolving credit facility to us or an acquisitionbsidiary, with the underlying obligation guaramtdsy us, in the aggregate amount of up to
$1.5 billion and is available through DecemberZm4 for the purpose of financing the acquisitib®eopleSoft. At May 31, 2004, no
amounts were borrowed under the Credit Facility.

We have incurred approximately $59.7 million of emgitures as of May 31, 2004, associated with ender offer for PeopleSoft. During
fiscal 2004, expenditures of $54.2 million are um#d in general and administrative expense in ¢heaidated statements of operations. The
remaining $5.5 million, which relates to commitméses for the Credit Facility, is included in ottiecome, net in the consolidated statem

of operations.

In connection with the tender offer, we have beamed as a defendant in various legal proceedingsiding civil antitrust lawsuits filed by
the U.S. Department of Justice and several stadmays general to block our acquisition of Peopfe&nd may be a party to additional legal
proceedings in the future.

17. LEGAL PROCEEDINGS

Stockholder class actions were filed in the Unii¢altes District Court for the Northern District@&lifornia against us and our Chief
Executive Officer on and after March 9, 2001. Onelg0, 2001, the Court consolidated the classretitio a single action and appointed a
lead plaintiff and class counsel. A consolidategtaded complaint, adding our Chief Financial Offiaad a former Executive Vice President
as defendants, was filed on August 3, 2001. Theaatated amended complaint was brought on beli@fichasers of our stock during the
period from December 15, 2000 through March 1, 2604intiffs alleged that the defendants made fatsemisleading statements about our
actual and expected financial performance and ¢npnance of certain of our applications produatsile certain individual defendants
were selling Oracle stock in violation of Fedemdsrities laws. Plaintiffs further alleged thatte@r individual defendants sold Oracle stock
while in possession of material non-public inforimat On March 12, 2002, the court granted our &edndividual defendants’ motion to
dismiss the amended consolidated
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complaint. On April 10, 2002, plaintiffs filed a$t amended consolidated complaint and on Septehih&002, the court granted defendants’
motion to dismiss that complaint. On October 11020he plaintiffs filed a second amended compldimthis second amended complaint,
plaintiffs added allegations that the defendantmged in accounting violations and made misstat&sradyout our financial performance,
beginning on December 14, 2000 through March 112@&h March 24, 2003, the Court dismissed the steomended complaint with
prejudice. Plaintiffs appealed that dismissal armdAugust 11, 2003, filed their appellate briefhie United States Court of Appeals for the
Ninth Circuit. Defendants filed their response oct@ber 8, 2003 and plaintiffs filed their reply Nievember 26, 2003. The Court of Appe
heard oral argument on plaintiffs’ appeal on A&l 2004. The Court has not yet ruled on this appéa believe that we have meritorious
defenses against this action and we will contimuegorously defend it. No class has been certified

Stockholder derivative lawsuits were filed in theutt of Chancery in the State of Delaware in andfew Castle County on and after

