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Preferred Stock Purchase Rights
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10-K or any amendment to this Form 10-K. [_]
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Forward-Looking Statements

In addition to historical information, this Annuakport contains forward- looking statements. THesgard-looking statements are subject to
certain risks and uncertainties that could cautgaheesults to differ materially from those refied in these forward-looking statements.
Factors that might cause such a difference inclodeare not limited to, those discussed in théigeentitied "Management's Discussion and
Analysis of Financial Position and Results of Ofiers--Factors That May Affect Future Results anarkét Price of Stock." Readers are
cautioned not to place undue reliance on thesed@woking statements, which reflect management'siopsmonly as of the date hereof.
Company undertakes no obligation to revise or plibtelease the results of any revision to thesedod-looking statements. Readers should
carefully review the risk factors described in atlecuments the Company files from time to timenwtite Securities and Exchange
Commission, including the Quarterly Reports on FAG¥Q to be filed by the Company in fiscal year 200

PART |
Iltem 1. Business
General

Oracle Corporation ("Oracle" or the "Company")is tvorld's leading supplier of software for infotioa management. The Company
develops, manufactures, markets and distributepuatensoftware that helps corporations manage emd their businesses. The Company's
software products can be categorized into two bevads: systems software and business applicatdtveare. Systems software is a
complete Internet platform for developing and dgjlg applications on the Internet and on corpoiiianets. Systems software products
include database management software, applicatimessoftware and development tools that allowsigecreate, retrieve and modify the
various types of data stored in a computer sysBarainess applications software, which can be aedesith a standard web browser on any
client computer, automates the performance of legsiprocesses for customer relationship managesupnly chain management, financial
management, project management and human resoare@gement. The Company's software runs on a bawaye rof computers, including
mainframes, minicomputers, workstations, persooaiuters, laptop computers and information appéar(such as hand-held devices and
mobile phones) and is supported on more than 8&rdiit operating systems, including UNIX, WindoWgindows NT, OS/390 and Linux.
addition to computer software products, the Compafers its customers a range of consulting, edocatnd support services. The Company
also offers its business applications as an osi@meice to customers who choose not to install then applications. This online service
delivers business applications over a network ¢hatbe accessed with any standard web browser.

The Company was incorporated in 1986 as a Delaw@moration and is the successor to operationsnatig begun in June 1977. Unless the
context otherwise requires, the "Company" or "Qrackfers to Oracle Corporation, its predecessdri@subsidiaries. The Company's
principal executive offices are located at 500 @r&arkway, Redwood City, California. The Companglephone number is 650-506-7000.
The Company maintains a web site at www.oracle.ddm.information posted on the Company's web sitet incorporated into this Annt
Report.

Product Development Architecture
Oracle Internet Platform

Oracle's product development platform is basedmoimirnet architecture. The Internet architectsr®omprised of data servers, application
servers and client computers or devices runninglalvowser. Internet computing centralizes busiitdesmation and applications, allowing
them to be managed easily and efficiently fromraraé location. End users are provided with reatclyeas to the most current business data
and applications through a standard web browseaabaae servers manage all business informatiorhe whi
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application servers run all business applicatidim@se servers are managed by professional infam#gthnology managers. By contrast, the
traditional client/server computing architecturguiees that each client computer run and managitsapplications and also be updated
every time an application changes. The Compangbedi that the design of its software for Interrehputing not only improves network
performance and data quality, but also helps orgdioins to decrease installation, maintenance raming costs associated with information
technology.

Electronic Business

The Company believes that electronic commercedgishange of goods and/or services electronicakky the Internet) is revolutionizing the
way business is conducted today. Electronic comenpravides a relatively low-cost means of autongatire supply chain, expanding global
markets, increasing efficiencies and improving codr service. The Company believes that, as orgtois transform the way their
employees work, communicate, share knowledge alivedealue, they will need to develop and deploternet- based business and
commerce applications in order to remain competitiv

Research & Development

The Company continually enhances its existing pctsland develops new products to meet changingmastrequirements. Research and
development expenditures was 10% of total reveirufiscal years 2001, 2000 and 1999. As a percentdigjicense revenues, research and
development expenditures were 25%, 23% and 23%sdalfyears 2001, 2000 and 1999, respectively.

Major Product Families
Oracle Database

The Oracle relational database management sysi@BMS"), the key component of Oracle's Internetfplath, enables storing, manipulating
and retrieving relational, object-relational, mudimensional and other types of data. In March 1988 Company introduced Oracle8i, a
database specifically designed as the foundatiomfernet development and deployment. The Oradagibase extended Oracle's technc

in the areas of data management, transaction mingeand data warehousing. Built directly inside ttatabase, Internet features such as Jave
Server, Internet File System, Internet Directongetnet Security and Intermedia allow companidsuitd Internet applications that lower
costs, enhance customer and supplier interactidrpesvide global information access over differemnputer architectures and across the
enterprise.

In June 2001, the Company introduced Oracle9i, whies been designed to run any packaged applicattbrunlimited scalability and
reliability across multiple computers clusteredetbgr. The Oracle database with Real Applicatiarstérs acts as a single database in a
cluster, and does not require the data to be sigboa multiple computers. Customers can simplyahdputers to the cluster, and the
database software transparently adapts to uttigenew computing resources, significantly improvapgplication scalability and availability
without having to modify their applications. Custars can achieve significant cost savings by scalpngnd eliminating duplicate fail over
servers, and by using low-cost hardware as thes lodshe cluster, instead of expensive mainframmemgders.

In addition to Oracle9i Real Application Clustettse Oracle9i version of the database contains 490faatures, which make it even easiel
customers to build, deploy and manage Internetieains at lower costs. The new key features @fc@®i include improved database
availability, functionality, enhanced security chjfities, and a more complete and integrated itfugsure for building business intelligence
applications.

Oracle Internet Application Server

In June 2000, the Company introduced Oracle Intekpelication Server Version 8i, which is an op@fteare platform for developing,
deploying and managing distributed internet sofenaoplication programs. Oracle
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Internet Application Server 8i provides the infrasture necessary to run Internet computing apidioa and enables customers to build and
deploy portals, transactional applications andress intelligence facilities with a single product.

In October 2000, the Company introduced Oracle3lisption Server ("Oracle 9iAS,") an open softwplatform based on industry
standards, which makes it easier for developebsiild internet web sites and applications. OrathSSsupports a range of development
languages and tools, including the latest J2EEn&ogies, enabling developers to quickly develog deploy either simple intranet web sites
or complex internet portals. In addition, Oracl&Siincludes new caching technology, which draméidacreases application performance
and scalability. As a result of high performancd analability, Oracle 9iAS enables customers tdcheostly hardware or software
infrastructure upgrades.

Oracle 9iAS Portal includes portal technology, whétlows personalized portal sites to be rapidlyetigped and deployed, all with single s
on and security. Portal sites are assembled usirttets. Portlets are reusable interface comporteatgprovide access to Web-based
resources such as applications, business intetl@yegports, syndicated content feeds, hosted safteeavices or other resources. With the
Oracle9iAS Wireless Option, portal sites can be ena¢hilable to any wireless device. As a resulifamers can increase operational
efficiencies by enabling customers, employees ppkers to access Internet applications using wa®ldevices.

Internet Developer Suite

The Company's Oracle Internet Developer Suite (€@riDS") is a complete and integrated suite ofali@wment tools for rapidly developing
internet database applications and Web Servicelf. @uinternet standards such as Java, XML, CORBA HTML, Oracle IDS contains
application development tools and business-intetigg tools.

Oracle IDS includes Oracle Designer, which allowsealopers to model business processes and to atitallyagenerate enterprise database
applications. IDS also contains Oracle Forms Dep@lpowhich is a development tool for building datséy applications that can be deployed
unchanged, in both Internet and client/server basedtonments. For Java programmers, Oracle JDpeelarovides a complete Java
development tool suite for building enterprise &gilons for use on the Internet.

Oracle Business Intelligence Tools are designeth®internet and provide a comprehensive andriated suite of products that enable
companies to address the full range of user reapgings for information publishing, data exploratiadyanced analysis and data mining.

Business Applications

Oracle E-Business Suite Release 11i is a fullyirstted and internet-enabled set of Customer Rekttip Management ("CRM") and
Enterprise Resource Planning ("ERP") software appbns for the enterprise. Oracle is the only canypto offer a fully integrated suite of
business applications. The Oracle E-Business Switich is also available on a component basis,igesvintegrated enterprise information
that enables companies to manage the entire bssigete on a global basis and to solve end to @sthbss problems. The OracleBHsines:
Suite offers business flow applications, enabliompanies to automate discrete business flows siphogurement to payment or order to
cash. The applications combine business functignaith innovative technologies, such as workflondaselfservice applications, and ena
customers to lower the cost of their business djperaby providing their customers, suppliers anghlyees with self-service access to both
transaction processing and selected business iafmmusing the Internet platform. Self-service laggtions automate a variety of business
functions such as customer service and supportupement, expense reporting and reimbursementOFaele E-Business Suite can help
companies automate and improve business processesated with Marketing, Sales, Service, Contr&upply Chain Management,
Financial Management, Human Resource Managemer®iaject Management.
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Available in approximately 30 languages and ovempitforms, Oracle's E- Business Suite applicatiaiiow companies to operate in
multiple currencies and languages, to support Ibaainess practices and legal requirements andrtdlé business-critical operations across
borders.

Services
Consulting

In most of Oracle's sales offices around the wdHd,Company has trained personnel who offer ctinguservices. Consultants supplement
the Company's product offerings by providing sesito assist customers in the use of its technaaogyin the implementation of
applications based on the Company's products. Qtonsrevenues represented approximately 20%, 228624 % of total revenues in fiscal
2001, 2000 and 1999, respectively.

Support

The Company offers a wide range of support sentitasinclude software updates and on-site, telephow Internet access to support
personnel. Telephone support is provided by loffalas, as well as by Oracle's six regional suppertters located around the world. Support
revenues represented approximately 33%, 29% andd®7étal revenues in fiscal 2001, 2000 and 1988pectively.

Education

The Company offers customers both media-basedrestidictor-led training in the use of its produ&iducation revenues represented
approximately 4%, 5% and 5% of total revenuessodi 2001, 2000 and 1999, respectively.

Online Services

Oracle offers an online service that delivers thHBUSiness Suite of applications across a netwankfa server that is hosted in a
professionally managed environment at a remoteaatter. This service includes application managegnuatabase management, system
management and hardware management for the Ord8lesiBess Suite. With a standard web browser anglanketconnection, companies ¢
access Oracle's Internet business applicationsstés significantly lower than a traditional deplogmh

Marketing and Sales
Key Market Segments

In addition to the governmental markets, the Compreas identified two key commercial market segmeuttsre its products are sold: the
enterprise business market and the general busimas®t. The enterprise business market segmelefiised by the Company as those
businesses with total annual revenues of $500anikind above. In the enterprise business marketesgg, the Company believes that the
most important considerations for customers arfopeance, functionality, availability, product ratiility, ease of use, quality of technical
support and total cost of ownership, includingithigal price and deployment costs, as well as amgonaintenance costs. The general
business market segment is defined by the Compatiyoae businesses with total revenues of less&b@ad million. In the general business
market segment, the Company believes that theipeihcompetitive factors are strength in distribatand marketing, brand name
recognition, price/performance characteristicseedaise, ability to link with enterprise systemsl groduct integration. The Company
believes that it competes effectively in each eksdhmarkets, although the competition is intense.
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Sales Distribution Channels

In the United States, the Company markets its prsdand services primarily through its own direades and service organization. Sales and
service groups are based in the Company's headguartRedwood City, California and in field officéhat, as of May 31, 2001, were loca
in approximately 90 metropolitan areas within thateld States.

Outside the United States, the Company markefsdtducts primarily through the sales and servigmoizations of approximately 60
subsidiaries. These subsidiaries license and supggCompany's products in their local countrigsvall as within other foreign countries
where the Company does not operate through a diades subsidiary. The Company also markets itdymts through independent
distributors in international territories not cogdrby its subsidiaries' direct sales organizations.

As of May 31, 2001, in the United States, the Camypamployed 12,673 sales, service and marketindames, while the international sal
service and marketing groups consisted of 17,978l@&yaes.

Revenues from international customers (including @sers and resellers) amounted to approximatety, 48% and 49% of the Company's
total revenues in fiscal 2001, 2000 and 1999, retspdy. See Note 10 of Notes to Consolidated FomdrStatements for a summary of the
Company's operating segments and geographic infmmma

The Company also markets its products through éatichannels. The companies that form the Compamdit®ct channel network are
members of the Oracle Partner Program ("OPP").pEmtners typically combine the Oracle databasejegtjpn development tools and
business applications with computer hardware, soBvapplication packages, or services, for subsegadistribution and/or implementatic

The OPP allows Oracle to pursue new business appties through partners as well as with directeuers. There are various types of
partners participating in the OPP, including,--bat limited to,--consultants, education providénsernet service providers, network
integrators, resellers, independent software vendod system integrators/implementors. Partnerglsanparticipate in the Oracle
Technology Network and the Oracle Applications N&tey which are services specifically designed Far Internet developer and business
applications suite user communities, respectiv@hacle provides the applications, technology, etioeand technical support that enable a
partner to effectively integrate Oracle products iits own business. The combination of the Oragiiform, the Oracle E-Business Suite
and the partner's expertise broadens the Compaxpgésure in new markets, such as Internet-baseatpities.

Competition

The computer software industry is intensely contppetiand rapidly evolving. Historically, the Compalnas competed in various markets
including the database, application developmenrsidmsiness applications and services sectorspfiiheipal software competitors in the
enterprise database management system ("DBMS")atpake are International Business Machines Cofipord'IBM"), Sybase, Inc. and
Informix Corporation (which database business veagmtly acquired by IBM). In the workgroup and par@ DBMS marketplace, the
Company competes with several desktop softwarearsndhcluding Microsoft Corporation. In the datarehousing market, the Company's
Online Analytical Processing products compete witise of Business Objects S.A., Cognos IncorporateldHyperion Solutions
Corporation. In the application server market, cetitprs include IBM and BEA Systems, Inc. In theREBuUsiness applications software
market, competitors include J.D. Edwards, People$uaf. and SAP Aktiengesellschaft. The Companytiooies to compete in these
traditional markets, as well as in some newer ntarkech as CRM, procurement and supply chain ptanmihere competitors include Siebel
Systems, Inc., Ariba, Inc., Commerce One, Inc.i@nbechnologies, Inc.
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Product and Services Revenues

The Company's standard end user license agreeorehief Company's products currently provides foinitral fee to use the product in
perpetuity based on a maximum number of processaasnaximum number of named users. Prior to tlredaction of Oracle9i in June
2001, the Company's standard licensing model wasdan a maximum number of power units (procegsivger of the computers in the
customer's network) or a maximum number of namedsu§he Company also enters into other licenseeagent types, which allow for the
use of the Company's products, usually restrictethé number of employees or the license term. Feeslicenses are recognized as reve
upon shipment, provided that fees are fixed andrdehable, that collection is probable and vengectic evidence exists to determine the
value of any undelivered elements of the arrangénf@es from licenses sold together with consukiekyices are generally recognized upon
shipment provided that the above criteria have lmeet) payment of the license fees is not depengson the performance of the consulting
services and the consulting services are not @asemthe functionality of the licensed softwale.instances where the aforementioned
criteria have not been met, both the license andwtng fees are recognized under the percentbgenapletion method of contract
accounting.

The Company receives sublicense fees from its @egrin the OPP based on the sublicenses grantértifyracle partners. Sublicense fees
typically based on a percentage of the Comparst'ptice and are generally recognized as theyemerted by the partner.

Support revenues consist of two components: (1xigsdfor software products and end user documentatnd (2) technical product support
services that include on-site, telephone or Intesiceess to support personnel. The Company pecbsiical product support services as a
percentage of the license price, while on-site stpgervices are based on the level of supporicEprovided. Software subscription update
rights are also priced as a percentage of thed&ence and can be purchased separately fromitatimoduct support. Most customers
purchase support initially and renew their suppgreements annually. The Company generally bilipstt fees at the beginning of each
support period. Support revenues are recognizedblyabver the contract period.

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

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

Employees

As of May 31, 2001, the Company employed 42,92I¢tfime persons, including 29,422 in sales and sewyi1,230 in marketing, 7,926 in
research and development and 4,349 in generaldmuhstrative positions. Of these employees, 22068 located in the United States and
20,919 were employed in approximately 60 other ties

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



Executive Officers of the Registrant

The executive officers of the Company are as fadlow

Name Office(s)
Lawrence J. Ellison..... Chief Executive Officer an d Chairman of the Board of Directors
Jeffrey O. Henley....... Executive Vice President, Chief Financial Officer and Director
Safra A. Catz........... Executive Vice President
Sergio Giacoletto....... Executive Vice President, Europe, Middle East and Africa
Jay H. Nussbaum......... Executive Vice President, Oracle Services Industries
George J. Roberts....... Executive Vice President, North America Sales
Charles A. Rozwat....... Executive Vice President, Database Server
Edward J. Sanderson..... Executive Vice President, Oracle Product Industries, Consulting
and Latin America Divisio n
Derek H. Williams....... Executive Vice President, Asia Pacific
Ronald A. Wohl.......... Executive Vice President, Applications Development
Daniel Cooperman........ Senior Vice President, Gen eral Counsel and Secretary
Jennifer L. Minton...... Senior Vice President and Corporate Controller

Mr. Ellison, 56, has been Chief Executive Officerce he cadounded the Company in May 1977. Mr. Ellison hasrh€hairman of the Boa
since June 1995 and served as Chairman of the BaandApril 1990 until September 1992. He also selras President of the Company fi
May 1977 to June 1996. Mr. Ellison is co-chairmé&alifornia's Council on Information Technologyelis also a director of Apple
Computer, Inc., a computer company.

Mr. Henley, 56, has been Executive Vice Presidadt@hief Financial Officer of the Company since Btaf991 and has been a Director
since June 1995. Prior to joining Oracle, he seasfixecutive Vice President and Chief Financidilc®f of Pacific Holding Company, a
privately held company with diversified interestsmanufacturing and real estate, from August 1886etruary 1991. Mr. Henley is a
director of Computer Motion, Inc., a medical rotstcompany.

Ms. Catz, 39, has been Executive Vice Presidemténtly responsible for global business practiaes$ Gorporate Development) of the
Company since November 1999 and was a Senior fesident between April 1999 and October 1999. Ragoining Oracle, Ms. Catz was
at Donaldson, Lufkin & Jenrette, a global investirtgenk, where she was a Managing Director from &alyr 1997 to March 1999 and a
Senior Vice President from January 1994 until Falyrd997 and had previously held various investrbanking positions since 1986.

Mr. Giacoletto, 51, has been Executive Vice Pretifier Europe, Middle East and Africa, since Ju@8®and Senior Vice President,
Business Solutions, since November 1998. He was Niesident, Alliances and Technology of the Comfieom March 1997 to November
1998. Before joining Oracle, he was President, AT8dlutions for Europe, since August 1994. Previgusé spent 20 years with Digital
Equipment, Inc. in various positions in marketimgl @ervices at the European level.

Mr. Nussbaum, 57, has been Executive Vice Presi@naicle Service Industries since October 1998S%erdor Vice President and General
Manager of the Company's Federal group since 1P8@r. to joining Oracle, Mr. Nussbaum worked at &eCorporation where he held
various management roles during his twenty-four-yeaure, including President of Integrated Syst@perations. Mr. Nussbaum has served
on several key advisory boards for George Masowéisity, James Madison University and the UnivgrsftMaryland.

Mr. Roberts, 45, has been Executive Vice Presidémitth America Sales since June 1999 and serv&emair Vice President, North
American Sales from July 1998 to May 1999. Mr. Rtdbeerved as Senior Vice President, Business ©filiim March 1998 to June 1998.
He took a leave of absence from July 1997 to MA&98. Mr. Roberts joined Oracle in March 1990 annf June 1990 to June 1997, served
as Group Vice President, Central Commercial Sales.



Mr. Rozwat, 53, has been Executive Vice Presideatabase Server, since November 1999 and serngdrisr Vice President, Database
Server from December 1996 to October 1999. Mr. Rdzgrved as Vice President of Development from V285 to November 1996.

Mr. Sanderson, 52, has been Executive Vice Presi@eacle Product Industries, Consulting and Latinerica Division since June 1999 and

Senior Vice President of Consulting and the Latie&ican Division of the Company from July 1998 tayML999. He served as Senior Vice

President of Americas Consulting for the Compaynfduly 1995 to July 1998. Before joining Oracle, Banderson served as President of
Worldwide Information Services for Unisys Corpooatifrom February 1994 to June 1995. Prior to Unibgsspent 18 years in the consulting
industry at McKinsey & Company and Andersen Comsgl{now Accenture Ltd.).

Mr. Williams, 56, has been Executive Vice Presidésia Pacific Division, since October 2000 andiSeNice President, Asia Pacific from
July 1993 to October 2000. Mr. Williams served ase\President, Asia Pacific, from April 1991 toyd@P93. Mr. Williams joined Oracle U
in October 1988 and served as Regional Directoat&jic Accounts from October 1988 to April 1991.

