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Washington, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended August 31, 2014

or

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

For the transition period from to

Commission File Number: 001-35992

Oracle Corporation

(Exact name of registrant as specified in its charter)

Delaware 54-2185193

(State or other jurisdiction of (L.R.S. Employer
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incorporation or organization) Identification No.)
500 Oracle Parkway
Redwood City, California 94065
(Address of principal executive offices) (Zip Code)

(650) 506-7000
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer

Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

The number of shares of registrant s common stock outstanding as of September 16, 2014 was: 4,431,304,000.
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Cautionary Note on Forward-Looking Statements

For purposes of this Quarterly Report, the terms Oracle, we, wus and our refer to Oracle Corporation and its consolidated subsidiaries. This
Quarterly Report on Form 10-Q contains statements that are not historical in nature, are predictive in nature, or that depend upon or refer to

future events or conditions or otherwise contain forward-looking statements within the meaning of Section 21 of the Securities Exchange Act of
1934, as amended, and the Private Securities Litigation Reform Act of 1995. These include, among other things, statements regarding:

our expectation to continue to acquire companies, products, services and technologies;

our expectation that our software and cloud business s total revenues generally will continue to increase;

our belief that software license updates and product support revenues and margins will grow;

our expectation that our hardware business will have lower operating margins as a percentage of revenues than our software and cloud
business;

our international operations providing a significant portion of our total revenues and expenses;

our expectation to continue to make significant investments in research and development and related product opportunities, including
those related to hardware products and services;

the sufficiency of our sources of funding for acquisitions or other matters;

our belief that we have adequately provided for any reasonably foreseeable outcomes related to our tax audits and that any tax
settlement will not have a material adverse effect on our consolidated financial position or results of operations;

our belief that the outcome of certain legal proceedings and claims to which we are a party will not, individually or in the aggregate,
result in losses that are materially in excess of amounts already recognized, if any;

our expectation to incur the majority of the remaining expenses pursuant to the Fiscal 2013 Oracle Restructuring Plan through the end
of fiscal 2015 and our expectation to improve efficiencies in our operations that will impact our Fiscal 2013 Oracle Restructuring Plan;

our expectation that to the extent customers renew support contracts or cloud software-as-a-service and platform-as-a-service contracts,
we will recognize revenues for the full contracts values over the respective renewal periods;

our ability to predict quarterly hardware systems revenues;
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the timing of customer orders and delays in our ability to manufacture or deliver a few large transactions substantially affecting the

amount of hardware systems products revenues, expenses and operating margins that we will report;
as well as other statements regarding our future operations, financial condition and prospects, and business strategies. Forward-looking
statements may be preceded by, followed by or include the words expects, anticipates, intends, plans, believes, seeks, estimates,
to and similar expressions. We claim the protection of the safe harbor for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995 for all forward-looking statements. We have based these forward-looking statements on our current expectations
and projections about future events. These forward-looking statements are subject to risks, uncertainties and assumptions about our business that
could affect our future results and could cause those results or other outcomes to differ materially from those expressed or implied in the
forward-looking statements. Factors that might cause or contribute to such differences include, but are not limited to, those discussed in Risk
Factors included in documents we file from time to time with the U.S. Securities and Exchange Commission (the SEC), including our Annual
Report on Form 10-K for our fiscal year ended May 31, 2014 and our other Quarterly Reports on Form 10-Q to be filed by us in our fiscal year
2015, which runs from June 1, 2014 to May 31, 2015.

We have no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or
risks, except to the extent required by applicable securities laws. If we do update one or more forward-looking statements, no inference should
be drawn that we will make additional updates with respect to those or other forward-looking statements. New information, future events or risks
could cause the forward-looking events we discuss in this Quarterly Report not to occur. You should not place undue reliance on these
forward-looking statements, which reflect our expectations only as of the date of this Quarterly Report.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
ORACLE CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
As of August 31, 2014 and May 31, 2014

(Unaudited)

(in millions, except per share data)
ASSETS
Current assets:
Cash and cash equivalents
Marketable securities
Trade receivables, net of allowances for doubtful accounts of $296 and $306 as of August 31, 2014
and May 31, 2014, respectively
Inventories
Deferred tax assets
Prepaid expenses and other current assets

Total current assets

Non-current assets:

Property, plant and equipment, net
Intangible assets, net

Goodwill

Deferred tax assets

Other assets

Total non-current assets
Total assets

LIABILITIES AND EQUITY
Current liabilities:
Notes payable, current and other current borrowings
Accounts payable
Accrued compensation and related benefits
Income taxes payable
Deferred revenues
Other current liabilities

