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PART IV

Item 15.  Exhibits and Financial Statement Schedes

(a) 1. Financial Statements

The following financial statements are filed asaat pf this report:

Page
Reports of Independent Registered Public Accourfting 84
Consolidated Financial Statemer
Balance Sheets as of May 31, 2015 and - 86
Statements of Operations for the years ended Mag(®t5, 2014 and 201 87
Statements of Comprehensive Income for the yeatsceMay 31, 2015, 2014 and 2C 88
Statements of Equity for the years ended May 31520014 and 201 89
Statements of Cash Flows for the years ended Mag2@®ll5, 2014 and 20! 90
Notes to Consolidated Financial Statem 91
2. Financial Statement Schedule
The following financial statement schedule is fikexla part of this repol
Page
Schedule Il. Valuation and Qualifying Accounts 13€

All other schedules are omitted because they aresgaired or the required information is shownha financial statements or notes thereto.
(b) Exhibits
The information required by this Item is set faritthe Index of Exhibits that follows the signatyr@ge of this Annual Report.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders of OraabepGration

We have audited the accompanying consolidated balsimeets of Oracle Corporation as of May 31, 201tb2014, and the related
consolidated statements of operations, comprehemsdome, equity, and cash flows for each of theegtyears in the period ended May 31,
2015. Our audits also included the financial staeinschedule listed in the Index at Item 15(a)l&sE financial statements and schedule are
the responsibility of the Comparsymanagement. Our responsibility is to expresspémian on these financial statements and schechdedo
our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢onsolidated financial position of Oracle
Corporation at May 31, 2015 and 2014, and the dafzed results of its operations and its cash $lder each of the three years in the period
ended May 31, 2015, in conformity with U.S. genlgratcepted accounting principles. Also, in oumign, the related financial statement
schedule, when considered in relation to the Hasanicial statements taken as a whole, presentyg faiall material respects the information
set forth therein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), Oracle
Corporation’s internal control over financial refiog as of May 31, 2015, based on criteria estabtisin Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission (2013 franrkjvand our report dated June
2015 expressed an unqualified opinion thereon.

/sl Ernst & Young LLI

San Jose, California
June 25, 2015
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders of OraabepGration

We have audited Oracle Corporation’s internal aidrdver financial reporting as of May 31, 2015, den criteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cassion (2013 framework) (the
COSO criteria). Oracle Corporation’s managementsponsible for maintaining effective internal gohbver financial reporting, and for its
assessment of the effectiveness of internal cootret financial reporting included in the accomgagyManagement’s Report on Internal
Control Over Financial Reporting. Our responsipiig to express an opinion on the company’s infezaatrol over financial reporting based
on our audit.

We conducted our audit in accordance with the staigdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxer financial reporting, assessing the risk
that a material weakness exists, testing and etnadutihe design and operating effectiveness ofiraiecontrol based on the assessed risk, anc
performing such other procedures as we considezedssary in the circumstances. We believe thadwdit provides a reasonable basis for ou
opinion.

A company’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (&ajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsafdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureh®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Oracle Corporation maintained, limaaterial respects, effective internal controkofinancial reporting as of May 31, 2015,
based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
balance sheets of Oracle Corporation as of May815 and 2014, and the related consolidated statsmé&operations, comprehensive
income, equity, and cash flows for each of thedtyears in the period ended May 31, 2015 of Or@cigoration and our report dated June 25
2015 expressed an unqualified opinion thereon.

/sl Ernst & Young LLI

San Jose, California
June 25, 2015
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ORACLE CORPORATION
CONSOLIDATED BALANCE SHEETS
As of May 31, 2015 and 2014

May 31,
(in millions, except per share data 2015 2014
ASSETS
Current assett
Cash and cash equivalel $ 21,71¢ $ 17,76
Marketable securitie 32,65: 21,05(
Trade receivables, net of allowances for doubtfebants of $285 and $306 as of May 31, 2015 anc
2014, respectivel 5,61¢ 6,087
Inventories 314 18¢
Deferred tax asse 663 914
Prepaid expenses and other current a: 2,22( 2,11¢
Total current asse 63,18 48,12¢
Non-current asset:
Property, plant and equipment, | 3,68¢ 3,061
Intangible assets, n 6,40¢ 6,137
Goodwill, net 34,08 29,65:
Deferred tax asse 79t 837
Other asset 2,74¢ 2,451
Total nor-current assel 47,72( 42,13¢
Total asset $ 110,90: $ 90,26¢
LIABILITIES AND EQUITY
Current liabilities:
Notes payable, curre $ 1,99¢ $ 1,50¢
Accounts payabl 80¢ 471
Accrued compensation and related ben: 1,83¢ 1,94(
Income taxes payab 532 41¢€
Deferred revenue 7,24°F 7,26¢
Other current liabilitie: 2,87( 2,78t
Total current liabilities 15,29: 14,38¢
Non-current liabilities:
Notes payable, n-current 39,95¢ 22,58¢
Income taxes payab 4,38¢ 4,184
Other nor-current liabilities 2,16¢ 1,65
Total nor-current liabilities 46,51« 28,43(
Commitments and contingenci
Oracle Corporation stockhold’ equity:
Preferred stock, $0.01 par va—authorized: 1.0 shares; outstanding: n — —
Common stock, $0.01 par value and additional paichpital—authorized: 11,000 shares; outstandit
4,343 shares and 4,464 shares as of May 31, 2@l 34, respectivel 23,15¢ 21,07"
Retained earning 26,50: 25,96
Accumulated other comprehensive I (99€) (169
Total Oracle Corporation stockhold’ equity 48,66: 46,87¢
Noncontrolling interest 43¢ 56¢
Total equity 49,09¢ 47,44
Total liabilities and equit' $ 110,90 $ 90,26¢

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended May 31, 2015, 2014 and 2013

Year Ended May 31,

(in millions, except per share data 2015 2014 2013
Revenues
New software license $ 8,53t $  9,41¢ $ 9,411
Cloud software as a service and platform as ace 1,48t 1,121 91C
Cloud infrastructure as a servi 60¢ 45€ 457
Software license updates and product sug 18,84’ 18,20¢ 17,14:
Software and cloud revenu 29,47¢ 29,19¢ 27,92(
Hardware systems produ 2,82t 2,97¢ 3,03:
Hardware systems supp 2,38( 2,39¢ 2,31
Hardware systems revent 5,20¢ 5,372 5,34¢
Services revenue 3,54¢ 3,704 3,91«
Total revenue: 38,22¢ 38,27t 37,18(
Operating expense
Sales and marketir® 7,655 7,561 7,06:
Cloud software as a service and platform as ace®) 773 45k 327
Cloud infrastructure as a servi® 344 30¢ 304
Software license updates and product sug® 1,19¢ 1,162 1,17t
Hardware systems produ«® 1,471 1,521 1,501
Hardware systems supp® 81¢ 83¢ 89C
Service<® 2,92¢ 2,95¢ 3,18
Research and developmt 5,52¢ 5,151 4,85(
General and administrati 1,07 1,03¢ 1,072
Amortization of intangible asse 2,14¢ 2,30( 2,38t
Acquisition related and oth: 211 41 (604)
Restructuring 207 182 352
Total operating expens 24,35! 23,51 22,49
Operating incom: 13,87: 14,75¢ 14,68
Interest expens (1,149 (919 (797)
Non-operating income (expense), | 10€ (147 11
Income before provision for income ta» 12,83 13,70 13,89¢
Provision for income taxe 2,89¢ 2,74¢ 2,97:
Net income $ 9,93t $ 10,95¢ $ 10,92t
Earnings per shan
Basic $ 2.2¢ $ 2.42 $ 2.2¢
Diluted $ 2.21 $ 2.3¢ $ 2.2¢
Weighted average common shares outstani
Basic 4,40¢ 4,52¢ 4,76¢
Diluted 4,50:¢ 4,60 4,84¢
Dividends declared per common sh $ 0.51 $ 0.4¢ $ 0.3C

1) Exclusive of amortization of intangible assets, abhis shown separatel

See notes to consolidated financial statements.
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ORACLE CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended May 31, 2015, 2014 and 2013

Year Ended May 31,

(in millions) 2015 2014 2013
Net income $ 9,93¢ $ 10,95¢ $ 10,92t
Other comprehensive loss, net of t
Net foreign currency translation loss (770 (78) (229
Net unrealized (losses) gains on defined beneditg (157 23 (68)
Net unrealized gains (losses) on marketable sézs 58 (15) (20)
Net unrealized gains on cash flow hed 30 5 —
Total other comprehensive loss, (832) (65) (217
Comprehensive incorr $ 9,10t $ 10,890 $ 10,71

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF EQUITY
For the Years Ended May 31, 2015, 2014 and 2013

Common Stock and Total
Additional Paid in Accumulated Oracle
Capital Other Corporation
Number of Retained Comprehensive Stockholders’  Noncontrolling
Total

(in millions) Shares Amount Earnings (Loss) Income Equity Interests Equity
Balances as of May 31, 20 490t $17,48¢ $ 26,080 $ 11z $ 43,68¢ $ 39¢  $44,08
Common stock issued under st-based compensation ple 84 1,417 — — 1,415 — 1,417
Common stock issued under stock purchase | 3 11C — — 11C — 11C
Assumption of stock-based compensation plan awardsnnection with

acquisitions — 15 — — 15 — 15
Stocl-based compensatic — 75& — — 75& — 75E
Repurchase of common sta (34€) (1,269 (9,725 — (10,999 — (10,999
Cash dividends declared ($0.30 per sh — — (1,437%) — (1,437 — (1,437
Tax benefit from stock plar — 257 — — 257 — 257
Other, ne — 11¢ — — 11¢ 66 18t
Distributions to noncontrolling interes — — — — — 31 (31)
Other comprehensive loss, | — — — (21)) (21)) (49 (260)
Net income — — 10,92¢ — 10,92¢ 112 11,037
Balances as of May 31, 20 4,64¢ 18,89: 25,85¢ (99) 44,64¢ 497 45,14¢
Common stock issued under st-based compensation ple 95 2,02¢ — — 2,02¢ — 2,02¢
Common stock issued under stock purchase | 3 10¢ — — 10¢ — 10¢
Assumption of stock-based compensation plan awardsnnection with

acquisitions — 14§ — — 14§ — 14¢
Stocl-based compensatic — 80t — — 80t — 80¢
Repurchase of common sta (280) (1,160 (8,63¢) — (9,79¢ — (9,799
Cash dividends declared ($0.48 per sh — — (2,17¢) — (2,179 — (2,179
Tax benefit from stock plar — 254 — — 254 — 254
Other, ne — 2 (28) — (26) 12 (24)
Distributions to noncontrolling interes — — — — — (28) (29)
Other comprehensive loss, 1 — — — (65) (65) (20) (75)
Net income — — 10,95¢ — 10,95¢ 98 11,05:
Balances as of May 31, 20 4,46¢ 21,07% 25,96¢ (164) 46,87¢ 56¢ 47,44
Common stock issued under st-based compensation ple 70 1,68¢ — — 1,68¢ — 1,68¢
Common stock issued under stock purchase | 3 114 — — 114 — 114
Assumption of stock-based compensation plan awardsnnection with

acquisitions — 12 — — 12 — 12
Stocl-based compensatic — 93¢ — — 93¢ — 93¢
Repurchase of common sta (199 (947) (7,145 — (8,08¢) — (8,08¢)
Cash dividends declared ($0.51 per sh — — (2,25%) — (2,25%) — (2,25%)
Tax benefit from stock plar — 267 — — 267 — 267
Other, ne: — 8 — — 8 15 23
Distributions to noncontrolling interes — — — — — (196) (196)
Other comprehensive loss, | — — — (832) (832) (66) (89¢)
Net income — — 9,93¢ — 9,93¢ 113 10,05:
Balances as of May 31, 20 4,347 $23,15¢ $ 26,50! $ (996) $ 48,66 $ 435 $49,09¢

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended May 31, 2015, 2014 and 2013

Year Ended May 31,

(in millions) 2015 2014 2013
Cash flows from operating activitie
Net income $ 9,93¢ $10,95¢ $10,92¢
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior 71z 60¢ 54¢€
Amortization of intangible asse 2,14¢ 2,30( 2,38t
Allowances for doubtful accounts receiva 5€ 122 11€
Deferred income taxe (54¢) (24¢) (117)
Stocl-based compensatic 93: 80t 75E
Tax benefits on the exercise of stock options asling of restricted sto-based award 39¢ 48( 41C
Excess tax benefits on the exercise of stock optoml vesting of restricted st-based award (244) (250 (24))
Other, ne 327 311 15¢
Changes in operating assets and liabilities, neffetts from acquisition:
Decrease in trade receivab 20¢ 24 267
(Increase) decrease in inventor (9€) 57 (6€)
Increase in prepaid expenses and other a (387) (149) (555)
Increase (decrease) in accounts payable and d@béities 247 48 (54))
(Decrease) increase in income taxes pay (20) (320 85
Increase in deferred revent 65¢ 172 14¢
Net cash provided by operating activit 14,33¢ 14,92 14,22«
Cash flows from investing activitie
Purchases of marketable securities and other imezgs (31,42) (32,31 (32,160)
Proceeds from maturities and sales of marketalslerisies and other investmer 20,00¢ 28,84¢ 30,15¢
Acquisitions, net of cash acquir (6,239 (3,48¢) (3,309
Capital expenditure (1,39) (580) (650)
Net cash used for investing activiti (19,04°) (7,539 (5,95¢6)
Cash flows from financing activitie
Payments for repurchases of common s (8,087 (9,819 (11,02)
Proceeds from issuances of common s 1,80z 2,13¢ 1,527
Payments of dividends to stockhold (2,255 (2,17¢) (1,439
Proceeds from borrowings, net of issuance ¢ 19,84: 5,56¢ 4,97«
Repayments of borrowing (1,500 — (2,950
Excess tax benefits on the exercise of stock optoml vesting of restricted st-based award 244 25( 241
Distributions to noncontrolling interes (29¢) (29) (31)
Other, ne — — 192
Net cash provided by (used for) financing actig 9,85( (4,06%) (8,500
Effect of exchange rate changes on cash and casraénts (1,197 (15¢) (110)
Net increase (decrease) in cash and cash equisy 3,945 3,15¢ (342)
Cash and cash equivalents at beginning of pe 17,76¢ 14,610 14,95¢
Cash and cash equivalents at end of pe $21,71¢ $17,76¢ $ 14,61

Non-cash investing and financing transactic

Fair value of stock options and restricted s-based awards assumed in connection with acquis $ 12 ¢ 14t i

Increase (decrease) in unsettled repurchases afhoarstock $ 1 $ (@15 $ (@)

Increase in unsettled investment purchi $ 264 $ 7€ $ —
Supplemental schedule of cash flow d

Cash paid for income tax $ 3,058 $ 284! $ 2,64«

Cash paid for intere: $ 1,022 $ 8271 $ 781

See notes to consolidated financial statements.
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
May 31, 2015

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Oracle Corporation develops, manufactures, marketts, hosts and supports database and middleweéveare, application software, cloud
infrastructure, hardware systems—including Oraclgifeered Systems, computer server, storage, ndtwoaind industry specific hardware
products—and related services that are engineeretitk together in cloud-based and on-premisestimdtion technology (IT) environments.
We offer our customers the option to purchase ofiware and hardware systems products and relat@itss to manage their own cloud-
based or on-premises IT environments, or to deploycomprehensive set of cloud service offeringuiing Oracle Software as a Service
(SaaS), Platform as a Service (PaaS) and Infrasteias a Service (IaaS). Customers that purchassoftware products may elect to purch
software license updates and product support ostrahich provide our customers with rights topewsfied product upgrades and
maintenance releases issued during the suppoddpasiwell as technical support assistance. Cussotingt purchase our hardware products
may elect to purchase hardware systems supportaotsitwhich provide customers with software upslfde software components that are
essential to the functionality of our hardware praid, such as Oracle Solaris and certain othewaodtproducts, and can include product
repairs, maintenance services, and technical supporices. We also offer customers a broad setwfices offerings including consulting
services, advanced customer support services arwhoh services.

Oracle Corporation conducts business globally aas wcorporated in 2005 as a Delaware corporationisithe successor to operations
originally begun in June 1977.

Basis of Financial Statements

The consolidated financial statements includedamaounts and the accounts of our wholly- and migjarivned subsidiaries. Noncontrolling
interest positions of certain of our consolidatatities are reported as a separate component gsbtidated equity from the equity attributable
to Oracle’s stockholders for all periods presentét: noncontrolling interests in our net incomeeaweot significant to our consolidated results
for the periods presented and therefore have bedudied as a component of non-operating incomeefesg), net in our consolidated
statements of operations. Intercompany transactodsalances have been eliminated. Certain oti@ryear balances have been reclassifiec
to conform to the current year presentation. Sechassifications did not affect total revenues rafieg income or net income.

Acquisition related and other expenses as presémi@ar consolidated statements of operationsismaf 2015 included $186 million related to
a goodwill impairment loss (refer to Note 7 belaw additional information) and for fiscal 2015 a2@13 included benefits of $53 million and
$306 million, respectively, related to certaingétion (refer to Note 18 below for additional infwation). Further, acquisition related and other
expenses for fiscal 2013 included a change inviaine of contingent consideration payable, whigulted in a net benefit of $387 million in
fiscal 2013 (refer to Note 2 below for additionafidrmation).

In fiscal 2015, we adopted Accounting Standardsdtp@ASU) No. 2015-03nterest—Imputation of Interest (Subtopic 835-Fijnplifying

the Presentation of Debt Issuance C@#tSU 2015-03). In connection with the adoption &4 2015-03, we reclassified debt issuance costs
related to our senior notes from other assets tesnmayable, non-current as a deduction to thgiogramounts of our senior notes in our

May 31, 2015 and 2014 consolidated balance shBe¢sadoption of ASU 2015-03 did not have a matémglact on our consolidated financial
statements.

In fiscal 2015, we also adopted ASU 2015-Athendments to the Consolidation Analy#&sU 2015-01Simplifying Income Statement
Presentation by Eliminating the Concept of Extranady Items, ASU 2014-15Disclosure of Uncertainties about an Entity’s Atyilio
Continue as a Going ConcerfASU 2014-12Accounting for Shar®&ased Payments When the Terms of an Award ProvigealPerformanc
Target Could Be Achieved after the Requisite Servieriod, and ASU 2014-0&Reporting Discontinued Operations and Disclosures o
Disposals of Components of an En, none of which had an impact on our reported fimrposition or results of operations and castv§lo
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2015

Use of Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accoggiinciples (GAAP) as set forth in the
Financial Accounting Standards Board’s (FASB) Aauiing Standards Codification (ASC) and we consttiervarious staff accounting
bulletins and other applicable guidance issuechbyU.S. Securities and Exchange Commission (SH@sd accounting principles require us
to make certain estimates, judgments and assunspiida believe that the estimates, judgments andrgsttons upon which we rely are
reasonable based upon information available td treaime that these estimates, judgments andrggns are made. These estimates,
judgments and assumptions can affect the repontediats of assets and liabilities as of the dath®financial statements as well as

reported amounts of revenues and expenses duenggtiinds presented. To the extent there are €liféers between these estimates, judgmen
or assumptions and actual results, our consolidatadcial statements will be affected. In manyesashe accounting treatment of a particular
transaction is specifically dictated by GAAP aneslmot require management’s judgment in its apjpbicaThere are also areas in which
management’s judgment in selecting among availalbéenatives would not produce a materially différeesult.