Mr. Wohl, 40, has been Executive Vice Presidenplisations Development, since November 1999 andesktas Senior Vice President,
Applications Development, from December 1992 todBet 1999. From September 1989 until December 1982\Vohl was Vice President
and Assistant General Manager of the Systems Pr@luvision.

Mr. Cooperman, 50, has been Senior Vice Presi@arieral Counsel and Secretary of the Company &iebriary 1997. Prior to joining
Oracle, Mr. Cooperman had been associated withatihéirm of McCutchen, Doyle, Brown & Enersen sif@etober 1977 and had served
there as a partner since June 1983. From Septel@BBruntil February 1997, Mr. Cooperman was Chiaihe law firm's Business &
Transactions Group and from April 1989 through 8efider 1995, he served as the Managing Partnee ¢athfirm's San Jose Office.

Ms. Minton, 40, has been Senior Vice President@magborate Controller of the Company since April @@hd Vice President and Corporate
Controller since November 1998. From May 1989 to&ber 1998, Ms. Minton held various positions ia€le's finance organization
including Assistant Corporate Controller and wa&ae President of the Company since August 199rRw joining Oracle, Ms. Minton
held various positions in the Audit Division of Arr Andersen LLP, an international public accounfinm since December 1983.

Item 2. Properties

Oracle's properties consist primarily of owned Babed office facilities for sales, research anceliment, consulting and administrative
personnel. The Company's headquarters facilitiasisbof approximately 2.5 million square feet iedwood City, California. The Company
also owns or leases office facilities in variousations in the United States and abroad.

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

Item 3. Legal Proceedings
The material set forth in Footnote 11 of Item 1@(apf this Form 10-K is incorporated herein byereice.
Item 4. Submission of Matters to a Vote of Securityolders

None.



PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

The Company's Common Stock is traded on the Nalsdéqnal Market (symbol:

ORCL) and has been traded on Nasdag since the Ggrapaitial public offering in 1986. According tecords of the Company's transfer
agent, the Company had 24,024 stockholders of deec®of May 31, 2001. However, the majority of sisaare held by brokers and other
institutions on behalf of stockholders in approxieta 2.35 million accounts. The number of totalctmolders is less than 2.35 million due to
stockholders with accounts at more than one brgjieer@he following table sets forth the low and hégite price of the Company's Common
Stock, based on the last sale, in each of the Coyplast eight fiscal quarters.

Low Sale High Sale
Price  Price

Fiscal 2001:
Fourth Quarter......ccocceeveieeceeiiieeeeee $13.25 $21.38
Third QUarter.......cccccoeveveviciiiiieieeees 19.00 34.56
Second QUArer....cccuveeeeevereeeeeeeieiieeeeee 22.31 46.32
First Quarter......cccoovvevvvvciiiiiieeenenees L 36.16 45.47
Fiscal 2000:
Fourth Quarter......ccoccoeevevveeceeiiieeeeee $31.25 $44.22
Third QUarter.....ccccccovvvvvviiiiiiieeee 17.67 37.13
Second QUarer....ccceeeveeveveeeeeeeieeieeeeee 9.42 19.36
First Quarter.......ccccooovvvivcviviieeeeeenees L 6.28 9.94

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

On October 12, 2000, the Company effected a twasfar stock split in the form of a common stock dénd to stockholders of record as of
September 25, 2000. All per share data and nundi€2esmmon shares, where appropriate, have beevartively adjusted to reflect the
stock split.

In the third quarter of fiscal 2001, the Companldsm aggregate of 15,149 shares of Common Stoekdible employees of Oracle EMEA
Limited, an indirect subsidiary of the Company, véte participants in the Oracle Ireland ApprovedfiPEharing Scheme (the "Ireland
APSS") at an aggregate purchase price of approzlyn®280,000. There were no underwriting discomntsommissions. The Ireland APSS
permits an eligible employee to receive sharesah@on Stock in a tax efficient manner as a portibsuch employee's bonus, as well as to
contribute a portion of their base salary towalasgurchase of additional shares in certain cir¢antes. The securities are held in trust for
the employees for a minimum of two years. The shafeCommon Stock were offered and sold in reliampen Section 4(2) of the Securities
Act of 1933, as amended (the "Securities Act"), tredsafe harbor provided by Rule 903 of RegulaBdiiReg. S") under the Securities Act,
to employees of Oracle EMEA Ltd. who are not "UP8rsons" as that term is defined in Reg. S.

Item 6. Selected Financial Data

Year En ded May 31
(in thousands, except = ----------=-m-mmmmemeeee
per share data) 2001 2000 1999 1998 1997
Revenues................ $10,859,672 $10,130,128 $8 ,827,252 $7,143,866 $5,684,336
Operating income........ 3,777,091 3,080,160 1 ,872,881 1,244,200 1,262,985
Net income.............. 2,561,096 6,296,803 1 ,289,758 813,695 821,457
Earnings per share--
basic........ccceeee 0.46 1.11 0.22 0.14 0.14
Earnings per share--
diluted................ 0.44 1.05 0.22 0.14 0.14
Total assets............ 11,030,160 13,076,779 7 ,259,654 5,819,011 4,624,315
Short-term debit......... 2,849 2,691 3,638 2,924 3,361
Long-term debit.......... 300,847 300,770 304,140 304,337 300,836
Stockholders' equity.... 6,277,771 6,461,463 3 ,695,267 2,957,558 2,369,712



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

Total revenues grew 7%, 15% and 24% in fiscal 2@000 and 1999, respectively. The lower overalereie growth rates in both fiscal 2001
and fiscal 2000 as compared to the prior corresipgngeriods, were primarily due to lower serviceganue growth rates than those
experienced in prior years as well as a decreadenrestic license revenues in fiscal 2001 due takveeonomic conditions experienced in
second half of fiscal 2001. Sales and marketingeegps continue to represent a significant portfaperating expenses, constituting 25%,
26% and 30% of revenues in fiscal 2001, 2000 arg® 1&spectively, while cost of services as a peege of total revenues decreased to
26% in fiscal 2001 from 29% in fiscal 2000 and 3BPfiscal 1999. The decline in the sales and mamlgednd cost of services percentages in
fiscal 2001 was primarily the result of controleogpending and productivity improvements whichumsdi headcount and headcount related
expenditures. The Company's investment in researdidevelopment as a percentage of revenues rarftahat 10% in fiscal years 2001,
2000 and 1999. General and administrative expeasaspercentage of revenues were 4% in fiscal 2885% in fiscal 2000 and 1999,
respectively. Overall, operating income as a paeggnof revenues was 35%, 30% and 21%, in fisdal 2000 and 1999, respectively.

Domestic revenues increased 5%, 17% and 27% ial 2891, 2000 and 1999, respectively while intéamat revenues increased 9%, 12%
and 21% in fiscal 2001, 2000 and 1999, respectividig slowdown in the growth in domestic revenunefisical 2001 versus fiscal 2000 was
primarily due to weak economic conditions in thetga States. International revenues were unfavgratbécted during fiscal 2001 and fiscal
2000 as a result of the U.S. dollar strengthengajrest certain major international currencies. Bdiig the effect of currency rate
fluctuations, international revenues grew 19% arib In fiscal 2001 and 2000, respectively over theasponding prior year periods.
Excluding the effect of currency rate fluctuatiotetal revenues grew 11% and 17% in fiscal 200120@0, respectively over the
corresponding prior year periods. Revenues froerimational customers were approximately 49%, 48864896 of revenues in fiscal 2001,
2000 and 1999, respectively. Management expectshtbaCompany's international operations will coné to provide a significant portion of
total revenues. However, international revenuekheiladversely affected if the U.S. dollar contmte strengthen against certain major
international currencies.

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

Revenues
Year end ed May 31,
Percent Percent

(in thousands) 2001 Change 2000 Change 1999
Licenses and other........ $4,706,797 6% $4 446,795 21% $3,688,366
Services.......oooveenn. 6,152,875 8% 5 ,683,333 11% 5,138,886

Total revenues.......... $10,859,672 7% $10 ,130,128 15% $8,827,252
Percent of Revenues:
Licenses and other........ 43% 44% 42%
Services.......cceee..... 57% 56% 58%

Total Revenues 100% 100% 100%

Licenses and Other Revenues: License revenueseyirees earned for granting customers licensesadhe Company's software products.
License and other revenues also include documentegivenues and other miscellaneous revenues. Dotation revenues and other
miscellaneous revenues constituted 3% of totahfieeand other revenues in fiscal 2001, 2000 ané.198ense revenues, excluding other
revenues, grew 6%, 20% and 16% in fiscal 2001, 20@D1999, respectively. Systems software liceegenues, which include
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server and development tools revenues, grew 5%, dr&%d 6% in fiscal 2001, 2000 and 1999, respegtilisiness applications license
revenues grew 11%, 42% and 16% in fiscal 2001, 20@0D1999, respectively. The slowdown in the growtlicense revenues in fiscal 2001
was primarily due to weak economic conditions i@ thhited States that negatively affected demanthfCompany's products. The higher
license revenue growth rate experienced in fisb@b2over fiscal 1999 was primarily due to strondgemand for the Company's business
applications products and the introduction and mgplsitioning of new internet business applicapooducts.

Services Revenues: Services revenues consist pbduponsulting and education services revenueshidomprised 58%, 35% and 7% of
total services revenues, respectively, during fi20@1. Support revenues grew 20% and 27% in fid8@alL and fiscal 2000, respectively. The
decline in the growth in support revenues in fi2@01 was primarily due to a decrease in suppaswels in the United States, which was
partially attributed to the weak economy experiehicefiscal 2001. The support revenue growth rateoontinue to be affected by the ovet
license revenue growth rates. The consulting sesvievenue growth rate declined 4% in both fisé@l1l2and 2000. The decline in the
consulting services revenues experienced in fi38@al is primarily due to a decrease in the demanthkse services as a result of the
following: i) a slowdown in the business applicaomarket,

i) a push towards a partner model, leveragingitparty consulting firms who provide consulting\sees to the Company's customers anc
shorter implementation engagements for Oracle'sngeneration of products. Education revenues dsetkin fiscal 2001 by 11% versus
increases in fiscal 2000 and 1999 by 4% and 12%peaetively. Education revenues have been affegtadeblower business applications
growth rate experienced in fiscal 2001 and willtooue to be affected by the overall mix in the sys$ and applications license revenue
growth rates. The growth in services revenuessicefi2000 over fiscal 1999 was primarily due toramease in support revenues, reflecting
an increase in the overall customer installed base.

Operating Expenses

Year end ed May 31,
Percent Percent

(in thousands) 2001 Change 2000 Change 1999
Sales and marketing....... $2,691,322 3% $2, 616,749 0 % $2,622,379
Cost of services.......... 2,796,040 (5)% 2, 942,679 (4)% 3,064,148
Research and development.. 1,138,591 13% 1, 009,882 20% 841,406
General and

administrative........... 456,628 (5)% 480,658 13 % 426,438
Total operating

expenses............... $7,082,581 $7, 049,968 $6,954,371
Percent of Revenues:
Sales and marketing....... 25% 26% 30%
Cost of services.......... 26% 29% 35%
Research and development.. 10% 10% 10%
General and
administrative........... 4% 5% 5%
Total operating

expenses............... 65% 70% 80%

Total Operating Expenses: Total operating expeimgesased less than 1% in fiscal 2001, 1% in fi2€8I0 and 18% in fiscal 1999 over the
corresponding prior year periods, respectively.rafieg expenses were favorably affected duringafi2001, 2000 and 1999 as a result of the
U.S. dollar strengthening against certain majagrimational currencies. Excluding the effect of enay rate fluctuations, total operating
expenses increased 4% and 3% in fiscal 2001 an@ @&€r the corresponding prior year periods, retbyely.

Sales and Marketing Expenses: The Company contioygace significant emphasis, both domesticatly immternationally, on direct sales
through its own sales force. The Company also nae8 to market its products through indirect chEmr8ales and marketing expenses as a
percentage of both total revenues and license umgedecreased in both fiscal 2001 and fiscal 28ampared to the corresponding prior
year
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periods. As a percentage of license and other tmgrsales and marketing expenses decreased tm3ig#al 2001 from 59% in fiscal 2000
and 71% in 1999. These decreases were primardyectto increased license revenues and productimfiyovements which reduced
headcount and favorably affected headcount relmtpdnditures.

Cost of Services: The cost of providing servicessisis largely of consulting, support and educapiersonnel expenses. As a percentage of
services revenues, cost of services decreased4dmfiscal 2001 from 52% in fiscal 2000 and 60%igtal 1999. The decreases in cost of
services as a percentage of services revenuescal #001 and fiscal 2000 as compared to the quynelng prior year periods were due
primarily to support revenues, which have relagivg@bgher margins, constituting a higher percentaigetal services revenues, improved
consulting utilization rates, increased produdjifficiencies and controls over headcount and teawk related expenditures as the Comy
continued to focus on margin improvement. The disae in cost of services in absolute terms inlfd@@1 and fiscal 2000 over the
corresponding prior year periods were due to a doation of the favorable effect of currency ratectuations, as well as increased
productivity and controls over headcount and heantrelated expenditures in the support, consuliimg education lines of business.

Research and Development Expenses: Research agldpi@ent expenses as a percentage of total reveraresl0% in fiscal 2001, 2000
and 1999. Research and development expenses iedr£3%, 20% and 17% in fiscal 2001, 2000 and 18%gpectively, when compared to
corresponding prior year periods. The higher expgmewth rate each year was due to increases éangs and development headcount and
related headcount expenditures. The Company belignat research and development expenditures seatéd to maintaining its competitive
position and expects these costs to continue tetitote a significant percentage of revenues.

General and Administrative Expenses: General andrastrative expenses as a percentage of reveners4®s in fiscal 2001 and 5% in
fiscal 2000 and 1999. General and administratiygeases decreased in fiscal 2001 by 5% after harngrgased by 13% and 16% in fiscal
2000 and 1999, respectively. The decrease in f2@@l was due to a combination of the favorableatfdf currency rate fluctuations as well
as increased productivity and controls over headicand headcount related expenditures.

Net Investment Gains (Losses) Related To EquityBtées: Net investment losses related to equitpsges for fiscal 2001 were due to t
Company's equity share in the results of non-cadat@d investees and provisions for losses relat@uvestments in other companies,
partially offset by gains realized from sales ofrkediable securities. Net investment gains relateztjuity securities in fiscal 2000 primarily
relate to the gain on sale of marketable secuiiti€3racle Corporation Japan ("Oracle Japan") abdrate Technologies ("Liberate"),
partially offset by the Company's equity sharehia tesults of non-consolidated investees. In A0, the Company sold 8,700,000 shares
in Oracle Japan, resulting in a gain on sale oketable securities in the amount of approximat@b$illion. In February 2000, the
Company sold 4,274,703 shares in Liberate, reguitira gain on sale of marketable securities iratmeunt of approximately $431.8 million.

In January 2001, the Company created an irrevodaigéeto hold all the Company's shares of LiberBtéor to the placement of Liberate
shares into the trust, the Company accountedgantérest in Liberate using the equity methodamioainting. Effective February 1, 2001, the
Company began to account for its ownership intérekiberate as available for sale securities ur@tatement of Financial Accounting
Standards ("SFAS") No. 115, "Accounting for Certainestments in Debt and Equity Securities."

Other Income, Net: Other income, net consists milynaf interest income, interest expense, foreigmency exchange gains and losses, and
the minority interest share in the net profits s&€e Japan. Other income, net increased 99%, 260@% over the corresponding prior year
periods, respectively. The increases in fiscal 28@d fiscal 2000 as compared to the correspondiog year periods were primarily due to
higher interest income as a result of higher avea@gh investment balances, partially offset binerease in the minority interest share in
net profits of Oracle Japan. The higher averagk tagestment balances were
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primarily related to the sale of shares in Oraelgah in April 2000, partially offset by share reghases during fiscal 2001 and 2000.

Provision for Income Taxes: The Company's effectiverates have historically differed from the feadestatutory rate primarily because of
state taxes. See Note 9 of Notes to Consolidategh€ial Statements. The effective tax rates werg98537.8% and 34.9% in fiscal 2001,
2000 and 1999. The provision for income taxesiwal 2000 includes approximately $166.3 milliod &2.5 billion of taxes on the gain on
sale of marketable securities in Liberate and @rdapan, respectively. Excluding these transagttbrseffective tax rate for fiscal 2000
would have been 35.5%.

Quarterly Results of Operations

The Company believes that quarterly revenues apdreses are affected by a number of seasonal fastohsding the Company's sales
compensation plans. The Company believes that $essonal factors are common in the computer sadtimdustry. Such factors historica
have resulted in first quarter revenues in any peang lower than revenues in the immediately mtegmefourth quarter. The Company
expects this trend to repeat in the first quartdiscal 2002. In addition, the Company's Europeparations generally provide lower revenues
in the summer months because of the generally egdlaconomic activity in Europe during the summer.

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

Fiscal 2001 Quarter Ended
(in thousands, except per February
share data) August 31 November 30 28 May 31
Revenues...........cc.c...... $2,261,875 $2,659,54 6 $2,674,367 $3,263,884
Operating income............. $ 658,041 $ 946,00 1 $ 878,123 $1,294,926
Net income.........c......... $ 500,677 $ 622,81 2 $ 582,713 $ 854,894
Earnings per share--basic.... $ 0.09$% 0.1 1% 010% 0.15
Earnings per share--diluted.. $ 0.08$% 0.1 1% 010% 0.15
Shares outstanding--basic.... 5,604,058 5,584,42 8 5,595,808 5,602,590
Shares outstanding--diluted.. 5,932,870 5,874,98 7 5,851,333 5,800,032
Fiscal 2000 Quarter Ended
(in thousands, except per February
share data) August 31 November 30 28 May 31
Revenues...........cc.c...... $1,984,517 $2,321,88 $2,449,418 $3,374,310
Operating income.. $ 345,863 $ 576,06 $ 769,721 $1,388,511
Net income.........c......... $ 236,736 $ 384,48 $ 763,176 $4,912,407

Earnings per share--basic.... $ 0.04$ 0.0
Earnings per share--diluted.. $ 0.04$ 0.0
Shares outstanding--basic.... 5,721,840 5,717,78
Shares outstanding--diluted.. 5,964,804 6,012,60

Liquidity and Capital Resources:

* not meaningful

Fiscal Year Ende

(in thousands) 2001 Change 200
Working capital......... $5,046,531 1% $5,021
Cash and cash

investments............ 5,887,661 (25%) 7,871

Cash provided by

operating activities... 2,179,118 (25%) 2,923
Cash provided by (used

for) investing

activities............. (1,254,705) * 6,893
Cash used for financing
activities............. (3,805,008) (9%) (4,183

13

$ 013% 0.82
5,637,878 5,637,856

3

5

4

7% 014% 0.87

7

0

0 5,996,378 6,009,586

0 Change 1999
,096 109% $2,400,851
,998 180% 2,812,311

,564 62% 1,807,099

057 * (802,244)

236) 763% (484,713)



Excluding the effect of tax payments related toghke of Oracle Japan and Liberate common stoek, Niote 6 to the Consolidated Financial
Statements), working capital increased in fisc&l126ver the corresponding prior year periods, diragrily to improved cash flows from
operations which was partially offset by cash usedhe repurchase of the Company's Common Stodlcash used for other long-term
investing activities.

The decline in cash flows generated from operatiofiiscal 2001, as compared to fiscal 2000, wanarily due to the payment of taxes
related to the gain on sale of marketable secsiiti®Oracle Japan stock. Excluding the effect eféhtax payments, cash provided by
operating activities would have been $4.3 billithe Company generated higher positive cash floars foperations in fiscal 2000 over fiscal
1999 primarily due to improved profitability.

The negative cash flows from investing activitiesidg fiscal 2001 related to cash investment pwseband investments in capital
expenditures, partially offset by maturities oflt@zvestments. The Company expects to continueviest in capital and other assets to
support its growth.

The Company incurred negative cash flows from faiag activities in fiscal 2001, fiscal 2000 andcchs 1999 primarily reflecting Common
Stock repurchases. The Company's Board of Direti@mssapproved a program to repurchase up to 1,08i6i0n shares of Common Stock to
reduce the dilutive effect of the Company's stdekg. Pursuant to this repurchase program, the @oynipas repurchased a total of 1,075.9
million shares for approximately $12.1 billion. addition to the 20.1 million shares available fepurchase, in April 2001, the Board of
Directors authorized an additional $3.0 billion &ock repurchases. In fiscal 2001, 2000 and 19@9Company purchased 141,564,260,
290,741,854 and 218,626,076, shares of the Conmp@uwyhmon Stock, respectively. The amounts paid %41 billion, $5.3 billion and $1
billion, in fiscal 2001, 2000 and 1999, respectvdlhe Company used cash flow from operations amesting activities to repurchase the
Company's Common Stock and to invest in workingtahpnd other assets to support its growth.