March 12, 2001. A revised amended consolidated &inmipvas filed in the Delaware action on Octobg2@01 (the Delaware Derivative
Action). During the same period, similar stockholderivative lawsuits were filed in the Superioru@ioof the State of California, County of
San Mateo and County of Santa Clara. A consolidateended complaint was filed in San Mateo Sup&aurt on January 28, 2002 (the
San Mateo Derivative Action). On March 15, 2003jrailar derivative suit was filed in the United &= District Court for the Northern
District of California (the Federal Derivative Agti). The derivative suits were brought by allegiedlsholders of the Company, purportedly
on our behalf, against some of our current and éordirectors. The derivative plaintiffs allegedtttteese directors breached their fiduciary
duties to us, abused their control, mismanaged|@®ranjustly enriched themselves and committed ttootve fraud, by making or causing
be made alleged misstatements about our revenawtigand the performance of certain of our appleet products, while certain officers
and directors allegedly sold Oracle stock basedhaterial, non-public information, and by takingiaas that resulted in our being sued in the
federal stockholder class actions. The derivatlaapffs seek compensatory and other damagesordisgnent of profits, treble damages and
other relief. The Board of Directors establishepacial Litigation Committee (the SLC), which intigated the allegations in the Delaware
Derivative, the San Mateo Derivative, and the FaldBerivative Actions. Two outside directors seorethe SLC. On November 22, 2002,
SLC concluded its nine-month investigation and heteed, in the exercise of its business judgmératt these claims lack merit and that,
therefore, prosecution of them is not in the betgrests of Oracle or its stockholders. Accordinglg SLC filed a motion in the Delaware
Court of Chancery to terminate the Delaware Derrgaf\ction. On June 13, 2003, the Delaware Couloncery denied the SLC’s motion
to terminate, without addressing the SLC’s condsion the merits. Plaintiffs filed a motion to amd¢he complaint in the Delaware
Derivative Action to dismiss all defendants othweart our Chief Executive Officer and Chief Finan€Mficer which was granted by a
stipulation of all the parties and order of the @aun September 23, 2003. The Chief Executive @ffand Chief Financial Officer have filed
a motion for summary judgment seeking judgmenh@airtfavor on all claims in the Delaware Actionaintiffs’ opposition to the summary
judgment motion was filed on June 15, 2004, anértlgdint’ reply papers are due on or before July 16, 2004 .expect the hearing on the
summary judgment to go forward in July 2004. Onémeber 8, 2003, the San Mateo Court approved pisintequest in the San Mateo
Derivative Action to dismiss all defendants othwart our Chief Executive Officer and Chief Finan€Mficer. Also, pursuant to a stipulation
of the parties and order of the San Mateo Courtaalses of action, except the cause of actionddrounder the California Corporation Code,
have been dismissed and instead will be adjudidatdte Delaware Derivative Action. Our subsequantion for a judgment on the
pleadings as to the remaining cause of action waged. On March 24, 2004, the director-defendalad & petition for a writ of mandate in
the Court of Appeal of the State of California,sEiAppellate District, seeking an order requirihg 8an Mateo Superior Court to dismiss the
remaining cause of action. On April 22, 2004, tlempany filed a similar writ petition. On June 1002, the Court of Appeal ordered
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plaintiffs to respond to the writ petition by Jily2004. The trial date previously set for Apri®04 has been postponed, and we do not
expect trial to proceed before 2005, at the edrl@s March 5, 2004, the Northern District Coustied a similar order dismissing all
defendants other than our Chief Executive Officed &hief Financial Officer from the Federal DerivatAction. The Federal Derivative
Action has been stayed by stipulation of the parthy party may terminate the stay with 30 dayitem notice.

On July 29, 1998, and on November 22, 2002, wd filetitions with the United States Tax Court, adradling notices of deficiency issued by
the Commissioner of Internal Revenue that disaltbeertain Foreign Sales Corporation (FSC) commissipense deductions taken by us.
The first notice of deficiency covered our 198&tigh 1991 tax years and assessed additional thegpmximately $20 million plus intere
The second notice covered our 1992 through 199§¢dars and assessed additional taxes of approXin®ta million plus interest. In
February 2003, the IRS conceded its case agairiet tex years 1992 through 1995 and on May 8, 2688 Court ordered there were no
further deficiencies for those years. For purpafemtering a stipulated decision in Tax Courttbor years 1988 through 1991, the IRS in
November 2003 issued a proposed settlement tHatted our entitlement to FSC benefits. Althoughare still in the process of negotiati

a settlement, we anticipate this matter will beohesd in our favor without further trial proceeding

In connection with our unsolicited offer for Pedptst, we have been named as a defendant in sdegedhlproceedings and may be party to
additional legal proceedings in the future.

On June 12, 2003, J.D. Edwards and Company, (Hakls) filed suit in the Superior Court of thet8taf California, County of San Mateo,
against us, our Chief Executive Officer, and andtiee Vice President seeking damages, injunciief; and other relief (the San Mateo
Action). On the same date J.D. Edwards also filétdlagyainst us in the District Court for the CitydaCounty of Denver, Colorado, seeking
damages, declaratory relief and other relief (tbéof2do Action). In both the San Mateo and ColorAdtions, stipulations of dismissal were
executed and filed by the parties after the PeafteBD. Edwards merger was consummated. On Jun2003, PeopleSoft filed suit against
us in the Superior Court of the State of Califor@aunty of Alameda, seeking damages, injunctiliefrand other relief (the Alameda
Action). In that action, PeopleSoft alleges that defendants wrongfully interfered with the pendingrger agreement between J.D. Edwards
and PeopleSoft, wrongfully interfered with prospeesoftware license sales by PeopleSoft to itséornsrs and engaged in trade libel and
false advertising in connection with the tendeenffon August 12, 2003, PeopleSoft filed an amemdedplaint, asserting substantially
similar claims and purporting to bring claims orhak of J.D. Edwards. On September 11, 2003, veel fd demurrer in the Alameda Action,
seeking to dismiss the action in its entirety. Gyvéimber 5, 2003, the Court overruled the demurnr@ait and sustained it in part, with leave
to amend certain causes of action. PeopleSoft ititesiecond amended complaint on December 12, ZDA3anuary 20, 2004, we filed a
second demurrer and a motion to strike in the Aldam&ction seeking to dismiss the second amendegledmhin its entirety. On

February 25, 2004, the Court overruled the demwmerdenied the motion to strike, and we filed auswer on March 30, 2004. On April 1,
2004, we filed a cross complaint against Peopleféointerference with prospective economic advgetalisparagement, false advertising,
trade libel, and various violations of the businasd professions and civil codes, and are seekingades and equitable relief. PeopleSoft
answered our cross complaint on April 29, 2004alliri the action is scheduled to begin Novemb&0D4. We believe we have meritorious
defenses and meritorious cross-claims in the Alanfettion and we will vigorously defend and prosectitat action.