Revenue Recognition

Our sources of revenues include: (1) software dmadcrevenues, including new software licensesmage earned from granting licenses to
our software products and industry specific sofayatoud SaaS and PaaS revenues generated frofofeganting customers access to a
broad range of our software and related suppoeriofis on a subscription basis in a secure, stdedzased cloud computing environment;
cloud laaS revenues generated from fees for deayesnd management offerings for our software amdvare and related IT infrastructure
generally on a subscription basis; and softwaenke updates and product support revenues (dedduitiber below); (2) hardware systems
revenues, which include the sale of hardware sysfmwducts including Oracle Engineered Systemspoben servers, storage products,
networking and data center fabric products, andstig specific hardware; and hardware systems stppeenues; and (3) services, which
include software and hardware related servicesidtiey consulting, advanced customer support andagitun revenues. Revenues generally
recognized net of any taxes collected from custeraad subsequently remitted to governmental auib®ri

Revenue Recognition for Software Products and SafitevRelated Services (Software Elemer

New software licenses revenues primarily reprefesrg earned from granting customers licenses tousdatabase, middleware &

application software and exclude cloud SaaS an® Pagnues and revenues derived from softwares@&apdates, which are included in
software license updates and product support re@gefthe basis for our new software licenses reveseagnition is substantially governed by
the accounting guidance contained in ASC 985-G@ftware-Revenue RecognitioWe exercise judgment and use estimates in caonesith
the determination of the amount of software antisoke related services revenues to be recognizeddh accounting period.

For software license arrangements that do not regignificant modification or customization of thederlying software, we recognize new
software licenses revenues when: (1) we enteranégally binding arrangement with a customer ffigr license of software; (2) we deliver the
products; (3) the sale price is fixed or determieamnd free of contingencies or significant undatias; and (4) collection is probable.
Revenues that are not recognized at the time eftmdause the foregoing conditions are not meteamgnized when those conditions are
subsequently met.

Substantially all of our software license arrangetaelo not include acceptance provisions. Howeaf/acceptance provisions exist as part of
public policy, for example, in agreements with goweent entities where acceptance periods are ejby law, or within previously executed
terms and conditions that are referenced in theentingreement and are short-term in nature, wergéy recognize revenues upon delivery
provided the
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2015

acceptance terms are perfunctory and all othemnteveecognition criteria have been met. If acceggarovisions are not perfunctory (for
example, acceptance provisions that are long-temaiure or are not included as standard terms afr@angement), revenues are recognized
upon the earlier of receipt of written customeregtance or expiration of the acceptance period.

The vast majority of our software license arrangaiméclude software license updates and prodypiat contracts, which are entered into a
the customer’s option and are recognized ratabdy the term of the arrangement, typically one y8aftware license updates provide
customers with rights to unspecified software patdypgrades, maintenance releases and patchesagléaring the term of the support per
Product support includes internet access to teahoantent, as well as internet and telephone adeetechnical support personnel. Software
license updates and product support contractsearerglly priced as a percentage of the net newvaodtlicenses fees. Substantially all of our
customers renew their software license updategpeottlict support contracts annually.

Revenue Recognition for MultiplElement ArrangementsSoftware Products and Software Related ServiceftwW&e Arrangements)

We often enter into arrangements with customersphichase both software related products and softwelated services from us at the same
time, or within close proximity of one another @atd to as software related multiple-element gearents). Such software related multiple-
element arrangements include the sale of our sodtaducts, software license updates and prodipgicst contracts and other software
related services whereby software license deliiefgllowed by the subsequent or contemporaneolisgedy of the other elements. For those
software related multiple-element arrangementshaxe applied the residual method to determine th@uat of new software license revenues
to be recognized pursuant to ASC 985-605. Underdbiglual method, if fair value exists for undetiee elements in a multiple-element
arrangement, such fair value of the undeliverethelds is deferred with the remaining portion of @&hengement consideration generally
recognized upon delivery of the software license. Mlocate the fair value of each element of axsr# related multiple-element arrangement
based upon its fair value as determined by our @especific objective evidence (VSOHiescribed further below), with any remaining am«
allocated to the software license.

Revenue Recognition for Cloud SaaS, PaaS and lad&fihgs, Hardware Systems Products, Hardware SysteSupport and Relate
Services (Nonsoftware Element

Our revenue recognition policy for nonsoftware dlables including cloud SaaS, PaaS and laaS mdfgrhardware systems products, suppo
and related services is based upon the accountiidgtce contained in ASC 605-Fevenue RecognitigiMultiple-Element Arrangements,
and we exercise judgment and use estimates in cbonavith the determination of the amount of cld@a&hS, PaaS and laaS revenues,
hardware systems products revenues, support aatddedervices revenues to be recognized in eacuiaiicg period.

Revenues from the sales of our nonsoftware elenaeatsecognized when: (1) persuasive evidence af@mgement exists; (2) we deliver the
products and passage of the title to the buyerrsc€8) the sale price is fixed or determinabled &) collection is reasonably assured.
Revenues that are not recognized at the time eftmadause the foregoing conditions are not meteaagnized when those conditions are
subsequently met. When applicable, we reduce reagefur estimated returns or certain other incergiagrams where we have the ability to
sufficiently estimate the effects of these item$iéé an arrangement is subject to acceptanceiarited the acceptance provisions are not
perfunctory (for example, acceptance provisions dha long-term in nature or are not included aadrd terms of an arrangement), revenues
are recognized upon the earlier of receipt of emittustomer acceptance or expiration of the aceeptperiod.

Our cloud SaaS and PaasS offerings generally pratideomers access to certain of our software waldfoud-based IT environment that we
manage, host and support and offer to customeassabscription basis. Revenues for our cloud Sad3aaS offerings are generally
recognized ratably over the contract term commeneiith the date the service is made available staruers and all other revenue recognitior
criteria have been satisfied.
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2015

Our cloud laaS offerings provide deployment and ag@ment offerings for our software and hardwarerataded IT infrastructure including
comprehensive software and hardware managememhaimienance services arrangements for customerfidsiructure for a stated term that
is hosted at our data center facilities, seledngardata centers or physically on-premises abouwst facilities generally for a term-based fee;
and virtual machine instances that are subscrigigsed and designed for computing and reliablesandre object storage. Revenues for thes
cloud laaS offerings are generally recognized tgtaber the contract term commencing with the dhgeservice is made available to custor
and all other revenue recognition criteria havenbssdisfied.

Revenues from the sale of hardware systems prodejmtssent amounts earned primarily from the shteioOracle Engineered Systems,
computer servers, storage, networking and indusstegific hardware.

Our hardware systems support offerings generatlyige customers with software updates for the saféwcomponents that are essential to th
functionality of our hardware products and can atetude product repairs, maintenance servicesectthical support services. Hardware
systems support contracts are generally pricedpasc@ntage of the net hardware systems produess ftardware systems support contracts
are entered into at the customer’s option andeegnized ratably over the contractual term ofatiangements, which are typically one year.

Revenue Recognition for Multiplelement ArrangementsCloud SaaS, PaaS and laaS Offerings, HardwareBg$teoducts, Hardware
Systems Support and Related Services (Nonsoftwasnégements)

We enter into arrangements with customers thathase both nonsoftware related products and serfrim@sus at the same time, or within
close proximity of one another (referred to as némgre multiple-element arrangements). Each elémwéhin a nonsoftware multiplelemen
arrangement is accounted for as a separate uadoofunting provided the following criteria are ntbe delivered products or services have
value to the customer on a standalone basis; arahfarrangement that includes a general righttofrn relative to the delivered products or
services, delivery or performance of the undelidgyeoduct or service is considered probable asdlistantially controlled by us. We consider
a deliverable to have standalone value if the prbduservice is sold separately by us or anotkeder or could be resold by the customer.
Further, our revenue arrangements generally dinobhtde a general right of return relative to thedivered products. Where the aforementic
criteria for a separate unit of accounting aremet, the deliverable is combined with the undebdeelement(s) and treated as a single unit of
accounting for the purposes of allocation of tharmgement consideration and revenue recognitiontHése units of accounting that include
more than one deliverable but are treated as #esimit of accounting, we generally recognize rexeasnover the contractual period of the
arrangement or in the case of our cloud offerimgsgenerally recognize revenues over the contrhtetra of the cloud software subscription.
For the purposes of revenue classification of taments that are accounted for as a single urdtobunting, we allocate revenue to the
respective revenue line items within our consolidagtatements of operations based on a rationat@mistent methodology utilizing our best
estimate of relative selling prices of such eleraent

For our nonsoftware multiple-element arrangememésallocate revenue to each element based onigsptice hierarchy at the arrangement’s
inception. The selling price for each element isdubupon the following selling price hierarchy: 5@ available, third party evidence (TPE)
if VSOE is not available, or estimated selling priESP) if neither VSOE nor TPE are available dption as to how we determine VSOE,
TPE and ESP is provided below). If a tangible hanmsystems product includes software, we determirether the tangible hardware
systems product and the software work togetheelioar the product’s essential functionality arfdsa, the entire product is treated as a
nonsoftware deliverable. The total arrangementidenation is allocated to each separate unit obaeting for each of the nonsoftware
deliverables using the relative selling pricesadteunit based on the aforementioned selling grieearchy. We limit the amount of revenue
recognized for delivered elements to an amountishadt contingent upon future delivery of addiibproducts or services or meeting of any
specified performance conditions.
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When possible, we establish VSOE of selling praredeliverables in software and nonsoftware mudtiplement arrangements using the price
charged for a deliverable when sold separatelyfansioftware license updates and product suppatthamdware systems support, based on th
renewal rates offered to customers. TPE is estatliby evaluating similar and interchangeable cditgpgoroducts or services in standalone
arrangements with similarly situated customersudfare unable to determine the selling price bec®®0OE or TPE does not exist, we
determine ESP for the purposes of allocating thengement by reviewing historical transactionsluding transactions whereby the
deliverable was sold on a standalone basis anddarimgy several other external and internal factoctuiding, but not limited to, pricing
practices including discounting, margin objectiveampetition, contractually stated prices, the gaphies in which we offer our products and
services, the type of customer (i.e., distributatue added reseller, government agency and diretuser, among others) and the stage of the
product lifecycle. The determination of ESP is mdeugh consultation with and approval by our ngamaent, taking into consideration our
pricing model and go-to-market strategy. As oupur competitors’, pricing and go-to-market strégsgevolve, we may modify our pricing
practices in the future, which could result in o to our determination of VSOE, TPE and ESP. Aesalt, our future revenue recognition
for multiple-element arrangements could differ materially framn i@sults in the current period. Selling prices analyzed on an annual basi
more frequently if we experience significant changeour selling prices.

Revenue Recognition Policies Applicable to both t3@re and Nonsoftware Elemen
Revenue Recognition for MultiplElement ArrangementsArrangements with Software and Nonsoftware Elements

We also enter into multiple-element arrangemerdsniay include a combination of our various sofevaalated and nonsoftware related
products and services offerings including new safenlicenses, software license updates and predpgtort, cloud SaaS, PaaS and laaS
offerings, hardware systems products, hardwar@esyssupport, consulting, advanced customer supporices and education. In such
arrangements, we first allocate the total arrangermensideration based on the relative sellinggsriof the software group of elements as a
whole and to the nonsoftware elements. We thehdumllocate consideration within the software grtaithe respective elements within that
group following the guidance in ASC 98®5 and our policies as described above. Afteathengement consideration has been allocated
elements, we account for each respective elemeheiarrangement as described above.

Other Revenue Recognition Policies Applicable téivare and Nonsoftware Elements

Many of our software arrangements include consgllitimplementation services sold separately undeswlting engagement contracts and are
included as a part of our services business. Cingukvenues from these arrangements are genadbunted for separately from new
software licenses revenues because the arrangequalify as services transactions as defined in A88-605. The more significant factors
considered in determining whether the revenuesldhmiaccounted for separately include the nattisenvices (i.e., consideration of whether
the services are essential to the functionalittheflicensed product), degree of risk, availabitityservices from other vendors, timing of
payments and impact of milestones or acceptantariaron the realizability of the software licerise. Revenues for consulting services are
generally recognized as the services are perforthddtere is a significant uncertainty about thejpct completion or receipt of payment for
consulting services, revenues are deferred umiliticertainty is sufficiently resolved. We estimisite proportional performance on contracts
with fixed or “not to exceed” fees on a monthly isagtilizing hours incurred to date as a percentafgetal estimated hours to complete the
project. If we do not have a sufficient basis teaswee progress towards completion, revenues aogmeed when we receive final acceptance
from the customer that the services have been aiathlWhen total cost estimates exceed revenueacevae for the estimated losses
immediately using cost estimates that are based apaverage fully
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burdened daily rate applicable to the consultirgpaization delivering the services. The complegitthe estimation process and factors
relating to the assumptions, risks and uncertadritirerent with the application of the proportiopatformance method of accounting affects
the amounts of revenues and related expenseseadpnrour consolidated financial statements. A neinds internal and external factors can
affect our estimates, including labor rates, uitiian and efficiency variances and specificatiod #sting requirement changes.

Our advanced customer support services are ofteyethindalone arrangements or as a part of arramgeno customers buying other software
and non-software products and services. We offesetadvanced support services, both on-premisearate, to Oracle customers to enable
increased performance and higher availability efrthbroducts and services. Depending upon the eatuthe arrangement, revenues from tl
services are recognized as the services are pertbomratably over the term of the service penwalich is generally one year or less.

Education revenues are also a part of our serbigsmess and include instructor-led, media-basddraarnet-based training in the use of our
software and hardware products. Education reveargegcognized as the classes or other educafierngfs are delivered.

If an arrangement contains multiple elements ared ot qualify for separate accounting for the pobénd service transactions, then new
software licenses revenues and/or hardware sysisydsicts revenues, including the costs of hardwgséems products, are generally
recognized together with the services based orractraiccounting using either the percentage-of-detiom or completed-contract method.
Contract accounting is applied to any bundled safénand cloud, hardware systems and services amays: (1) that include milestones or
customer specific acceptance criteria that maycaffellection of the software license or hardwagrgtesms product fees; (2) where consulting
services include significant modification or custeation of the software or hardware systems produetre of a specialized nature and
generally performed only by Oracle; (3) where digant consulting services are provided for in sloéware license contract or hardware
systems product contract without additional changare substantially discounted; or (4) where tifeasare license or hardware systems
product payment is tied to the performance of chiimguservices. For the purposes of revenue cliassibn of the elements that are accounted
for as a single unit of accounting, we allocateeraies to software and nonsoftware elements basadaiional and consistent methodology
utilizing our best estimate of the relative sellprice of such elements.

We also evaluate arrangements with governmentalesntontaining “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 “essential' w$ the software or hardware systems productsti@glanning, budgeting and approval
processes undertaken by the governmental entitye lietermine upon execution of these arrangentleatshe likelihood of cancellation is
remote, we then recognize revenues once all ofriteria described above have been met. If suaiterchination cannot be made, revenues al
recognized upon the earlier of cash receipt or@amrof the applicable funding provision by the govnental entity.

We assess whether fees are fixed or determinalie diime of sale and recognize revenues if abiothvenue recognition requirements are
met. Our standard payment terms are net 30 dayset#r, payment terms may vary based on the coimtiich the agreement is executed.
Payments that are due within six months are gdgetaémed to be fixed or determinable based orsoccessful collection history on such
arrangements, and thereby satisfy the requiredr@ifor revenue recognition.

While most of our arrangements for sales within louginesses include short-term payment terms, we &atandard practice of providing
long-term financing to creditworthy customers pnityathrough our financing division. Since fisca89, when our financing division was
formed, we have established a history of colle¢twithout concessions, on these receivables wiitmeat terms that generally extend up to
five years from the
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contract date. Provided all other revenue recagmitriteria have been met, we recognize new soéeenses revenues and hardware systen
products revenues for these arrangements uporedglivet of any payment discounts from financiramsactions. We have generally sold
receivables financed through our financing divisiona non-recourse basis to third party financirggitutions within 90 days of the contracts’
dates of execution and we classify the proceeds fheese sales as cash flows from operating aetviti our consolidated statements of cash
flows. We account for the sales of these receiwabte“true sales” as defined in ASC 8Bfansfers and Servicingas we are considered to
have surrendered control of these financing retdiga During fiscal 2015, 2014 and 2013, $1.8dnil}i$2.0 billion and $2.2 billion of our
financing receivables were sold to financial ingidans, respectively.

In addition, we enter into arrangements with legsiompanies for the sale of our hardware systeoduets. These leasing companies, in turn
lease our products to end-users. The leasing capggenerally have no recourse to us in the eviea¢fault by the end-user and we recogniz
revenue upon delivery, if all other revenue rectignicriteria have been met.

Our customers include several of our suppliers andasionally, we have purchased goods or serfacenir operations from these vendors at
or about the same time that we have sold our ptedadhese same companies (Concurrent TransartBoffware license agreements or sale:
of hardware systems that occur within a thme@nath time period from the date we have purchasedig or services from that same custome
reviewed for appropriate accounting treatment dadi@sure. When we acquire goods or services framstomer, we negotiate the purchase
separately from any sales transaction, at termsomsider to be at arm’s length and settle the @sgelin cash. We recognize revenues from
Concurrent Transactions if all of our revenue rexdtign criteria are met and the goods and senéoggiired are necessary for our current
operations.

Business Combinations

We apply the provisions of ASC 80Business Combinationsn the accounting for our acquisitions. It re@sius to recognize separately from
goodwill the assets acquired and the liabilitiesuased, at the acquisition date fair values. Goddwilbbf the acquisition date is measured as tt
excess of consideration transferred over the néteofcquisition date fair values of the assetsiiaed and the liabilities assumed. While we
our best estimates and assumptions to accuratklg aasets acquired and liabilities assumed adheisition date as well as contingent
consideration, where applicable, our estimatesndmerently uncertain and subject to refinementaAssult, during the measurement period,
which may be up to one year from the acquisitiote dae record adjustments to the assets acquidtiailities assumed with the
corresponding offset to goodwill. Upon the conabusof the measurement period or final determinatibthe values of assets acquired or
liabilities assumed, whichever comes first, anyssgjuent adjustments are recorded to our consdlidéaéements of operations.