The Company, as part of its authorized stock rdpase program, has sold put warrants and purchadlesptions through private placements
with institutional investors. The transactions wexempt under Section 4(2) of the Securities Abe put warrants, if exercised, would ent
the holder to sell one share of Common Stock tadCbmpany at a specified price. Similarly, the ogitions entitle the Company to buy, on a
specified day, one share of the Company's CommackSit a specified price. As of May 31, 2001, tlmrpany had no outstanding put
warrants or call options. During fiscal 2001, then@pany exercised call options for 4,000,000 shares average price of $6.52.

During fiscal 1997, the Company issued $150.0 arilin 6.72% Senior Notes due in the year 2004 disd$ million in 6.91% Senior Notes
due in the year 2007. The Senior Notes are unsggumaeral obligations of the Company that rank axityp with all other unsecured and
unsubordinated indebtedness of the Company thatmaptstanding. At May 31, 2001, the Company ks other outstanding debt of
approximately $3.7 million primarily in the form other notes payable and capital leases.

The Company had no significant commitments for tedygixpenditures at May 31, 2001. The Company besi¢hat its current cash and cash
equivalents, short- term cash investments and gasbrated from operations will be sufficient to trieseworking capital, capital expenditure
and investment needs at least through May 31, 2002.

Factors That May Affect Future Results and Market Rice of Stock

The Company operates in a rapidly changing envientrthat involves numerous risks, some of whichbagond its control. The following
discussion highlights some of these risks.

Revenue Growth and Economic Conditions. The revgnoeth and profitability of the Company's busindspends on the overall demand
for computer software and services, particularlthie product segments in which the Company compBtEsause the Company's sales are
primarily to corporate and government customesshitsiness also depends on general economic aiméssisonditions. A softening of
demand for computer
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software caused by a weakening of the economyicpkatly in the United States and to a lesser exteEurope, Asia and Latin America,

may result in decreased revenues and has resultechay continue to result in lower revenue groveties. In particular, one of the challenges
the Company continues to face in promoting futumgh in license revenues is the successful refagusf its marketing and sales efforts to
the CRM and Internet procurement areas of its agfiins business, as well as to the other produdts business applications suite. There
can be no assurances that the Company will betalgtfectively promote future revenue growth insystems software and business
applications areas.

In October 1997, the American Institute of Certfitublic Accountants ("AICPA") issued StatemenPosition ("SOP") No. 97-2, "Software
Revenue Recognition" which superceded SOP No. SOP. No. 97-2, as amended by SOP No. 98-4 and S0OB89, provides guidance «
applying generally accepted accounting principtessbftware revenue recognition transactions. Ineébgber 1999, the SEC issued Staff
Accounting Bulletin ("SAB") No. 101, "Revenue Reaitipn in Financial Statements," which providestiigr revenue recognition guidance.
The Company adopted SAB No. 101, as amended, ifotitth quarter of fiscal 2001 as required. Thepidm of SAB No. 101 did not have a
material effect on the Company's consolidated firedrposition, results of operations or cash flolse accounting profession continues to
review certain provisions of SOP No. 97-2 and SA® MN01 with the objective of providing additionalidance on implementing its
provisions. Depending upon the outcome of thesiewessand the issuance of implementation guidelaresinterpretations, the Company r
be required to change its revenue recognition galiand business practices and such changes cagddahmaterial adverse effect on the
Company's business, results of operations or finhposition.

New Products. The markets for the Company's predaret characterized by rapid technological advaimckardware and softwa
development, evolving standards in computer harewead software technology and frequent new prostrciductions and enhancements.
Product introductions and short product life cyaiesessitate high levels of expenditures for rebeand development. To maintain its
competitive position, the Company must enhanceimpdove existing products and continue to introdnew products and new versions of
existing products that keep pace with technologiealelopments, satisfy increasingly sophisticatestamer requirements and achieve ma
acceptance. The Company's inability to run on neimareasingly popular operating systems, or then@any's failure to successfully enha
and improve its products in a timely manner andtjprsand/or price its products to meet market dedsacould have a material adverse
effect on the Company's business, results of opastfinancial condition or cash flows.

Significant undetected errors or delays in new potslor new versions of a product, especially eahea of CRM, may affect market
acceptance of the Company's products and coulddavaterial adverse effect on the Company's busimesults of operations, financial
condition or cash flows. If the Company were toexrignce delays in the commercialization and intotida of new or enhanced products, if
customers were to experience significant probleritis the implementation and installation of produatsif customers were dissatisfied with
product functionality or performance, this could/éa material adverse effect on the Company's bssjnesults of operations, financial
condition or cash flows.

There can be no assurance that the Company's melugis will achieve broad market acceptance orgeitierate significant revenue.
Additional products that the Company plans to diyear indirectly market in the future are in vanmstages of development.

Pricing. Intense competition in the various marketahich the Company competes may put pressute@ompany to reduce prices on
certain products, particularly in markets wherdaiarvendors offer deep discounts in an efforteiwapture or gain market share or to sell ¢
software or hardware products. Moreover, the Comeas recently changed its pricing model for itstegn software products and any
broadly based changes to the Company's pricesraridgppolicies could lead to a decline or delayga@les and license revenue as the
Company's sales force implements and its custoawgust to the new pricing policies. The bundlingsoftware products for promotional
purposes or as a lorigrm pricing strategy or guarantees of product enntations by certain of the Company's compettoudd, over time
significantly reduce the prices that the Company ca
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charge for its products. Changes in customer ugigeo€ompany's products could also result in Idieense revenues if the Company's
pricing model is not adapted to such usage. Staiftsird the use of operating systems on which thegamy experiences relatively greater
price competition could result in lower averagetise prices, thereby reducing the Company's licenemues. Additionally, while the
distribution of applications through applicatiomsee providers may provide a new market for thenpany's products, these new distribu
methods could also reduce the price paid for the@amy's products or adversely affect other salés giroducts. Any such price reductions
and resulting lower license revenues could haveaimnal adverse effect on the Company's businesa|ts of operations, financial condition,
or cash flows if the Company cannot offset thessepmeductions with a corresponding increase iassablumes or lower spending.

Sales Forecasts. Management uses a "pipeline'nsyateommon industry practice, to forecast salést@nds in the Company's business.
The Company's sales personnel monitor the statath pfoposals, such as the date when they estithate customer will make a purchase
decision and the potential dollar amount of the sehe Company aggregates these estimates petigdiicarder to generate a sales pipeline.
The Company compares the pipeline at various pa@irtisne to look for trends in its business. Whlés pipeline analysis may provide the
Company with some guidance in business planningoaddeting, these pipeline estimates are necegsasgkulative and may not
consistently correlate to revenues in a particglerter or over a longer period of time. A variatio the conversion of the pipeline into
contracts or in the pipeline itself could cause®@wenpany to improperly plan or budget and therebyessely affect its business or results of
operations. In particular, as was the case intind &ind fourth quarters of fiscal 2001, a slowddwthe economy may cause purchasing
decisions to be delayed, reduced in amount or dadoshich will therefore reduce the overall licengipeline conversion rates in a particular
period of time.

Management of Growth. The Company has a historguifl growth. However, the Company has at timegg&pced slowing growth rates in
a number of areas. The Company's future operagisglts will depend on its ability to manage grovettcurately forecast revenues and
control expenses. The Company's future operatisgiteemay also be adversely impacted by extermabifs, such as a slowing in demand for
hardware used in conjunction with its software.eklthe in the growth rate of revenues without aesponding and timely slowdown in
expense growth could have a material adverse affetie Company's business, results of operatiimasicial condition, or cash flows.

Competitive Environment. The computer software 8tduis an intensely competitive industry with seldarge vendors that develop and
market databases, application development toosnbss applications and business intelligence ptsdCertain of these vendors have
significantly greater financial and technical resms than the Company. The introduction of new agtitipe products into one or more of the
Company's various markets, the addition of newtionality into an existing competitive product dietacquisition by one of its competitors
of a product could have a material adverse effedhe Company's business, results of operatiomsndial condition or cash flows. In
addition, new distribution methods (e.g. electrattiannels) and opportunities presented by therlateand electronic commerce have
removed many of the barriers to entry historicédlged by small and start-up companies in the soéwadustry. The Company expects to
continue to face intense competition in the varimaskets in which it competes.

International Sales. A substantial portion of tr@pany's revenues is derived from internationa@ssahd is therefore subject to the related
risks, including the general economic conditionsaegh country, the overlap of different tax struesy the difficulty of managing an
organization spread over various countries, chaimgesgulatory requirements, compliance with aetyrof foreign laws and regulations,
longer payment cycles and volatilities of excharages in certain countries. There can be no assesahat the Company will be able to
successfully address each of these challengesr @iake associated with international operatiortduide import and export licensing
requirements, trade restrictions and changesiif tates.

A significant portion of the Company's businessdaducted in currencies other than the U.S. dalthanges in the value of major foreign
currencies relative to the value of the U.S. ddldversely affected revenues and operating retsutisighout fiscal 2001, particularly in
Europe and will continue to do so throughout fi2@02 if the U.S. dollar remains strong relativédieign currencies.
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Foreign currency transaction gains and lossesraraply related to sublicense fee and other agerembetween the Company and its
subsidiaries and selling distributors. These gaidlosses are charged against earnings in thedgedurred. The Company has reduced its
transaction and translation gains and losses atedaiith converting foreign currencies into U.8llars by using foreign exchange forward
contracts to hedge transaction and translation®xgs in major currencies. The Company finds itranfical to hedge all foreign currencies
in which it conducts business. As a result, the Gamy will continue to experience foreign currenayng and losses.

Hiring and Retention of Employees. The Companyrginaoed growth and success depend to a signifiesient on the continued service of
senior management and other key employees andrthg bf new qualified employees. Competition faghiy-skilled business, product
development, technical and other personnel condibm®e intense due to low overall unemploymemstaiccordingly, the Company may
experience increased compensation costs that ntdyenuffset through either improved productivityhigher prices. There can be no
assurances that the Company will be successfdntirmously recruiting new personnel and in retagnéxisting personnel. In general, the
Company does not have long-term employment or monpetition agreements with its employees. The ¢tdsme or more key employees or
the Company's inability to attract additional gfiati employees or retain other employees could laaveaterial adverse effect on its
continued growth.

New Business Areas. The Company has in recent gggemnded its technology into a number of new lessirareas, including -line
exchanges for a number of business procuremensnkedrnet/electronic commerce, on-line businesgices, wireless initiatives and
Internet computing. These areas are relatively toetive Company's product development and salesnankleting personnel. There can be no
assurances that the Company will compete effegtioeivill generate significant revenues in these ageas. The success of Internet
computing and, in particular, the Company's curhetg@rnet computing software products is diffidaltpredict because Internet computing
represents a method of computing that is new tethiee computer industry. The widespread adopmidmternet computing will depend in
large measure on (i) the lower cost of ownershimte#frnet computing relative to client/server atetiure, (ii) the ease of use and
administration relative to client/server architeetand (iii) how hardware and software vendors sbdo compete in this market. There ca
no assurances that sufficient numbers of venddtaimdertake this commitment, that the market aitept Internet computing or that
Internet computing will generate significant revesatior the Company.

Uneven Patterns of Quarterly Operating ResultsRenkEnues. The Company's revenues in general alekitse revenues in particular, are
relatively difficult to forecast and vary from qterto quarter due to various factors, including @ relatively long sales cycles for the
Company's products,

(i) size and timing of individual license trangacis, the closing of which tend to be delayed bstamers until the end of a fiscal quarter as a
negotiating tactic, (iii) introduction of new procts or product enhancements by the Company ooitgpetitors, (iv) potential for delay or
deferral of customer implementations of the Comfmsgftware, (v) changes in customer budgets s@asonality of technology purchases
and other general economic conditions, and (vigngfes in the Company's pricing policies or thosiéssafompetitors. Accordingly, the
Company's quarterly results are difficult to predictil the end of the quarter, and delays in podiglivery or closing of sales near the en

a quarter have historically caused and could cquaeterly revenues and net income to fall signiftashort of anticipated levels.

The Company's license revenues in any quarterudrsiantially dependent on orders booked and shipp#tt quarter. Because the
Company's operating expenses are based on antidipatenue levels and because a high percentaigeeapenses are relatively fixed, a
delay in the recognition of revenue from even atbichnumber of license transactions could causgfgignt variations in operating results
from quarter to quarter and could cause net incanfi@ll significantly short of anticipated levels.

California has recently experienced ongoing powstesn shortages, which have resulted in "rollireckbuts,” and the recent bankruptcy
filing by one of the major California public util#ls may increase the number and severity of thes&duts. These blackouts, blackouts in
other regions or procedures implemented to avert
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blackouts could cause disruptions to the Compampesations and the operations of the Company'sewests. Such disruptions, particularh
the end of a quarter, could adversely affect qugrtevenues and net income by delaying the closing number of licensing transactions.

Uncertainty of Emerging Areas. Despite tremendawosvth in emerging areas such as the Internet,rendervices and electronic commerce,
the impact on the Company of this growth is undéerfhere can be no assurances that the Compahendlble to provide a product offering
that will satisfy new customer demands in thesaseand the growth patterns of these areas maysigmificantly. In addition, standards for
network protocols, as well as other industry addpted de facto standards for the Internet, arevengrapidly. There can be no assurances
that standards chosen by the Company will posit®products to compete effectively for businesgastunities as they arise on the Internet
and in other emerging areas.

Future Acquisitions. As part of its business sggtehe Company has made and expects to continuake acquisitions of, or significant
investments in, businesses that offer complememargiucts, services and technologies. Any acqaisstor investments will be accompanied
by the risks commonly encountered in acquisitidnsusinesses. Such risks include, among other shithg possibility that the Company p
much more than the acquired company or assetsath,the difficulty of assimilating the operatioasd personnel of the acquired
businesses, the potential product liability asgediavith the sale of the acquired company's pragube potential disruption of the Compai
ongoing business, the distraction of management ffe Company's business, the inability of manageneemaximize the Company's
financial and strategic position, the maintenarfogniform standards, controls, procedures and f@sliand the impairment of relationships
with employees and clients as a result of any natigan of new management personnel. These factarsl hlave a material adverse effect on
the Company's business, results of operationsadinbcondition or cash flows, particularly in tbase of a larger acquisition. Consideration
paid for future acquisitions, if any, could be retform of cash, stock, stock purchase rightsaymabination thereof. Dilution to existing
stockholders and to earnings per share may resatinnection with any such future acquisitions.

Relative Product Profitability. Certain of the Coamy's revenues are derived from products that,pesaentage of revenues, currently require
a higher level of development, distribution andsup expenditures compared to certain of its offteducts. To the extent that revenues
generated from such products become a greaterrageeof the Company's total revenues, the Compapgrating margins may be
adversely affected, unless the expenses assowiiteduch products decline as a percentage of tm&n

Long-term Investment Cycle. Developing and localigsoftware is expensive and the investment inygbdevelopment often involves a
long payback cycle. The Company's plans for theafigear ending May 31, 2002 include significaneistments in software research and
development and related product opportunities fwdrich significant revenues are not anticipatedstereral years.

Sales Force Restructuring. The Company historidslly relied heavily on its direct sales force. Bnpyears, the Company has restructured
or made other adjustments to its sales force at taece a year. These changes have generallyaésnla temporary lack of focus and
reduced productivity by the Company's sales fone¢ may have affected revenues in a quarter. Tdsrde no assurances that the Company
will not continue to restructure its sales forcehat the related transition issues associated negitructuring the sales force will not recur.

Enforcement of the Company's Intellectual PropRityhts. The Company relies on a combination of cigpy, patent, trademark, trade
secrets, confidentiality procedures and contragit@tedures to protect its intellectual properghts. Despite the Company's efforts to prc
its intellectual property rights, it may be possibdr unauthorized third parties to copy certairtipas of the Company's products or to revt
engineer or obtain and use technology or otherinétion that the Company regards as proprietargrd ban also be no assurances that the
Company's intellectual property rights would suevévlegal challenge to their validity or providgrsficant protection for the Company. In
addition, the laws of certain countries do not ecothe Company's proprietary rights to the santentyas do the laws of the United States.
Accordingly, there can be
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no assurances that the Company will be able teptds proprietary technology against unauthortbéd party copying or use, which could
adversely affect the Company's competitive position

Possibility of Infringement Claims. The Companyrfréime to time receives notices from third part&sming infringement by the
Company's products of third party patent and oiftetlectual property rights. The Company expelts software products will increasingly
be subject to such claims as the number of produetscompetitors in the Company's industry segngnots's and the functionality of
products overlaps. In addition, the Company exptecteceive more patent infringement claims as corgs increasingly seek to patent their
software, especially in light of recent developnsdntthe law that extend the ability to patentwafie. Regardless of its merit, responding to
any such claim could be time-consuming, resultstly litigation and require the Company to entdoiroyalty and licensing agreements that
may not be available on terms acceptable to thepgaom If a successful claim is made against the fizmy and the Company fails to deve

or license a substitute technology, the Companysiniess, results of operations, financial conditorash flows could be materially
adversely affected.

Possible Volatility of Stock Price. The market griaf the Company's Common Stock has experiencedisant fluctuations and may
continue to fluctuate significantly. The marketgeriof the Company's Common Stock may be signifigaitected by factors such as the
announcement of new products or product enhancenbgrthe Company or its competitors, technologimabvation by the Company or its
competitors, quarterly variations in the Compamny'g#s competitors' results of operations, changgsices of the Company's or its
competitors' products and services, changes imtevand revenue growth rates for the Company dsotever for specific geographic areas,
business units, products or product categories)gd®in earnings estimates by market analystsugigm in the press or analyst community
and general market conditions or market condit&pexific to particular industries. The stock prif@smany companies in the technology
sector have experienced wide fluctuations thaindfi@ve been unrelated to their operating performaBach fluctuations may adversely af
the market price of the Company's Common Stock.
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Item 7a. Quantitative and Qualitative Disclosures Aout Market Risk

Interest Rate Risk. The Company's exposure to rastefor changes in interest rates relates prigmér the Company's investment portfo
The Company places its investments with high crgaiility issuers and, by policy, limits the amoahtredit exposure to any one issuer. As
stated in its policy, the Company is adverse tagipial loss and seeks to preserve its investedsfogdimiting default risk, market risk and
reinvestment risk.

The Company mitigates default risk by investingimy high credit quality securities that it belisvi® be low risk and by positioning its
portfolio to respond appropriately to a significaaduction in a credit rating of any investmentiessor guarantor. The portfolio includes only
marketable securities with active secondary orleasarkets to ensure portfolio liquidity.

The table below presents the amortized principalart) related weighted average interest rates atdrities for the Company's investment
portfolio. Short-term investments are all in fixede instruments. The amortized principal amoupr@ximates fair value at May 31, 2001.

Table of Investment Securities:

Weighted
Amortized Average
Principal Interest

Amount Rate

(in thousands)

Cash and cash equivalents............c.ccceeenne .. $4,449,166 3.58%
Short term investments (0-1 year).................. .. 1,438,495 4.74%
Total cash and cash investments.................. .. $5,887,661

Foreign Currency Risk. The Company transacts besiirevarious foreign currencies and the Compasyeltablished a Board of Directors
approved foreign currency hedging program, utitizioreign currency forward exchange contracts (Wmd contracts") to hedge certain
foreign currency transaction exposures. Underghogram, increases or decreases in the Compamgigificcurrency transactions are offse
gains and losses on the forward contracts, so mustigate the possibility of foreign currency tranton gains and losses. The Company does
not use forward contracts for trading purposesfaiign currency transactions and all outstandiimgyard contracts are marked to market at
the end of the period with unrealized gains anddesncluded in other income (expense). The Coniparftymate realized gain or loss with
respect to currency fluctuations will depend ondhieency exchange rates and other factors intedfethe contracts mature. The unrealized
gain

(loss) on the outstanding forward contracts at I[@ay2001 was immaterial to the Company's consaiifihancial statements.

The Company also hedges the net assets of ceftamiaternational subsidiaries. The gains or &ssen equity hedges are recorded as a
component of accumulated other comprehensive indtoes) in stockholders' equity.
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The tables below present the notional amountsofatract exchange rates) and the weighted averageactual foreign currency exchange
rates for the Company's outstanding forward cotdgrand equity hedges as of May 31, 2001. Notiormagkted average exchange rates are
guoted using market conventions where the curreneypressed in currency units per U.S. dollarepkéor Australia, New Zealand, UK and
the Euro. All of these forward contracts and eghiéggdges mature in ninety days or less as of May@Qa].