Total current liabilities

Non-current liabilities:

Notes payable and other non-current borrowings
Income taxes payable

Other non-current liabilities

Table of Contents

August 31,

2014

$ 24,179
27,437

3,551
179
833

2,015

58,194

3,086
5,605
29,707
916
2,218

41,532

$ 99,726

423
1,491
425
8,939
2,099

13,377
32,567

4,148
1,703

May 31,

2014

17,769
21,050

6,087
189
914

2,129

48,138

3,061
6,137
29,652
837
2,519

42,206

90,344

1,508
471
1,940
416
7,269
2,785

14,389

22,667

4,184
1,657
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Total non-current liabilities

Commitments and contingencies

Oracle Corporation stockholders equity:

Preferred stock, $0.01 par value authorized: 1.0 shares; outstanding: none

Common stock, $0.01 par value and additional paid in capital authorized: 11,000 shares;
outstanding: 4,438 shares and 4,464 shares as of August 31, 2014 and May 31, 2014, respectively
Retained earnings

Accumulated other comprehensive loss

Total Oracle Corporation stockholders equity
Noncontrolling interests

Total equity
Total liabilities and equity

See notes to condensed consolidated financial statements.
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38,418

21,709
25,838
(193)

47,354
577

47,931

99,726

28,508

21,077
25,965
(164)

46,878
569

47,447

90,344



Edgar Filing: ORACLE CORP - Form 10-Q

Table of Conten

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months Ended August 31, 2014 and 2013

(in millions, except per share data)

Revenues:

New software licenses

Cloud software-as-a-service and platform-as-a-service
Cloud infrastructure-as-a-service

Software license updates and product support

Software and cloud revenues
Hardware systems products
Hardware systems support

Hardware systems revenues
Services revenues

Total revenues

Operating expenses:
Sales and marketing"

Cloud software-as-a-service and platform-as-a-service)

Cloud infrastructure-as-a-service

Software license updates and product support™
Hardware systems products’

Hardware systems support"

Services"

Research and development

General and administrative

Amortization of intangible assets

Acquisition related and other

Restructuring

Total operating expenses

Operating income
Interest expense
Non-operating income, net

Income before provision for income taxes
Provision for income taxes

Net income

Earnings per share:
Basic

Table of Contents

ORACLE CORPORATION

(Unaudited)

Three Months Ended
August 31,
2014 2013
$ 1370 $ 1,399
337 254
138 109
4,731 4,431
6,576 6,193
578 669
587 592
1,165 1,261
855 918
8,596 8,372
1,706 1,620
149 102
79 72
272 288
298 330
192 209
691 720
1,329 1,237
276 260
547 595
25 10
69 56
5,633 5,499
2,963 2,873
(261) 217)
16 7
2,718 2,663
534 472
$ 2,184 $ 2191
$ 049 $ 048
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Diluted

Weighted average common shares outstanding:
Basic

Diluted

Dividends declared per common share

(1) Exclusive of amortization of intangible assets, which is shown separately.

See notes to condensed consolidated financial statements.
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$ 048
4,451
4,548

$ 012

0.47

4,608

4,674

0.12
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ORACLE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Three Months Ended August 31, 2014 and 2013

(in millions)

Net income

Other comprehensive loss, net of tax:

Net foreign currency translation losses

Net unrealized gains on defined benefit plans

Net unrealized gains (losses) on marketable securities
Net unrealized gains (losses) on cash flow hedges

Total other comprehensive loss, net

Comprehensive income

See notes to condensed consolidated financial statements.
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(Unaudited)

Three Months Ended
August 31,
2014 2013
$ 2,184 $ 2,191
(83) (187)
3 3
16 29)
35 (32)
29) (245)
$ 2,155 $ 1,946
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ORACLE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months Ended August 31, 2014 and 2013