Costs to exit or restructure certain activitiesnfacquired company or our internal operationsaceunted for as termination and exit costs
pursuant to ASC 42Exit or Disposal Cost Obligationsand are accounted for separately from the busic@sbination. A liability for costs
associated with an exit or disposal activity isogrized and measured at its fair value in our clidested statement of operations in the period
in which the liability is incurred. When estimatitige fair value of facility restructuring activifeassumptions are applied regarding estimatec
sub-lease payments to be received, which can difégerially from actual results. This may requisgtoi revise our initial estimates which may
materially affect our results of operations andfioial position in the period the revision is made.

For a given acquisition, we may identify certaie4aicquisition contingencies as of the acquisitiatednd may extend our review and
evaluation of these pre-acquisition contingendiesughout the measurement period in order to olstafificient information to assess whether
we include these contingencies as a part of thevédile estimates of assets acquired and liaksildEsumed and, if so, to determine their
estimated amounts.
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If we cannot reasonably determine the fair valua pfe-acquisition contingency (non-income taxteglpby the end of the measurement
period, which is generally the case given the matdirsuch matters, we will recognize an assetliabdity for such pre-acquisition contingency
if: (i) it is probable that an asset existed oiadility had been incurred at the acquisition datd (ii) the amount of the asset or liability can b
reasonably estimated. Subsequent to the measurgerod, changes in our estimates of such conticigewill affect earnings and could have
a material effect on our results of operations famahcial position.

In addition, uncertain tax positions and tax relataluation allowances assumed in connection whibhsiness combination are initially
estimated as of the acquisition date. We reevalhatge items quarterly based upon facts and cirzunmoes that existed as of the acquisition
date with any adjustments to our preliminary estéwdoeing recorded to goodwill if identified withime measurement period. Subsequent to
the measurement period or our final determinatiocihe tax allowance’s or contingency’s estimatetl@awhichever comes first, changes to
these uncertain tax positions and tax related tialmallowances will affect our provision for incentaxes in our consolidated statement of
operations and could have a material impact onmesults of operations and financial position.

Marketable and Non-Marketable Securities

In accordance with ASC 32(vestments— Debt and Equity Securitieand based on our intentions regarding these instntsnwe classify
substantially all of our marketable debt and egsiégurities as available-for-sale. Marketable dlot equity securities classified as available-
for-sale are reported at fair value, with all utizEal gains (losses) reflected net of tax in stad#ters’ equity on our consolidated balance
sheets, and as a line item in our consolidatedrstts of comprehensive income. If we determineahanvestment has an other than
temporary decline in fair value, we recognize theestment loss in non-operating income (expengt)nrthe accompanying consolidated
statements of operations. We periodically evaloarenvestments to determine if impairment cha@esrequired. Substantially all of our
marketable debt and equity investments are claglsifs current based on the nature of the invessnamat their availability for use in current
operations.

We hold investments in certain non-marketable ggeéturities in which we do not have a controliimigrest or significant influence. These
equity securities are recorded at cost and includether assets in the accompanying consolidaaéghbe sheets. If based on the terms of our
ownership of these non-marketable securities, vierohéne that we exercise significant influence loa ¢ntity to which these non-marketable
securities relate, we apply the requirements of 838, Investments— Equity Method and Joint Ventureto account for such investments
Our non-marketable securities are subject to pariotpairment reviews.

Fair Values of Financial Instruments

We apply the provisions of ASC 82Bair Value MeasuremerfASC 820), to our assets and liabilities that weraquired to measure at fair
value pursuant to other accounting standards, dimofuour investments in marketable debt and eqdturities and our derivative financial
instruments.

The additional disclosures regarding our fair vaheasurements are included in Note 4.

Allowances for Doubtful Accounts

We record allowances for doubtful accounts baseuh @pspecific review of all significant outstandingoices. For those invoices not
specifically reviewed, provisions are provided iffieding rates, based upon the age of the receg/dbk collection history associated with the
geographic region that the receivable was recoiredd current economic trends. We write-off a ieslele and charge it against its recorded
allowance when we have exhausted our collecticortsfivithout success.
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Concentrations of Risk

Financial instruments that are potentially subjeatoncentrations of credit risk consist primagfycash and cash equivalents, marketable
securities, derivatives and trade receivables.cash and cash equivalents are generally held witfe| diverse financial institutions worldwi
to reduce the amount of exposure to any singlenfiiz institution. Investment policies have beeplemented that limit purchases of
marketable debt securities to investment gradergiesu Our derivative contracts are transactedh wérious financial institutions with high
credit standings. We generally do not require ¢etkd to secure accounts receivable. The risk veisipect to trade receivables is mitigated by
credit evaluations we perform on our customerssti@t duration of our payment terms for the sigaiit majority of our customer contracts
and by the diversification of our customer base sihgle customer accounted for 10% or more of otal revenues in fiscal 2015, 2014 or
2013.

We outsource the design, manufacturing, assemiolydalivery of certain of our hardware products t@dety of companies, many of which
are located outside the United States. Furthehave simplified our supply chain processes by rigguthe number of third party
manufacturing partners and the number of locatwamare these third party manufacturers build oudWare systems products. The inability of
these third party manufacturing partners to futfitlers for our hardware products could adversafyeict future operating results of our
hardware systems business.

Inventories

Inventories are stated at the lower of cost or mtavklue. Cost is computed using standard costwdgpproximates actual cost, on a first-in,
first-out basis. We evaluate our ending inventofigestimated excess quantities and obsolescé@hég evaluation includes analysis of sales
levels by product and projections of future demaittlin specific time horizons (generally six to aimonths). Inventories in excess of future
demand are written down and charged to hardwatersgsproducts expenses. In addition, we assessifaet of changing technology to our
inventories and we write down inventories that@residered obsolete. At the point of loss recognijta new, lower-cost basis for that
inventory is established, and subsequent chandestsand circumstances do not result in the rastm or increase in that newly established
cost basis.

Other Receivables

Other receivables represent value-added tax ard tat receivables associated with the sale opmducts and services to third parties. Othe
receivables are included in prepaid expenses drat otirrent assets in our consolidated balanceshed totaled $817 million and $906
million at May 31, 2015 and 2014, respectively.

Deferred Sales Commissions

We defer sales commission expenses associatedwittloud SaaS, PaaS and laaS offerings, and rezeotire related expenses over the non-
cancelable term of the related contracts, whichygneally one to three years. Amortization of deéel sales commissions is included as a
component of sales and marketing expense in owgotidiated statements of operations.

Property, Plant and Equipment

Property, plant and equipment are stated at therofvcost or realizable value, net of accumulakegreciation. Depreciation is computed
using the straight-line method based on estimasefullives of the assets, which range from onfiftipyears. Leasehold improvements are
amortized over the lesser of the estimated usieies lof the improvements or the lease terms, asopppte. Property, plant and equipment are
periodically reviewed for impairment whenever egenit changes in circumstances indicate that thrgingramount of an asset may not be
recoverable. We did not recognize any significanpprty impairment charges in fiscal 2015, 2012@t3.
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Goodwill, Intangible Assets and Impairment Assessnmes

Goodwill represents the excess of the purchase pria business combination over the fair valueatftangible and intangible assets acquired
Intangible assets that are not considered to hawvedefinite useful life are amortized over thesetul lives, which generally range from one to
ten years. Each period we evaluate the estimatedinéng useful lives of purchased intangible asaatswhether events or changes in
circumstances warrant a revision to the remaingripds of amortization.

The carrying amounts of our goodwill and intangia$sets are periodically reviewed for impairmentgast annually for goodwill and
indefinite lived intangible assets) and whenevangy or changes in circumstances indicate thatdimging value of these assets may not be
recoverable. According to ASC 33@tangibles—Goodwill and Othemve can opt to perform a qualitative assessmetastoa reporting unit’s
goodwill for impairment or we can directly perfotire two step impairment test. Based on our qual@assessment, if we determine that the
fair value of a reporting unit is more likely thaat (i.e., a likelihood of more than 50 percentp#less than its carrying amount, the two step
impairment test will be performed. In the firststave compare the fair value of each reporting tmits carrying value. If the fair value of the
reporting unit exceeds the carrying value of thieassets assigned to that unit, goodwill is nosaered impaired and we are not required to
perform further testing. If the carrying value bétnet assets assigned to the reporting unit egdbedair value of the reporting unit, then we
must perform the second step of the impairmentinestder to determine the implied fair value of teporting unit's goodwill. If the carrying
value of a reporting uné’ goodwill exceeds its implied fair value, thenweuld record an impairment loss equal to the défifiee. During fisci
2015, we recognized a $186 million goodwill impaémh loss (refer to Note 7 below for additional imiation). We did not recognize any
goodwill impairment charges in fiscal 2014 or 2013.

Recoverability of finite lived intangible assetsnigasured by comparison of the carrying amourtt@fisset to the future undiscounted cash
flows the asset is expected to generate. RecoVigyafiindefinite lived intangible assets is meesiliby comparison of the carrying amount of
the asset to its fair value. If the asset is carsid to be impaired, the amount of any impairmemeasured as the difference between the
carrying value and the fair value of the impaireded. We did not recognize any intangible asseaimment charges in fiscal 2015, 2014 or
2013.

Derivative Financial Instruments

During fiscal 2015, 2014 and 2013, we used dereatind non-derivative financial instruments to nggnéoreign currency and interest rate
risks (see Note 11 below for additional informajioWe account for these instruments in accordaritte A8C 815 Derivatives and Hedging
(ASC 815), which requires that every derivativerimsment be recorded on the balance sheet as eith@sset or liability measured at its fair
value as of the reporting date. ASC 815 also regutinat changes in our derivatives’ fair valuesdesognized in earnings, unless specific hedg
accounting and documentation criteria are met (he.instruments are accounted for as hedges).

The accounting for changes in the fair value oéawétive depends on the intended use of the dérevand the resulting designation. For a
derivative instrument designated as a fair valudghethe gain or loss is recognized in earningkérperiod of change. The loss or gain
attributable to the risk being hedged is recognineghrnings with an offset recorded to the itemwbich the risk is being hedged. For a
derivative instrument designated as a cash flovgéeeach reporting period we record the changaiirvélue on the effective portion to
accumulated other comprehensive loss in our calesell balance sheets and an amount is reclassifteaf accumulated other comprehensive
loss into earnings to offset the earnings impaat ihattributable to the risk being hedged. Ferribn-derivative financial instrument
designated as a net investment hedge of our inesggin certain of our international subsidiartbs, change on account of remeasurement of
the effective portion for each reporting perioddasorded to accumulated other comprehensive logsrigonsolidated balance sheets.
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We perform the effectiveness testing of our aforetineed designated hedges on a quarterly basithenchanges in ineffective portions, if
any, are recognized immediately in earnings.

Legal Contingencies

We are currently involved in various claims andalggroceedings. Quarterly, we review the statusagh significant matter and assess our
potential financial exposure. A description of agcounting policies associated with contingencessiamed as a part of a business combinatio
is provided under “Business Combinations” above.|egal and other contingencies that are not aqfaatbusiness combination or related to
income taxes, we accrue a liability for an estirddtess if the potential loss from any claim or legiceeding is considered probable and the
amount can be reasonably estimated. Note 18 belowdes additional information regarding certairoof legal contingencies.

Shipping and Handling Costs

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

Foreign Currency

We transact business in various foreign currentiiegeneral, the functional currency of a foreigretion is the local country’s currency.
Consequently, revenues and expenses of operatitsisi® the United States are translated into UdilaB using weighted average exchange
rates while assets and liabilities of operationside the United States are translated into U.$aBousing exchange rates at the balance she
date. The effects of foreign currency translatidjustments are included in stockholders’ equita @@mponent of accumulated other
comprehensive loss in the accompanying consolidadtahce sheets and related periodic movemensuarmarized as a line item in our
consolidated statements of comprehensive incomefokEgn exchange transaction losses includedmaperating income (expense), net in
the accompanying consolidated statements of opesatiere $157 million, $375 million and $162 miflim fiscal 2015, 2014 and 2013,
respectively.

Stock-Based Compensation

We account for share-based payments to employeaading grants of service-based employee stockongtservice-based restricted stock
awards, performance-based restricted stock awBRSidg) and purchases under employee stock purcltease {m accordance with ASC 718,
Compensatior— Stock Compensatiomhich requires that share-based payments (to ttemethey are compensatory) be recognized in our
consolidated statements of operations based onftievalues and the estimated number of sharesltiveately expect will vest. For our
service-based awards, we recognize stock-basederwapon expense on a straight-line basis oveseahgce period of the award, which is
generally four years. For our PSUs, we recogniaeksbased compensation expense on a straight-disis bver the service period for each
separately vesting tranche, which is generallywev@honths, as the performance conditions to evalatdinment of each tranche for each
participant are independent of the performance itiong for the other tranches. We update the amofistock-based compensation expense,
net of forfeitures, to record as of the end of emgorting period based on the expected attainwfgmérformance targets, which is subject to
change until a final determination is known. Changethe target estimates are reflected in the atmfistock-based compensation expense
that we recognize for each tranche on a cumuldi@gis during the reporting period in which the ¢trgstimates are altered and may cause th
amount of stock-based compensation expense thet¢aoed for such reporting period to vary.
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We record deferred tax assets for stock-based camsagien awards that result in deductions on ouwrime tax returns based on the amount of
stock-based compensation recognized and the flaie adtributable to the vested portion of stock mlgaassumed in connection with a busines
combination, at the statutory tax rate in the ligon in which we will receive a tax deduction.

Advertising

All advertising costs are expensed as incurred.efibing expenses, which are included within sale$ marketing expenses, were $55 milli
$79 million and $85 million in fiscal 2015, 2014chR013, respectively.

Research and Development and Software Developmenb§ts

All research and development costs are expensied@sed.

Software development costs required to be capé@limder ASC 985-2@osts of Software to be Sold, Leased or Marketed,under ASC
350-40,Internal-Use Softwarayere not material to our consolidated financiatesteents in fiscal 2015, 2014 and 2013.

Acquisition Related and Other Expenses

Acquisition related and other expenses consiseadgnnel related costs for transitional and certtier employees, stock-based compensatio
expenses, integration related professional serviertain business combination adjustments inclydifjustments after the measurement p
has ended and certain other operating items, tmtk®ased compensation included in acquisitioateel and other expenses result from
unvested options and restricted stock-based avessismed from acquisitions whereby vesting was aceld upon termination of the
employees pursuant to the original terms of thqge®ns and restricted stock-based awards.

Year Ended May 31,

(in millions) 2015 2014 2013
Transitional and other employee related ¢ $ 5i $ 2 $ 27
Stoclk-based compensatic 5 10 33
Professional fees and other, (35) 20 (27¢€)
Business combination adjustments, 184 (16) (38¢)
Total acquisition related and other exper $ 211 $ 4 $(604)

Included in acquisition related and other expeffigeiscal 2015 was a goodwill impairment loss aB% million (refer to Note 7 below for
additional information). Included in acquisitiodated and other expenses for fiscal 2015 and 2042 Wenefits of $53 million and $306
million, respectively, related to certain litigati¢grefer to Note 18 below for additional informat)oAlso included in acquisition related and
other expenses for fiscal 2013 were changes imasgts for contingent consideration payable, whittluced acquisition related and other
expenses by $387 million during fiscal 2013 (refeNote 2 below for additional information).
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Non-Operating Income (Expense), net

Non-operating income (expense), net consists primafiipterest income, net foreign currency exchagagjas (losses), the noncontrolling
interests in the net profits of our majority-owrsdsidiaries (primarily Oracle Financial Servicest®are Limited and Oracle Japan) and net
other income (losses), including net realized gaimd losses related to all of our investments atdinrealized gains and losses related to the
small portion of our investment portfolio that wassify as trading.

Year Ended May 31,

(in millions) 2015 2014 2013
Interest incom: $ 34¢ $ 26 $ 231
Foreign currency losses, r (157) (375) (162)
Noncontrolling interests in incon (113) (98) (112
Other income, ne 27 69 48
Total nor-operating income (expense), | $ 10¢ $ 14y $ 11

Included in foreign currency losses, net for fis2@l5 were foreign currency remeasurement loss&2million, related to our Venezuelan
subsidiary due to the continued “highly inflatiogiadesignation of the Venezuelan economy in acawocdavith ASC 830Foreign Currency
Matters; the introduction of currency exchange legislaiioWenezuela in February 2015 to create a newigonrexchange mechanism known
as SIMADI; and the remeasurement of certain ass®tdiabilities of our Venezuelan subsidiary purdua the SIMADI rate, which we
determined, based upon our specific facts and mistances, was the most appropriate for the regoofiour Venezuelan subsidiary’s Bolivar
based transactions and net monetary assets irDdlfars. We incurred losses related to our Venemuslubsidiary of $213 million and $64
million during fiscal 2014 and 2013, respectivdby, generally similar reasons.

Income Taxes

We account for income taxes in accordance with A8GC,Income TaxesDeferred income taxes are recorded for the erpdeix
consequences of temporary differences betweerathleases of assets and liabilities for financipbréing purposes and amounts recognize
income tax purposes. We record a valuation allowaoceduce our deferred tax assets to the amddutuve tax benefit that is more likely
than not to be realized.

A two-step approach is applied pursuant to ASC 740 imgbegnition and measurement of uncertain tax jposittaken or expected to be tal

in a tax return. The first step is to determinthé weight of available evidence indicates that more likely than not that the tax position will
be sustained in an audit, including resolutionrof eelated appeals or litigation processes. Thergkstep is to measure the tax benefit as the
largest amount that is more than 50% likely todmized upon ultimate settlement. We recognized@steand penalties related to uncertain tax
positions in our provision for income taxes lineoof consolidated statements of operations.

A description of our accounting policies associatgtth tax related contingencies and valuation aloees assumed as a part of a business
combination is provided under “Business Combinatiabove.

Recent Accounting Pronouncements

Cloud Computing Arrangements that Include a SoftveaElement: In April 2015, the FASB issued ASU 2015-0Btangibles—Goodwill
and Other—Internal-Use Software (Subtopic 350-@)stomer’s Accounting for Fees Paid in a Cloud Cotimg ArrangementASU 2015-
05). ASU 2015-05 provides guidance to customers abtether a cloud computing arrangement includes soétwif a cloud computing
arrangement includes a software license, the custshould account for the software license eleroétite arrangement
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consistent with the acquisition of other softwacenses. If a cloud computing arrangement doegchide a software license, the customer
should account for the arrangement as a serviceaminThe new guidance does not change the adoguior a customer’s accounting for
service contracts. ASU 2015-05 is effective foirusur first quarter of fiscal 2017 with early adiom permitted using either of two methods:
(i) prospective to all arrangements entered intmaterially modified after the effective date apgnesent a change in accounting principle; or
(ii) retrospectively. We are currently evaluatitg impact of our pending adoption of ASU 2015-0%anconsolidated financial statements.