Table of Forward Contracts

No tional Notional
A mount  Weighted Average
(int housands) Exchange Rate
Functional Currency:
Argentina PeS0........cccccoeeiiieeeninnn. $ 22,219 1.04
Australian Dollar.............ccccceeeennns 8,867 0.51
Canadian Dollar..........cccccccvevvveeenne 17,881 1.54
China Yuan........ 43,000 8.30
Danish Krone. 15,153 8.74
BUMO...ooiiieiiie e 86,058 0.85
Israel Shekel.........ccccoviviiiinncenn. 39,618 4.16
Japanese Yen 23,857 118.92
Korean Won............. 6,371 1,299.80
New Zealand Dollar............ccccceevneee. 3,754 0.42
Norwegian Krone...........coccecvvvvvinnnns 12,074 9.33
Peru New Sol........ 750 3.71
Philippines Peso... 9,823 51.70
Singapore Dollar..........ccccccoeuvieeene 25,408 1.80
South African Rand.............ccccveevnnee 10,199 8.08
Swedish Krona......... 8,164 10.58
SWISS Franc........ccccoeeeiiiiieeenninnes 39,285 1.78
Taiwan Dollar..........ccoccoeveiiiineenn. 8,500 34.43
Thai Baht........ 12,607 45.53
UK Pound........ccoveeiiniiieiiineeee 88,369 1.41
Total.eeeieiiee e $4 81,957
Table of Equity Hedges
No tional Notional
A mount  Weighted Average
(int housands) Exchange Rate
Functional Currency:
Japanese Yen $1 3,536 118.20
UK Pound........cccocevnieiniiiinicenne, 1 7,424 1.45
Total.eeeeeeiee e $3 0,960

Item 8. Financial Statements and Supplementary Data

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

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

The information required by this Item with respexthe directors and compliance with Section 16fghe Securities and Exchange Act is
incorporated by reference from the information fded under the headings "Election of Directors" &8€ction 16(a) Beneficial Ownership
Reporting Compliance," respectively, containechima Company's Proxy Statement to be filed with theuBties and Exchange Commissiol
connection with the solicitation of proxies for tiempany's Annual Meeting of Stockholders to bel foel October 15, 2001 (the "Proxy
Statement”). The information required by this Iteith respect to the Company's executive officersistained in Item 1 of Part | of this
Annual Report under the heading "Executive Officdrthe Registrant.”

Item 11. Executive Compensation

The information required by this Item is incorpedby reference from the information provided urttierheading "Executive Compensati
of the Proxy Statement. The information specifiedtém 402 (k) and (I) of Regulation S-K and sethan the Proxy Statement is not
incorporated herein by reference.

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

The information required by this Item is incorpediherein by reference from the information progidader the heading "Stock Ownership
of Certain Beneficial Owners and Management" ofRhaxy Statement.

Item 13. Certain Relationships and Related Transa&ns

The information required by this Item is incorp@éherein by reference from the information prodidader the heading "Transactions and
Legal Actions Involving Management" of the Compartoxy Statement.

PART IV
Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K
(a) 1. Financial Statements

The following financial statements are filed asaat pf this report:

Page
Report of Independent Public Accountants............ L 24
Consolidated Financial Statements:
Balance Sheets as of May 31, 2001 and 2000....... .. 25
Statements of Operations for the years ended May 31, 2001, 2000 and
1999, i e 26
Statements of Stockholders' Equity for the years ended May 31, 2001,
2000 and 1999......cccviiiiieiiiieiieeeeeee e 27
Statements of Cash Flows for the years ended May 31, 2001, 2000 and
1999, i e 28
Notes to Consolidated Financial Statements....... ... 29
(&) 2. Financial Statement Schedules
The following financial statement schedule is fikela part of this report:
Page
Il Valuation and Qualifying Accounts................ e 51

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

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

Exhibit

Number Exhibit Title

3.01(1) Restated Certificate of Incorporation of the Company filed with the
Delaware Secretary of State on January 11 , 2000.

3.02(2) The Company's Bylaws, as adopted October 30, 1986, and amendments
dated January 13, 1989 and December 3, 19 90.

3.04(2) Certificate of Amendment of Restated Cert ificate of Incorporation of
the Company filed with the Delaware Secre tary of State on June 5,
2000.

4.01(3) Indenture between Oracle Corporation and State Street Bank and Trust
Company of California, N.A., dated Februa ry 24, 1997.

4.02(4)* Oracle Corporation 1993 Deferred Compensa tion Plan, as amended and

restated as of January 1, 1998.

4.03(5) Amended and Restated Preferred Shares Rig hts Agreement, dated March
31, 1998.

4.04(6) Amendment Number One to the Amended and R estated Preferred Shares
Rights Agreement, dated March 22, 1999.

4.05 Specimen Certificate of Registrant's Comm on Stock.

10.01(7)* Oracle Systems Corporation Employee Stock Purchase Plan (1992), as
adopted August 24, 1992.

10.02* 1993 Directors' Stock Option Plan, as ame nded through August 8,
2001.

10.03(8)* Amendment to the Employee Stock Purchase Plan (1992).

10.04(1)* The 1991 Long-Term Equity Incentive Plan, as amended through October
18, 1999.

10.05(2)* Amendment to the 1991 Long-Term Equity In centive Plan, dated January
7, 2000.

10.06(2)* Amendment to the 1991 Long-Term Equity In centive Plan, dated June 2,
2000.

10.07(9)* The 2000 Long-Term Equity Incentive Plan, as approved on October 16,
2000.

21.01 Subsidiaries of the Registrant.

23.01 Consent of Arthur Andersen LLP.

* Indicates management contract or compensatory @larrangement.

(1) Incorporated by reference to the Form 10-Qift@ January 14, 2000.
(2) Incorporated by reference to the Form 10-Kdfiten August 28, 2000.
(3) Incorporated by reference to the Form 10-Qifie@ April 10, 1997.

(4) Incorporated by reference to the Form S-8 fdadDecember 10, 1997.
(5) Incorporated by reference to the Form 8-A/adilon March 31, 1998.
(6) Incorporated by reference to the Form 8-A/&dilon March 22, 1999.
(7) Incorporated by reference to the Form 10-Qifie@ January 7, 1993.
(8) Incorporated by reference to the Form 10-Kdfiten August 30, 1999.
(9) Incorporated by reference to the Form 10-Qift@ January 16, 2001.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Oracle Corporation:

We have audited the accompanying consolidated balsineets of Oracle Corporation, a Delaware cotiporand subsidiaries as of May 31,
2001 and 2000, and the related consolidated statsméoperations, stockholders' equity and casidlfor each of the three years in the
period ended May 31, 2001. These financial statésreamd the schedule referred to below are the nsdipitity of the Company's
management. Our responsibility is to express aniopion these financial statements and schedukdbas our audits.

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

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

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

ARTHUR ANDERSEN LLP

San Jose, California
June 18, 2001
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ORACLE CORPORATION
CONSOLIDATED BALANCE SHEETS
As of May 31, 2001 and 2000

May 31,
(in thousands, except share data) 2001 2000
ASSETS
Current assets:
Cash and cash equivalents................c....... ... $4,449,166 $ 7,429,206

Short-term cash investments
Trade receivables, net of allowance for doubtful

1,438,495 332,792

accounts of $403,305 in 2001 and $272,203 in 200 0.. 2,432,131 2,533,964
Other receivables...........cccccoviiieinninns .. 281,782 256,203
Prepaid and refundable income taxes.............. .. 272,742 212,829
Prepaid expenses and other current assets........ .. 88,834 118,340
Total current assets...........cccvveeeeennen. ... 8,963,150 10,883,334
Long-term cash investments............ccccceceue - 110,000
Property, Net.........cooeviiiiiiiiiieens . ... 974,751 934,455
Long-term prepaid income taxes............cccueee. ... 376,030 322,379
Intangible and other assets.........ccccccce....... .. 716,229 826,611
Total asSetS.....ceevvueeeiiieiiiieciieeae ... $11,030,160 $13,076,779
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Notes payable and current maturities of long-term
debt. .o ..$ 2849 % 2691
Accounts payable........ e ————— ... 270,112 287,495
Income taxes payable...........ccccceeevineenn. .. 767,087 2,821,776
Accrued compensation and related benefits........ .. 734,705 725,860
Customer advances and unearned revenues.......... ... 1,213,529 1,133,482
Value added tax and sales tax payable............ ... 165,210 165,304
Other accrued liabilities........................ .. 763,127 725,630
Total current liabilities...................... ... 3,916,619 5,862,238
Long-term debt........... ... 300,847 300,770
Deferred income taxes...........ccoceeerninennn. .. 327,788 266,130

Other long-term liabilities.. 207,135 186,178
Commitments (Note 5).........cccccvvvvvieeenennn. -- --
Stockholders' equity:

Preferred stock, $0.01 par value--authorized,

1,500,000 shares; outstanding: none............. - -

Common stock, $0.01 par value and additional paid in

capital--authorized, 11,000,000,000 shares;

outstanding: 5,592,360,823 shares in 2001 and

5,614,671,898 shares in 2000.................... ... 4,820,869 3,112,126

Retained earnings.........ccccceveeeeeveniennns ... 1,610,480 3,343,857

Accumulated other comprehensive income (loss).... ... (153,578) 5,480
Total stockholders' equity..................... ... 6,277,771 6,461,463
Total liabilities and stockholders' equity..... ... $11,030,160 $13,076,779

See notes to consolidated financial statements.
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended May 31, 2001, 2000 and 1999

Year Ended May 31,

(in thousands, except per share data) 2001 2000 1999
Revenues:
Licenses and other...........cc........ $ 4,706, 797 $ 4,446,795 $3,688,366
SEIVICES...ciieiiiiieeiie e 6,152, 875 5,683,333 5,138,886
Total revenues..........ccccocuveeee. 10,859, 672 10,130,128 8,827,252
Operating expenses:
Sales and marketing.................... 2,691, 322 2,616,749 2,622,379
Cost of services.........cccceeeueeen. 2,796, 040 2,942,679 3,064,148
Research and development............... 1,138, 591 1,009,882 841,406
General and administrative............. 456, 628 480,658 426,438
Total operating expenses 581 7,049,968 6,954,371

Operating income

Net investment gains (losses) related to

equity securities.............oceeeeee (17, 087) 6,936,955 24,457
Other income, net:
Interest income...........cccccvvvene. 289, 483 141,904 118,486
Interest expense. (23, 999) (18,894) (21,424)
Other......ccoovciieiiiiieccens (54, 258) (16,691) (12,322)
Total other income, net.............. 211, 226 106,319 84,740
Income before provision for income taxes: 3,971, 230 10,123,434 1,982,078
Provision for income taxes............. 1,410, 134 3,826,631 692,320

) 096 $ 6,296,803 $1,289,758

46 ¢ 111 % 0.22

44¢ 105% 022

721 5,678,839 5,782,352

806 5,995,842 5,936,900

See notes to consolidated financial statements
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ORACLE CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended May 31, 2001, 2000 and 1999

Common
Addition
Cap
Comprehensive Number of
Income Shares
Balances, May 31, 1998.. $ -- 5,840,019,0
Common stock issued
under stock option
.................. 67,023,1
Common stock issued
under stock purchase
plan........cccoccees -- 36,118,5

=2
)
S
7]
|
1

StOCK..eeeeiiiienn - (218,626,0
Effect of common stock
dividend............... -- -
Equity adjustments

related to subsidiary

equity transactions.... -- -
Tax benefits from stock

Foreign currency

translation

adjustments............ (5,614) -
Unrealized loss on

equity securities...... (24) -
Net income.............. 1,289,758 -

Comprehensive income.... $1,284,120 -

Balances, May 31, 1999.. - 5,724,534,6
Common stock issued

under stock option

plans........ccccee.n. - 100,821,8
Common stock issued

under stock purchase

plan........cccoccees -- 26,057,2
Exercise of warrants.... -- 54,000,0
Repurchase of common

StoCK...ooiiiiiins - (290,741,8
Effect of common stock

dividend............... -- -

Equity adjustments

related to subsidiary

equity transactions.... -- -
Tax benefits from stock

Foreign currency

translation

adjustments............ (720) -
Unrealized gain on

equity securities...... 53,611 -
Net income.............. 6,296,803 -

Comprehensive income.... $6,349,694 -

Balances, May 31, 2000.. - 5,614,671,8
Common stock issued

under stock option

plans.......cccceeenn. - 109,491,0
Common stock issued

under stock purchase

plan.......cccccvuee - 9,762,1
Repurchase of common
StoCK...oooeiiiiiins - (141,564,2
Effect of common stock
dividend............... - -

Equity adjustments

related to subsidiary

equity transactions.... -- -
Tax benefits from stock

Foreign currency
translation

(in thousands, except share data)

Stock and
al Paid in
ital Accumulated
-------------- Other
Retained Comprehensive
Amount Earnings Income/(Loss) Total

76 $ 976,275 $ 2,023,056 $(41,773) $ 2,957,

20 159,754 - ~ 159,
40 146,668 - ~ 146,
76) (45,859) (1,041,094) -~ (1,086,

- 4805  (4,805) -

- 178,120 - ~ 178,
- 56,000 - ~ 56,

- - ~  (5614) (5,

- - - (24)

; -~ 1,289,758 ~ 1,289,

60 $1,475,763 $ 2,266,915 $ (47,411) $ 3,695,

80 298,118 - -~ 208,
12 185,613 - ~ 185,
00 457,866 - ~ 457,
54) (101,071) (5,205,700) ~ (5,308,

- 14161  (14,161) -

- 288,676 - -~ 288,
- 493,000 - ~ 493,
- - - (7200

- - - 53611 53,

- -~ 6,296,803 -~ 6,296,

98 $3,112,126 $ 3,343,857 $ 5,480 $6,461,

47 348,487 - -~ 348,
38 187,415 - ~ 187,
60) (74,298) (4,266,486) ~ (4,340,

- 27,987  (27,987) -

- 69,859 - - 69,

- 1,149,293 - - 1,149,

118
613
866

771)

676

000

720)

487

415

784)

859

293



adjustments............ (89,940) -

Unrealized loss on

equity securities...... (69,118) -
Net income.............. 2,561,096 -

Comprehensive income.... $2,402,038 -

Balances, May 31, 2001.. 5,592,360,8

See notes to consolidated financial statements.

-~ (89,940) (89,

- - —  (69,118) (69,
; -~ 2,561,096 —~ 2,561,

23 $4,820,869 $1,610,480 $(153,578) $6,277,
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ORACLE CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended May 31, 2001, 2000 and 1999

(in thousands) 2001

Cash Flows From Operating Activities:
Net income........ccccvvvvevennnnns $2,561,09
Adjustments to reconcile net income to

net cash provided by operating
activities:

Depreciation and amortization....... 275,53

Amortization of purchase price in
excess of net tangible assets
acquired.........ccceeeevineeeenne 71,35

Provision for doubtful accounts..... 255,64

Net investment (gains) losses
related to equity securities....... 17,08
Changes in assets and liabilities:
Increase in trade receivables....... (198,97
Increase in prepaid expenses and
other current assets............... (68,49
(Increase) decrease in long-term
prepaid income taxes............... (55,97
(Decrease) increase in accounts
payable..........ccccovvevennenn. (13,92
Increase in accrued compensation and
related benefits................... 22,51
Increase in value added tax and
sales tax payable.................. 5,19
(Decrease) increase in income taxes
payable.........cccooeeriinnnnn. (891,61
Increase in other accrued
liabilities..........ccccvennen. 54,88
Increase in customer advances and
unearned revenues................. 105,64
Increase (decrease) in deferred
income taxes........cccceevveee. 17,97
Increase in other long-term
liabilities..........coccveeeene 21,17
Net cash provided by operating
ACHVItIES...eveeeiiieiee e 2,179,11

Cash Flows From Investing Activities:

Purchases of cash investments......... (1,583,81

Proceeds from maturities of cash
investments................oeeeee 588,10
Capital expenditures (313,25
Proceeds from sale of marketable

SECUNMEIES. ..eveeiiiiieeeeiiieeen 137,04
Increase in intangible and other
ASSelS. i (82,79

Net cash provided by (used for)
investing activities................. (1,254,70
Cash Flows From Financing Activities:
Payments for repurchase of common
StOCK. . (4,340,78
Proceeds from issuance of common
StOCK. .o 535,90
Proceeds from subsidiaries' stock
offering.......ocooceeviienenns -
(Payments) proceeds under notes
payable and long-term debt, net...... (12
Net cash used for financing
ACHVItIES...eveee e (3,805,00

CaASN..ceiiiiie (99,44

Net (decrease) increase in cash and

cash equivalents..................... (2,980,04
Cash and cash equivalents at beginning
of period.........ccceviivieininnns 7,429,20

Cash and cash equivalents at end of

ar Ended May 31,

6 $6,296,803 $ 1,289,758

9 314,315 319,823

76,610 55,561
135,312 96,989

© ~

7 (6,936,955) (24,457)
7) (421,513) (486,431)
5) (27,578) (62,856)
4) 87,398 (39,683)
5) 2839 45098

5 29,758 154,465
3 35646 10,076

6) 3,036,143 153,376

0 81,167 136,703
0 122,145 134,317
0 (16,728) 20,367
9 108,202 3,993
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) (886,571) (1,250,501)

1,470,375 1,055,938
) (263,443) (346,592)

© 00

~

7,047,298 24,969

o

) (474,602) (286,058)

5) 6,893,057 (802,244)

4) (5,306,771) (1,086,953)

2 941597 306,422
186,695 295,801

6)  (4,757) 17

8) (4,183,236) (484,713)

5) 10,106  (8,108)

0) 5,643,491 512,034

6 1,785,715 1,273,681



()]

Period......ccoevieiiiieiiiees $4,449,16

$7,429,206 $ 1,785,715

Supplemental disclosure of noncash
investing and financing activities
Common stock dividend....

~

$ 14161 $ 4,805

See notes to consolidated financial statements
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ORACLE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
May 31, 2001

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organization

Oracle develops, manufactures, markets and disasbeomputer software in two broad areas: systefiwware and business applications
software. The Company's systems software is ugedifieeloping and deploying applications on therimté and on corporate intranets and
includes database management software, applicativer software and development tools. The Compdnuginess applications software
automates the performance of business processeadtmmer relationship management, supply chairagement, financial management,
project management and human resource managentien€dmpany also offers a range of consulting, gthrcand support services and
offers its business applications as an online servi

Basis of Financial Statements

The consolidated financial statements include tu®ants of the Company and its subsidiaries. Adicompany transactions and balances
between the companies have been eliminated.

Use of Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires management
to make estimates and assumptions that affeceffmted amounts of assets and liabilities andasce of contingent assets and liabilities at
the date of the financial statements, and the ted@mounts of revenues and expenses during tbetirepperiod. Actual results could differ
from those estimates.

Foreign Currency Translation and Derivative Financial Instruments

In general, the functional currency of a foreigre@gtion is deemed to be the local country's cugre@onsequently, assets and liabilities of
operations outside the United States are gendralfglated into United States dollars using cureschange rates and the effects of foreign
currency translation adjustments are included @mgponent of stockholders' equity.

The Company transacts business in various foraigrercies and has established a Board of Direejgpsoved foreign currency hedging
program, utilizing primarily forward foreign exchg contracts to minimize the exposure caused ligorcurrency fluctuations. The
Company does not use derivative financial instrusnér trading or speculative purposes. At May A1Q1, the Company had approximately
$482.0 million of forward foreign exchange contsactitstanding as hedges of intercompany accournsrtafin of its international
subsidiaries. The Company's policy is to mark tokagthese contracts with unrealized gains or sseorded currently in other income and
expense, as they offset corresponding losses ans ga the foreign currency-denominated assetdiabitities being hedged. Net foreign
exchange transaction gains (losses) were ($8.1omill$9.4 million and ($5.5 million) in fiscal 2002000 and 1999, respectively and are
included in other income in the accompanying cadatéd statements of operations.

The Company also hedges the net assets of ceftamiaternational subsidiaries with forward fageiexchange contracts. At May 31, 2001,
there were $31.0 million of these contracts outditemn The gains or losses on these equity hedgeeaorded as a component of accumu
other comprehensive income (loss) in stockholdmrsity. Net gains (losses) on equity hedges were iillion, ($2.0 million) and ($1.0
million) in fiscal 2001, 2000 and 1999, respectyvel
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ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)
May 31, 2001

As of May 31, 2001 and 2000, the balances relatédreign currency translation adjustments andyaéts (losses) on equity hedges
contained in accumulated other comprehensive inqéwss) in stockholders' equity were net losse81#8.1 million and $48.1 million,
respectively.

As of May 31, 2001, the notional contract amourd &air value of outstanding foreign forward exchamgntracts were as follows:

Notional Fair

(in thousands) Contract Amount Value
Intercompany account hedges (sell contracts)....... $343,669  $(1,189)
Intercompany account hedges (buy contracts)........ $138,288 $ 6
Equity hedges........cccooieniiiiniieniiens $30,960 $ 611

At May 31, 2001, maturities of the Company's forveoreign exchange and equity hedge contracts niaety days or less in term.
Accounting for Derivative Instruments and Hedging Activities

In June 1998, the Financial Accounting Standardsr@¢'FASB"), issued SFAS No. 133, "Accounting Berivative Instruments and for
Hedging Activities." SFAS No. 133 establishes aetimg and reporting standards requiring that edemjvative instrument be recorded in
balance sheet as either an asset or liability nredsat its fair value. SFAS No. 133 also requited thanges in the derivative's fair value be
recognized currently in earnings unless specifatgleeaccounting criteria are met and that a compaust formally document, designate and
assess the effectiveness of transactions thatveebeidge accounting. SFAS No. 133 was effectivdisoal years beginning after June 15,
2000 and could not be applied retroactively.