(Unaudited)
Three Months Ended
August 31,
(in millions) 2014 2013
Cash flows from operating activities:
Net income $ 2,184 $ 2,191
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 160 150
Amortization of intangible assets 547 595
Deferred income taxes (68) (101)
Stock-based compensation 215 200
Tax benefits on the exercise of stock options and vesting of restricted stock-based awards 96 67
Excess tax benefits on the exercise of stock options and vesting of restricted stock-based awards (28] (40)
Other, net 46 17
Changes in operating assets and liabilities, net of effects from acquisitions:
Decrease in trade receivables, net 2,506 2,707
Decrease in inventories 10 5
Decrease in prepaid expenses and other assets 275 366
Decrease in accounts payable and other liabilities (1,088) (994)
Increase (decrease) in income taxes payable 80 (313)
Increase in deferred revenues 1,816 1,442
Net cash provided by operating activities 6,728 6,292
Cash flows from investing activities:
Purchases of marketable securities and other investments (10,340) (8,549)
Proceeds from maturities and sales of marketable securities and other investments 3,878 6,515
Acquisitions, net of cash acquired 37 (1,314)
Capital expenditures (201) (153)
Net cash used for investing activities (6,700) (3,501)
Cash flows from financing activities:
Payments for repurchases of common stock (2,000) (2,968)
Proceeds from issuances of common stock 588 285
Payments of dividends to stockholders (537) (554)
Proceeds from borrowings, net of issuance costs 9,945 5,566
Repayments of borrowings (1,500)
Excess tax benefits on the exercise of stock options and vesting of restricted stock-based awards 51 40
Distributions to noncontrolling interests 27) (28)
Net cash provided by financing activities 6,520 2,341
Effect of exchange rate changes on cash and cash equivalents (138) 81)
Net increase in cash and cash equivalents 6,410 5,051
Cash and cash equivalents at beginning of period 17,769 14,613
Cash and cash equivalents at end of period $ 24,179 $ 19,664
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Non-cash investing and financing transactions:

Increase in unsettled repurchases of common stock

Decrease in unsettled investment purchases

See notes to condensed consolidated financial statements.
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2014

(Unaudited)

1.  BASIS OF PRESENTATION AND RECENT ACCOUNTING PRONOUNCEMENTS
Basis of Presentation

We have prepared the condensed consolidated financial statements included herein pursuant to the rules and regulations of the U.S. Securities
and Exchange Commission. Certain information and footnote disclosures normally included in financial statements prepared in accordance with
U.S. generally accepted accounting principles (U.S. GAAP) have been condensed or omitted pursuant to such rules and regulations. However,
we believe that the disclosures herein are adequate to ensure the information presented is not misleading. These unaudited condensed
consolidated financial statements should be read in conjunction with the audited financial statements and the notes thereto included in our
Annual Report on Form 10-K for the fiscal year ended May 31, 2014.

We believe that all necessary adjustments, which consisted only of normal recurring items, have been included in the accompanying financial
statements to present fairly the results of the interim periods. The results of operations for the interim periods presented are not necessarily
indicative of the operating results to be expected for any subsequent interim period or for our fiscal year ending May 31, 2015.

There have been no significant changes in our reported financial position or results of operations and cash flows as a result of the adoption of
new accounting pronouncements or to our significant accounting policies that were disclosed in our Annual Report on Form 10-K for the fiscal
year ended May 31, 2014 that have had a significant impact on our consolidated financial statements or notes thereto.

Certain prior year balances have been reclassified to conform to the current year s presentation. Such reclassifications did not affect our
consolidated total revenues, consolidated operating income or consolidated net income.

Acquisition Related and Other Expenses

Acquisition related and other expenses consist of personnel related costs for transitional and certain other employees, stock-based compensation
expenses, integration related professional services, certain business combination adjustments including adjustments after the measurement
period has ended and certain other operating items, net. Stock-based compensation included in acquisition related and other expenses resulted
from unvested options and restricted stock-based awards assumed from acquisitions whereby vesting was accelerated upon termination of the
employees pursuant to the original terms of those options and restricted stock-based awards.

Three Months Ended
August 31,

(in millions) 2014 2013
Transitional and other employee related costs $ 9 $ 6
Stock-based compensation 3 2
Professional fees and other, net 13 3
Business combination adjustments, net @))
Total acquisition related and other expenses $ 25 $ 10

Non-Operating Income, net

Non-operating income, net consists primarily of interest income, net foreign currency exchange gains (losses), the noncontrolling interests in the
net profits of our majority-owned subsidiaries (primarily Oracle Financial Services Software Limited and Oracle Japan) and net other income

Table of Contents 13
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
August 31, 2014

(Unaudited)

losses related to all of our investments and net unrealized gains and losses related to the small portion of our investment portfolio that we
classify as trading.

Three Months Ended
August 31,

(in millions) 2014 2013
Interest income $ 89 $ 57
Foreign currency losses, net “41) 35)
Noncontrolling interests in income 46) 17)
Other income, net 14 2
Total non-operating income, net $ 16 $ 7

Sales of Financing Receivables

We offer certain of our customers the option to acquire our software products, hardware systems products and services offerings through
separate long-term payment contracts. We generally sell these contracts that we have financed for our customers on a non-recourse basis to
financial institutions within 90 days of the contracts dates of execution. We record the transfers of amounts due from customers to financial
institutions as sales of financing receivables because we are considered to have surrendered control of these financing receivables. During the
three months ended August 31, 2014 and 2013, $724 million and $828 million of financing receivables were sold to financial institutions,
respectively.