Revenue Recognitior In May 2014, the FASB issued ASU 2014-B@venue from Contracts with Customers: T&6 (ASU 2014-09), to
supersede nearly all existing revenue recognitigdance under U.S. GAAP. The core principle of AB)1409 is to recognize revenues wt
promised goods or services are transferred to gu®in an amount that reflects the consideratiahis expected to be received for those
goods or services. ASU 2014-09 defines a five ptepess to achieve this core principle and, inglain, it is possible more judgment and
estimates may be required within the revenue ratiogrprocess than are required under existing G&AP, including identifying
performance obligations in the contract, estimatirgamount of variable consideration to includéimtransaction price and allocating the
transaction price to each separate performancgaildin. ASU 2014-09 is effective for us in our figgiarter of fiscal 2018 using either of two
methods: (i) retrospective application of ASU 2@BHo each prior reporting period presented withdhtion to elect certain practical
expedients as defined within ASU 2014-09; or @frospective application of ASU 2014-09 with thenciiative effect of initially applying
ASU 2014-09 recognized at the date of initial agation and providing certain additional disclosumeglefined per ASU 2014-09. We are
currently evaluating the impact of our pending aawpof ASU 2014-09 on our consolidated financtatements.

2.  ACQUISITIONS
Acquisition of MICROS Systems, Inc.

On June 22, 2014, we entered into an AgreemenP&ndof Merger (Merger Agreement) with MICROS SysdeInc. (MICROS), a provider
of integrated software, hardware and services isoisito the hospitality and retail industries. @iyB, 2014, pursuant to the Merger
Agreement, we commenced a tender offer to purchlheé the issued and outstanding shares of comstmek of MICROS at a purchase price
of $68.00 per share, net to the holder in castowit interest thereon, based upon the terms arjdctub the conditions set forth in the Merger
Agreement. Between September 3, 2014 and SepteénBéd 4, pursuant to the terms of the tender offeraccepted and paid for the
substantial majority of outstanding shares of MIGR&@mmon stock. On September 8, 2014, we effectubemerger of MICROS with and
into a wholly-owned subsidiary of Oracle pursuanttte terms of the Merger Agreement and applicetaeyland law and MICROS became an
indirect, wholly-owned subsidiary of Oracle. Punsui® the merger, shares of MICROS common stockrdmaained outstanding and were not
acquired by us were converted into, and cancetiezkchange for, the right to receive $68.00 perssiracash. The unvested equity awards to
acquire MICROS common stock that were outstandimgédiately prior to the conclusion of the mergereneonverted into equity awards
denominated in shares of Oracle common stock basédrmulas contained in the Merger Agreement. \bguaed MICROS to, among other
things, expand our software and cloud, hardwarerelatied services offerings for hotels, food andebege industries, facilities, and retailers.
We have included the financial results of MICROSim consolidated financial statements from the détacquisition.

Pursuant to our business combinations accountitigypae estimated the preliminary fair values et tangible and intangible assets acquirec
and the excess of the consideration transferredtbeeaggregate of such fair values was recordegagwill. The preliminary fair values of
net tangible assets and intangible assets acqueeslbased upon preliminary valuations and oumggés and assumptions are subject to
change within the measurement period (up to onefyea the acquisition date). The primary areas thmain preliminary relate to the fair
values of intangible assets acquired, certain lagissets and liabilities acquired, certain legal
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matters, income and non-income based taxes ardlistgioodwill. We expect to continue to obtain mfi@tion to assist us in determining the
fair values of the net assets acquired during teasurement period. The following table summarikesestimated preliminary fair values of
assets acquired from MICROS:

(in millions)
Cash and cash equivalel $ 67E
Trade receivables, n 18¢
Inventories 44
Goodwill 3,27
Intangible asset 2,03(
Other asset 14¢
Accounts payable and other liabiliti (34¢)
Deferred tax liabilities, ne (633)
Deferred revenue (130
Total $ 524

We do not expect the goodwill recognized as agfatie MICROS acquisition to be deductible for inmtax purposes.

Other Fiscal 2015 Acquisitions

During fiscal 2015, we acquired certain other conmgsand purchased certain technology and developassets primarily to expand our
products and services offerings. These acquisiticere not individually significant. We have inclubihe financial results of the acquired
companies in our consolidated financial statemfota their respective acquisition dates and thalte$érom each of these companies were nc
individually material to our consolidated financ&htements. In the aggregate, the total prelirgiparchase price for these acquisitions was
approximately $1.7 billion, which consisted of appmately $1.7 billion in cash and $7 million fdvet fair values of stock options and
restricted stock-based awards assumed. We havumpralily recorded $14 million of net tangible atssand $388 million of identifiable
intangible assets, based on their estimated faiegaand $1.3 billion of residual goodwill.

The initial purchase price calculation and relagedounting for our acquisitions completed durirsgdi 2015 is preliminary. The preliminary
fair value estimates for the assets acquired afilities assumed for our acquisitions completedngufiscal 2015 were based upon prelimir
calculations and valuations and our estimates asdmaptions for these acquisitions are subject amgh as we obtain additional information
during the respective measurement periods (up&oyear from the respective acquisition dates). ffriraary areas of those preliminary
estimates that are not yet finalized relate toatertangible assets and liabilities acquired, ifiafile intangible assets, certain legal matteis an
income and non-income based taxes.

Fiscal 2014 Acquisitions
Acquisition of Responsys, In

On February 6, 2014, we completed our acquisitfoResponsys, Inc. (Responsys), a provider of eritexscale cloud-based business-to-
consumer marketing software. We have includeditt@tial results of Responsys in our consolidateakicial statements from the date of
acquisition. The total purchase price for Respongys approximately $1.6 billion, which consistecapproximately $1.4 billion in cash and
$147 million for the fair values of stock optionsdarestricted stock-based awards assumed. We ext@R&P million of net tangible liabilities,
related primarily to deferred tax liabilities, $580llion of identifiable intangible assets, and $hdlion of in-process research and
development, based on their estimated fair valaed,$1.0 billion of residual goodwill.
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Other Fiscal 2014 Acquisitions

During fiscal 2014, we acquired certain other conmigsand purchased certain technology and developassets primarily to expand our
products and services offerings. These acquisiticere not individually significant. We have inclutithe financial results of these companies
in our consolidated financial statements from thespective acquisition dates and the results #aoh of these companies were not
individually material to our consolidated financg&htements. In the aggregate, the total purchase for these acquisitions was approximately
$2.3 billion, which consisted primarily of cash eaferation, and we recorded $230 million of negthle liabilities, related primarily to
deferred tax liabilities, $1.1 billion of identifite intangible assets, and $99 million of in-pracessearch and development, based on their
estimated fair values, and $1.3 billion of residyabdwill.

Fiscal 2013 Acquisitions
Acquisition of Acme Packet, Inc

On March 28, 2013, we completed our acquisitioAahe Packet, Inc. (Acme Packet), a provider ofisassorder control technology. We
have included the financial results of Acme Paaketur consolidated financial statements from theef acquisition. The total purchase price
for Acme Packet was approximately $2.1 billion, ethtonsisted of approximately $2.1 billion in castd $12 million for the fair value of
stock options and restricted stock-based awardsress. We have recorded $247 million of net tangitsigets, $525 million of identifiable
intangible assets, and $45 million of in-proceseaech and development, based on their estimatecafaes, and $1.3 billion of residual
goodwill.

Acquisition of Eloqua, Inc.

On February 8, 2013, we completed our acquisitfoaloqua, Inc. (Eloqua), a provider of cloud-basearketing automation and revenue
performance management software. We have inclutedirtancial results of Eloqua in our consoliddiedncial statements from the date of
acquisition. The total purchase price for Eloqua wpproximately $935 million, which consisted opapximately $933 million in cash and $2
million for the fair value of stock options assumiéde have recorded $1 million of net tangible assed $327 million of identifiable intangil
assets, based on their estimated fair values, @dd &illion of residual goodwill.

Other Fiscal 2013 Acquisitions

During fiscal 2013, we acquired certain other conmiggsand purchased certain technology and developassets primarily to expand our
products and services offerings. These acquisiticer® not significant individually or in the aggete.

Contingent Consideration Related to the Acquisitiorof Pillar Data Systems, Inc.

In fiscal 2012, we acquired Pillar Data Systems, (Rillar Data), a provider of enterprise storagstems solutions. Pursuant to the agreemen
and plan of merger dated as of June 29, 2011, geirad all of the issued and outstanding equitgrigséts of Pillar Data from the stockholders
in exchange for Pillar Data’s former stockholderfiive rights to receive contingent cash consiterdEarn-Out), if any, pursuant to an Earn-
Out calculation. During fiscal 2013, we estimatiedttno amount of contingent consideration was tpdyable pursuant to the Earn-Out
calculation and we recognized a benefit of $38Tionil The Earn-Out period ended at the conclusioouo first quarter of fiscal 2015 and no
amounts were paid to Pillar Data’s former stockbaoddincluding Lawrence J. Ellison, Oracle’s ExaaiChairman of the Board and Chief
Technology Officer and largest stockholder.
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Unaudited Pro Forma Financial Information

The unaudited pro forma financial information i ttable below summarizes the combined results efatjpns for Oracle, MICROS,
Responsys, and certain other companies that wéradcgince the beginning of fiscal 2014 (which weoasidered relevant for the purposes of
unaudited pro forma financial information disclosuas though the companies were combined as dfei@ning of fiscal 2014. The unaudited
pro forma financial information for all periods pemnted also included the business combination aticoueffects resulting from these
acquisitions, including our amortization chargesifracquired intangible assets (certain of whichpaediminary), stock-based compensation
charges for unvested stock options and restridtezksbased awards assumed, if any, and the refateeffects as though the aforementioned
companies were combined as of the beginning oc&lfi2814. The unaudited pro forma financial inforimatas presented below is for
informational purposes only and is not necessardjcative of the results of operations that wolsddve been achieved if the acquisitions had
taken place at the beginning of fiscal 2014.

The unaudited pro forma financial information feachl 2015 combined the historical results of Gedol fiscal 2015, the historical results of
MICROS for the six months ended June 30, 2014 &e§udue to differences in reporting periods antsictering the date we acquired
MICROS), the historical results of certain othemganies that we acquired since the beginning o&fi2015 based upon their respective
previous reporting periods and the dates these anmp were acquired by us, and the effects of théguma adjustments listed above.

The unaudited pro forma financial information feachl 2014 combined the historical results of Gedol fiscal 2014, the historical results of
MICROS for the year ended June 30, 2014 (due ferdifices in reporting periods), the historical ltssof Responsys for the nine months
ended September 30, 2013 (adjusted due to diffeseincreporting periods and considering the dataegeired Responsys), the historical
results of certain other companies that we acqusieck the beginning of fiscal 2014 based uporr tlespective previous reporting periods anc
the dates these companies were acquired by usharadfects of the pro forma adjustments listedvab@he unaudited pro forma financial
information was as follows for fiscal 2015 and 2014

Year Ended May 31,
(in millions, except per share data 2015 2014

Total revenue 38,70! $ 40,00
Net income 9,87 $ 10,77(
Basic earnings per she 2.24 $ 2.3¢
Diluted earnings per sha 2.1¢ $ 2.34

&\ H B P

3. CASH, CASH EQUIVALENTS AND MARKETABLE SECURITIES

Cash and cash equivalents primarily consist of digpbeld at major banks, Tier-1 commercial paper ather securities with original
maturities of 90 days or less. Marketable secusripigmarily consist of time deposits held at mdjanks, Tier-1 commercial paper, corporate
notes and certain other securities.
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The amortized principal amounts of our cash, cagfivalents and marketable securities approximdtent fair values at May 31, 2015 and
2014. We use the specific identification methodétermine any realized gains or losses from theefabur marketable securities classified as
available-for-sale. Such realized gains and loggge insignificant for fiscal 2015, 2014 and 201Be following table summarizes the
components of our cash equivalents and marketablerisies held, substantially all of which weressidied as available-for-sale:

May 31,
(in millions) 2015 2014
U.S. Treasury securitie $ 66€ $ —
Commercial paper debt securit 9,20: 7,96¢
Corporate debt securities and ot 28,84 16,65
Total investment $ 38,71 $ 24,62
Investments classified as cash equival $ 6,068 $ 3,57¢
Investments classified as marketable secut $ 32,65. $ 21,05(

As of May 31, 2015 and 2014, approximately 28% 4%, respectively, of our marketable securitieggtments mature within one year and
72% and 55%, respectively, mature within one toysiars. Our investment portfolio is subject to netulisk due to changes in interest rates. A
described above, we limit purchases of marketadle securities to investment grade securities, vhave high credit ratings and also limit
amount of credit exposure to any one issuer. Asdta our investment policy, we are averse togypial loss and seek to preserve our investe
funds by limiting default risk and market risk.

4. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordantte AC 820. ASC 820 defines fair value as the pified would be received from selling
an asset or paid to transfer a liability in an ogdgransaction between market participants antieasurement date. When determining the fair
value measurements for assets and liabilities requo be recorded at their fair values, we comdiue principal or most advantageous market
in which we would transact and consider assumptibatsmarket participants would use when pricirgdlsets or liabilities, such as inherent
risk, transfer restrictions and risk of nonperfonoa

ASC 820 establishes a fair value hierarchy thatiireq an entity to maximize the use of observafgeiis and minimize the use of unobserv
inputs when measuring fair value. An asset’s a@alaillty’s categorization within the fair value méchy is based upon the lowest level of input
that is significant to the fair value measurem&®C 820 establishes three levels of inputs that beaysed to measure fair value:

» Level 1: quoted prices in active markets for ideaitassets or liabilitie:

» Level 2: inputs other than Level 1 that are obdelejeeither directly or indirectly, such as quogettes in active markets for similar
assets or liabilities, quoted prices for identimasimilar assets or liabilities in markets that aot active, or other inputs that are
observable or can be corroborated by observablkendata for substantially the full term of theeatssor liabilities; o

» Level 3: unobservable inputs that are supportelitttyy or no market activity and that are signifitdo the fair values of the assets or
liabilities.
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Assets and Liabilities Measured at Fair Value on &ecurring Basis

Our assets and liabilities measured at fair valua cecurring basis, excluding accrued interestpmomants, consisted of the following (Level 1
and 2 inputs are defined above):

May 31, 2015 May 31, 2014
Fair Value Measurements Fair Value Measurements
Using Input Types Using Input Types

(in_millions) Level 1 Level 2 Total Level 1 Level 2 Total
Assets:

U.S. Treasury securitie $ 668 S — $ 668 $ —  $ —  $ —

Commercial paper debt securit — 9,20z 9,20z — 7,96¢ 7,96¢

Corporate debt securities and ot 19C 28,65¢ 28,84« 11¢ 16,53¢ 16,651

Derivative financial instrumen — 74 74 — 97 97

Total asset $ 85¢ $ 37,93 $ 38,78 $ 11¢  $ 24,60: $ 24,72

Liabilities:

Derivative financial instrumen $ — % 244 $ 244 $ — 3 — % —

Our valuation techniques used to measure the &hireg of our marketable securities that were dladsas Level 1 in the table above were
derived from quoted market prices and active mari@tthese instruments exist. Our valuation teghes used to measure the fair values of
Level 2 instruments listed in the table above,dbenterparties to which have high credit ratingstenderived from the following: non-binding
market consensus prices that are corroborated $sredible market data, quoted market prices forl@inmstruments, or pricing models, such
as discounted cash flow techniques, with all sigaift inputs derived from or corroborated by obabte market data including LIBOR-based
yield curves, among othel

Based on the trading prices of our $42.0 billiod &&4.1 billion of borrowings, which consisted ehgr notes that were outstanding as of
May 31, 2015 and 2014, respectively, the estimfgdalues of our borrowings using Level 2 inpatdMay 31, 2015 and 2014 were $44.1
billion and $26.4 billion, respectively.

5. INVENTORIES

Inventories consisted of the following:

May 31,
(in millions) 2015 2014
Raw materials $ 112 $ 74
Work-in-process 38 28
Finished good 164 87
Total $ 31 $ 18!
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6. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, net consisted ofdhewing:
Estimated May 31,

(Dollars in millions) Useful Life 2015 2014
Computer, network, machinery and equipm 1-5year $ 3,34t % 2,46¢
Buildings and improvemen 1-50 year 2,721 2,58:
Furniture, fixtures and oth: 3-10 year 547 531
Land — 58¢ 632
Construction in progres — 93 26

Total property, plant and equipme 1-50 year 7,29t 6,23¢
Accumulated depreciatic (3,609 (3,179)

Total property, plant and equipment, $ 368 $ 3,06

7. INTANGIBLE ASSETS AND GOODWILL
The changes in intangible assets for fiscal 201bthe net book value of intangible assets at Mgy2815 and 2014 were as follows:

Intangible Assets, Gros: Accumulated Amortization Intangible Assets, Ne  Weighted
May 31, May 31, May 31, May 31, May 31, May 31, Average
(Dollars in millions) 2014  Additions @) Retirements 2015 2014  Expense Retirements 2015 2014 2015  Useful Life (@)
Software support agreements and relat
relationships $ 5218 $ 1,20¢ $ (2239 $ 419C ¢ (4409% (53) ¢ 2,23¢ $ (2,700 $ 81t $ 1,49 13 years
Hardware systems support agreements
related relationship 96¢ 63 (20) 1,012 (530 (144) 20 (654) 43¢ 35¢ 10 years
Developed technolog 4,381 73€ (52)) 4,60z (2,17¢) (700) 521 (2,35%) 2,211 2,247 7 years
Core technolog 1,617 — (1,06%) 552 (1,299 (182) 1,06t (41)) 32z 141 N.A.
Customer relationships and contract
backlog 2,05¢ 204 (63) 2,191 (1,459 (312) 61 (1,710 59¢ 487 6 years
SaaS, PaaS and laaS agreements and
related relationships and oth 1,78¢ 204 — 1,99: (305) (203) — (50¢) 1,48¢ 1,48¢ 10 years
Trademarks 51€ 35 (50) 501 (27€) (77 50 (30%) 24C 19¢ 10 years
Total intangible assets subject to
amortization 16,55( 2,44¢ (3,957 15,04: (10,449 (2,14¢) 3,951 (8,647 6,107 6,40¢ 10 years
In-process research and developn 3C (30) — — — — — — 3C — N.A.
Total intangible assets, r $ 16,58 $ 2,418 $ (395) $ 15,04 $ (10,44) $ (2,149 $ 3951 $§ (864)$ 6,137 $ 6,40¢

(@) The substantial majority of intangible assets awgliduring fiscal 2015 related to our acquisitioMOCROS.
() Represents weighted average useful lives of intdegissets acquired during fiscal 20

Total amortization expense related to our intargéssets was $2.1 billion, $2.3 billion and $214doi in fiscal 2015, 2014 and 2013,
respectively. As of May 31, 2015, estimated futameortization expenses related to intangible asgets as follows (in millions):

Fiscal 201¢ $ 1,62
Fiscal 2017 99t
Fiscal 201¢ 84¢
Fiscal 201¢ 74z
Fiscal 202( 59¢
Thereafte! 1,59¢

Total intangible assets, r $ 6,40¢
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The changes in the carrying amounts of goodwill, which is generally not deductible for tax purgssfor our operating segments for fiscal
2015 and 2014 were as follows:

New Software Software
Licenses and License
Cloud Updates anc Hardware
Software Product Systems Total Goodwiill,
(in millions) Subscriptions Support Support Consulting Other, net® net

Balances as of May 31, 20 $ 10,53 $ 12,47 $ 1,25¢ $ 1,58¢ $ 1,49¢ $  27,34!
Allocation of goodwill® 87t — 38C 13 (1,26¢) —
Goodwill from acquisition: 1,721 4 43¢ 134 — 2,29t
Gooduwill adjustments, n¢? 10 (6) 7 2 1 14
Balances as of May 31, 20 13,13¢ 12,47: 2,082 1,73¢ 22€ 29,65:
Goodwill from acquisition: 2,08¢ 1,991 26¢ 27 24C 4,61
Goodwill adjustments, n¢? (8 () 19 (@0} — 8
Goodwill impairmeni®) — — — — (18€) (186€)

Balances as of May 31, 20 $ 15,21, $ 14,46 $ 2,37( $ 1,75 $ 28C $ 34,08

(1) Represents the allocation of goodwill to our ofiagasegments upon completion of our intangible sakeations

(3 Pursuant to our business combinations accouptitigy, we recorded goodwill adjustments for thizef on goodwill of changes to net assets acquitethg the measurement period
(up to one year from the date of an acquisitiomo@will adjustments were not significant to ouryoesly reported operating results or financialipos.