The Company adopted SFAS No. 133 as of June 1, Z0@LCompany elected not to designate as accaunéidges those forward foreign
exchange contracts on intercompany accounts asctteinting impact of hedge designation otherwiselsvbave been immaterial.
Accordingly, these contracts continue to be matketiarket at the end of the period with unrealigaths and losses included in other inc
and expense. As to the equity hedges, the Companyeldesignated, as required by SFAS No. 133, ttwgeacts as new accounting hedges
against the net assets of the international sudrsidi as of June 1, 2001. The Company electedsigrite the changes in forward exchange
rates for the measurement of ineffectiveness igeleguity hedges. Accordingly, the entire transigain of approximately $110,000 was
reported as a cumulative effective type adjustrneaccumulated other comprehensive income on Jup@Qll. The adoption of SFAS No.
133 did not have a material effect on the Compatyrsolidated financial position, results of opierag or cash flows.

Supplemental Statements of Cash Flows Data

The Company paid income taxes in the net amou$i2ef billion, $976.0 million and $642.0 million dng fiscal years ended 2001, 2000 and
1999, respectively. Interest payments approximatiaest expense in the amount of $24.0 millior8.8Imillion and $21.4 million during the
fiscal years ended 2001, 2000 and 1999, respegtiVhe Company purchased equipment under capéaékein the amount of $507,000,
$412,000 and $536,000 in fiscal 2001, 2000 and 18%®ectively.

The Company's cash and cash equivalents at Ma30B1L, primarily consisted of highly liquid investntigiin time deposits of major world
banks, commercial paper, U.S. government agencyudig notes, money market mutual funds, and otleray market securities with
original maturities of 90 days or less. The Compemysiders such investments to be cash equivdlenairposes of the statement of cash
flows. Short-term cash

30



ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)
May 31, 2001

investments at May 31, 2001 primarily consistedafhmercial paper, corporate notes, and U.S. govemhagency notes with original
maturities of 91 days or more. No individual invesnt security equaled or exceeded 2% of total asset

Investments in Debt and Equity Securities

In accordance with SFAS No. 115 "Accounting for t8er Investments in Debt and Equity Securitiesd based on the Company's intentions
regarding these instruments, the Company has fitasall marketable debt securities and long-teghtdnvestments as held-to-maturity and
has accounted for these investments at amortizetd AbMay 31, 2001 and 2000, the amortized cosishaggregate fair value and gross
unrealized holding gains and losses by major seciype were as follows:

Amortized Aggreg ate Unrealized Unrealized
(in thousands) Cost Basis Fair V alue Gains  Losses

Fiscal 2001

Debt securities issued by states
of the United States and
political subdivisions of the

states.......ccceeveeeeiinenne $ 175,774 % 176 125 $ 459 $ (108)
Corporate and other debt
Securities..........cccevenee 1,262,721 1,264 ,075 1,669 (315)
Total short-term
investments................ $1,438,495 $1,440 ,200 $2,128 $ (423)
Fiscal 2000

Debt securities issued by states
of the United States and
political subdivisions of the

states.......ccoeeveueeinnnnn $ 178,475% 176 325 $ - $(2,150)
Corporate and other debt
SECUNtieS......covevreenicens 264,317 263 211 42 (1,148)

Total short-term
investments................ $ 442,792 $ 439 536 $ 42 $(3,298)

The following represents the maturities of investteeén debt securities as of May 31:

Amortized Cost

Basis
(in thousands) 26012000
DUE i1 01 YERI.. oo ... $1,438,495 $332,702
DUE N 1-2 VAN .ccoiiiiiieiieeieeieeeees $ - $110,000
T $1,438 495 $442,792

The Company has classified its marketable equityrsties as available-for- sale (included in intidohg)and other assets in the accompanying
consolidated balance sheets) and recorded netlizetholding gains (losses) in stockholders' gaaft($69.1 million) and $53.6 million as

of May 31, 2001 and 2000, respectively, which wiecduded in accumulated other comprehensive incass) in the accompanying
consolidated balance sheets.

Concentration of Credit Risk

Financial instruments which potentially subject @@mpany to concentrations of credit risk consishprily of cash investments and trade
receivables. The Company has cash investment gslibat limit investments to investment grade sgesr The Company performs ongoing

credit evaluations of its customers' financial gosiand the risk with respect to trade receivaiddarther mitigated by the fact that the
Company's customer base is highly diversified.
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Transfer of Financial Assets

The Company offers its customers the option to medts software and services through payment plfamancing or leasing contracts. In
general, the Company transfers future paymentsrithdse contracts to financing institutions on a-necourse basis. The Company records
such transfers as sales of the related accourdgivadste when it is considered to have surrendeoatkal of such receivables under the
provisions of SFAS No. 140, "Accounting for Trarrsfand Servicing of Financial Assets and Extingmishts of Liabilities,” a replacement
of SFAS No. 125, issued in September 2000.

Property

Property is stated at cost. Capital leases arededat the present value of the future minimursdgaayments at the date of acquisition.
Depreciation is computed using the straight-linehod based on estimated useful lives of the asgdt$h range from two to forty years.
Capital leases and leasehold improvements are aeabiver the lesser of estimated useful livegasé terms, as appropriate. The Company
reviews its longived assets for impairment whenever events or ghain circumstances indicate that the carryinguamof an asset may n

be recoverable.

Deferred Revenues

Deferred revenues primarily relate to support agesgs which have been paid for by customers poitiné performance of those services
are included in customer advances and unearneduesén the accompanying balance sheet.

Long-Term Debt

Based on the borrowing rates currently availabldnéoCompany for loans similar in terms and averagturities, the stated value of long-
term debt approximated market value at May 31, 2001

Revenue Recognition

In December 1999, the SEC released SAB No. 10lvéRee Recognition in Financial Statements," prangdhe staff's views in applying
accounting principles generally accepted in thetdéhStates to certain revenue recognition issuas.Company adopted SAB No. 101, as
amended, in the fourth quarter of fiscal 2001 gsired. The adoption of SAB No. 101 did not havaaterial effect on the Company's
consolidated financial position, results of opemasi or cash flows.

The Company generates several types of revenugding the following:

License and Sublicense Fees. The Company's staeddndser license agreement for the Company's pteguovides for an initial fee to use
the product in perpetuity based on a maximum nurabprocessors or a maximum number of named uBei. to the introduction of
Oracle9i in June 2001, the Company's standarddingmmodel was based on a maximum number of poni&s (processing power of the
computers in the customer's network) or a maximumiver of named users. The Company also entersih&s license agreement types,
which allow for the use of the Company's produassially restricted by the number of employees editense term. Fees from licenses are
recognized as revenue upon shipment, provideddieefixed and determinable, collection is probaate] vendor specific evidence exists to
determine the value of any undelivered elementh@firrangement. Fees from licenses sold togetitiercansulting services are generally
recognized upon shipment provided that the aboiterier have been met, payment of the license feast
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dependent upon the performance of the consultingces and the consulting services are not esseatihe functionality of the licensed
software. In instances where the aforementionadr@ihave not been met, both the license and domgdees are recognized under the
percentage of completion method of contract acéognt

The Company receives sublicense fees from its @egrin the Oracle Partners Program based on thHieenkes granted by the Oracle
partners. Sublicense fees are typically basedmer@entage of the Company's list price and arergéyneecognized as they are reported by
the partner.

Support Agreements. Support agreements generdlifocshe Company to provide technical support anftware updates to customers.
Revenue on technical support and software updgitésris recognized ratably over the term of thepsdpagreement and is included in
services revenue in the accompanying statememgeshtions.

Consulting and Education Services. The Companyigeswconsulting and education services to its coste. Revenue from such services is
generally recognized over the period during whighdpplicable service is to be performed or oméases-performed basis.

Accounting for Stock-Based Compensation

Effective June 1, 1996, the Company adopted theadisre provisions of SFAS No. 123, "Accounting &iock-Based Compensation.” In
accordance with the provisions of SFAS No. 123,Gbenpany applies Accounting Principles Board ("AP8®pinion No. 25 and related
interpretations in accounting for its employee ktoption plans. In March 2000, the FASB issued FABBrpretation No. 44, "Accounting
for Certain Transactions Involving Stock Compermatan Interpretation of APB Opinion No. 25" ("FIN 44FIN 44 clarifies the applicatic
of APB Opinion No. 25 and among other issues c&xithe following: the definition of an employee fiurposes of applying APB Opinion
No. 25, the criteria for determining whether a plaalifies as a noncompensatory plan, the accayietimnsequences of various modificatit
to the terms of previously fixed stock options waads and the accounting for an exchange of stookpensation awards in a business
combination. FIN 44 was effective as of July 1, @0But certain conclusions in FIN 44 cover speafients that occurred after either
December 15, 1998 or January 12, 2000. The Comaadopted FIN 44 in the first quarter of fiscal 280Gith no material effect on the
Company's consolidated financial position, resoftsperations or cash flows. See Note 8 for a summfthe pro forma effects on reported
net income and earnings per share for fiscal 2P0Q0 and 1999 based on the fair value of optiodsshares granted as prescribed by SFAS
No. 123.

Income Taxes

Deferred income taxes are provided for timing défeces in recognizing certain income, expense egditdtems for financial reporting
purposes and tax reporting purposes. Such defgrcedhe taxes primarily relate to the timing of rguiion of certain revenue items, the
timing of the deductibility of certain reserves amtruals for income tax purposes and the timingobgnition of subsidiary equity
transactions.

Advertising

All advertising costs are expensed as incurred efiising expenses were $133.1 million, $97.6 millamd $80.9 million in fiscal 2001, 2000
and 1999, respectively.
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Recent Accounting Pronouncements

In July 2001, the FASB issued SFAS No. 141, "Bussn@ombinations,” and SFAS No. 142, "Goodwill arileD Intangible Assets." SFAS
No. 141 provides new guidance on the accounting fausiness combination at the date a businessioatian is completed. Specifically,
requires use of the purchase method of accountinglifbusiness combinations initiated after Jube2®01, thereby eliminating use of the
pooling-of-interests method. SFAS No. 142 estabbstew guidance on how to account for goodwill iatehgible assets after a business
combination is completed. Among other things, dfuiees that goodwill and certain other intangibdsets will no longer be amortized and"
be tested for impairment at least annually andt@nridown only when impaired. This statement wilplgigo existing goodwill and intangible
assets, beginning with fiscal years starting dtecember 15, 2001. Early adoption of the statewi#ihbe permitted for companies with a
fiscal year beginning after March 15, 2001, for ethfirst quarter financial statements have not hsgmed. The Company is currently
evaluating these statements but does not expedhiawill have a material impact on the Comparffipancial position, results of operations,
or cash flows.

Reclassifications

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

Property consists of:

Year Ended May 31,

(in thousands) 2001 2000
Computer equipment..........cccceeeeeeieeeninnnnn .. $1,111,122 $ 991,254
Buildings and improvements..............cccccoueee .. 752,602 698,291
Furniture and fixtures.............cccceevnene. .. 321,878 316,933
Land....cccveiiiieiiieieeee e ... 106,693 108,096
Automobiles..........ccocoiiiiiiiiii 11,342 10,456
TOtal e ... 2,303,637 2,125,030
Accumulated depreciation and amortization.......... ... (1,328,886) (1,190,575)
Property, Net........cccooeiiiiiiiiiieiiiees .. $ 974,751 $ 934,455

During fiscal 1994, the Company purchased $85.lianiln mortgage notes. These notes are the obdiggdf IV Centrum Associates, a real
estate limited partnership, which owns two buildifgased by the Company at its headquarters $ieCbmpany also became a 74% limited
partner in IV Centrum Associates by making a capibatribution of approximately $4.0 million. Theo@pany has the right to leave the
partnership and to take full title to both buildéngithout making further capital contributions. &sesult of the original note purchases and
capital contribution, the Company capitalized e building leases and the $89.1 million in payrsdrdave been classified as buildings and
improvements.

Additionally, during fiscal 1994, the Company eetinto an arrangement whereby it leased an dfficeling adjacent to its headquarters
and concurrently acquired the land under the ugidind all outstanding mortgage notes for a tdt&P@.1 million. The Company has varic
options to extend the lease and to purchase theitgiat various times during the lease term. Assallt of the land and note purchases, the
Company has capitalized the building lease, an&22e1 million in payments have been classifiethad and buildings and improvements.
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Equipment under capital leases included in propartay 31, 2001 and 2000 was $38.7 million and $38illion, respectively. Accumulat
amortization of leased equipment at such datesp&<’ million and $26.9 million, respectively.

As of May 31, 2001, future minimum annual leasemeants under capital leases together with theirgmtegalue were:

Year Ended May 31, (in thousands)
2002, $ 617
2003, e, 525
2004, 366
2005, e, 90
Total minimum lease payments........ccceeeeee. L 1,598
Amount representing interest.........cocceeeeveeeee. L (217)
Present value of minimum lease payments......... ... $1,381

3. NOTES PAYABLE AND CURRENT MATURITIES OF LONG-THR DEBT

At May 31, 2001 and 2000, the Company had unseahed-term borrowings from banks which were pagaisi demand in the amounts of
$2.3 million and $2.4 million, respectively. Ther@pany also had current maturities of long-term aél$#534,000 and $320,000 at May 31,
2001 and 2000, respectively.

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

Year Ended May

31,

(in thousands) 2001 2000
SENIOr NOES....vviiiiieiiie e $300,000 $300,000
Capital lease obligations (See Note 2)............. ... 1,381 1,070
Other..ecii e - 20

Totaloooiic e 301,381 301,090
Current maturitieS.....cccoovcvveeevvciieeeeieeeee (534) (320)
Long-term debt.........ccovvevceevcieeieeeee $300,847 $300,770

During fiscal 1997, the Company issued $150.0 arilin 6.72% Senior Notes due in the year 2004 disd$ million in 6.91% Senior Notes
due in the year 2007. The Senior Notes are unsggmeeral obligations of the Company that rank paréity with all other unsecured and
unsubordinated indebtedness of the Company thatmaywtstanding.

5. COMMITMENTS

In December 1996, the Company entered into a sgr@nmaster lease facility which provides for tbastruction or purchase of up to $15
million of property and improvements to be leasethe Company. In May 1998, this facility was irased by $32.0 million to a total of
$182.0 million. Rent is payable quarterly in areeaver a term of seven years. The Company's oldigatinder the lease facility initially are
collateralized
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by a forward contract to sell 36,000,000 shargh®fCompany's Common Stock at $4.42 per shareaglrgtion, subject to adjustments over
time. The forward contract has a stated maturitifeisruary 13, 2003. The buyer may complete theisalertain circumstances as defined by
the forward contract. The Company may, at its eptamytime during the lease term substitute otbBateral such as U.S. treasury securities.
The Company may, at its option, purchase the lepsgaerties during the term of the lease at appnatély the amount expended by the
lessor to construct or purchase such propertighemevent that the Company does not exercisalitshpase option, the Company has agree¢
guarantee that the properties will have a specifs@iual value which will be determined at theskeaception date for each property. As of
May 31, 2001, approximately $167.6 million of thaster lease facility had been utilized. As of My 3001, the general terms of the $182.0
million master lease facility call for a residualagantee of the leased property equal to 85% afriggnal cost. As the net present value of the
minimum lease payments, including this 85% residualrantee, was less than 90% of the fair valubefease property at the inception of
the lease, these leases have been classified etingdeases.

In September 2000, the Emerging Issues Task FUEtER") issued EITF issue No. 00-19, "Accounting ferivative Financial Instruments
Indexed to and Potentially Settled in, a Compa@yis Stock." During the third quarter of fiscal 20@ie Company modified the forward
contract mentioned in the previous paragraph timlwempliance with its requirements. The modifioas, which allow the Company to
continue to account for such forward contract as@uity instrument instead of being classified mssset or liability contract requiring it to
be marked to fair value through earnings each depamarily consist of a provision to permit ther@pany to settle in unregistered shares
and the removal of collateral requirements.

As of May 31, 2001, future minimum annual leaserpagts of the master lease facility on completegerties are as follows:

Year Ended May 31, (in thousands)

2002....ciiiii e e, $ 8,885

2003, i e, 4,443
1o - | POPPP $13,328

Additional facilities and certain furniture and gguent are leased under operating leases. As of3Mag001, future minimum annual lease

payments (excluding the master lease facility dised above and the lease payments related tolizgaltéacilities discussed in Note 2) are
follows:

Year Ended May 31, (in thousands)
2002, e, $103,608
2003, .o e, 88,250
2004 ..o e, 72,611
2005. .. e, 49,538
2006.....ccciiiiiiieiie e e, 35,180
2007 and thereafter..........ccooeevvvvvvvveene. 158,397
1o - | OOOPPIO $507,584

Rent expense was $240.7 million, $259.9 million §8d0.4 million for fiscal years 2001, 2000 and 99%et of sublease income of
approximately $11.4 million, $1.9 million and $40llion, respectively. Certain of the Company'ssieagreements contain renewal options
providing for an extension of the lease term. Galhgrthe renewal lease rates range between 85% @0 of the fair market lease rates as
determined at the end of the initial lease period.
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6. SUBSIDIARY STOCK TRANSACTIONS
Oracle Japan

In February 1999, Oracle Japan, a majority-owndssisliary, issued and sold 4,570,000 shares of camstark at approximately $57 per
share in an initial public offering in Japan. Imeection with this offering, Oracle Japan receigasgh proceeds of $248.8 million, net of
issuance costs of $13.8 million. The Company's @sltip interest in Oracle Japan was reduced froma30.to 84.94% following the issuar
and sale of the aforementioned shares. The Comeanyded a credit to stockholders' equity of $138illion, net of deferred taxes of $73.7
million, reflecting the increase in its share o thet assets of Oracle Japan related to the sftaiing.

In February 1999, subsequent to the initial publfering, the Company sold 250,000 of its existi#figres of Oracle Japan's common stock at
approximately $99 per share. In connection with #ale, the Company received cash proceeds of ##bién. The Company's ownership
interest in Oracle Japan was reduced from 84.9484 %59% following the sale of the aforementionedrsh. The Company recorded a gain
from this sale of $24.5 million, which is includednet investment gains related to equity securitiethe accompanying consolidated
statements of operations.

In April 2000, Oracle Japan issued and sold 250gb@0es of its common stock at approximately $&tXhpare in a public offering. As a
result of the issuance of new shares and the $abesiing shares, the Company's ownership inténeGracle Japan was reduced from
84.59% to 74.16%. The Company has recorded a dreglibckholders' equity in the amount of $88.7iomil net of deferred taxes of $48.8
million, reflecting the increase in its share o thet assets of Oracle Japan related to the sftaring. Separately, the Company sold
8,700,000 shares in Oracle Japan, resulting inraaj@6.5 billion and related taxes of $2.5 biflio

Liberate Technologies

In April 1999, Liberate, a then majority-owned siglisry of the Company, issued and sold 5,208,328eshof its preferred stock at
approximately $9.60 per share to third partiesetale received cash proceeds of $47.0 millionphetsuance costs of $3.0 million. The
Company's ownership interest in Liberate was reddicam 70.11% to 59.20% following the offering.danjunction with this sale, the
Company recorded a credit to stockholders' eqoithé amount of $26.9 million, net of deferred &ré$17.6 million, reflecting the increase
in its share of the net assets of Liberate reltidtle stock offering.

In July 1999, Liberate issued and sold 6,701,0%0eshof common stock at approximately $16 per simaaa initial public offering. In
connection with this offering, Liberate receiveditgroceeds of $98.0 million, net of issuance cok$9.2 million. The Company's
ownership interest in Liberate was reduced fron26% to 48.24% following the offering. As a resultlee offering, the Company recorded a
credit to stockholders' equity in the amount of $3hillion, net of deferred taxes of $19.7 milligeflecting the increase in its share of the
assets of Liberate related to the stock offeringaddition, effective July 1, 1999, the Companyaretp account for its ownership interest in
Liberate using the equity method of accounting.

In February 2000, Liberate issued and sold 2,8@0gb@res of common stock at approximately $10&bpare in a public offering. As a result
of the offering, the Company recorded a credittézlholders' equity in the amount of $73.6 millioet of deferred taxes of $46.1 million,
reflecting the increase in its share of the ne¢t@ssf Liberate related to the stock offering. Sefmy, the Company sold 4,274,703 shares in
Liberate, resulting in a gain in the amount of $&3illion and related taxes of $166.3 million.

During fiscal 2000, Liberate and another of the @any's subsidiaries entered into a number of ahaity transactions that resulted in an
increase in the Company's share in their net asiets result of these
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transactions, the Company recorded an additioralittto stockholders' equity, net of deferred takeshe amount of $94.8 million.