Recent Accounting Pronouncements

Disclosure of Going Concern Uncertainties: In August 2014, the Financial Accounting Standards Board (FASB) issued Accounting

Standards Update No. 2014-15, Disclosure of Uncertainties about an Entity s Ability to Continue as a Going Concern (ASU 2014-15), to

provide guidance on management s responsibility in evaluating whether there is substantial doubt about a company s ability to continue as a going
concern and to provide related footnote disclosures. ASU 2014-15 is effective for us in our fourth quarter of fiscal 2017 with early adoption
permitted. We do not believe the impact of our pending adoption of ASU 2014-15 on our consolidated financial statements will be material.

Share-Based Payments with Performance Targets: In June 2014, the FASB issued Accounting Standards Update No. 2014-12, Accounting
for Share-Based Payments When the Terms of an Award Provide That a Performance Target Could Be Achieved after the Requisite Service
Period (ASU 2014-12). ASU 2014-12 requires that a performance target that affects vesting and could be achieved after the requisite service
period be treated as a performance condition. A reporting entity should apply existing guidance in Accounting Standards Codification (ASC)
718, Compensation Stock Compensation (ASC 718), as it relates to such awards. ASU 2014-12 is effective for us in our first quarter of fiscal
2017 with early adoption permitted using either of two methods: (i) prospective to all awards granted or modified after the effective date; or
(ii) retrospective to all awards with performance targets that are outstanding as of the beginning of the earliest annual period presented in the
financial statements and to all new or modified awards thereafter, with the cumulative effect of applying ASU 2014-12 as an adjustment to the
opening retained earnings balance as of the beginning of the earliest annual period presented in the financial statements. We are currently
evaluating the impact of our pending adoption on ASU 2014-12 on our consolidated financial statements.

Revenue Recognition: In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers:
Topic 606 (ASU 2014-09), to supersede nearly all existing revenue recognition guidance under U.S. GAAP. The core principle of ASU 2014-09
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
August 31, 2014

(Unaudited)

or services are transferred to customers in an amount that reflects the consideration that is expected to be received for those goods or services.
ASU 2014-09 defines a five step process to achieve this core principle and, in doing so, it is possible more judgment and estimates may be
required within the revenue recognition process than are required under existing U.S. GAAP, including identifying performance obligations in
the contract, estimating the amount of variable consideration to include in the transaction price and allocating the transaction price to each
separate performance obligation. ASU 2014-09 is effective for us in our first quarter of fiscal 2018 using either of two methods: (i) retrospective
to each prior reporting period presented with the option to elect certain practical expedients as defined within ASU 2014-09; or (ii) retrospective
with the cumulative effect of initially applying ASU 2014-09 recognized at the date of initial application and providing certain additional
disclosures as defined per ASU 2014-09. We are currently evaluating the impact of our pending adoption of ASU 2014-09 on our consolidated
financial statements.

Reporting Discontinued Operations: In April 2014, the FASB issued Accounting Standards Update No. 2014-08, Reporting Discontinued
Operations and Disclosures of Disposals of Components of an Entity (ASU 2014-08), to change the criteria for determining which disposals can
be presented as discontinued operations and to enhance the related disclosure requirements. ASU 2014-08 is effective for us on a prospective
basis in our first quarter of fiscal 2016 with early adoption permitted for disposals (or classifications as held for sale) that have not been reported
in financial statements previously issued. We are currently evaluating the impact of our pending adoption of ASU 2014-08 on our consolidated
financial statements.