() During fiscal 2015, we recorded a $186 milliorodwill impairment loss to our hardware systems patsl reporting unit. We considered several appresth determine the fair value
of our hardware systems reporting unit as of Mdrck015 and concluded the most appropriate to é@ttome approach. The fair value of our hardwgsgesns products reporting u
pursuant to the income approach was impacted bgriéevecasted operating results for this reporting, primarily caused by lower forecasted reverams$ our continued investment
in hardware products research and developmenttitiwVe compared the implied fair value of godtlimi our hardware systems products reporting tmits carrying value, which
resulted in the $186 million goodwill impairmens®and represented the aggregate amount of goddidlr hardware systems products reporting ditie aggregate hardware
systems reporting unit goodwill that was impairediscal 2015 resulted from our acquisitions oféPiData Systems, Inc., Xsigo Systems, Inc., Grggées Inc. and MICROS Systen
Inc. Such impairment loss was recorded to acqaisitélated and other expenses in our fiscal 20hSalwlated statement of operations. We did notgeize any goodwill impairment
losses in fiscal 2014 or 201

4

Represents goodwill allocated to our other ojiegaegments. The balance as of May 31, 2013 iedushallocated goodwill for certain of our acquisis that was subsequently
allocated based upon the finalization of valuatidnsng fiscal 2014
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8. NOTES PAYABLE AND OTHER BORROWINGS
Notes payable consisted of the followil
May 31,
(Dollars in millions) 2015 2014
3.75% senior notes due July 2014, net of fair valdiestment of $8 as of May 31, 2C(D) $ — $ 150¢
5.25% senior notes due January 2016, net of disai$1 and $2 as of May 31, 2015 and 2014, respg! 1,99¢ 1,99¢
Floating rate senior notes due July 2017, net bf tsuance cost of $1 as of May 31, 2 99¢ —
1.20% senior notes due October 2017, net of digcanoh debt issuance costs of $6 and $9 as of Mag®b and 2014, respective 2,49¢ 2,491
5.75% senior notes due April 2018, net of debtdsse costs of $7 and $8 as of May 31, 2015 and,26%gectively 2,49: 2,49:
Floating rate senior notes due January 2019, né¢lafissuance costs of $1 each as of May 31, 2a0d201< 49¢ 49¢
2.375% senior notes due January 2019, net of &ireviosses of $21 and $15 and discount and dalmnse costs of $7 and $9 as of May 31, 2015 and
May 31, 2014, respective(l) 1,514 1,50¢

5.00% senior notes due July 2019, net of discondtdeebt issuance costs of $11 and $12 as of Mag®H| and 2014, respective 1,73¢ 1,73¢
Floating rate senior notes due October 2019, ndebf issuance cost of $2 as of May 31, 2 74¢ —
2.25% senior notes due October 2019, net of fdirevimss of $22 and discount and debt issuanceot@st as of May 31, 201(1) 2,01°F —
3.875% senior notes due July 2020, net of discandtdebt issuance costs of $4 and $5 as of Mag®H5 and 2014, respective 99¢€ 99t
2.25% senior notes due January 2021, net of dis@nchdebt issuance costs of $11 and $14 as of3¥ag015 and 2014, respectiw(z) 1,341 1,68t
2.80% senior notes due July 2021, net of fair védee of $31 and discount and debt issuance cd8 af of May 31, 201(1) 1,52¢ —
2.50% senior notes due May 2022, net of discoudtdabt issuance cost of $17 as of May 31, Z 2,48° —
2.50% senior notes due October 2022, net of didcanoh debt issuance costs of $10 and $11 as of3#a2015 and 2014, respectiv( 2,49( 2,48¢
3.625% senior notes due July 2023, net of discandtdebt issuance costs of $11 and $12 as of Ma3(@5b and 2014, respective 98¢ 98¢
3.40% senior notes due July 2024, net of discondtdeebt issuance cost of $12 as of May 31, : 1,98¢ —
2.95% senior notes due May 2025, net of discoudtdaibt issuance cost of $22 as of May 31, Z 2,47¢ —
3.125% senior notes due July 2025, net of discandtdebt issuance costs of $6 and $9 as of Mag@F and 2014, respective(?) 804 1,01z
3.25% senior notes due May 2030, net of discoudtdait issuance cost of $6 as of May 31, Z 494 —
4.30% senior notes due July 2034, net of discondtdeebt issuance cost of $13 as of May 31, : 1,737 —
3.90% senior notes due May 2035, net of discoudtdait issuance cost of $18 as of May 31, - 1,23 —
6.50% senior notes due April 2038, net of discantt debt issuance costs of $5 and $6 as of Mag®H§ and 2014, respective 1,24t 1,24«
6.125% senior notes due July 2039, net of discandtdebt issuance costs of $12 and $14 as of Ma®035b and 2014, respective 1,23¢ 1,23¢
5.375% senior notes due July 2040, net of discandtdebt issuance costs of $34 and $35 as of Ma3(5b and 2014, respective 2,21¢ 2,21¢
4.50% senior notes due July 2044, net of debt iesiaost of $8 as of May 31, 20 997 —
4.125% senior notes due May 2045, net of discondtdebt issuance cost of $24 as of May 31, 2 1,97¢ —
4.375% senior notes due May 2055, net of discondtdebt issuance cost of $16 as of May 31, - 1,23¢ —

Total borrowings $ 4195¢ $ 24,09

Notes payable, curre $ 1,99¢ $ 1,50¢

Notes payable, ne-current $ 39,950 $ 22,58

(1) Refer to Note 11 for a description of our accoupfior fair value hedge:
(@ Euro based notes valued at May 31, 2015 and Mag@®4 foreign exchange rates, respectively (sebeuriscussion below

Senior Notes and Other

In May 2015, we issued $10.0 billion of senior sotemprised of $2.5 billion of 2.50% notes due N2 (2022 Notes), $2.5 billion of
2.95% notes due May 2025 (2025 Notes), $500 millic25% notes due May 2030 (2030 Notes), $1.25hilif 3.90% notes due May 2035
(2035 Notes), $2.0 billion of 4.125% notes due 2845 (2045 Notes) and $1.25 billion of 4.375% nabes May 2055 (2055 Notes, and
together with the 2022 Notes, 2025 Notes, 2030 $§{@@35 Notes
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and 2045 Notes, the May 2015 Senior Notes). Westssiuie May 2015 Senior Notes for general corpgratposes, which may include stock
repurchases, payment of cash dividends on our constozk and future acquisitions, and repaymenadébtedness.

In July 2014, we issued $10.0 billion of senioresotomprised of $1.0 billion of floating rate notieee July 2017 (2017 Floating Rate Notes),
$750 million of floating rate notes due October 202019 Floating Rate Notes), $2.0 billion of 2.2684es due October 2019 (2019 Notes),
$1.5 billion of 2.80% notes due July 2021 (2021e¥pt $2.0 billion of 3.40% notes due July 2024 @Bbtes), $1.75 billion of 4.30% notes
due July 2034 (2034 Notes) and $1.0 billion of 45@otes due July 2044 (2044 Notes and, togethértivit 2017 Floating Rate Notes, 2019
Floating Rate Notes, 2019 Notes, 2021 Notes, 202éNand 2034 Notes, the July 2014 Senior Notds) flbating rate notes bear interest at
floating rate equal to three-month LIBOR plus 0.2fifvethe 2017 Floating Rate Notes and 0.51% for2i&9 Floating Rate Notes (0.47% and
0.78% as of May 31, 2015, respectively) with ins¢ggayable quarterly. We issued the July 2014 Séaves for general corporate purposes,
which may include stock repurchases, payment df dasdends on our common stock, our acquisitioMEROS and future acquisitions, a
repayment of indebtedness.

In July 2013, we issued €2.0 billion ($2.2 billiand $2.7 billion as of May 31, 2015 and 2014, repely) of fixed rate senior notes
comprised of €1.25 billion of 2.25% notes due Jay2821 (January 2021 Notes) and €750 million @28% notes due July 2025 (July 2025
Notes, and together with the January 2021 NotesEtiro Notes). The Euro Notes are registered ale ton the New York Stock Exchan

In connection with the issuance of the January 20@tes, we entered into certain cross-currency ssgapements that have the economic
effect of converting our fixed rate, Euro denomathtlebt, including annual interest payments angdyenent of principal at maturity, to a
fixed rate, U.S. Dollar denominated debt of $116dri with a fixed annual interest rate of 3.53%é€3Note 11 for additional information).
Further, we designated the July 2025 Notes as mwvettment hedge of our investments in certaiouwfinternational subsidiaries that use the
Euro as their functional currency in order to resltite volatility in stockholders’ equity causedtbg changes in foreign currency exchange
rates of the Euro with respect to the U.S. Dolkme(Note 11 for additional information).

In July 2013, we also issued $3.0 billion of semotes comprised of $500 million of floating ratetes due January 2019 (January 2019
Floating Rate Notes), $1.5 billion of 2.375% naleg January 2019 (January 2019 Notes) and $1i0rbdf 3.625% notes due July 2023 (2
Notes). The January 2019 Floating Rate Notes In¢aneist at a floating rate equal to t-month LIBOR plus 0.58% (0.86% and 0.81% as of
May 31, 2015 and 2014, respectively) with intepzstable quarterly.

In October 2012, we issued $5.0 billion of fixeteraenior notes comprised of $2.5 billion of 1.208tes due October 2017 (2017 Notes) and
$2.5 billion of 2.50% notes due October 2022 (Oetd2022 Notes).

In July 2010, we issued $3.25 billion of fixed ratnior notes comprised of $1.0 billion of 3.8758tes due July 2020 (2020 Notes) and $2.2¢
billion of 5.375% notes due July 2040 (2040 Notes).

In July 2009, we issued $4.5 billion of fixed ragnior notes of which $1.5 billion of 3.75% not28X4 Notes) was due and paid in July 2014
(we also settled the fixed to variable interest tap agreements associated with the 2014 Natdsjla75 billion of 5.00% notes due July
2019 (July 2019 Notes) and $1.25 billion of 6.12586tes due July 2039 (2039 Notes) remained outsigrat of May 31, 2015.

In April 2008, we issued $5.0 billion of fixed ragenior notes, of which $1.25 billion of 4.95% semotes was due and paid in April 2013,
$2.5 hillion of 5.75% senior notes due April 202818 Notes) and $1.25 billion of 6.50% senior nates April 2038 (2038 Notes) remained
outstanding as of May 31, 2015.

In January 2006, we issued $5.75 billion of senmtes, of which $2.0 billion of 5.25% senior notiere January 2016 (2016 Notes) remained
outstanding as of May 31, 2015.
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The effective interest yields of the 2016 Notesl 208lotes, 2018 Notes, January 2019 Notes, July R@iés, 2019 Notes, 2020 Notes, 2021
Notes, 2022 Notes, October 2022 Notes, 2023 N2t} Notes, 2025 Notes, July 2025 Notes, 2030 Na@4 Notes, 2035 Notes, 20
Notes, 2039 Notes, 2040 Notes, 2044 Notes, 2046\mtd 2055 Notes (collectively and together withdanuary 2021 Notes, the Sel
Notes) at May 31, 2015 were 5.32%, 1.24%, 5.76%4%, 5.05%, 2.27%, 3.93%, 2.82%, 2.56%, 2.51%,%,7843%, 3.00%, 3.17%, 3.30'
4.30%, 3.95%, 6.52%, 6.19%, 5.45%, 4.50%, 4.15% 4a40%, respectively. In July 2014 and July 2048 entered into certain interest rate
swap agreements that have the economic effectodifying the fixed interest obligations associatath the 2019 Notes, January 2019 Notes
and 2021 Notes so that the interest payable or thetes effectively became variable based on LIBQR6%, 0.93% and 0.91%, respectively,
at May 31, 2015; and 0.88% for the January 201®8lat May 31, 2014; see Note 11 for additionalrimftion). The effective interest yield of
the January 2021 Notes was 2.33% (3.53% afterdbeoenic effects of the cross-currency swap agreesyscribed above and in Note 11).
Interest is payable semi-annually for the SenioreN@xcept for the Euro Notes for which interegagable annually. We may redeem some o
all of the Senior Notes of each series prior tartmaturity, subject to certain restrictions, ahd payment of an applicable make-whole
premium in certain instances. The 2017 FloatingeRddtes, January 2019 Floating Rate Notes and B@Eing Rate Notes (collectively the
Floating Rate Notes) may not be redeemed pridngw maturity.

The Senior Notes and the Floating Rate Notes rankpassu with any other notes we may issue irittuee pursuant to our commercial paper
program (see additional discussion regarding ommaercial paper program below) and all existing aridre unsecured senior indebtedness ¢
Oracle Corporation. All existing and future liabés of the subsidiaries of Oracle Corporationarwill be effectively senior to the Senior
Notes and the Floating Rate Notes and any futsreaisces of commercial paper notes. We were in danga with all del-related covenants
May 31, 2015.

Future principal payments for all of our borrowiregsMay 31, 2015 were as follows (in millions):

Fiscal 201¢ $ 2,00
Fiscal 2017 —
Fiscal 201¢ 6,00(
Fiscal 201¢ 2,00(¢
Fiscal 202( 4,50(
Thereaftel 27,96¢

Total $ 42,46

Commercial Paper Program and Commercial Paper Notes

On April 22, 2013, pursuant to our existing $3.0idm commercial paper program which allows usssuie and sell unsecured short-term
promissory notes pursuant to a private placemesgingxion from the registration requirements unddefel and state securities laws, we
entered into new dealer agreements with variouksand a new Issuing and Paying Agency Agreemeht3dA Morgan Chase Bank, N.A. As
of May 31, 2015 and 2014, we did not have any antlihg commercial paper notes. We intend to bagg-ahy commercial paper notes that
we may issue in the future with the 2013 Creditéggnent (see additional details below).

Revolving Credit Agreements

In April 2013, we entered into a $3.0 billion Revioly Credit Agreement with Wells Fargo Bank, N.Bank of America, N.A., BNP Paribas,
JPMorgan Chase Bank, N.A. and certain other lendlees2013 Credit Agreement). The 2013 Credit Agreet provides for an unsecured 5-
year revolving credit facility to be used for geslezorporate purposes including b-stopping any commercial paper notes that we nmayeis
Subject to certain conditions stated in the 201&d@Agreement, we may borrow, prepay and re-bomowunts under the
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2013 Credit Agreement at any time during the tefrthe 2013 Credit Agreement. Interest under the320fedit Agreement is based on either
(a) a LIBOR-based formula or (b) the Base Rate tdameach as set forth in the 2013 Credit Agreemfamy amounts drawn pursuant to the
2013 Credit Agreement are due on April 20, 2018 aNmwunts were outstanding pursuant to the 2013ilCkgdeement as of May 31, 2015 ¢
2014.

The 2013 Credit Agreement contains certain custpmegresentations and warranties, covenants amtswédefault, including the
requirement that our total net debt to total cdigidion ratio not exceed 45% on a consolidatedsbéfsany of the events of default occur and
are not cured within applicable grace periods aved any unpaid amounts under the 2013 Credit &ment may be declared immediately
due and payable and the 2013 Credit Agreement magrinminated. We were in compliance with the 201€dE Agreement’s covenants as of
May 31, 2015.

On May 29, 2012, we borrowed $1.7 billion pursuard revolving credit agreement with JPMorgan Clizesek, N.A., as initial lender and
administrative agent; and J.P. Morgan Securitie€,las sole lead arranger and sole bookrunner2@i@ Credit Agreement). During fiscal
2013, we repaid the $1.7 billion and the 2012 Gradreement expired pursuant to its terms.