In January 2001, the Company created an irrevocalse (the "Liberate Trust") to hold all the Compa shares (the "Liberate Shares") of
Liberate. The trustees of the Liberate Trust most ¥he Liberate Shares in the same proportionl #sesother stockholders of Liberate
(determined as of the last business day priorltibberate Stockholders' Meeting or the earliest tthereafter that the voting results are
provided to the Trustee). The Company controlgithang of the sales of the Liberate Shares, sulifeatstandstill agreement with Liberate
and the trustee of the Liberate Trust, and recdlvegroceeds of any such sales. The Liberate Teusinates only after all shares have been
sold. The standstill agreement prohibits the Corgggeom acquiring any common shares or voting shafdsberate or other securities or
rights convertible or exchangeable for such shaneklimits the Company's ability to sell the Likter&hares to (1) sales in compliance with
the volume and manner of sale limitations of Ruléd linder the Securities Act, (2) sales pursuaatfion commitment, underwritten
distribution to the public, (3) sales to a persdrowvill own 10% or less of the total voting powéiLiberate after such sale or (4) sales
pursuant to a tender or exchange offer to the hilgestockholders that is not opposed by Liber&ead of Directors. The standstill
agreement terminates two years after the terminatighe Liberate Trust or sooner if Liberate isstilved, liquidated or wound up,
substantially all Liberate's assets are sold otrareentity acquires Liberate by merger or consdiah. Effective February 1, 2001, the
Company began to account for its ownership intérekiberate as available for sale securities urgeAS No. 115, "Accounting for Certain
Investments in Debt and Equity Securities." As afyM81, 2001, the Company's ownership interestlieldte was approximately 32%.

7. EARNINGS PER SHARE

Basic earnings per share is computed by dividirignmeme for the period by the weighted average lmemof common shares outstanding
during the period. Diluted earnings per share mmated by dividing net income by the weighted ageraumber of common shares plus the
dilutive effect of outstanding stock options andr&ls issuable under the employee stock purchasepthforward contract to sell 36.0

million shares of the Company's Common Stock (seie 8 of Notes to Consolidated Financial Staten)arsisig the treasury stock method.
Approximately 66.9 million outstanding stock optiowere excluded from the calculation of dilutedh@#ags per share for fiscal 2001 because
they were anti-dilutive. However, these optionsiddae dilutive in the future.

On October 12, 2000, the Company effected a tweasfar stock split in the form of a common stock dénd to stockholders of record as of
September 25, 2000. All per share data and nundi€@emmon shares, where appropriate, have beeractively adjusted to reflect the
stock split.

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

Y ear Ended May 31,
(in thousands, except per share data) 2001 2000 1999
Net inCome.......cooveveeriereriienns $2,561,0 96 $6,296,803 $1,289,758
Weighted average common shares
outstanding..........cccceeeviiennnnn. 5,596,7 21 5,678,839 5,782,352
Dilutive effect of employee stock plans
and forward contract..................... 268,0 85 317,003 154,548

Diluted weighted average common shares
outstanding.......c.ceeeerieneennns 5,864,8 06 5,995,842 5,936,900

Basic earnings per share.................. 0. 46% 1.11% 0.22

0. 4% 1.05% 0.22

Diluted earnings per share
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The net income amount for fiscal 2000 included frdax amount of $4.2 billion, which relate primartty gains on sale of existing share:
Oracle Japan and Liberate. Excluding the effectbede transactions, the diluted earnings per shanéd have been $0.34.

8. STOCKHOLDERS' EQUITY
Stock Option Plans

In fiscal 1992, the Company adopted the 1991 Loag¥ilEquity Incentive Plan (the "1991 Plan"), whpslvides for the issuance of non-
qualified stock options and incentive stock opticaswell as stock purchase rights, stock appieniaights (in connection with options), and
long-term performance awards to eligible employe&ters and directors of the Company. Under #rens of this plan, options to purchase
1,412,500,000 shares of Common Stock were resdovessuance, generally are granted at not lessfiiamarket value, become exercis:
as established by the Board of Directors (generaligbly over four years), and generally expireytears from the date of grant. As of May
31, 2001, options to purchase 434,522,232 shar€smwimon Stock were outstanding, of which 194,148 &®ares were vested. No options
for shares were available for future grant underptan at May 31, 2001. The Company did not issiyeséock purchase rights, stock
appreciation rights or long-term performance awamtser this plan.

In fiscal 2001, the Company adopted the 2000 Loag¥ilEquity Incentive Plan (the "2000 Plan"), whprbvides for the issuance of non-
qualified stock options and incentive stock opticaswell as stock purchase rights, stock appieniaights (in connection with options) and
long-term performance awards to eligible employeéers, independent consultants and directotb®Company. Under the terms of the
2000 plan, options to purchase Common Stock gdpena granted at not less than fair market vabeepme exercisable as established b
Board of Directors (generally ratably over four ggaand generally expire ten years from the daggant. On October 16, 2000, the 1991
Plan was retired for future awards and the numbshares of Common Stock remaining available fangunder the 1991 Plan, 545,347,455
shares, were transferred to the 2000 Plan whidaceg the 1991 Plan with respect to future awdfd@sy shares reserved for an outstanding
award under the 1991 Plan are forfeited, repurchameany such award otherwise terminates withquayanent being made to the participant
in the form of stock, such shares underlying suehrd will also become available for future awardsder the 2000 Plan. As of May 31, 20
an additional 21,783,574 shares had been trandféom the 1991 Plan and approximately 564,678gt#283es of Common Stock are
available for future awards. As of May 31, 2001ti@ms to purchase 2,452,600 shares of Common S$teck outstanding, none of which
were vested. To date, the Company has not issuestack purchase rights, stock appreciation right®ng-term performance awards under
this plan.

In fiscal 1993, the Company's Board of Directorspgdd the 1993 Directors Stock Option Plan (the3LBirectors Plan"), which provides
for the issuance of non-qualified stock optionstitside directors. Under the terms of this plartioms to purchase 20,250,000 shares of
Common Stock were reserved for issuance, are grateot less than fair market value, become esalpbé over four years, and expire ten
years from the date of grant. Under the terms @flth93 Directors Plan, all grants of options tachase shares of the Company's Com
Stock are automatic and nondiscretionary. Eaclviddal who becomes an outside director shall autwaldy be granted options to purchase
120,000 shares. The 1993 Directors Plan also pesviok subsequent stock option grants. On May 3aoh year, each outside director will
be granted options to purchase 60,000 shares @dhgany's Common Stock, provided that on suchttateutside director has served on
the Company's Board of Directors for at least sonths. In addition, in lieu of the grant of an optito purchase 60,000 shares of Common
Stock, each outside director who has served a€hlagrman of the Executive or Finance and Audit Catte® of the Company's Board of
Directors will be granted options to purchase 180,6hares of Common Stock on May 31 of each yeavjged that the outside director has
served as a
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Chairman of any such committee for at least one.yeaddition, an outside director, who is the @an of the Committee on Compensa
and Management Development of the Company's Bddbirectors and who has served on such Committeatfteast one year, will be
granted options to purchase 150,000 shares of Con8taxrk on May 31 of each year beginning May 3B8L%s of May 31, 2001, options
to purchase 4,679,738 shares of Common Stock westanding, of which 2,753,738 were vested. Optfon40,603,364 shares were
available for future grant under this plan at Mdy 3001. On August 8, 2001, the 1993 Directors Rlas amended to reduce the number of
shares included in each of the above describedmptiants to the outside directors by one thirde TB93 Directors Plan was also amende
change the grant to the outside director who hagdeas Chairman of the Executive or Finance anditATommittee of the Company's Boi
of Directors to require such director to be thei@han of both such Committees and, in lieu of trengof an option to purchase 40,000
shares of Common Stock, each outside director valsoshrved as the Vice Chairman of the Finance amit £ommittee of the Company's

Board of Directors will be granted options to puask 60,000 shares of Common Stock on May 31 of yeaah provided that the outside
director has served in such capacity for at leiashenths.

The following table summarizes stock option plativity:

Shar es Under Weighted Average
O ption  Exercise Price
Balance, May 31, 1998............ccccecune.. 414 775,728 $2.89
Granted.........cccvevveiirieiiiieeiens 168 ,013,432 4.47
Exercised........ccoooviiiiiiiiiennnn. (67 ,023,120) 2.34
Canceled.........cccooevieiiiiienns (35 ,384,020) 3.83
Balance, May 31, 1999.........ccccceeeveennen. 480 ,382,020 $3.45

Granted................ .. 257 ,319,218 15.37
Exercised.. ... (200 ,821,880) 2.99
Canceled........cccceeveveveeeeiniiinnnnn, (44 ,466,324) 5.61
Balance, May 31, 2000............cccceeeeen. 592 ,413,034 $8.55
Granted.........ccoovviieeeenieceee 13 ,017,680 36.41
Exercised..........covvvviiriiiiinnennn. (109 ,491,047) 3.18
Canceled.......cccoceeveveveeieiniiinnnn, (54 ,285,097) 9.66
Balance, May 31, 2001..........cccceeeneneen. 441 ,654,570 $10.56

As of May 31, 2001, the Company had reserved 19883363 shares of Common Stock for the exercisptibns. The range of exercise
prices for options outstanding at May 31, 2001 $@42 to $45.60. The range of exercise prices tipos is due to the fluctuating price of
the Company's stock over the period of the grants.
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The following table summarizes information abowic&toptions outstanding at May 31, 2001:

Weighted
Average
Number Weigh ted Number Exercise
Outstanding  Weighted  Avera ge Exercisable Price of
Range of as of Average Remaining Exerc ise asof Exercisable
Exercise Price 5/31/01 Contractual Life Pric e 5/31/01 Options
$0.12--$3.68 55,190,863 3.93 $2. 21 47,360,485 $2.06
$3.69--$3.79 51,328,085 5.65 $3. 77 38,324,773 $3.76
$3.82--$4.08 61,281,440 6.68 $4. 03 29,561,125 $3.99
$4.10--$ 6.05 45,493,850 6.45 $4. 69 33,841,604 $4.64
$6.22--$6.88 141,831,566 7.97 $ 6. 86 30,345,327 $6.85
$7.29--$40.75 28,236,399 8.52 $18. 74 6,122,076 $15.09
$40.81--$40.81 51,983,741 8.78 $40. 81 11,251,767 $40.81
$40.97--$43.44 6,112,026 8.72 $41. 38 93,574 $41.76
$45.47--$45.47 99,400 9.25 $45. 47 - -
$45.60--$45.60 97,200 9.27 $45. 60 -
$0.12--$45.60 441,654,570 7.00 $10. 56 196,900,731 $6.50

Stock Purchase Plan

In October 1987, the Company adopted an EmployeekSturchase Plan (the "1987 Purchase Plan") amdved 324,000,000 shares of
Common Stock for issuance thereunder. In Septedf#2, the plan was amended to reserve an additiénaP5,000 shares of Common
Stock. The 1987 Purchase Plan was terminated oter@bpr 30, 1992 and the remaining shares becanilatdgegor issuance under the 1992
Purchase Plan.

In August 1992, the Company adopted the EmployeekS®urchase Plan (1992) (the "1992 Purchase Plao'giate 405,000,000 shares of
Common Stock have been reserved for issuance tdgeuJnder the stock purchase plan, the Companydoyees may purchase shares of
Common Stock at a price per share that is 85%eofetbser of the fair market value as of the begoir the end of the semi-annual option
period. Through May 31, 2001, 239,764,513 shardsdean issued and 165,235,487 shares were redenfedure issuances under this plan.

During fiscal 2001, 2000 and 1999, the Companyed762,138, 26,057,212 and 36,118,540 shargmeatdgely, under the 1992 Purchase
Plan. If the Company had elected to recognize ¢imepensation cost based on the fair value of thd@rmag's purchase rights, the cost would
have been estimated using the Black-Scholes mafthl the following assumptions for each of the tsiw-month periods in fiscal 2001, 2000
and 1999: (i) dividend yield of zero percent fdrg@riods, (ii) expected life of one-half year fdf periods,

(iii) expected volatility of 76%, 67%, and 48% a(in) risk-free interest rates within a range of 246.29%. The weighted-average fair value
of each purchase right granted in fiscal 2001, 22901999 was $14.43, $3.10 and $1.60 per shaggctvely.

Shareholder Rights Plan

On December 3, 1990, the Board of Directors adoptS8tiareholder Rights Plan. The Shareholder RRjlats was amended and restated on
March 31, 1998 and subsequently amended on March92®. Pursuant to the Shareholder Rights PlanCtimpany distributed Preferred
Stock Purchase Rights as a dividend at the raba@Right for each share of the Company's CommockSteld by stockholders of record as
of December 31, 1990. The Board of Directors algbarized the issuance of Rights for each shaf@oofimon Stock issued after the
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record date, until the occurrence of certain sjestiévents. The Shareholder Rights Plan was adéptevide protection to stockholders in
the event of an unsolicited attempt to acquireGbepany. As a result of stock splits effected iy @ompany, each share of Common Stock
now has associated with it one-sixth of a right.

The Rights are not exercisable until the earliefi)aen days (or such later date as may be detexunby the Board of Directors) following an
announcement that a person or group has acquiregfibi@l ownership of 15% of the Company's Commuock or (ii) ten days (or such later
date as may be determined by the Board of Directoliswing the announcement of a tender offer vahigould result in a person or group
obtaining beneficial ownership of 15% or more af ompany's outstanding Common Stock, subjectrtaineexceptions (the earlier of such
dates being called the "Distribution Date.") Th@lRs are initially exercisable for one-six thousaegien hundred fiftieth of a share of the
Company's Series A Junior Participating PreferrediSat a price of $125 per one-six thousand séverred fiftieth of a share, subject to
adjustment. However, if (i) after the Distributibate the Company is acquired in certain typesasfdactions, or (ii) any person or group
(with certain exceptions) acquires beneficial ovghgy of 15% of the Company's Common Stock, theddrsl of Rights (other than the 15%
holder) will be entitled to receive upon exerci$¢he Right, Common Stock of the Company (or in¢hse of acquisition of the Company,
Common Stock of the acquirer) having a market valusvo times the exercise price of the Right.

The Company is entitled to redeem the Rights, @000®148 per Right, at the discretion of the BodrBicectors, until certain specified times.
The Company may also require the exchange of Rightsrate of one and one-half shares of CommaockStor each Right, under certain
circumstances. The Company also has the abiligntend the Rights, subject to certain limitations.

Stock Repurchases

The Company's Board of Directors has approveddparchase of up to 1,096.0 million shares of Com@imtk to reduce the dilutive effect
of the Company's stock plans. Pursuant to thisrodyase program, the Company has repurchased atdt#l75.9 million shares for
approximately $12.1 billion. In addition to the 20nillion shares available for repurchase, in ARfiD1, the Board of Directors authorized an
additional $3.0 billion for repurchases. In fis2801, 2000, and 1999, the Company purchased 142@5490,741,854, and 218,626,076
shares of the Company's Common Stock, respectiVbly.amounts paid were approximately $4.3 billl®.3 billion, and $1.1 billion, in

fiscal 2001, 2000 and 1999, respectively.

Stock Warrants

During fiscal 1999 and fiscal 1998 the Companypas of its authorized stock repurchase progrard, jgat warrants and purchased call
options through private placements with institusibimvestors. The transactions were exempt undetid®e4(2) of the Securities Act. The put
warrants, if exercised, would entitle the holdesétl one share of Common Stock to the Companyspeaified price. Similarly, the call
options entitle the Company to buy, on a specifiag, one share of the Company's Common Stockeafied price. As of May 31, 2001,
the Company had no outstanding put warrants orgaibns. During fiscal 2001, the Company exercisaltloptions for 4,000,000 shares at
an average price of $6.52. The 4,000,000 sharasdteled in the repurchased shares discussed above

Accounting for Stock-Based Compensation

Pro forma information regarding net income and ie@sper share is required by SFAS No. 123. TH@rimation is required to be determir
as if the Company had accounted for its employeekgburchase plan and employee stock options giantesequent to May 31, 1996 under
the fair value method of that statement.
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The fair value of options granted for fiscal yeansling May 31, 2001, 2000 and 1999 reported belaswieen estimated at the date of grant
using a Black- Scholes option pricing model wita fbllowing weighted average assumptions:

Year Ended Ma

Employee Stock Options 2001 2000

Expected life from vest
date (in years):

Employees............... 0.33 0.
Officers and directors.. 0.21-6.01 0.52-6.
Risk-free interest rates.. 4.09-6.56% 5.28-6.
Volatility................ 76.00%  67.
Dividend yield............ - -

The Black-Scholes option valuation model was develo
the fair value of traded options that have no vesti

fully transferable. In addition, option valuation m
highly subjective assumptions, including the expect
The Company's options have characteristics signific
of traded options, and changes in the subjective in
materially affect the fair value estimate. Based up

the weighted average fair value of employee stock o
fiscal 2001, 2000 and 1999 was $18.86, $7.84 and $1
respectively.

For purposes of pro forma disclosures, the estimate

is amortized over the options' vesting period. Had

and stock purchase plan been accounted for under SF
earnings per share would have been reduced to the f

Year Ended Ma

(in thousands, except per

share data) 2001 2000

Net income

As reported............. $2,561,096 $6,296,8
Pro forma............... $2,107,811 $5,935,8
Earnings per share

BasiC........couenee. $ 046 3% 1
Diluted................. $ 044 3% 1

Pro forma Basic......... $ 038% 1

45 0.59

31 0.66-6.17
72% 4.5-5.7%
00%  48.00%

ped for use in estimating
ng restrictions and are
odels require the input of
ed stock price volatility.
antly different from those
put assumptions can

on the above assumptions,
ptions granted during

.73 per share,

d fair value of the options

the Company's stock option
AS No. 123, net income and
ollowing pro forma amounts:

03 $1,289,758
34 $1,163,601

11$ 022
05 $ 0.22
05 $ 0.20
99 ¢ 0.20

The effects of applying SFAS No. 123 on pro fornszldsures of net income and earnings per sharésfal 2001, 2000 and 1999 are not
likely to be representative of the pro forma eféemh net income and earnings per share in futuaesyfer the following reasons: 1) the
number of future shares to be issued under theses j8 not known, 2) the assumptions used to deterthe fair value can vary significantly.

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

Year Ended May 31,

(in thousands) 2001 2000 1999

DOMESLIC. ..o $2,661, 298 $ 9,269,069 $1,301,712

FOreign......ccoveieeneenice e 1,309, 932 854,365 680,366
Total oo $3,971, 230 $10,123,434 $1,982,078
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The provision for income taxes consists of theofwlhg:

Y ear Ended May 31,
(in thousands) 2001 2000 1999
Current provision:
Federal.......cccoooiiiiiiiiineen. $ 954, 115 $3,002,644 $306,558
State...... w119, 095 543,936 96,161
Foreign......ccccvvveeeeeeeiieiiis 495, 612 313,245 287,321
Total current.........cccceeeeveennee. 1,568, 822 3,859,825 690,040
Deferred provision (benefit):
Federal.......ccccoooveiniiiiiieennn, (138, 780) (5,160) 29,468
State...coveeiieeee e (11, 492) (21,652) (13,700)
Foreign.......cccoceeiiiiiinen. (8, 416) (6,382) (13,488)
Total deferred..........ccceevvennne (158, 688) (33,194) 2,280
Total oo $1,410, 134 $3,826,631 $692,320

The provision for income taxes differs from the amibcomputed by applying the federal statutory tatdtne Company's income before taxes
as follows:

Yea r Ended May 31,
(in thousands) 2001 2000 1999
Tax provision at statutory rate.......... $1,389,93 1 $3,543,202 $693,727
State tax expense, net of federal
benefit.......ccooiiiiiiiis 103,97 6 339,485 42,589

... $1,410,13 4 $3,826,631 $692,320
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The components of the deferred tax assets anditiiedias reflected on the balance sheet, conét$te following:

Year Ended May 31,

(in thousands) 2001 2000
Deferred tax liabilities:
Unrealized gain on stock............ccccccueeene ... $(317,953) $(291,211)
Capitalized software development costs........... ... (29,215) (35,179)
Total deferred tax liabilities................. ... (347,168) (326,390)
Deferred tax assets:
Reserves and accruals...........cccoccoeeennnes ... 214,365 228,682
Differences in timing of revenue recognition..... ... 157,862 163,961
Depreciation and amortization.................... ... 112,185 91,688
Foreign tax creditS.........cccceeviiieennnne .. 74,847 2,601
Employee compensation and benefits............... ... 65,776 57,662
Other tax assets.........ccoecvveeeviveerennnns ... 51,465 63,597
Total deferred tax assets.........cccccceeueee ... 676,500 608,191
Valuation allowance..............ccoceevvvvnnns ... (8,348) (12,723)
NEL .ot ... $320,984 $ 269,078
Recorded as:
Prepaid and refundable income taxes.............. .. $272,742 $212,829
Long-term prepaid income taxes....... . 376,030 322,379

Deferred income taxes..........ccccoeuvveeennnee ... (327,788) (266,130)

$ 320,984 $ 269,078

The Company provides U.S. income taxes on the mgsrof foreign subsidiaries, unless they are cemsitipermanently invested outside the
U.S. As of May 31, 2001, the cumulative amountarihéngs upon which U.S. income taxes have not peevided are approximately
$1,407.9 million. At May 31, 2001, the unrecogniziederred tax liability for these earnings is apqmately $248.7 million.