On June 18, 2003, the State of Connecticut (Stidee)suit against us in the United States Dist@oturt for the District of Connecticut
seeking declaratory, injunctive, and other relie€onnection with our proposed acquisition of Pe8pft, alleging that the acquisition would
be anticompetitive and would violate state and faldantitrust laws. On August 4, 2003, the Stdesifan amended complaint alleging the
same causes of action and seeking to permaneniyners from acquiring PeopleSoft. We filed a matio dismiss the
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action on August 18, 2003, and the motion was fotlgfed when, on March 18, 2004, the State vohilgtdismissed its action without
prejudice and subsequently joined in the actioriilesd immediately below.

On February 26, 2004, the Antitrust Division of Department of Justice and the Attorneys Generagwén states filed a lawsuit in the
United States District Court for the Northern Dittof California against us to block the proposeduisition of PeopleSoft, claiming that the
proposed acquisition would likely substantiallydes competition in interstate trade and commeregoiation of Section 7 of the Clayton
Act. On March 4, 2004, we filed our answer. Triaghan on June 7, 2004, and we anticipate thatitdenit! last for four weeks. We believe
that we have meritorious defenses and we are vigtyalefending that action.

In connection with the PeopleSoft tender offer e anitiated legal proceedings on June 18, 20@8rmy PeopleSoft and its board of
directors in the Court of Chancery in the Stat®efaware (the Delaware Action). By stipulation loé tparties and on orders of the court
entered on July 16, 2003, discovery in the Alametth Delaware Actions is to be coordinated. On Ndw@ami 0, 2003, Oracle moved for a
preliminary injunction to enjoin PeopleSoft fronfaring, continuing to offer or expanding the moreck offer to customers it had reported
in public filings during its last two fiscal quarte(the Customer Assurance Program or CAP), antldusought expedited proceedings in
connection with the motion and the proposed amendatplaint filed on the same day. The CAP, in dsying forms, allows for a refund to
PeopleSoft customers in the event that there iage of control of PeopleSoft (such as an acéuisitf the company) within a fixed period
of time, and certain business events (such astha@ration of support for PeopleSoft products) eachuring a fixed period of time. Although
the Court denied our request for expedited procesygiit ordered expedited discovery on the issub@fCAP and reserved two weeks for a
possible hearing or trial beginning March 29, 2004.December 19, 2003, the Court issued an ordiénga schedule for further discovery
culminating in a possible trial in the action begimg on March 29, 2004, or in the alternative, Apfi, 2004. At a status conference on
February 27, 2004, the Court directed discovemyotatinue concerning the CAP and certain other ssliee court subsequently set a new
date of September 27, 2004 and, in consultatioh thi¢ court in the Alameda Action, decoupled disggun the two actions while stressing
the need for continued coordination in the discgyepcess. On June 18, 2004, we filed an amendaglaint alleging breach of fiduciary
duty and other claims against PeopleSoft and igsdof directors based upon the defendants’ fatmredeem PeopleSoft’'s poison pill and
other structural defensive measures, and theiirooed use of other improper defensive measurekidimg the CAP. The amended compl:
seeks injunctive and declaratory relief againstdéfendants, including redemption of the poisohgritl an injunction banning further use of
the CAP.

We are currently party to various legal proceedimgd claims, either asserted or unasserted, whish ia the ordinary course of business.
While the outcome of these matters cannot be piediiwith certainty, we do not believe that the ouate of 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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VALUATION AND QUALIFYING ACCOUNTS
Additions
Beginning Charged to Translation Ending
(in millions) Balance Operations Write-offs Adjustments Balance
Trade Receivable Allowanct
Year Ended
May 31, 2002 $407 $19¢ $(187) $2 $41¢
] — — - —
May 31, 2003 $417 $12¢€ $(182) $17 $37¢€
] — — - —
May 31, 2004 $37¢€ $172 $(188) $3 $364
L] | I | |
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Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Regiisthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on June 25, 2004.