9. RESTRUCTURING ACTIVITIES
Fiscal 2015 Oracle Restructuring Plan

During the second quarter of fiscal 2015, our manaant approved, committed to and initiated plamgstructure and further improve
efficiencies in our operations due to our acquisitbf MICROS and certain other operational ac@gt{2015 Restructuring Plan). The total
estimated restructuring costs associated with @& Restructuring Plan are up to $626 million aritibve recorded to the restructuring expe
line item within our consolidated statements ofrafiens as they are incurred. We recorded $100amibf restructuring expenses in
connection with the 2015 Restructuring Plan indi2015 and we expect to incur the majority ofékémated remaining $526 million through
the end of fiscal 2016. Any changes to the estimatexecuting the 2015 Restructuring Plan wiltéigected in our future results of operatic

Fiscal 2013 Oracle Restructuring Plan

During the first quarter of fiscal 2013, our managat approved, committed to and initiated planesbructure and further improve
efficiencies in our operations (2013 Restructuifithgn). Restructuring costs associated with the ZRdsructuring Plan were recorded to the
restructuring expense line item within our consatédl statements of operations as they were inclvedecorded $119 million, $174 million
and $325 million of restructuring expenses in catine with the 2013 Restructuring Plan in fiscall302014 and 2013, respectively. Actions
pursuant to the 2013 Restructuring Plan were sotialiy complete as of May 31, 2015.
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Summary of All Plans
Fiscal 2015 Activity
Total Total
Accrued Year Ended May 31, 2015 Accrued Costs Expectec
May 31, Initial Adj. to Cash May 31, Accrued Program
(in millions) 20142 Costs®  Cost® Payment: Others () 2015 to Date Costs
Fiscal 2015 Oracle Restructuring Plar®)
New software licenses and cloud software subsorip $ — $ 26 $ 1 $ (16) $ — $ 11 $ 27 $ 11C
Software license updates and product sug — 7 — ) — 5 7 20¢
Hardware systems busine — 22 2) (13) 1) 6 2C 6E
Services — 21 — (12) — 9 21 101
General and administrative and ot — 27 (2 (20) — 5 2t 141
Total Fiscal 2015 Oracle Restructuring F $ = $ 10z $ ©® $ (63) $ (2) $ 3€ $ 10C $ 62€
Total Fiscal 2013 Oracle Restructuring F(®) $ 61 $ 126 $ (9 $ (13 3 1 $ 31
Total other restructuring plai®) $ 108 $ 7 $ (19 3% (43 $ — $ 53
Total restructuring plar $  16¢ $  23¢ $ (31 $ (249 $ (12) $  12C
Fiscal 2014 Activity
Accrued Year Ended May 31, 201« Accrued
May 31, Initial Adj. to Cash May 31,
(in millions) 2013 Costs®  Cost®  Payment:  Others ® 20143
Fiscal 2013 Oracle Restructuring Plar®
New software licenses and cloud software subsorip $ 1€ $ 57 $ 8 $ (B ¢ 2 $ 12
Software license updates and product sug 1 11 — (10 3 5
Hardware systems busine 24 48 3 (52 1 18
Services 18 3¢ (7) (39) — 11
General and administrative and ot 12 42 (5) (39 5 15
Total Fiscal 2013 Oracle Restructuring P $ 71 $ 197 $(23) $ (195 $ 11 $ 61
Total other restructuring plai® $17¢ $ 24 $(15 $ (B9 $ (22 $ 1o¢
Total restructuring plan $25C $ 221 $(38 $ (259 $ (11) $ 1e¢

116




Table of Contents

ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

May 31, 2015
Fiscal 2013 Activity
Accrued Year Ended May 31, 201: Accrued
May 31, Initial Adj. to Cash May 31,
(in millions) 2012 Costs®  Cost™®  Payment:  Others ® 2013
Fiscal 2013 Oracle Restructuring Plar®
New software licenses and cloud software subsorip $ — $ 8 $ 8 $ 6O $ (1 $ 16
Software license updates and product sug — 13 (6) (12) 5 1
Hardware systems busine — 9¢ (5) (68) 2 24
Services — 72 (5) (50 1 18
General and administrative and ot — 81 (1) (52 (16) 12
Total Fiscal 2013 Oracle Restructuring P $ — $35C $(25 $(24) $ (13 $ n
Total other restructuring plai® $337 $ 53 $(26 $ (18 $ — 8 17¢
Total restructuring plan $ 337 $40 $(B) $ (4200 $ (13) $ 25C

(1) Restructuring costs recorded for individual liteens primarily related to employee severance amstspt for general and administrative and otheichvalso included $46 million
recorded during fiscal 2013 for facilities relatedtructuring, contract termination and other cc

(3  The balances at May 31, 2015 and 2014 includéddiion and $100 million, respectively, recordedbther current liabilities, and $34 million an8%million, respectively, recorded
in other no-current liabilities.

() Costs recorded for the respective restructuringsptiuring the current period present
@ All plan adjustments were changes in estimates ethyeincreases and decreases in costs were gerre@diyled to operating expenses in the period jostdents
() Represents foreign currency translation and cectier adjustment:

(6)  Other restructuring plans presented in the tadthese included condensed information for otherc@raased plans and other plans associated withicerf our acquisitions whereby
we continued to make cash outlays to settle olitigatunder these plans during the periods preséntefbr which the periodic impact to our consolethstatements of operations was
not significant.

10. DEFERRED REVENUES
Deferred revenues consisted of the following:

May 31,

(in millions) 2015 2014
Software license updates and product suf. $ 5638 $ 590¢
Hardware systems support and ot 703 664
Services 37¢ 364
Cloud SaasS, PaaS and le 404 24¢
New software license 124 84
Deferred revenues, curre 7,24¢ 7,26¢
Deferred revenues, n-current (in other nc-current liabilities) 392 404
Total deferred revenut $ 763t $ 7,67%

Deferred software license updates and product stuppeenues and deferred hardware systems supp@hues represent customer payments
made in advance for support contracts that aredjlpibilled on a per annum basis in advance watliesponding revenues being recognized
ratably over the support periods. Deferred servieesnues include prepayments for our servicesbasiand revenues for these services are
generally recognized
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as the services are performed. Deferred cloud softas a service (SaaS), platform as a servic&Rawal infrastructure as a service (laaS)
revenues generally result from customer paymentieriraadvance for our cloud-based offerings thatracognized over the corresponding
contractual term. Deferred new software licensesmaes typically result from undelivered produatsgecified enhancements, customer
specific acceptance provisions, customer paymeattenn advance for time-based license arrangenaedtsoftware license transactions that
cannot be separated from undelivered consultirggtoar services.

In connection with our acquisitions, we have estadahe fair values of the cloud SaaS and PaaSya@f license updates and product suppor
and hardware systems support obligations, amorgrsitassumed from our acquired companies. We dbnesae estimated the fair values of
these obligations assumed using a cost build-upoaphp. The cost build-up approach determines firesby estimating the costs related to
fulfilling the obligations plus a normal profit ngin. The sum of the costs and operating profit apipnates, in theory, the amount that we
would be required to pay a third party to assunesehacquired obligations. These aforementioned/&hire adjustments recorded for
obligations assumed from our acquisitions redubecttoud SaaS and PaaS, software license updatgs@auct support and hardware syst
support deferred revenues balances that we recasiiabilities from these acquisitions and alstueed the resulting revenues that we
recognized or will recognize over the terms ofdhquired obligations during the post-combinatioriqais.

11. DERIVATIVE FINANCIAL INSTRUMENTS
Fair Value Hedges— Interest Rate Swap Agreements

In July 2014, we entered into certain interest satap agreements that have the economic effecbdffying the fixed interest obligations
associated with our 2019 Notes and 2021 Notesatdhb interest payable on these senior notestigycbecame variable based on LIBOR.
In July 2013, we entered into certain interest sstap agreements that have the economic effecodffying the fixed interest obligations
associated with our January 2019 Notes so thahtbeest payable on these senior notes effectivebame variable based on LIBOR. The
critical terms of the interest rate swap agreemeratch the critical terms of the 2019 Notes, 2021eN and the January 2019 Notes that the
interest rate swap agreements pertain to, incluttiaghotional amounts and maturity dates.

We have designated the aforementioned interessvedp agreements as qualifying hedging instrumeemdsare accounting for them as fair
value hedges pursuant to ASC 815. These transadi@ncharacterized as fair value hedges for fiahaccounting purposes because they
protect us against changes in the fair values aiceof our fixed rate borrowings due to benchmatkrest rate movements. The changes in
fair values of these interest rate swap agreenagateecognized as interest expense in our consetiddatements of operations with the
corresponding amounts included in other assetsher mon-current liabilities in our consolidatedaree sheets. The amount of net gain (loss)
attributable to the risk being hedged is recognaethterest expense in our consolidated stateroéiofserations with the corresponding
amount included in notes payable, non-current. Jdréodic interest settlements for the interest satap agreements for the 2019 Notes, 2021
Notes and the January 2019 Notes are recordedemsshexpense and are included as a part of magh from operating activitie:

In July 2014, we settled the fixed to variable it rate swap agreements associated with the20te$. We do not use any interest rate swa
agreements for trading purposes.
Cash Flow Hedges— Cross Currency Swap Agreements

In connection with the issuance of our January 208tks, we entered into certain cross-currency sagagements to manage the related
foreign currency exchange risk by effectively caonivegy the fixed-rate, Euro denominated January 20@tes, including the annual interest
payments and the payment of principal at maturitfixed-rate, U.S. Dollar denominated debt. Thenemic effect of the swap agreements
was to eliminate the uncertainty of the cash flawl.S. Dollars associated with the January 202teBlby fixing the
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principal amount of the January 2021 Notes at $ilién with a fixed annual interest rate of 3.53%e have designated these cross-currency
swap agreements as qualifying hedging instrumaemtsage accounting for these as cash flow hedgesupnt to ASC 815. The critical terms of
the cross-currency swap agreements correspone téatiuary 2021 Notes, including the annual intgragtnents being hedged, and the cross:
currency swap agreements mature at the same tithe danuary 2021 Notes.

We used the hypothetical derivative method to mesathe effectiveness of our cross-currency swapegents. The fair values of these cross:
currency swap agreements are recognized as osetisas other non-current liabilities in our condatled balance sheets. The effective
portions of the changes in fair values of thesssi@irrency swap agreements are reported in acatedubther comprehensive loss in our
consolidated balance sheets and an amount is séi@dut of accumulated other comprehensive ilmgsnoneperating income (expense), |

in the same period that the carrying value of theoElenominated January 2021 Notes is remeasutketharinterest expense is recognized.
ineffective portion of the unrealized gains andséxson these cross-currency swaps, if any, isdedammediately to non-operating income
(expense), net. We evaluate the effectivenessrofrmgs-currency swap agreements on a quarterly.b&e did not record any ineffectiveness
for fiscal 2015 or 2014. The cash flows relateth® cross-currency swap agreements that pertairetperiodic interest settlements are
classified as operating activities and the cashdlthat pertain to the principal balance are digssas financing activities.

We do not use any cross-currency swap agreemantséting purposes.

Net Investment Hedge— Foreign Currency Borrowings

In July 2013, we designated our July 2025 Notes mst investment hedge of our investments in eeatour international subsidiaries that
the Euro as their functional currency in orderegduce the volatility in stockholders’ equity causgdhe changes in foreign currency exchang
rates of the Euro with respect to the U.S. Dollar.

We used the spot method to measure the effectigarfamur net investment hedge. Under this methmdedch reporting period, the change in
the carrying value of the Euro denominated July=2Rdtes due to remeasurement of the effectiveqoit reported in accumulated other
comprehensive loss on our consolidated balance ahdehe remaining change in the carrying valuthefineffective portion, if any, is
recognized in non-operating income (expense),meuri consolidated statements of operations. Wiiateathe effectiveness of our net
investment hedge at the beginning of every qua¥tlerdid not record any ineffectiveness for fisd@l2 or 2014.

Foreign Currency Forward Contracts Not Designated a Hedges

We transact business in various foreign curreraigshave established a program that primarilyzaiforeign currency forward contracts to
offset the risks associated with the effects ofaterforeign currency exposures. Under this prograun strategy is to enter into foreign
currency forward contracts so that increases ore@ses in our foreign currency exposures are dfsgains or losses on the foreign currency
forward contracts in order to mitigate the risksl aolatility associated with our foreign currencgrtsactions. We may suspend this program
from time to time. Our foreign currency exposungsdally arise from intercompany sublicense feetgricompany loans and other
intercompany transactions that are generally exgetct be cash settled in the near term. Our foreigrency forward contracts are generally
short-term in duration. Our ultimate realized gaioss with respect to currency fluctuations w#nerally depend on the size and type of
cross-currency exposures that we enter into, thewrcy exchange rates associated with these exgmand changes in those rates, the net
realized and unrealized gains or losses on foreigrency forward contracts to offset these expasaral other factors.
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We neither use these foreign currency forward eatsrfor trading purposes nor do we designate tleea@rd contracts as hedging instrum
pursuant to ASC 815. Accordingly, we recorded #dievalues of these contracts as of the end ofepwrting period to our consolidated
balance sheet with changes in fair values recotaledr consolidated statement of operations. Thanoa sheet classification for the fair val

of these forward contracts is prepaid expensestrat current assets for a net unrealized gairtipnsand other current liabilities for a net
unrealized loss position. The statement of opeanatiassification for changes in fair values osthérward contracts is non-operating income
(expense), net, for both realized and unrealizémgsgand losses.

As of May 31, 2015 and 2014, respectively, thear@l amounts of the forward contracts we held t@lpase U.S. Dollars in exchange for
other major international currencies were $2.2dviland $3.6 billion, respectively, and the noticermounts of forward contracts we held to
sell U.S. Dollars in exchange for other major intfonal currencies were $1.2 billion and $2.0dwil) respectively. The fair values of our
outstanding foreign currency forward contracts wesminal at May 31, 2015 and 2014.

Included in our non-operating income (expense)wet $60 million, $(69) million and $(64) milliaf net gains (losses) related to these
forward contracts for the years ended May 31, 280%4 and 2013, respectively. The cash flows rélaighese foreign currency contracts are
classified as operating activities.

The effects of derivative and nalerivative instruments designated as hedges oaicert our consolidated financial statements weréoldows
as of or for each of the respective periods presebelow (amounts presented exclude any incomeftagts):

Fair Values of Derivative and Non-Derivative Instrunents Designated as Hedges in Consolidated Balarkeets

May 31, 2015 May 31, 2014
(in millions) Balance Sheet Locatio Fair Value Balance Sheet Locatior Fair Value
Interest rate swap agreements designated as fae& hadge: Other asset $ 74 Other asset $ 15
Interest rate swap agreements designated as fa@ kiadge: Not applicable $ — Prepaid expenses and other current s $ 8
Other non-current
Cros:-currency swap agreements designated as cash fldges liabilities $ (244) Other asset $ 74
Notes payable, n-
Foreign currency borrowings designated as net tmerst hedg: current $ 981) Notes payable, n--current $ 1,11¢6)

Effects of Derivative and Non-Derivative Instrumens Designated as Hedges on Income and Other Compreiséve Income (OCI) or
Loss (OCL)

Amount of (Loss) Gain Recognized it Location and Amount of (Loss) Gain Reclassified frm
Accumulated OCI or OCL (Effective Portion) Accumulated OCI or OCL into Income (Effective Portion)
Year Ended May 31, Year Ended May 31,
(in millions) 2015 2014 2015 2014
Cross-currency swap agreements
designated as cash flow hed: $ (319) $ 74 Non-operating income (expense), $ (349 $ 69

Foreign currency borrowings
designated as net investment

hedge $ 20¢€ $ (39 Not applicable $ — $ —
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Location and Amount of Gain (Loss) Location and Amount of (Loss) Gain on Hedged Iten
Recognized in Income on Derivative Recognized in Income Attributable to Risk Being Hdged
Year Ended May 31, Year Ended May 31,
(in millions) 2015 2014 2015 2014
Interest rate swap agreements designated as fa& hadge: Interest expen: $ 51 $ (18) Interest expens $ (51) $ 18

12. COMMITMENTS AND CERTAIN CONTINGENCIES
Lease Commitments

We lease certain facilities, furniture and equipterder operating leases. As of May 31, 2015, futnmimum annual operating lease
payments and future minimum payments to be recdiead non-cancelable subleases were as follows:

(in millions)
Fiscal 201¢ $ 33
Fiscal 2017 27C
Fiscal 201¢ 20¢
Fiscal 201¢ 15€
Fiscal 202( 107
Thereatfte! 17t
Future minimum operating lease payme 1,245
Less: minimum payments to be received from-cancelable subleas (71)
Total future minimum operating lease payments, $ 1,17¢

Lease commitments included future minimum rent payts for facilities that we have vacated pursuamir restructuring and merger
integration activities, as discussed in Note 9.h&ee approximately $61 million in facility obligatis, net of estimated sublease income and
other costs, in accrued restructuring for thesatlons in our consolidated balance sheet at MayG15.

Rent expense was $290 million, $278 million and38illion for fiscal 2015, 2014 and 2013, respeelyy net of sublease income of
approximately $45 million, $55 million and $69 rolh, respectively. Certain lease agreements congéaiewal options providing for extensic
of the lease terms.

Unconditional Obligations

In the ordinary course of business, we enter iettain unconditional purchase obligations with suppliers, which are agreements that are
enforceable, legally binding and specify terms|uding: fixed or minimum quantities to be purchasied, minimum or variable price
provisions; and the approximate timing of the pagym&/e utilize several external manufacturers toafiacture sub-assemblies for our
hardware products and to perform final assemblytasting of finished hardware products. We als@aiobindividual components for our
hardware systems products from a variety of indigldsuppliers based on projected demand informa8anh purchase commitments are b
on our forecasted component and manufacturing rexpgints and typically provide for fulfilment withegreed upon lead-times and/or
commercially standard lead-times for the particplar or product and have been included in the amsdoelow. Routine arrangements for
other materials and goods that are not relatedit@xternal manufacturers and certain other supgpdied that are entered into in the ordinary
course of business are not included in the amdgitav as they are generally entered into in ordeseture pricing or other negotiated terms
and are difficult to quantify in a meaningful way.
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As of May 31, 2015, our unconditional purchase egdain other obligations were as follows (in roitis):

Fiscal 201¢ $ 713
Fiscal 2017 19E
Fiscal 201¢ 124
Fiscal 201¢ 85
Fiscal 202( 64
Thereaftel —

Total $ 1,18

As described in Note 8 and Note 11 above, as of 8132015 we have senior notes of $42.0 billiort thature at various future dates and
derivative financial instruments outstanding thatleverage to manage certain risks and exposures.

Guarantees

Our software, cloud and hardware systems prodiles sgreements generally include certain provisfonsixdemnifying customers against
liabilities if our products infringe a third partyintellectual property rights. To date, we haveinourred any material costs as a result of such
indemnifications and have not accrued any matgaillities related to such obligations in our colidated financial statements. Certain of our
product sales agreements also include provisiaenmifying customers against liabilities in the mvwee breach confidentiality or service
level requirements. It is not possible to deterntiremaximum potential amount under these inderatifin agreements due to our limited anc
infrequent history of prior indemnification clairasd the unique facts and circumstances involvezhah particular agreement.

Our software license and hardware systems prodigresements also generally include a warranty thapmducts will substantially operate as
described in the applicable program documentatiom fperiod of one year after delivery. Our sofevas a service, platform as a service and
infrastructure as a service agreements generallyde a warranty that the cloud services will bqrened in all material respects as defined ir
the agreement during the service period. We alsoanwathat services we perform will be providegimanner consistent with industry
standards for a period of 90 days from performaridhe services.

We occasionally are required, for various reastmenter into financial guarantees with third pegtin the ordinary course of our
business including, among others, guarantees ddlatioreign exchange trades, taxes, import liceasal letters of credit on behalf of parties
with whom we conduct business. Such agreementstavead a material effect on our results of openat financial position or cash flows.

13. STOCKHOLDERS' EQUITY
Stock Repurchases

Our Board of Directors has approved a program $aiourepurchase shares of our common stock. Ore@éer 18, 2014, we announced that
our Board of Directors approved an expansion ofsbock repurchase program by an additional $13lidri Approximately $9.2 billion
remained available for stock repurchases as of 81ay015, pursuant to our stock repurchase progréencepurchased 193.7 million shares
for $8.1 billion (including 2.2 million shares f805 million that were repurchased but not settl28D.4 million shares for $9.8 billion and
346.1 million shares for $11.0 billion in fiscal 28 2014 and 2013, respectively, under the stoglrohase program.