Certain foreign subsidiaries of the Company haveoperating loss carry- forwards at May 31, 2001aling approximately $51.0 million,
which may be used to offset future taxable incofifmse carry-forwards expire at various dates; 8iilin in 2002, $5.7 million in 2003,
$5.4 million in 2004, $1.1 million in 2005, $22.4llon in 2006, $1.9 million in 2007 and the remiaig balance of $12.9 million has no
expiration.

The Company's federal tax returns have been exanbin¢he IRS for all years through 1995. The IRS &ssessed taxes for years 1988
through 1995 that the Company is contesting in Cayrt. The IRS is examining the Company's U.S.imedax returns for 1996 through
1999. Management does not believe that the outafriese matters will have a material adverse effadche Company's consolidated res
of operations or consolidated financial positioee(®ote 11).

10. SEGMENT INFORMATION

SFAS No. 131, "Disclosures about Segments of aarfrise and Related Information," established stedwlfor reporting information about
operating segments in the Company's financial istamgs. It also established standards for relatsclatures about products and services, and
geographic areas. Operating segments are
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defined as components of an enterprise about wa@phrate financial information is available tha#valuated regularly by the chief operat
decision maker, or decision making group, in dexjdiow to allocate resources and in assessingrpaaface. The Company's chief operating
decision maker is the Chief Executive Officer af thompany.

The Company is organized geographically and bydineusiness. The Company has four major line afrimss operating segments: license,
support, education and consulting. The Companyalsduates certain subsets of business segmept®dyct categories. While the Chief
Executive Officer of the Company evaluates resales number of different ways, the line of businesmagement structure is the primary
basis for which allocation of resources and finahperformance are assessed.

The license line of business is engaged in thedicgy of information management software. Informmatinanagement software can be
classified into two broad categories: systems safvand business applications software. Systemsa@f includes database management
software, application server software and develaprols. Business applications software includeth Enterprise Resource Planning and
Customer Relationship Management applications.stipport line of business provides customers witlide range of support services that
include on-site support, telephone or internet s€te support personnel, as well as software updatee education line of business provides
both media-based and instructor-led training tdamsrs on how to use the Company's products. Theutting line of business assists
customers in the implementation of applicationsldasn the Company's products.

The accounting policies of the line of businessrafieg segments are the same as those describleel summary of significant accounting
policies. The Company does not track assets byatipgrsegments. Consequently, it is not practizahiow assets by operating segments.
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The following table presents a summary of operasiegments:(/1/)

Ye ar Ended May 31,

(in thousands) 2001 2000 1999
License:

Revenues from unaffiliated

customers(/2/).........ccoeeeueenn. $ 4,650,50 0 $ 4,382,941 $3,651,521

Distribution expenses.... 2,040,10 6 2,021,212 2,126,407

Depreciation expense....... 25,06 2 35421 38,491

Distribution margin(/3/).............. $ 2,585,33 2 $ 2,326,308 $1,486,623
Support(/4/):

Revenues from unaffiliated

customers(/2/)......ccccceeeeeueenne $ 3,568,92 8 $ 2,978,772 $2,342,318

Distribution expenses.... 627,67 3 721,729 622,661

Depreciation expense....... 16,65 9 22,456 20,048

Distribution margin(/3/).............. $2,924,59 6 $ 2,234,587 $1,699,609
Education:

Revenues from unaffiliated

customers(/2/)........cccoueeeueenn. $ 482,54 7% 529,321$ 497,887

Distribution expenses................. 277,99 2 300,303 360,812

Depreciation expense.................. 5,47 1 9,889 12,820

Distribution margin(/3/).............. $ 199,08 4$ 219,129 $ 124,255
Consulting:

Revenues from unaffiliated

customers(/2/)........cccoueeeuneenn. $2,157,69 7 $ 2,239,093 $2,335,526

Distribution expenses.... ... 1,654,55 1 1,673,716 1,795,069

Depreciation expense.................. 26,63 0 35415 33,916

Distribution margin(/3/).............. $ 476,51 6% 529,962 $ 506,541
Totals:

Revenues from unaffiliated

customers(/2/)......ccccceeeeeunenn. $10,859,67 2 $10,130,127 $8,827,252

Distribution expenses................. 4,600,32 2 4,716,960 4,904,949

Depreciation expense.................. 73,82 2 103,181 105,275
Distribution margin(/3/) $ 6,185,52 8 $ 5,309,986 $3,817,028

(/2/For business and management evaluation pusptse Company from time to time changes the upihgristructure for its operating
segments. Although not materially different, seghtiia related to prior periods were reclassifeedrequired by SFAS No. 131, to conform
to the current organizational structure.

(/2hOperating segment revenues differ from themdl reporting classifications due to certaindse products which are classified as
services revenues for management reporting purposes

(/3N The distribution margins reported reflect ottig direct controllable expenses of each lineusfitess and do not represent the actual
margins for each operating segment since they toordain an allocation for product development erfidrmation technology, marketing
and partner programs, and corporate and generadmahistrative expenses incurred in support ofitieof business.

(/4 Support includes update rights which, in dertectors of the software industry such as theriklwrap sector," would typically be
classified as license revenue.
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Profit reconciliation
Year E
(in thousands) 2001
Total distribution margin for
reportable segments................ $6,185,528 $
Product development and information
technology expenses................ (1,512,000)
Marketing and partner program
EXPENSES.....vvvieeeririaeeanis (458,262)
Corporate and general and
administrative expenses............ (353,302)
Net investment gains (losses)
related to equity securities....... (17,087)
Other income, net................... 126,353

License revenue by product

(in thousands) 2001

Systems software.............oceeeevnenne
Business applications..............c.c.....
Other revenues(/1/).................

Total license revenues

(/2/)Other revenues include documentation and réweous other revenues.

Geographic information

Ye
2001
Long Lived
(in thousands) Revenues Assets Re
USA.....cooiiiiie $ 5,541,568 $1,265,143 $ 5
.......... 866,113 165,413
439,853 11,256
766,042 52,317
325,131 4,692
278,016 30,529
Other Foreign
Countries.............. 2,642,949 537,660 2
Total............... $10,859,672 $2,067,010 $10

11. LEGAL PROCEEDINGS

nded May 31,

5,309,986 $ 3,817,028
(1,391,737) (1,061,042)
(404,845) (378,215)
(349,916) (445,110)

6,936,955 24,457
22,991 24,960

10,123,434 $ 1,982,078

Year Ended May 31,

663 $3,391,825 $2,945,226
220 923,204 645,497
617 67,912 60,798

500 $4,382,941 $3,651,521

ar Ended May 31,

2000 1999
Long Lived Long Lived
venues Assets Revenues Assets

,270,869 $1,394,936 $4,485,924 $1,381,562

779,672
473,118
603,687
304,581
243,273

,454,928

201,436 847,587 204,456

6,442 452,720 4,462
52,780 436,756 41,871
8,378 301,855 10,652
8,939 230,690 7,783

520,534 2,071,720 161,594

,130,128 $2,193,445 $8,827,252 $1,812,380

Shareholder class actions were filed in the Un8tates District Court for the Northern District@alifornia against the Company and its
Chief Executive Officer on and after March 9, 2081Iconsolidated amended complaint adding the (iigdincial Officer and an Executive
Vice President as defendants was filed on Augug081. The consolidated amended complaint is brooigibehalf of purchasers of the stock

of the Company during the period December 15, 28608ugh March 1, 2001. Plaintiffs allege that tledeshdants made false and misleading
statements about the Company's actual and expictedial performance and the

48



ORACLE CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Contin ued)
May 31, 2001

performance of certain of its applications prodpetsile certain individual defendants were sell@dgmpany stock, in violation of Federal
securities laws. Plaintiffs further allege thattaér individual defendants sold Company stock whilpossession of material non-public
information. On June 20, 2001 the Court consolidiéite class actions into a single action and appdilead plaintiff and class counsel. The
Company believes that it has meritorious defengasat these actions and intends to vigorouslyrikteem.

Shareholder derivative lawsuits were filed in thgp&ior Court of the State of California, CountyS#n Mateo and County of Santa Clara on
and after March 12, 2001. Three similar sharehal@eivative lawsuits were filed in the Court of @lkary in the State of Delaware in and for
New Castle County. The derivative suits were bralighCompany stockholders, allegedly on behalhef €ompany, against all of t
Company's directors. The derivative plaintiffs géghat these directors breached their fiduciatieduo the Company by making or causing
to be made alleged misstatements about the Congpaawgnue, growth, and the performance of certaiits @applications products while
certain officers and directors sold Company stauk lay allowing the Company to be sued in the shadeh class actions. The derivative
plaintiffs seek compensatory and other damagegodisment of compensation received, and a dedarttiat the defendants breached their
fiduciary duties. The Company has not yet resporid¢dese complaints.

Shareholder class actions were filed in the Sup&aurt of the State of California, County of Saatlkb against the Company and its Chief
Financial Officer and former President and Chieefping Officer on and after December 18, 1997. dlhss actions were brought on behalf
of purchasers of the stock of the Company duriegpieriod April 29, 1997 through December 9, 1994infffs allege that the defendants
made false and misleading statements about the @uoytspactual and expected financial performancdewklling Company stock, in
violation of state securities laws. Plaintiffs fugt allege that the individual defendants sold Camypstock while in possession of material
non-public information. Discovery is ongoing in #eeactions. The Company believes that it has nmignite defenses to these actions and is
vigorously defending them.

A related shareholder derivative lawsuit was filedthe Superior Court of the State of Californiau@ty of San Mateo on November 17,
1998. The derivative suit was brought by Compangldiolders, allegedly on behalf of the Companyijregaertain of the Company's curr
and former officers and directors. The derivatilaniffs allege that these officers and directorsached their fiduciary duties to the
Company by making or causing to be made allegedtaiesments about the Company's revenue, growthjraanttial status while certain
officers and directors sold Company stock and bynaihg the Company to be sued in the shareholdesschctions. The derivative plaintiffs
seek compensatory and other damages, disgorgememnpensation received and temporary and permamgmnictions requiring the
defendants to relinquish their directorships. Omuday 15, 1999, the Court entered a stipulationaddr staying the action until further
notice.

The Company filed petitions with the United Stafex Court on July 29, 1998, challenging noticedeficiency issued by the Commissioner
of Internal Revenue that disallowed certain foresgles corporation commission expense deductides tay the Company in its 1988
through 1991 tax years and assessed additional faxéhose years in excess of $20 million, plusrest. In a separate action filed by
Microsoft Corporation, the Tax Court ruled on Semter 15, 2000, in favor of the Commissioner of iné& Revenue on the same legal issue
presented in the Company's case. If allowed talstal if followed by the Tax Court in the Compargase, the Microsoft ruling may be
dispositive of that issue in the Company's casecanttl result in additional Federal and State taye® $130 million, plus interest accruing
at applicable Federal and State rates, for thgeaxs at issue in the case and for the Companlyseguent tax filings. The Company filed a
motion requesting the Tax Court to certify the colting legal issue in its case for immediate appedhe Ninth Circuit Court of Appeals.
Thereafter, the Company's case was reassigned fodfe presiding in the Microsoft action and tlex Tourt issued an order staying the
Company's case until a final adjudication of thesdegal issue in the Microsoft action. The Compiatgnds to defend its position
vigorously and does not believe that the
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final outcome will have a material adverse effatits consolidated financial position, results pemtions or cash flows.

The Company is currently party to various legalggexdings and claims, either asserted or unasseiiéch arise in the ordinary course of
business. While the outcome of these claims camaqiredicted with certainty, the Company does etebe that the outcome of any of these
or any of the above mentioned legal matters wileha material adverse effect on the Company's t¢idased financial position, results of
operations or cash flows.
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SCHEDULE I

ORACLE CORPORATION
VALUATION AND QUALIFYING ACCOUNTS

Balance
at Additions Balance
Beginning Charged W rite- Translation at End
(in thousands) of Period to Operations offs  Adjustments of Period

Allowance for Doubtful

Accounts

Year Ended:

May 31, 1999.......... $195,609 $96,989 $ (73,736) $(1,766) $217,096
May 31, 2000.......... $217,096 $135,125 $ (71,973) $(8,045) $272,203
May 31, 2001.......... $272,203 $255,649 $( 116,065) $(8,482) $403,305
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, on August 10, 2001.

Oracle Corporation

/sl Lawrence J. Ellison
By:

Lawence J. Ellison, Chief
Executive Oficer

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

Name Title Date
/sl Lawrence J. Ellison Chief Execut ive Officer and August 10, 2001
Chairman of the Board of
Lawrence J. Ellison Directors
(Principal E xecutive Officer)
Isl Jeffrey O. Henley Executive Vi ce President, August 10, 2001
Chief Financ ial Officer and
Jeffrey O. Henley Director
(Principal F inancial Officer)
[s/ Jennifer L. Minton Senior Vice President and August 10, 2001
Corporate Co ntroller
Jennifer L. Minton (Principal A ccounting Officer)
Isl Jeffrey Berg Director August 10, 2001

Jeffrey Berg

/sl Michael J. Boskin Director August 10, 2001

Michael J. Boskin

/sl Jack F. Kemp Director August 10, 2001
Jack F. Kemp
/sl Kay Koplovitz Director August 10, 2001

Kay Koplovitz

/s/ Donald L. Lucas Director August 10, 2001

Donald L. Lucas

/sl Richard A. McGinn Director August 10, 2001

Richard A. McGinn
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EXHIBIT 4.05

COMMON STOCK COMMON STOCK NUMBER [LOGO] SHARES ORAE CORPORATION
INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWAR

THIS CERTIFICATE IS TRANSFERABLE SEE RE VERSE SIDE FOR CERTAIN
IN BOSTON, MA OR NEW YORK, NY DEFINI TIONS AND A STATEMENT OF
RIGHTS , PREFERENCES, AND PRIVILEGES

CUSIP 68389X 10 5
THIS CERTIFIES THAT

IS THE RECORD HOLDER OF
FULLY PAID AND NONASSESSABLE SHARES OF THE COMMON STOCK, $0.01 PAR VALUE, OF
ORACLE CORPORATION

transferable on the books of the Corporation byréiterd holder hereof in person or by duly authetiattorney upon surrender of this
certificate properly endorsed. This certificatedéd valid until countersigned and registered byTrensfer Agent and Registrar.

WITNESS the facsimile seal of the Corporation dmelfacsimile signatures of its duly authorized a#fs.

DATED:

------------------------- [ SEAL] /sl Lawence J. Ellison
Count er signed and Regi stered: Chai rman of the Board and Chi ef
Fl eet National Bank Executive Oficer
Transfer Agent and Registrar
BY /'s/ Dani el Cooperman

Aut hori zed Signature Secretary



ORACLE CORPORATION

A statement of the rights, preferences, privilegesi restrictions granted to or imposed upon thpeetive classes and series of the shares
authorized to be issued and upon the holders therap be obtained upon request and without chaxga the Corporation at its principal
executive office.

The following abbreviations, when used in the iig@n on the face of this certificate, shall bexstued as though they were written out in
full according to applicable laws or regulations:

TEN COM - as tenants in common UNIF GIFT MIN ACT - Custodian
TEN ENT - as tenants by the entireties (Cust) (Minor)
JT TEN - as joint tenants with right of survivors hip under Uniform Gifts to Minor s
and not as tenants in common Act
(State)

Additional abbreviations may also be used thougtimthe above list.

FLEET NATIONAL BANK
FORMERLY KNOWN AS BANKBOSTON, N.A.
AS THE SUCCESSOR RIGHTS AGENT

For Value Received, hereby sell, assigrtramdfer unto
PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

(PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS, INCLUBNG ZIP CODE, OF ASSIGNEE)

Shares of the Common Stpcksented by th

within Certificate and do hereby irrevocably congé and appoint

Attorney, to transfer the dagdes on the books of ti

within-named Corporation with full power of substibn in the premises.

Dated

Notice: The signature to this assignment must spord with the name as written upon the face ot#rgficate in every particular, witho
alteration or enlargement or any change whatevgnafure(s) Guaranteed By

THE SIGNATURE (S) SHOULD BE GUARANTEED BY AN ELIGIBE GUARANTOR INSTITUTION (BANKS, STOCKBROKERS,
SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS WIH MEMBERSHIP IN AN APPROVED SIGNATURE
GUARANTEE MEDALLION PROGRAM), PURSUANT TO S.E.C. RIE 17Ad-15.

This certificate also evidences and entitles tHddrchereof to certain rights as set forth in anefwhed and Restated Preferred Shares Rights
Agreement between Oracle Corporation and FleebNatiBank, formerly known as BankBoston, N.A., sliecessor rights agent, dated as of
March 31, 1998, as amended by Amendment Numbetrti@meto, dated as of February 8, 1999 (the "Rigateement"), the terms of which
are hereby incorporated herein by reference amgpw af which is on file at the principal executiwffices of Oracle Corporation. Under
certain circumstances, as set forth in the RiglgeeAment, such Rights will be evidenced by sepastiicates and will no longer be
evidenced by this certificate. Oracle Corporatiath mvail to the holder of this certificate a copf/the Rights Agreement without charge after
receipt of a written request therefore. Under ¢ertacumstances set forth in the Rights AgreemRights issued to, or held by, any Person
who is, was or becomes an Acquiring Person or dfiliade or Associate thereof (as such terms arfindd in the Rights Agreement), whet|
currently held by or on behalf of such Person oaby subsequent holder, may become null and "



EXHIBIT 10.02
ORACLE CORPORATION

1993 DIRECTORS' STOCK OPTION PLAN
(as amended and adjusted for stock splits througgust 8, 2001)

1. Establishment and Purpose.

(a) Establishment. There is hereby adopted the D3@®tors' Stock Option Plan (the "Plan" of OraClerporation, a Delaware corporation
(the "Company"). The Plan is intended to provideeans whereby eligible members of the Board ofddims of the Company may be given
an opportunity to purchase shares of Common StbttkeoCompany pursuant to options which are narded to qualify as incentive stock
options under Section 422 of the Internal Revenoge®f 1986, as amended.

(b) Purpose. The purpose of the Plan is to enakl€bmpany to attract and retain the best availadigiduals for service as members of the
Board of Directors of the Company, to provide aiddil incentive to such individuals while servirgydirectors, and to encourage their
continued service on the Board of Directors.

2. Definitions.

As used herein, the following definitions shall bpp

(a) "Board" shall mean the Board of Directors & @ompany.

(b) "Code" shall mean the Internal Revenue CodE986, as amended.

(c) "Committee" shall mean the Committee or Comemitreferred to in
Section 4 of the Plan. If at any time no Commighkell be in office, then the functions of the Contted specified in the Plan shall be
exercised by the Board.

(d) "Common Stock" shall mean the Common Stockl $&r value per share, of the Company.
(e) "Continuous Status as a Director" shall meanatbsence of any interruption or termination ofiseras a Director.
(f) "Director" shall mean a member of the Board.

(9) "Employee" shall mean any person, includingceff and Directors, who is an employee of the Camgpar any Subsidiary of the
Company, for purposes of tax withholding under@uele. The payment of a director's fee by the Comghall not be sufficient to and in of
itself to constitute "employment” by the Company.

(h) "Exchange Act" shall mean the Securities Exgieafict of 1934, as amended.
(i) "Fair Market Value" shall mean, as of any dakes value of Common Stock determined as follows:

(i) the last reported sale price of the Common IStifche Company on the Nasdaq National Markeif@w such reported sale takes place on
any such day, the average of the closing bid akeldagrices, or

(i) if such Common Stock shall then be listed amagional securities exchange, the last reportedséce or, if no such reported sale takes
place on any such day, the average of the closthgridl asked prices on the principal national sgesrexchange on which the Common
Stock is listed or admitted to trading, or

(iii) if such Common Stock shall not be quoted anfsNational Market nor listed or admitted to treglon a national securities exchange,
the average of the closing bid and asked price@sted by The Wall Street Journal for the over-tounter market, or

(iv) if none of the foregoing is applicable, thére tFair Market Value of a share of Common Stocl $ieadetermined in good faith by the
Committee at its discretiol



(j) "Option" shall mean an option to purchase shafeCommon Stock granted pursuant to the Plan.

(k) "Optioned Stock" shall mean the Common Stodieset to an Option.

(I) "Optionee" shall mean an Outside Director whogives an Option.

(m) "Outside Director" shall mean a Director whaat an Employee.

(n) "Parent" shall mean a "parent corporation" Wueenhow or hereafter existing, as defined in Sacfi24(e) of the Code.

(o) "Securities Act" shall mean the Securities 8&1933, as amended.

(p) "Share" shall mean a share of the Common S&xkdjusted in accordance with Section 13 of the.P

(q) "Significant Committees" shall mean the ExegaitCommittee and the Finance and Audit Committeth@Board.

(r) "Subsidiary" shall mean a "subsidiary corparati whether now or hereafter existing, as defime8Section 424(f) of the Code.
3. Shares Subject to the Plan.

Subject to the provisions of Section 13 of the Ptha maximum number of Shares which may be opti@me sold under the Plan is
20,250,000 shares of Common Stock. If an Optionregmr becomes unexercisable for any reason amddtebeen exercised in full, the
Shares subject to such Options shall become alailabfuture grant under the Plan. If Shares whigne acquired upon exercise of an
Option are subsequently repurchased by the Compaieh, Shares shall not become available for fugtmat under the Plan.