ORACLE CORPORATION

By:

/sl LAWRENCE J. ELLISON

Lawrence J. Ellison, Chief Executive Officer anddator

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been
signed by the following persons on behalf of thgiBteant and in the capacities and on the

indicated.

Name

Title

Date

/sl LAWRENCE J. ELLISON

Lawrence J. Ellisol

/sl JEFFREY O. HENLEY

Jeffrey O. Henley

/s JENNIFER L. MINTON

Jennifer L. Mintor

/sl JEFFREY BERG

Jeffrey Berg

/s/ H. RAYMOND BINGHAM

H. Raymond Binghar

/sl MICHAEL J. BOSKIN

Michael J. Boskir

/sl SAFRA A. CATZ

Safra A. Cat:

/sl HECTOR GARCIA-MOLINA

Hector Garci-Molina

/sl JOSEPH A. GRUNDFEST

Joseph A. Grundfe:

/sl JACK F. KEMP

Jack F. Kemj

/s/ DONALD L. LUCAS

Donald L. Lucas

Chief Executive Officer and Director (Principal
Executive Officer)

Chairman of the Board of Directors, Executive
Vice President and

Chief Financial Officer

(Principal Financial Officer

Senior Vice President, Finance and Operations and

Chief Accounting Officer (Principal Accounting
Officer)

Director

Director

Director

Director

Director

Director

Director

Director

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C

June 25, 20C



/sl CHARLES E. PHILLIPS, JR. Director June 25, 20C

Charles E. Phillips, J
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SUBSIDIARIES OF THE REGISTRANT AS OF MAY 31, 2004

Subsidiary

Oracle Argentina, S.A

Oracle Corporation Australia Pty. Limite
Oracle Australia Property Pty. Limite
Oracle Austria Gmbt

Oracle Belgium B.V.B.A./sprl

Oracle BH d.o.0., Saraje\

Oracle do Brasil Sistemas Limita

Oracle Corporation Canada It

Steltor Corporatiol

Steltor Inc.

Steltor General Partnerst

WebGain (Nova Scotia) Compa
WebGain Canada In

Star Acquisition ULC

Oracle Systems Limite

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 Research and Development Center, Beijirdy,
Oracle Research & Development Center, Shenzhen
Oracle Colombia Limitad

Oracle de Centroamerica S.

Oracle Croatia d.o.¢

Oracle Czech s.r.(

Oracle Danmark Ap:

Oracle Ecuador, S.A. (inactiv

Oracle Egypt Ltd

Oracle Finland OY

Oracle France, S.A.

Oracle Deutschland Gmb

Oracle Hellas, S.A

Oracle Systems Hong Kong Limit
Oracle Hungary Kft

Oracle Software India Ltc

Oracle Solution Services (India) Private L
PT Oracle Indonesi

Exhibit 21.01

Country of Incorporation

Argentina
Australia
Australia
Austria
Belgium
Bosnia & Herzogovini
Brazil

Canads
Canads
Canads
Canads
Canade
Canade
Canade
Cyprus

Puerto Ricc
Cayman Island
Cayman Island
Chile

Chile

China

China

China
Colombia
Costa Rice
Croatia

Czech Republi
Denmark
Ecuador

Egypt

Finland

France
Germany
Greece

Hong Kong
Hungary

India

India

Indonesie




Oracle East Central Europe Limit

Oracle EMEA Limitec

Oracle Technology Compat

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

Oracle Corporation Jap:

Miracle Linux Corporatior

Oracle Korea, Ltd

Oracle Corporation Malaysia Sdn. Bl
Oracle MSC SDN BhD (inactive

Oracle de Mexico, S.A. de C.

Oracle Nederland B.\

Oracle Distribution B.V

Oracle Licensing B.V

Tinoway Nederland B.V. (inactive

Oracle Scheduler BV(inactiv

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 Portuge— Sistemas de Informacao Lc¢
Oracle Romania SR

Saudi Oracle Limites

Oracle Software and Solution Ltd., Belgr:
Oracle Corporation Singapore Pte. L
Oracle Corporation (Singapore) Holdings Private.
Oracle Slovensko spol. s.r.

Oracle Software d.o.o., Ljubljar

Oracle Corporation (South Africa)(Pty) Limits
Oracle Iberica, S.R.1

Oracle Svenska Al

Oracle Software (Switzerland) LL

Oracle AG

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

Oracle Corporation UK Limite:

Oracle Corporation Nominees Limit:
Oracle Resources Lt

Oracle EMEA Managemel

Oracle Corporation UK Trustee Company Limi
Oracle Uruguay, S.A. (inactivi

Oracle de Venezuela, C..