Our stock repurchase authorization does not hawxpination date and the pace of our repurchaseitsatill depend on factors such as our
working capital needs, our cash requirements fquiations and dividend payments, our debt repayrobligations or repurchase of our debt,
our stock price, and economic and market
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conditions. Our stock repurchases may be effected fime to time through open market purchasesimsyant to a Rule 10b5-1 plan. Our
stock repurchase program may be accelerated, sispetelayed or discontinued at any time.
Dividends on Common Stock

During fiscal 2015, 2014 and 2013, our Board ofebiors declared cash dividends of $0.51, $0.4858r8D per share of our outstanding
common stock, respectively, which we paid durirggghme period.

In June 2015, our Board of Directors declared atqus cash dividend of $0.15 per share of our aunding common stock payable on July 29
2015 to stockholders of record as of the closeusfriess on July 8, 2015. Future declarations afldids and the establishment of future re
and payment dates are subject to the final detetiim of our Board of Directors.

Accumulated Other Comprehensive Loss

The following table summarizes, as of each balahest date, the components of our accumulated otimeprehensive loss, net of income
taxes:

May 31,
(in millions) 2015 2014
Foreign currency translation losses and other $ (85)) $ (8)
Unrealized losses on defined benefit plans, (309 (159
Unrealized gains on marketable securities, 124 65
Unrealized gains on cash flow hedges, 35 5
Total accumulated other comprehensive $ (996 $ (169

14. EMPLOYEE BENEFIT PLANS
Stock-based Compensation Plans
Stock Plans

In fiscal 2001, we adopted the 2000 Long-Term Bauitentive Plan, which provides for the issuantean-qualified stock options and
incentive stock options, as well as stock purchiagds, stock appreciation rights, and long-ternfgrenance awards, including restricted stock
based awards, to our eligible employees, officatsdirectors who are also employees or consultamdependent consultants and advisers. In
fiscal 2011, our stockholders, upon the recommeodatt our Board of Directors (the Board), approvied adoption of the Amended and
Restated 2000 Long-Term Equity Incentive Plan gB@0 Plan), which extended the termination dath®f000 Plan by ten years and
increased the number of authorized shares of statkmay be issued by 388,313,015 shares. In f&@H, our stockholders, upon the
recommendation of our Board, approved a furthereiase in the number of authorized shares of stwtkmhay be issued under the 2000 Plan
by 305,000,000 shares.

Under the terms of the 2000 Plan, options to pgeltmmmon stock are granted at not less than fakehvalue, become exercisable as
established by the Compensation Committee of treed(generally 25% annually over four years underonrrent practice) and generally
expire no more than ten years from the date oftgtaimg-term full value awards are granted in ttvaf of restricted stock units (RSUs) and
performance stock units (PSUs). The vesting sclesituIRSUs is established by the Compensation Ctteenand generally requires vesting
25% annually over four years. The vesting scheftul®SUs is also established by the Compensationmitiee and currently requires vesting
over four fiscal years, if at all, based on relatperformance. For each share granted as a fulkaklard under the 2000 Plan, an equivalent c
2.5 shares is deducted from our pool of sharedadblaifor grant. As of May 31, 2015, the 2000 Hiad stock options to purchase 401 million
shares of common stock outstanding of which 21%anishares were vested, 24 million unvested RSuistanding and
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3 million unvested PSUs outstanding. As of May &115, approximately 409 million shares of commamtistwere available for future awards
under the 2000 Plan. To date, we have not issugdtank purchase rights or stock appreciation siginder the 2000 Plan.

In fiscal 1993, the Board adopted the 1993 DiretStock Plan (the Directors’ Plan), which providesthe issuance of non-qualified stock
options and other stock-based awards, including R &Unon-employee directors. The Directors’ Plas tiom time to time been amended anc
restated. Under the terms of the Directors’ Pl&mlllion shares of common stock are reserveddsunance (including a fiscal 2013
amendment to increase the number of shares ofomimon stock reserved for issuance by 2 millioneflaiOptions are granted at not less
fair market value, vest over four years, and expaanore than ten years from the date of grant. f@tnted under the Directors’ Plan also
vest over four years. The Directors’ Plan proviftgsautomatic grants of stock awards to each nopleyee director upon first becoming a
director and thereafter on an annual basis, asasedutomatic nondiscretionary grants for chaidgngice chairing certain Board committees.
The Board will determine the particular terms of anch stock awards at the time of grant, butehes will be consistent with those of stock
awards granted under the Directors’ Plan with resfmevesting or forfeiture schedules and treatnoentermination of status as a director. As
of May 31, 2015, options to purchase approximadetyillion shares of common stock (of which approaiely 2 million were vested) and
64,000 unvested RSUs were outstanding under the D#8ctors’ Plan. As of May 31, 2015, approximgt2Imillion shares were available for
future stock awards under this plan.

In connection with certain of our acquisitions, assumed certain outstanding stock options and o#isénicted stock-based awards under eacl
acquired company’s respective stock plans. Thesk stfptions and other restricted stock-based awgedsrally retain all of the rights, terms
and conditions of the respective plans under wiliely were originally granted. As of May 31, 201fack options to purchase 8 million shares
of common stock and 1 million shares of restrictetk-based awards were outstanding under thess.pla

The following table summarizes stock option acyivnd includes awards granted pursuant to Oaased stock plans and stock plans asst
from our acquisitions for our last three fiscal geeanded May 31, 2015:

Options Outstanding

Weighted

Shares Unde Average
(in millions, except exercise price Option Exercise Price
Balance, May 31, 201 42z $ 22.6¢
Grantec 11¢ $ 29.9(
Assumec 9 $ 3252
Exercisec (83) $ 17.3¢
Cancelec (20 $ 28.9¢
Balance, May 31, 201 447 $  25.4¢
Grantec 131 $ 31.0Z
Assumec 5 $ 9.0z
Exercisec (95) $ 21.5]
Cancelec (26) $  30.6(
Balance, May 31, 201 462 $ 273
Grantec 34 $ 40.5¢
Assumec 3 $ 21.9¢
Exercisec (70) $ 24.4¢
Cancelec (16) $  33.7¢
Balance, May 31, 201 41% $ 28.6¢
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Options outstanding that have vested and thabgrected to vest as of May 31, 2015 were as follows:

Weighted

Weightec Average In-the-Money Aggregate

Outstanding Average Remaining Options as of Intrinsic

Options Exercise Contract Term May 31, 201t Value ()
(in millions) Price (in years) (in millions) (in millions)
Vested 22% $ 25.5¢ 5.07% 222 $ 4,03
Expected to ve«? 17¢ $32.17 7.7 17¢ 1,98¢
Total 39¢ $ 28.4¢ 6.2¢ 397 $ 6,02(

() The aggregate intrinsic value was calculateddasethe gross difference between our closing spoite on the last trading day of fiscal 2015 08%9 and the exercise prices for all
“in-the-money’ options outstanding, excluding tax effe«

(@ The unrecognized compensation expense calculaigier the fair value method for shares expectess$b (unvested shares net of expected forfeita®sf May 31, 2015 was
approximately $804 million and is expected to lmgmized over a weighted average period of 2.16syégproximately 15 million shares outstanding®ay 31, 2015 were not
expected to ves

Restricted stock-based award activity and the nurobeestricted stock-based awards outstanding wetsignificant prior to fiscal 2015. The

following table summarizes restricted stock-basedrds activity, including service-based awards pedormance-based awards and including

awards granted pursuant to Oracle-based stock plahstock plans assumed from our acquisitionsdoffiscal year ended May 31, 2015:

Restricted Stocl-Based Awards Outstanding
Weighted Average

Number of Grant Date

(in millions, except fair value) Shares Fair Value
Balance, May 31, 201 1 $ 35.2¢
Grantec 28 $ 40.7:
Cancelec (1) $ 39.52
Balance, May 31, 201 28 $ 40.6:

The total grant date fair value of restricted stbalsed awards that vested in fiscal 2015 was $#2BmiAs of May 31, 2015, total
unrecognized stock compensation expense relatednevested restricted stotlased awards was $774 million and is expected tedmgnize
over the remaining weighted-average vesting pesfdi22 years.

In fiscal 2015, 3 million PSUs were granted whigstwupon the attainment of certain performanceiosesind service-based vesting. Based
upon actual attainment relative to the “target’fpenance metric, certain participants have theitgtitb be issued up to 150% of the target
number of PSUs originally granted, or to be issoedPSUs at all. As of May 31, 2015, no PSUs hatkdeand 3 million remained outstandii
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StockBased Compensation Expense and Valuation of Steckrds

We estimated the fair values of our stock optiosiagithe Black-Scholes-Merton option-pricing moaehjch was developed for use in
estimating the fair values of stock options. Optiatuation models, including the Black-Scholes-Marbptionpricing model, require the inp
of assumptions, including stock price volatilityha@hges in the input assumptions can materiallychffes fair value estimates and ultimately
how much we recognize as stock-based compensatimmse. The fair values of our stock options wstemated at the grant dates or at the
acquisition dates for options assumed in a busio@sbination. The weighted average input assumgtised and resulting fair values of our
stock options were as follows for fiscal 2015, 2@l 2013:

Year Ended May 31,

2015 2014 2013
Expected life (in years) 5.1 4.9 5.C
Risk-free interest rat 1.7% 1.3% 0.7%
Volatility 23% 27% 31%
Dividend yield 1.2% 1.5% 0.8%
Weightec-average fair value per she $ 9.62 $ 7.4i $ 7.9¢

The expected life input is based on historical eiserpatterns and post-vesting termination behatherrisk-free interest rate input is based or
U.S. Treasury instruments, the annualized dividgaltl input is based on the per share dividendated by our Board of Directors and the
volatility input is calculated based on the impligaatility of our publicly traded options.

We estimated the fair values of our restrictedlstosed awards that are solely subject to senasedb vesting requirements based upon their
intrinsic values as of the grant dates.

The fair values of our PSUs were also measureueatintrinsic values as of their respective grdaties. The vesting conditions and related
terms of our PSUs were communicated to each paatioig employee as of their respective grant datelsincluded attainment metrics that
were defined, fixed, and based upon consistent GAAP metrics or internal metrics that are definfidded and consistently determined, and
that require the employee to render service. Thesethese awards meet the performance-based alaasification criteria as defined within
ASC 718.

Stock-based compensation is included in the follmwperating expense line items in our consolidatatements of operations:
Year Ended May 31,

(in millions) 2015 2014 2013
Sales and marketir $ 18C $ 16t $ 137
Cloud software as a service and platform as ace 10 8 1C
Cloud infrastructure as a servi 5 4 8
Software license updates and product sug 21 22 2C
Hardware systems produ 6 5 3
Hardware systems supp 6 6 5
Services 30 29 23
Research and developmt 522 38t 352
General and administrati 14¢ 171 164
Acquisition related and oth 5 10 33
Total stocl-based compensatic 93: 80t 75&
Estimated income tax benefit included in provisionincome taxe: (299 (260) 245
Total stocl-based compensation, net of estimated income taefit $ 63¢ $ 54t $ 51z
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Tax Benefits from Exercise of Stock Options andtWesof Restricted StocBased Awards

Total cash received as a result of option exeraisesapproximately $1.7 billion, $2.0 billion andl.4 billion for fiscal 2015, 2014 and 2013,
respectively. The aggregate intrinsic value of amtiexercised and vesting of restricted stock-basedds was $1.3 billion, $1.5 billion and
$1.3 hillion for fiscal 2015, 2014 and 2013, regpety. In connection with these exercises andimgstf restricted stock-based awards, the ta
benefits realized by us were $396 million, $480lionl and $410 million for fiscal 2015, 2014 and 20fespectively. Of the total tax benefits
received, we classified excess tax benefits fraraksbased compensation of $244 million, $250 millamd $241 million as cash flows from
financing activities rather than cash flows froneming activities for fiscal 2015, 2014 and 20E3pectively.

Employee Stock Purchase Ple

We have an Employee Stock Purchase Plan (PurctesgtPat allows employees to purchase sharesmframn stock at a price per share that
is 95% of the fair market value of Oracle stoclofithe end of the semi-annual option period. AMal 31, 2015, 57 million shares were
reserved for future issuances under the Purchase Rle issued 3 million shares under the Purchiasei®each of fiscal 2015, fiscal 2014 ¢
fiscal 2013.

Defined Contribution and Other Postretirement Plans

We offer various defined contribution plans for @us. and non-U.S. employees. Total defined coutidn plan expense was $362 million,
$357 million and $353 million for fiscal 2015, 2024d 2013, respectively. The number of plan paxaicis in our benefit plans has generally
increased in recent years primarily as a resudtdafitional eligible employees from our acquisitions

In the United States, regular employees can ppdieiin the Oracle Corporation 401(k) Savings awveéstment Plan (Oracle 401(k) Plan).
Participants can generally contribute up to 40%hefr eligible compensation on a per-pay-periodsas defined by the Oracle 401(k) Plan
document or by the section 402(g) limit as defibgdhe United States Internal Revenue Service (IR& match a portion of employee
contributions, currently 50% up to 6% of comper@atach pay period, subject to maximum aggregatehimg amounts. Our contributions to
the Oracle 401(k) Plan, net of forfeitures, werd4illion, $134 million and $129 million in fisc2015, 2014 and 2013, respectively.

We also offer non-qualified deferred compensatiampto certain key employees whereby they mayrdefmrtion of their annual base and/or
variable compensation until retirement or a datcsgd by the employee in accordance with the ql&referred compensation plan assets ani
liabilities were each approximately $408 millionaidMay 31, 2015 and were each approximately $38lfomas of May 31, 2014 and were
presented in other assets and other non-currdmilitiies in the accompanying consolidated balaroeess.

We sponsor certain defined benefit pension plaasate offered primarily by certain of our foreigubsidiaries. Many of these plans were
assumed through our acquisitions or are requirelddaf regulatory requirements. We may deposit uiod these plans with insurance
companies, third party trustees, or into governmmeamhaged accounts consistent with local regulategquirements, as applicable. Our total
defined benefit plan pension expenses were $6%mil$64 million and $81 million for fiscal 2015024 and 2013, respectively. The aggre
projected benefit obligation and aggregate netlitplffunded status) of our defined benefit plaasof May 31, 2015 was $1.0 billion and $59¢
million, respectively, and as of May 31, 2014 w&853% million and $436 million, respectively.
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15. INCOME TAXES
The following is a geographical breakdown of incdoegore the provision for income taxes:
Year Ended May 31,

(in millions) 2015 2014 2013
Domestic $ 513 $ 5397 $ 6,61«
Foreign 7,69¢ 8,301 7,28¢

Income before provision for income tay $ 1283 $ 13,700 $ 13,89

The provision for income taxes consisted of théofeing:

Year Ended May 31,

(Dollars in millions) 2015 2014 2013
Current provision
Federa $ 2,150 $ 161 $ 1,72
State 31C 337 254
Foreign 981 1,04 1,11¢
Total current provisiol $ 344/ $ 2997 $ 3,09
Deferred benefit
Federa $ (408 $ ©8 $ (@179
State (46) (100 82
Foreign (94) (80) (20)
Total deferred benef $ (548 $ (245 $ (119
Total provision for income taxe $ 289% $ 2,74¢ $ 2,97
Effective income tax rat 22.6% 20.1% 21.4%

The provision for income taxes differed from thecamt computed by applying the federal statutorg tatour income before provision for
income taxes as follows:

Year Ended May 31,

(in millions) 2015 2014 2013
Tax provision at statutory ra $ 4490 $ 479 $ 486!
Foreign earnings at other than United States (1,627 (1,790 (1,637
State tax expense, net of federal ber 17¢€ 154 29¢
Settlements and releases from judicial decisiodsssatute expirations, n (85) (16¥¢) (149
Domestic production activity deductis (18¢) (179 (15%)
Other, ne 12¢ (69) (25%)
Total provision for income taxe $ 2,89 $ 2,74¢ $ 2,97

128



Table of Contents

ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2015

The components of our deferred tax liabilities andets were as follows:

May 31,
(in millions) 2015 2014
Deferred tax liabilities
Unrealized gain on stoc $ (130 $ (130
Acquired intangible asse (1,87¢ (1,809
Unremitted earning (64€) (510
Other (11 —
Total deferred tax liabilitie $ (2,66¢€ $ (2,449
Deferred tax asset
Accruals and allowance $ 421 $ 44C
Employee compensation and bene 1,12: 1,062
Differences in timing of revenue recogniti 33t 21C
Depreciation and amortizatic 15E 243
Tax credit and net operating loss carryforwe 2,64¢ 2,81(
Other — 96
Total deferred tax asse $ 4,68 $ 4,861
Valuation allowanct $ (1,029 $ (1,059
Net deferred tax asse $  99¢ $ 1,364
Recorded as
Current deferred tax asst $ 662 $ 914
Non-current deferred tax asst 79t 837
Current deferred tax liabilities (in other currdiabilities) (85) (129
Non-current deferred tax liabilities (in other r-current liabilities) (380 (25¢)
Net deferred tax asse $  99¢ $ 1,364

We provide for United States income taxes on thdistnibuted earnings and the other outside basipdeary differences of foreign
subsidiaries unless they are considered indefinfihvested outside the United States. At May2R1,5, the amount of temporary differences
related to undistributed earnings and other outisas temporary differences of investments inifprsubsidiaries upon which United States
income taxes have not been provided was approxiynd®8.0 billion and $8.4 billion, respectively.tiiese undistributed earnings were
repatriated to the United States, or if the othdside basis differences were recognized in a taxadnsaction, they would generate foreign
credits that would reduce the federal tax liabitissociated with the foreign dividend or the otheewaxable transaction. At May 31, 2015,
assuming a full utilization of the foreign tax citsdthe potential net deferred tax liability assted with these temporary differences of
undistributed earnings and other outside basis ¢eanp differences would be approximately $11.8dmiland $2.7 billion, respectively.

Our net deferred tax assets were $993 million dnd Billion as of May 31, 2015 and 2014, respetyivé/e believe it is more likely than not
that the net deferred tax assets will be realinatié foreseeable future. Realization of our nétrded tax assets is dependent upon our
generation of sufficient taxable income in futueas in appropriate tax jurisdictions to obtaindderirom the reversal of temporary
differences, net operating loss carryforwards amdctedit carryforwards. The amount of net defeteedassets considered realizable is subjec
to adjustment in future periods if estimates ofifattaxable income change.
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The valuation allowance was $1.0 billion and $1illlo at May 31, 2015 and 2014, respectively. Sabsally all of the valuation allowances
as of May 31, 2015 and 2014 relate to tax asstdbleshed in purchase accounting. Any subsequelnicten of that portion of the valuation
allowance and the recognition of the associatedbéaefits associated with our acquisitions willreeorded to our provision for income taxes
subsequent to our final determination of the vatuaallowance or the conclusion of the measurermeribd (as defined above), whichever
comes first.