4. Administration of the Plan.

(&) Administrator. The Plan shall be administergdhe Board or by the Committee appointed by tharBpwhich shall consist of two or

more members of the Board. The Committee shaltsel®e of its members as chairman, and shall heletimgs at such times and places as it
may determine. A majority of the Committee shalstitute a quorum and acts of the Committee atvhiquorum is present, or acts redc

to or approved in writing by all the members oktBiommittee, shall be the valid acts of the Conamitt

(b) Powers of the Committee. Subject to the provisiand restrictions of the Plan, the Committed blaze the authority, in its discretion, to:
(i) determine the Fair Market Value of the Commaaocg; (ii) determine the exercise price per Shéiig;interpret the Plan; (iv) subject to
Section 14, amend the Plan or any Option; (v) aighany person to execute on behalf of the Compauyyagreements or other documen
connection with the grant of an Option under thenP|

(vi) approve forms of agreement for use under the;Rand (vii) make all other determinations deemedessary or advisable for the
administration of the Plan.

(c) Effects of Committee's Decision. All decisiodsterminations and interpretations of the Commisteall be final and binding on all
holders of any Options granted under the Plan.

5. Option grants.

(a) Automatic Grants. All Grants of Options Hereendhall be automatic and nondiscretionary and bleahade strictly in accordance with
the provisions of this Section 5. No person shallehany discretion to select which Outside Direxgirall be granted Options or to determine
the number of Shares to be covered by Options ggawt Outside Directors.

(b) Initial Grants. Each individual who becomesCauttside Director after August 8, 2001, as of thte aen



which such person becomes an Outside Director bhajranted automatically an Option to purchas@®Dshares.
(c) Subsequent Grants.

(i) On May 31 of each year after May 31, 2001, e@citside Director shall be granted automaticallypption to purchase 40,000 shares,
provided that on such date the Outside Directorseaged on the Board for at least six months.

(i) On May 31 of each year commencing May 31, 2G&th Outside Director that is the Chairman oh&ignificant Committees shall be
granted automatically an Option to purchase 120gb@0es, provided that on such date the Outsidecioir has served as the Chairman of
both Significant Committees for at least one y&ais grant of 120,000 shares shall be in lieu af aot in addition to the options granted
under Section 5(c)(i) hereof.

(iii) On May 31 of each year commencing May 31, 20ie Chairman of the Compensation Committee &leagiranted automatically an
Option to purchase 100,000 shares, provided thatioh date the Outside Director has served on ¢gimep@nsation Committee for at least «
year. This grant of 100,000 shares shall be indieand not in addition to the options granted urgection 5(c)(i) hereo

(iv) On May 31 of each year commencing May 31, 2@bB2 Vice Chairman of the Finance and Audit Corntemishall be granted
automatically an Option to purchase 60,000 sh@resided that on such date the Outside Directorseaged in such capacity for at least six
months. This grant of 60,000 shares shall be indieand not in addition to the options grantedarrfslection 5(c)(i) hereof.

(d) Limitations.

(i) Notwithstanding the provisions of Sections 58 5(c) hereof, in the event that a sufficiemhbar of Shares is not available under the
Plan, the remaining Shares shall be prorated basewd the number of Shares each Director was ahtitleeceive under this Plan. Any furtl
grants shall then be deferred until such timenjyf,as additional Shares become available for gradéer the Plan. Subject to the terms of
Section 14 hereof, the Board shall have the authatiany time to make additional Shares availfdnigrant under the Plan, subject to
obtaining stockholder approval of such increasta¢oextent required under Section 14(a) hereof.

(il) Notwithstanding the provisions of Section 5@)d 5(c) hereof, any grant of an Option made leetfoe Company has obtained stockholder
approval of the Plan and any grant of an Optionerafter amendment of the Plan where such amendméme Plan requires stockholder
approval under Section 14(a) hereof shall be cardit! upon obtaining such stockholder approval.

6. Terms and Conditions of Options.

(a) Stock Option Agreement. Each Option grantedyanmt to this Plan shall be evidenced by a wrigtenk option agreement ("Stock Option
Agreement") executed by the Company and the OuBidtor containing such terms and conditions #ratconsistent with this Plan and as
otherwise determined by the Committee.

(b) Exercise Price. The exercise price per shaa# B 100% of the Fair Market Value per Sharelendate of grant of the Option, subject to
adjustment to the extent provided in Section 1&bker

(c) Vesting. The Shares shall vest and become isadbte at the rate of twenty-five percent (25%)haf Optioned Stock on each anniversary
of the date of grant.

(d) Term. The term of each Option shall be ten (@rs from the date of grant, unless a shortéogés required to comply with any
applicable law, in which case such shorter periddapply.

7. Eligibility. Options may be granted only to Odes Directors. The Plan shall not confer upon amys@e Director any right with respect to
continuation of service as a Director or nominatimserve as a Director, nor shall it interferaiy way with any rights which the Director or
the Company may have to terminate his or her dirghtp at any time.

8. Term of Plan; Effective Date. The Plan shalldme effective on May 24, 1993. Options may be gmuninder this Plan at any time on or
before May 24, 200:



9. Payment Upon Exercise. Payment of the exercise ppon exercise of any Option shall be madby(igash or check; (ii) provided that a
public market for the Company's stock exists, tgitoa "same day sale” commitment from the Optiomekaabroker-dealer that is a member
of the National Association of Securities Dealens (NASD Dealer") whereby Optionee irrevocably &eo exercise the Option and to sell a
portion of the Shares so purchased to pay forxbecése price and whereby the NASD Dealer irrevbcabmmits upon receipt of such
Shares to forward the exercise price directly ]m@ompany; (iii) provided that a public market floe Company's stock exists, through a
"margin" commitment from the Optionee and an NASE&al@r whereby the Optionee irrevocably elects &rase the Option and to pledge
the Shares so purchased to the NASD Dealer in gimaccount as security for a loan from the NASaBein the amount of the exercise
price, and whereby the NASD Dealer irrevocably catampon receipt of such Shares to forward theagermprice directly to the Company;
(iv) where permitted by applicable law, by tend&adull recourse promissory note secured by cetkdtother than the Shares having such
terms as may be approved by the Committee andrnigeiatierest at a rate sufficient to avoid imputatid income under Sections 483 and
1274 of the Code, provided that the portion ofdkercise price equal to the par value of the Sharest be paid in cash or other legal
consideration; or (v) in any combination of theefgoing.

10. Withholding Taxes. Whenever, under the Plamy&hare to be issued in satisfaction of the exemfi Options granted hereunder, the
Company shall have the right to require the reaipie remit to the Company an amount of cash defiicto satisfy any applicable federal,
state or local income and employment tax withha@diquirements prior to the delivery of any cectife or certificates for such Shares.

11. Exercise of Option.

(a) Procedure for Exercise. An Option shall be dedio be exercised when written notice of suchaserhas been given to the Company in
accordance with the terms of the Option agreemgithd person entitled to exercise the Option atigphyment for the Shares has been
received by the Company in accordance with Se&ibareof. An Option may not be exercised for atfoacof a Share.

(b) Rights as a Stockholder. Notwithstanding thereise of the Option, until the issuance (as ewiddrby the appropriate entry on the books
of a duly authorized transfer agent of the Comparfiyhe stock certificate evidencing such Sharesijght to vote or receive dividends or any
other rights as a stockholder shall exist with eespo the Optioned Stock. A stock certificatetfee number of Shares so acquired shall be
issued to the Optionee as soon as practicableeafegcise of the Option. No adjustment will be mémtea dividend or other right if the record
date is prior to the date the stock certificatisssied.

(c) Termination of Status as Director. If an Outsidirector ceases to serve as a Director, he omstye but only within three (3) months (or
such other period of time not exceeding six (6) theras is determined by the Board) after the datertshe ceases to be a Director of the
Company, exercise his or her Option to the extadit lhe or she was entitled to exercise it at the disuch termination. Notwithstanding the
foregoing, in no event may the Option be exerceséet its term set forth in Section 6 has expifealthe extent that such Outside Director
was not entitled to exercise and Option at the datermination, or if Optionee does not exercigelsOption (which he or she was entitled to
exercise) within the time specified, the Optionlsteaminate.

(d) Disability of Director. Notwithstanding the prisions of Section 11(c) above, in the event ans@@etDirector is unable to continue his
service as a Director with the Company as a reduits total and permanent disability (as define@ection 22(e)(3) of the Code), he may,
within six months from the date of such terminatierercise his Option to the extent he was entttbegkercise it at the date of such
termination. Notwithstanding the foregoing, in n@et may the Option be exercised after the expinadf the term set forth in

Section 6. To the extent that Optionee was notledtio exercise the Option at the date of ternmmator if Optionee does not exercise such
Option (which he was entitled to exercise) withie time specified herein, the Option shall terménat

(e) Death of Optionee. In the event of the deathro©utside Director:

(i) If the Outside Director dies during the termtloé Option, is a Director at the time of his deatll has been in Continuous Status as a
Director since the date of grant of the Option, @#ion may be exercised at any time within sixrf@®nths following the date of death by the
Outside



Director's estate or by a person who acquireditie to exercise the Option by bequest or inhecigamut only to the extent the Outside
Director was entitled to exercise the Option atdhte of termination. Notwithstanding the foregogimgno event may the Option be exercised
after the expiration of the term set forth in Sect6.

(ii) If the Outside Director dies within three (8)onths after the termination of Continuous Statua ®irector, the Option may be exercise
any time within six (6) months following the datedeath by the Optionee's estate or by a personaghuoired the right to exercise the Option
by bequest or inheritance, but only to the exteat@utside Director was entitled to exercise théddpat the date of termination.
Notwithstanding the foregoing, in no event may @pion be exercised more than ten (10) years aftelate of grani

12. Nontransferability of Options. Options grantedier this Plan, and any interest therein, shalbedransferable or assignable by the
Optionee, and may not be made subject to execwdtttagchment or similar process, otherwise than itiyowby the laws of descent and
distribution, and shall be exercisable during tfedilme of the Optionee only by the Optionee; pded, however; that Options held by an
Optionee may be transferred to such family membrrsts and charitable institutions as the Commijtite its sole discretion, shall approve,
unless otherwise restricted from such transfer uttdeterms of the Grant. The designation of a fieiaey by an Optionee does not constitute
a transfer.

13. Adjustment Upon Changes in Capitalization.

(a) Adjustment of Shares. In the event that thelmemof outstanding shares of Common Stock of then@amy is changed by a stock
dividend, stock split, reverse stock split, comhim reclassification or similar change in the ita@pstructure of the Company without
consideration, the number of Shares available utihiePlan, the number of Shares deliverable imeotion with any Option and the exercise
price per share of such Options shall be propaatiely adjusted, subject to any required actionheyBoard or stockholders of the Company
and compliance with applicable securities lawsyjated however, that no certificate or scrip repréisgy fractional shares shall be issued and
any resulting fractions of a share shall be ignored

(b) Assumption. In the event of a dissolution quldation of the Company, a merger in which the @any is not the surviving corporation
(other than a merger with a wholly owned subsid@ryhere there is no substantial change in thekbtwders of the Company and the
obligations of the Company under this Plan arerassuby the successor corporation), the sale otauotislly all of the assets of the
Company, or any other transaction described under

Section 424(a) of the Code wherein the stockholdetse Company give up all of their equity intdriesthe Company (except for the
acquisition of all or substantially all of the otatisding shares of the Company), all outstandingd@pt notwithstanding any contrary terms of
the Plan, shall accelerate and become exercisalildl prior to and shall expire on the consummatid such dissolution, liquidation, merger
or sale of assets.

(c) Acceleration Upon Unfriendly Takeover. Notwittisding anything in

Section 13(b) hereof to the contrary, if fifty pent (50%) or more of the outstanding voting semgiof the Company become beneficially
owned (as defined in Rule 13d-3 promulgated bySkeurities and Exchange Commission) by a persoddfaised in Section 2(2) of the
Securities Act and in Section 13(d)(3) of the Exa@Act) in a transaction or series of transactexessly disapproved by the Board, then
all outstanding Options under this Plan shall bezimmmediately exercisable with no further act dicacrequired by the Committee.

14. Amendment and Termination of the Plan.

(a) Amendment. The Board or the Committee may antieadPlan from time to time in such respects aBtherd or the Committee, as the
case may be, may deem advisable; provided th#ietextent necessary to comply with Rule 16b-3 utttee Exchange Act (or any other
applicable law or regulation), the Company shathobapproval of the Company's stockholders to atka Plan to the extent and in the
manner required by such law or regulation.

(b) Termination or Suspension. The Committee, wittfarther approval of the stockholders, may at timg terminate or suspend the Plan.
Except as otherwise provided herein, any such tetigin or suspension of the Plan shall not affqaidds already granted hereunder and
such Options shall remain



full force and effect as if the Plan had not bemminated or suspended.

(c) Outstanding Options. Except as otherwise priderein, rights and obligations under any outbtenOption shall not be altered or
impaired by amendment, suspension or terminaticghePlan, except with the consent of the persarhimm the Option was granted. The
Committee shall have the authority to modify, exten renew outstanding Options and to authorizegthat of new Options in substitution
therefor.

15. Conditions Upon Issuance of Shares. Sharekradtadde issued pursuant to the exercise of ano@ptnless the exercise of such Option
the issuance and delivery of such Shares purshargtb shall comply with all relevant provisionda#, including, without limitation, the
Securities Act, the Exchange Act, the rules andleggpns promulgated thereunder, state securiies,|and the requirements of any stock
exchange upon which the Shares may then be liatetishall be further subject to the approval oinselifor the Company with respect to
such compliance.

As a condition to the exercise of an Option, thenBany may require the person exercising such Optisapresent and warrant at the tim
any such exercise that the Shares are being peatldy for investment and without any presentritiom to sell or distribute such Shares, if,
in the opinion of counsel for the Company, suck@esentation is required by any of the relevaotipions of the law.

Inability of the Company to obtain authority fromyaregulatory body having jurisdictional authoritgemed by the Company's counsel to be
necessary for the lawful issuance and sale of &iayeS hereunder shall relieve the Company of atlily for failure to issue or sell such
Shares.

16. Reservation of Shares. The Company, duringettme of this Plan, will at all times reserve an@fx@vailable such number of Shares as
shall be sufficient to satisfy the requirementshaf Plan.

17. Stockholder Approval. This Plan shall be apptbliy the stockholders of the Company, in any mapeenitted by applicable corporate
law, within twelve months after the date this Plaadopted by the Board. In the event that stodérahpproval is not obtained within the
time period provided herein, all awards previougignted hereunder shall terminate.

18. Additional Restrictions of Rule 16b-3. The terand conditions of options granted hereunder tsgpes subject to Section 16 of the
Exchange Act shall comply with the applicable psimis of Rule 16b-3. This Plan and the optionstgghhereunder shall be deemed to
contain such additional conditions and restrictiaasnay be required for this Plan to qualify afoaniula plan" under Rule 16b-3, as then
applicable to the Company, and to qualify for theximum exemptions from Section 16 of the Exchangewfith respect to Plan transactio



Exhibit 21.01
SUBSIDIARIES OF THE REGISTRANT

Subsidiary Coun

Oracle Argentina, S.A.

Oracle Corporation (Australia) Pty. Ltd.
Oracle Australia Property Pty. Ltd.

One Meaning Pty. Ltd.

Oracle GmbH

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

Oracle do Brasil Sistemas Limitada

Oracle Corporation Canada Inc.

La Societe D'Informatique Oracle du Quebec Inc.
Oracle Caribbean, Inc.

Oracle Holding Cayman

Oracle International Holding Company
Sistemas Oracle de Chile, S.A.

Centro de Capacitacion Oracles Ltda.
Beijing Oracle Software Systems Company Limited
Oracle Colombia Limitada

Oracle de Centroamerica S.A.

Oracle Software d.o.0.

Oracle Czech s.r.o.

Oracle Danmark ApS

Oracle Ecuador, S.A.

Oracle Egypt Ltd.

Oracle Finland OY

Oracle France, S.A.S.

Expansion, S.A.

Concentra S.A.

Oracle Deutschland GmbH

Concentra GmbH

Oracle Hellas, S.A./JAE

Oracle Systems Hong Kong Limited

Oracle Systems China (Hong Kong) Limited
Oracle Hungary Kit.

Oracle Software India Ltd.

Oracle Solution Services (India) Private Ltd.
PT Oracle Indonesia

Oracle East Central Europe Limited

Oracle EMEA Limited

Oracle RDBMS Limited

Oracle Technology Company

Oracle Software Systems Israel Limited
Oracle ltalia S.R.L.

Oracle Corporation Japan

Oracle Systems (Korea), Ltd.

try or State of Incorporation

Argentina
Australia
Australia
Australia
Austria
Barbados
Belgium
Brazil
Canada
Canada
Puerto Rico
Cayman Islands
Cayman Islands
Chile

Chile
China
Colombia
Costa Rica
Croatia
Czech Republic
Denmark
Ecuador
Egypt
Finland
France
France
France
Germany
Germany
Greece
Hong Kong
Hong Kong
Hungary
India

India
Indonesia
Ireland
Ireland
Ireland
Ireland
Israel

Italy

Japan
Korea



Oracle Corporation Malaysia Sdn. Bhd.
Oracle MSC SDN BhD

Oracle Mexico, S.A. de C.V.

Oracle Nederland B.V.

Oracle Distribution B.V.

Oracle Licensing B.V.

Tinoway Nederland B.V.

Oracle Scheduler B.V.

Oracle Holding Antilles N.V.

Oracle New Zealand, Ltd.

Oracle Norge AS

Oracle del Peru, S.A.

Oracle Philippines, Inc.

Oracle Polska, Sp.z.0.0.

Oracle Portugal - Sistemas de Informacao Lda.
Saudi Oracle Limited

Oracle Corporation Singapore Pte. Ltd.

Oracle Corporation (Singapore) Holdings Pte. Ltd.

Oracle Slovensko spol. s.r.0.

Oracle Software d.o.0., Ljubljana, Slovenia
Oracle Corporation (South Africa)(Pty) Limited
Oracle Iberica, S.R.L.

Oracle Svenska AB

Oracle Software (Switzerland) LLC
Oracle AG

Oracle Corporation (Thailand) Co. Ltd.
Oracle Bilgisayar Sistemleri Limited Sirketi
Oracle Systems Limited

Oracle APSS Trustee Limited

Oracle Corporation UK Limited

Oracle Corporation Nominees Limited
Oracle Resources Ltd.

Oracle Corporation OLAP, Ltd.

Oracle EMEA Management Ltd.

Oracle Promotions Limited

Concentra Limited

Relational Software Limited

Versatility UK Ltd.

Versatility Virgin Islands, Inc.

Oracle Uruguay, S.A.

Oracle de Venezuela, C.A.

Oracle Vietnam Pty. Ltd.

Blueline Software, Inc. (sub of Carleton)
BusinessOnline, Inc.

Carleton Corporation

Concentra Corporation

CTRA Holdings Corporation

Datalogix International, Inc.

Datanex, Inc.(sub of Carleton)

Malaysia
Malaysia
Mexico

The Netherlands
The Netherlands
The Netherlands
The Netherlands
The Netherlands
Netherlands Antilles
New Zealand
Norway

Peru

Philippines
Poland

Portugal

Saudi Arabia
Singapore
Singapore
Slovakia
Slovenia

South Africa
Spain

Sweden
Switzerland
Switzerland
Thailand

Turkey

United Arab Emirates

U.S. Virgin Islands
Uruguay
Venezuela
Vietnam
Minnesota
Delaware
Minnesota
Delaware
Massachusetts
New York
Oregon



Delphi Asset Management Corporation
E-Travel, Inc.

Graphical Information, Inc.

One Meaning, Inc.

Oracle Cable, Inc.

Oracle China, Inc.

Oracle Credit Corporation

Oracle Holdings, Inc.

Oracle International Asset Management Corporation
Oracle International Investment Corporation
Oracle Japan Holding, Inc.

Oracle Taiwan, Inc.

Oracle Tutor Corporation

OracleMobile, Inc.

RSIB, Inc.

Systems Strategies, Inc.(sub of Carleton)
Treasury Services Corporation

Versatility, Inc.

Wisdom Systems, Inc.(sub of Concentra)

Nevada

Delaware
Florida

Delaware
Delaware
California
California
Delaware
Delaware
California
Delaware
California
California
Delaware
Delaware
New York
California
Delaware
Delaware



EXHIBIT 23.01
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our report included ifstRorm 10-K into the Company's
previously filed Registration Statement on Form @i No.'s 33-16749, 33-33564, 33-44702, 33-51 83453349, 33-53351, 33-53355,
333-18997, 333-19001, 333-41935, 333-63315, 333-34333-74977, 333-75607, 333-75679, 333-83299,8%805, 333-96035, 333402z
and 333-43836).

/'s/  ARTHUR ANDERSEN LLP

San Jose, California
August 10, 2001
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