Oracle Vietnam Pty. Ltc

Ireland

Ireland

Ireland

Israel

Italy

Japar

Japar

Korea
Malaysia
Malaysia
Mexico

The Netherland
The Netherland
The Netherland
The Netherland
The Netherland
The Netherland
Netherlands Antille:
New Zealanc
Norway

Peru
Philippines
Poland
Portugal
Romaniza

Saudi Arabie
Serbia & Montenegr
Singapore
Singapore
Slovakia
Slovenia

South Africa
Spain

Sweder
Switzerland
Switzerland
Thailand
Turkey

UK

UK

UK

UK

UK

UK

Uruguay
Venezuele
Vietnam




Business OnLine, In(

Delphi Asset Management Corporati
Graphical Information, Inc
Healthcare Acquisition | Corporatic
Jade Acquisition Corg

OIC Acquisition | Corporatiol

OIC Acquisition Il Corporatior

OIC Acquisition Il Corporatior

OIC Acquisition V Corporatiol

OIC Acquisition VI Corporatior
Oracle IV Centrum Holding Compal
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Exhibit 23.01

CONSENT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERE D PUBLIC ACCOUNTING FIRM

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;433935, 333-63315, 333-74973, 333-74977, 333-960185333-73150) of our report
dated June 14, 2004, except for the second anthgiginagraphs of Note 17, as to which the datanie 18, 2004, with respect to the
consolidated financial statements and schedulera¢l® Corporation included in the Annual Reportramm 10-K for the year ended May 31,
2004, filed with the Securities and Exchange Corsiois

/sl ERNST & YOUNG LLP

San Francisco, California
June 24, 2004






Exhibit 31.01
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, Lawrence J. Ellison, certify that:
1. I have reviewed this annual report on F&0¥K of Oracle Corporation;

2. Based on my knowledge, this annual repoeschot contain any untrue statement of a matiagalbr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial stateisy and other financial information includedhistannual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officardal are responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and we have:

a) designed such disclosure controls and proes or caused such disclosure controls and puoegdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this annual report is being preg;

b) [Paragraph omitted pursuant to SEC Relbiase 33-8238 and 34-47986]

¢) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis annual report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) disclosed in this annual report any changhe registrant’s internal control over finanai@porting that occurred during the
registrant’s most recent fiscal quarter that hatenwlly affected, or is reasonably likely to maadly affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of registrant’s board of directors persons performing the equivalent function):

a) all significant deficiencies and materiaaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal controls over financial reporting.

Date: June 25, 2004 By: /S/ LAWRENCE J. ELLISON
Lawrence J. Ellisor
Chief Executive Officer and Directc







Exhibit 31.02
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
[, Jeffrey O. Henley, certify that:

1. I have reviewed this annual report on F&0¥K of Oracle Corporation;

2. Based on my knowledge, this annual repoeschot contain any untrue statement of a matiagalbr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial stateisy and other financial information includedhistannual report, fairly present in all

material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officardal are responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and we have:

a) designed such disclosure controls and proes or caused such disclosure controls and puoegdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this annual report is being preg;

b) [Paragraph omitted pursuant to SEC Relbiase 33-8238 and 34-47986]

¢) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis annual report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

d) disclosed in this annual report any changhe registrant’s internal control over finanai@porting that occurred during the
registrant’s most recent fiscal quarter that hatenwlly affected, or is reasonably likely to maadly affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of registrant’s board of directors persons performing the equivalent function):

a) all significant deficiencies and materiaaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal controls over financial reporting.

Date: June 25, 2004 By: /S/ JEFFREY O. HENLEY
Jeffrey O. Henley
Chairman of the Board of Directors, Executive
Vice President and Chief Financial Offic







Exhibit 32.01
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT
June 25, 2004

Securities and Exchange Commission
450 Fifth Street, N.W
Washington, D.C. 20549

Ladies and Gentlemen:

The certification set forth below is being furnidhte the Securities and Exchange Commission sfdelthe purpose of complying with
Rule 13a-14(b) or Rule 15d-14(b) of the Securiigshange Act of 1934 and with Section 1350 of Cbaf8 of Title 18 of the United States
Code.

Lawrence J. Ellison, the Chief Executive Officer@racle Corporation, and Jeffrey O. Henley, thee€Rinancial Officer of Oracle
Corporation, each certifies that:

1. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. the information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of Oracle
Corporation.

/S/ LAWRENCE J. ELLISON
Name: Lawrence J. Ellisor
Chief Executive Officer and Directc

/S JEFFREY O. HENLEY

Name: Jeffrey O. Henley
Chairman of the Board of Directors, Execul
Vice President and Chief Financial Offic