At May 31, 2015, we had federal net operating tasyforwards of approximately $958 million. Thdgsses expire in various years between
fiscal 2016 and fiscal 2034, and are subject t@ditions on their utilization. We had state netmagpiag loss carryforwards of approximately
$2.9 billion at May 31, 2015, which expire betwdiscal 2016 and fiscal 2034, and are subject t@ditions on their utilization. We had total
foreign net operating loss carryforwards of appmadely $1.6 billion at May 31, 2015, which are |dbjto limitations on their utilization.
Approximately $1.4 billion of these foreign net oping losses are not currently subject to exmratiates. The remainder of the foreign net
operating losses, approximately $216 million, egietween fiscal 2016 and fiscal 2035. We had teditcarryforwards of approximately
$904 million at May 31, 2015, which are subjeclitmtations on their utilization. Approximately $37nillion of these tax credit carryforwards
are not currently subject to expiration dates. fémainder of the tax credit carryforwards, appraatiefy $331 million, expire in various years
between fiscal 2016 and fiscal 2034.

We classify our unrecognized tax benefits as eitierent or non-current income taxes payable iratewmpanying consolidated balance
sheets. The aggregate changes in the balance gf@es unrecognized tax benefits, including actjaiss, were as follows:

Year Ended May 31,

(in millions) 2015 2014 2013
Gross unrecognized tax benefits as of Ju $ 3,83 $ 3,601 $ 3,27¢
Increases related to tax positions from prior fisesrs 11¢ 94 27¢
Decreases related to tax positions from prior figears a7 (11€) (22%)
Increases related to tax positions taken duringeoctifiscal yea 31¢€ 307 312
Settlements with tax authoritir (30) () (72)
Lapses of statutes of limitatic (549) (53 (72)
Cumulative translation adjustments and other (139 7 1
Total gross unrecognized tax benefits as of Ma $ 403 $ 3,83 $ 3,60

As of May 31, 2015, 2014 and 2013, $2.8 billion,@8gillion and $3.6 billion, respectively, of unmemized benefits would affect our effective
tax rate if recognized. We recognized interestgemhlties related to uncertain tax positions inprowrision for income taxes line of our
consolidated statements of operations of $102onill$24 million and $31 million during fiscal 201H)14 and 2013, respectively. Interest anc
penalties accrued as of May 31, 2015 and 2014 $/&6 million and $693 million, respectively.

Domestically, U.S. federal and state taxing authlesriare currently examining income tax return®wdcle and various acquired entities for
years through fiscal 2013. Many issues are at sarexkd stage in the examination process, the rmgrsfisant of which include th

deductibility of certain royalty payments, trangfeicing, extraterritorial income exemptions, dotieproduction activity, foreign tax credits,
and research and development credits taken. Gibges are related to years with expiring statutésigation. With all of these domestic au
issues considered in the aggregate, we believastreasonably possible that, as of May 31, 20E5gtbss unrecognized tax benefits related t
these audits could decrease (whether by payméedse or a combination of both) in the next 12 theby as much as $426 million ($358
million net of offsetting tax benefits). Our U.®deral and, with some exceptions, our state indameeturns have been examined for all year:
prior to fiscal 2003 and we are no longer subjecudit for those periods.
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Internationally, tax authorities for numerous norslurisdictions are also examining returns affecbur unrecognized tax benefits. We
believe it was reasonably possible that, as of Blgy2015, the gross unrecognized tax benefits dodetrease (whether by payment, releas
a combination of both) by as much as $172 milli®86 million net of offsetting tax benefits) in thext 12 months, related primarily to trans
pricing. Other issues are related to years withragxpstatutes of limitation. With some exceptiong are generally no longer subject to tax
examinations in non-U.S. jurisdictions for year®pto fiscal 1997.

We believe that we have adequately provided und8r GAAP for outcomes related to our tax auditswileer, there can be no assurances as
to the possible outcomes or any attendant finasté@ément effect thereof.

16. SEGMENT INFORMATION

ASC 280,Segment Reportingestablishes standards for reporting informatiooua operating segments. Operating segments areededs
components of an enterprise about which separsedial information is available that is evaluategularly by the chief operating decision
maker, or decision making group, in deciding howaltocate resources and in assessing performanoechief operating decision makers are
our Chief Executive Officers. We are organized gapbically and by line of business. While our Chigecutive Officers evaluate results in a
number of different ways, the line of business ngamaent structure is the primary basis for whichathecation of resources and financial
results are assessed.

We have three businesses—software and cloud, heedsyatems and services—which are further dividéal ¢ertain operating segments. Our
software and cloud business is comprised of thpegating segments: (1) new software licenses anticdoftware subscriptions, which
includes our cloud SaaS and PaaS offerings, (2)dalofrastructure as a service and (3) softwaenke updates and product support. Our
hardware systems business is comprised of two tpgrsegments: (1) hardware systems products gritafAware systems support. All other
operating segments are combined under our servicgRess.

Our new software licenses and cloud software sigigmms line of business markets, sells and detiver application and platform
technologies, including our SaaS and PaaS offefmgsSaaS and PaaS offerings are collectivelymedeto as cloud software subscriptions),
which provide customers a choice of software apgiims and platforms that are delivered via a clbased IT environment that we host,
manage and support, and the licensing of our sodétweoducts including Oracle Applications, Orackt@base, Oracle Fusion Middleware and
Java, among others.

The cloud infrastructure as a service line of besénprovides comprehensive software and hardwamageaent and maintenance services fo
customer IT infrastructure for a fee for a statunt that is hosted at our Oracle data center fiesi|iselect partner data centers or physically o
premises at customer facilities; deployment andagament offerings for our software and hardwarerataded IT infrastructure including
virtual machine instances that are subscriptioreté@nd designed for computing and reliable andreeahject storage; and certain of our
Oracle Engineered Systems and related supporirgfethat are deployed in our customers’ data ceifice a monthly fee.

The software license updates and product suppariof business provides customers with rights fiwswoe product upgrades and maintenanc
releases, patches released, internet access todaictontent, as well as internet and telephoesscto technical support personnel during the
support period.

The hardware systems products line of businessgeeracle Engineered Systems, servers, storageorking, industry specific hardware,
virtualization software, operating systems inclggihe Oracle Solaris Operating System and managesnéiware to support diverse IT
environments, including cloud computing environnsent

Our hardware systems support line of business gesviustomers with software updates for the sofwamponents that are essential to the
functionality of our hardware products, such asol@r&olaris and certain other software productd,cm include product repairs, maintenance
services and technical support services.
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Our services business is comprised of the remaiofdeur operating segments and offers consultidgaaced customer support services and
education services. Our consulting line of busin@srarily provides services to customers in buséinend IT strategy alignment, enterprise
architecture planning and design, initial produepiementation and integration and ongoing prodobaacements and upgrades. Advanced
customer support provides support services, bothremises and remote, to our customers to enatieased performance and higher
availability of their products and services. Edigraservices provide training to customers, pagi@erd employees as a part of our mission of
accelerating the adoption and use of our softwadeh@rdware products and to create opportunitiggde our product revenues.

We do not track our assets by operating segmentsségjuently, it is not practical to show assetefigrating segment.
The following table presents summary results faheaf our three businesses and for the operatiggsets of our software and cloud and
hardware systems businesses:

Year Ended May 31,

(in millions) 2015 2014 2013
New software licenses and cloud software subsoript
Revenue(!) $ 10,02  $10,54.  $ 10,35(
Cloud software as a service and platform as aseexpense 74z 437 313
Sales and distribution expens 5,812 5,66¢ 5,227
Margin () $ 3471 $ 443 $ 481
Cloud infrastructure as a servit
Revenue: $ 60¢ $ 45¢ $ 457
Cloud infrastructure as a service exper 32¢ 304 29¢
Sales and distribution expens 89 61 61
Margin @) $ 19C $ 91 $ 10C
Software license updates and product sup|
Revenued!) $ 18,85t  $ 18,20¢  $ 17,15¢
Software license updates and product support erg 1,13( 1,111 1,12(
Margin @) $17,72¢  $17,09¢  $ 16,03¢
Total software and cloud busine
Revenued!) $ 29,490  $29200 $ 27,96
Expense: 8,10z 7,57¢ 7,015
Margin @) $ 21,38  $21,62¢ $ 20,94¢
Hardware systems produc
Revenue: $ 2,82 $ 2,97¢ $ 3,03
Hardware systems products exper 1,46t 1,51¢ 1,49¢
Sales and distribution expens 864 94C 88t
Margin @ $ 49 $ 520 $ 65C
Hardware systems suppc
Revenued?) $ 2,38 $ 2400 $ 232
Hardware systems support exper 783 80z 857
Margin @ $ 1,600 $ 1,608 $ 1,47C
Total hardware systems busine
Revenue{1) $ 520¢ $ 538 $ 5360
Expense: 3,112 3,25¢ 3,24(
Margin @ $ 2091 $ 2128 $ 2,12
Total services busines
Revenued?) $ 355: $ 3716 $ 3,93
Services expenst 2,81¢ 2,822 3,051
Margin @ $ 73 $ 894 $ 87¢
Totals:
Revenued{1) $38,25!  $3830¢ $ 37,25
Expense: 14,03: 13,65¢ 13,30¢
Margin @ $ 2422. $ 2464 $ 23,94

132



Table of Contents

ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
May 31, 2015

(1) New software licenses and cloud software subsoriptievenues for management reporting includechtsgrelated to cloud SaaS and PaaS contractwdinit have otherwise be
recorded by the acquired businesses as indepeanities but were not recognized in the accompangonsolidated statements of operations in the amsaf $12 million, $17 millio
and $45 million for fiscal 2015, 2014 and 2013 pesgively. Software license updates and produgpesrpevenues for management reporting includedmaes related to software
support contracts that would have otherwise beeorded by the acquired businesses as independirgshut were not recognized in the accompangmgsolidated statements of
operations in the amounts of $11 million, $3 milliand $14 million for fiscal 2015, 2014 and 20¥%pectively. In addition, we did not recognize fark systems support revenues
related to hardware systems support contractswhald have otherwise been recorded by the acqbiusthesses as independent entities in the amotifitsraillion, $11 million and
$14 million for fiscal 2015, 2014 and 2013, respaty. See Note 10 for an explanation of these stdjents and the table below for a reconciliationwftotal operating segment

revenues to our total revenues. Our new softwaentie and services revenues for management repatsio differ from amounts reported per our comnfstéd statements of operations

for the periods presented due to certain insigaificeclassifications between these lines for mamagt reporting purpose

(@ The margins reported reflect only the direct oolfable costs of each line of business and ddnbide allocations of product development, marigeind partner programs, and
corporate, general and administrative and inforomatechnology expenses. Additionally, the margeported do not reflect amortization of intangitdsets, acquisition related and
other expenses, restructuring expenses, -based compensation, interest expense or certaén ioifome (expense), ni

The following table reconciles total operating segtirevenues to total revenues as well as totahtipg segment margin to income before
provision for income taxes:

Year Ended May 31,

(in millions) 2015 2014 2013
Total revenues for operating segme $ 38,25 $ 38,30¢ $ 37,25!
Cloud software as a service and platform as acereivenue® (12 ()] (45)
Software license updates and product support reas®) (12) (©)] (14)
Hardware systems support reven®) (4) (172) (14)
Total revenue: $ 38,22¢ $ 38,27¢ $ 37,18(
Total margin for operating segmel $ 24,227 $ 24,647 $ 23,94t
Cloud software as a service and platform as acereivenue® (12 (17) (45)
Software license updates and product support reas®) (11) ©)] ()]
Hardware systems support reven®) 4 (12) (14)
Product developmel (4,812 (4,590 (4,327
Marketing and partner program expen (520 (569 (597
Corporate, general and administrative and inforomatiechnology expens (1,496 (1,389 (1,427
Amortization of intangible asse (2,149 (2,300 (2,38%)
Acquisition related and oth (217) (47) 604
Restructuring (207) (189 (352
Stoclk-based compensatic (92¢) (795) (722)
Interest expens (1,149 (919 (797)
Non-operating income (expense), | 10€ (147 11
Income before provision for income tay $ 1283 $ 13,700 $ 13,89

@) New software licenses and cloud software subsoriptievenues, software license updates and predppbrt revenues and hardware systems supportueséor manageme
reporting included revenues that would have otheswieen recorded by our acquired businesses geimdfent entities but were not recognized in thempanying consolidated
statements of operations for the periods presehtedo business combination accounting requiremBafer to footnote one to our business and opgyaggments summary results
table above in this Note 16 for additional inforioat
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Geographic Information

Disclosed in the table below is geographic infoinrafor each country that comprised greater thaeetipercent of our total revenues for an
fiscal 2015, 2014 or 2013.

As of and for the Year Ended May 31

2015 2014 2013

Long Lived Long Lived Long Lived

(in millions) Revenues Assetsd) Revenues Assets(t) Revenues Assets(t
United State: $17,328 $ 3,347 $16,80¢ $ 299 $ 16,000 $ 2,921
United Kingdom 2,38¢ 30¢ 2,30¢ 23€ 2,16¢ 203
Germany 1,46¢ 33 1,48: 35 1,30¢ 44
Japar 1,43: 33¢ 1,55¢ 414 1,77(C 42¢€
Canads 1,28¢ 58 1,19(C 31 1,232 34
France 1,04¢ 33 1,14¢ 28 1,05¢ 17
Other countrie: 13,28¢ 1,007 13,77¢ 87¢ 13,64¢ 86¢
Total $ 3822« $ 511¢ $3827F $ 461¢ $ 37,18 $ 451

@) Long-lived assets exclude goodwill, intangible assegsitg investments and deferred taxes, which aretotated to specific geographic locations as itvipracticable to do s

17. EARNINGS PER SHARE

Basic earnings per share is computed by dividingnu@me 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 weighted average number of common
shares outstanding during the period, plus theiddweffect of outstanding stock options, restrcstock-based awards and shares issuable
under the employee stock purchase plan using ¢lasury stock method. The following table sets fimthcomputation of basic and diluted
earnings per share:

Year Ended May 31,

(in millions, except per share data 2015 2014 2013
Net income $ 9,93¢ $ 10,95! $ 10,92!
Weighted average common shares outstan 4,40¢ 4,52¢ 4,76¢
Dilutive effect of employee stock pla 99 76 75
Dilutive weighted average common shares outstar 4,50: 4,60¢ 4,84«
Basic earnings per she $ 2.2¢ $ 2.4z $ 2.2¢
Diluted earnings per sha $ 2.21 $ 2.3¢ $ 2.2¢
Shares subject to anti-dilutive stock options aglricted stock-based awards excluded from

calculation® 37 76 20¢

(@) These weighted shares relate to anti-dilutivelstiptions and restricted stoblased awards as calculated using the treasury stettlod and could be dilutive in the future. Se¢eNat
for information regarding the exercise prices of outstanding, unexercised optio

18. LEGAL PROCEEDINGS
Hewlett-Packard Company Litigation

On June 15, 2011, Hewlett-Packard Company (“HR&gfa complaint in the California Superior Couru@ity of Santa Clara against Oracle
Corporation alleging numerous causes of actiorutioly breach of contract,
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breach of the covenant of good faith and fair aegldefamation, intentional interference with pextjive economic advantage, and violatiol
the California Unfair Business Practices Act. Thenplaint alleged that when Oracle announced on Magcand 23, 2011 that it would no
longer develop future versions of its softwareun on HP’s Itanium-based servers, it breachedteeseint agreement signed on September 2
2010 between HP and Mark Hurd (the “Hurd Settlenfggreement”), who was both HP’s former chief examubfficer and chairman of HP’s
board of directors. HP sought a judicial declaratbthe parties’ rights and obligations underlthed Settlement Agreement, and other
equitable and monetary relief.

Oracle answered the complaint and filed a crossptaimt, which was amended on December 2, 2011 ahtended cross-complaint alleged
claims including violation of the Lanham Act. Oracllleged that HP had secretly agreed to pay fotebntinue to develop and manufacture
Itanium microprocessor, and had misrepresentedgtomers that the Itanium microprocessor had atoagmap, among other claims. Oracle
sought equitable rescission of the Hurd Settlemgnéement, and other equitable and monetary relief.

The court bifurcated the trial and tried HP’s causkaction for declaratory relief and promissosyoppel without a jury in June 2012. The
court issued a final statement of decision on Atg8s2012, finding that the Hurd Settlement Agreatrequired Oracle to continue to
develop certain of its software products for uséHétis Itanium-based servers and to port such prsdatano cost to HP for as long as HP sells
those servers. Oracle has announced that it isaipgehis decision. The issues of breach, HP'$égoerance, causation and damages, HP's tol
claims, and Oracle’s cross-claims will all be trieefore a jury. As of April 8, 2013, the trial imged pending Oracle’s appeal of the court’s
denial of its anti-SLAPP motion, which is fully bfed, although oral argument has not yet been sidéedWe cannot currently estimate a
reasonably possible range of loss for this actiga.believe that we have meritorious defenses agiissaction, and we will continue to
vigorously defend it.

SAP Intellectual Property Litigation

On March 22, 2007, Oracle Corporation, Oracle UB&, and Oracle International Corporation (colleely, Oracle) filed a complaint in the
United States District Court for the Northern Ditiof California against SAP AG, its wholly-ownedbsidiary, SAP America, Inc., and its
wholly-owned subsidiary, TomorrowNow, Inc., (the B&ubsidiary, and collectively, the SAP Defendaali€ging that SAP unlawfully
accessed Oracle’s Customer Connection support teedosil improperly took and used Oracle’s intellacproperty.

After lengthy judicial proceedings, including ayurerdict in Oracle’s favor, on August 2, 2012, €esand the SAP Defendants stipulated to a
judgment of $306 million against the SAP Defendaws recorded a $306 million receivable in our aidated balance sheet and
recognized a corresponding benefit to our restltperations for the first quarter of fiscal 2023ter further proceedings, including an appeal
on November 14, 2014, final judgment was enterddracle’s favor in the amount of $356.7 million plpost-judgment interest of
approximately $2.5 million. During the second geadf fiscal 2015, Oracle received the total payhoémpproximately $359.2 million, of
which $306 million was applied against the receleabcorded in the first quarter of fiscal 2013 éimel excess of $53 million was recorded
benefit to our results of operations. This act®naw concluded.

Other Litigation

We are party to various other legal proceedingscaichs, either asserted or unasserted, which arige ordinary course of business,
including proceedings and claims that relate taiaitipns we have completed or to companies we lageired or are attempting to acquire.
While the outcome of these matters cannot be pietiiwith certainty, we do not believe that the oute of any of these matters, individually
or in the aggregate, will result in losses thatraegerially in excess of amounts already recognidezhy.

135



Table of Contents

SCHEDULE Il
ORACLE CORPORATION
VALUATION AND QUALIFYING ACCOUNTS
Additions Translation
Charged to Adjustments
Beginnning Operations or and Ending
(in millions) Balance Other Accounts Write -offs Other Balance
Allowances for Doubtful Trade Receivab
Year Ended
May 31, 201% $ 328 $ 11¢€ $ (167) $ 22 $ 29€
May 31, 201< $ 29€ $ 122 $ (120 $ 8 $ 30€
May 31, 201F $ 30€ $ 56 $ (86) $ 9 $ 28¢
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