2.  ACQUISITIONS
Acquisition of MICROS Systems, Inc.

On June 22, 2014, we entered into an Agreement and Plan of Merger (Merger Agreement) with MICROS Systems, Inc. (MICROS), a provider
of integrated software, hardware and services solutions to the hospitality and retail industries. On July 3, 2014, pursuant to the Merger
Agreement, we commenced a tender offer to purchase all of the issued and outstanding shares of common stock of MICROS at a purchase price
of $68.00 per share, net to the seller in cash, without interest thereon, based upon the terms and subject to the conditions set forth in the Merger
Agreement. On September 3, 2014, pursuant to the terms of the tender offer, we accepted and paid for approximately 80% of the outstanding
shares of MICROS common stock tendered in the offer for approximately $4.1 billion in cash. We provided for a subsequent offering period
through September 5, 2014 at the same purchase price of $68.00 per share and we accepted an additional 7% of MICROS common stock
tendered through this date for approximately $330 million. On September 8, 2014, we effectuated the merger of MICROS with and into a
wholly-owned subsidiary of Oracle pursuant to the terms of the Merger Agreement and applicable Maryland law and MICROS became an
indirect, wholly-owned subsidiary of Oracle. Pursuant to the merger, shares of MICROS common stock that were outstanding and not acquired
by us were converted into, and cancelled in exchange for, the right to receive $68.00 per share in cash. The unvested equity awards to acquire
MICROS common stock that were outstanding immediately prior to the conclusion of the merger were converted into equity awards
denominated in shares of Oracle common stock based on formulas contained in the Merger Agreement. The initial allocation of the purchase
price for the acquisition of MICROS is pending the completion of various analyses and finalization of estimates. Accordingly, such disclosures
related to this business combination could not be made at the time these financial statements were issued.

Other Fiscal 2015 Acquisitions

During the first quarter of fiscal 2015, we acquired certain other companies primarily to expand our products and services offerings. These
acquisitions were not significant individually or in the aggregate. We also have entered
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ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
August 31, 2014

(Unaudited)

into certain other non-material agreements to acquire other companies and expect these proposed acquisitions to close during the second quarter
of fiscal 2015.

Fiscal 2014 Acquisitions
Acquisition of Responsys, Inc.

On February 6, 2014, we completed our acquisition of Responsys, Inc. (Responsys), a provider of enterprise-scale cloud-based
business-to-consumer marketing software. We have included the financial results of Responsys in our consolidated financial statements from the
date of acquisition. The total preliminary purchase price for Responsys was approximately $1.6 billion, which consisted of approximately $1.4
billion in cash and $147 million for the fair value of stock options and restricted stock-based awards assumed. We have preliminarily recorded
$39 million of net tangible liabilities, related primarily to deferred tax liabilities, $580 million of identifiable intangible assets, and $14 million
of in-process research and development, based on their estimated fair values, and $1.0 billion of residual goodwill.

Other Fiscal 2014 Acquisitions

During fiscal 2014, we acquired certain other companies and purchased certain technology and development assets primarily to expand our
products and services offerings. These acquisitions were not individually significant. We have included the financial results of these companies
in our consolidated financial statements from their respective acquisition dates and the results from each of these companies were not
individually material to our consolidated financial statements. In the aggregate, the total purchase price for these acquisitions was approximately
$2.3 billion, which consisted primarily of cash consideration, and we recorded $243 million of net tangible liabilities, related primarily to
deferred tax liabilities, $1.1 billion of identifiable intangible assets, and $99 million of in-process research and development, based on their
estimated fair values, and $1.3 billion of residual goodwill.

The initial purchase price calculation and related accounting for certain of our fiscal 2014 acquisitions is preliminary. The preliminary fair value
estimates for the assets acquired and liabilities assumed for certain of our acquisitions completed during fiscal 2014 were based upon
preliminary calculations and valuations and our estimates and assumptions for certain of these acquisitions are subject to change as we obtain
additional information for our estimates during the respective measurement periods (up to one year from the respective acquisition dates). The
primary areas of those preliminary estimates that were not yet finalized related to certain tangible assets and liabilities acquired, identifiable
intangible assets, certain legal matters and income and non-income based taxes.

Contingent Consideration Related to the Acquisition of Pillar Data Systems, Inc.

In fiscal 2012, we acquired Pillar Data Systems, Inc. (Pillar Data), a provider of enterprise storage systems solutions. Pursuant to the agreement
and plan of merger dated as of June 29, 2011 (Pillar Data Merger Agreement), we acquired all of the issued and outstanding equity interests of
Pillar Data from the stockholders in exchange for rights to receive contingent cash consideration (Earn-Out), if any, pursuant to an Earn-Out
calculation. The Earn-Out period ended at the end of our first quarter of fiscal 2015 and no amounts are expected to be paid or payable to Pillar
Data s former stockholders, including Lawrence J. Ellison, Oracle s Chief Technology Officer, Chairman of the Board and largest stockholder.

Unaudited Pro Forma Financial Information

The unaudited pro forma financial information in the table below summarizes the combined results of operations for Oracle and certain other
companies that we acquired since the beginning of fiscal 2014 (which were
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
August 31, 2014

(Unaudited)

considered relevant for the purposes of unaudited pro forma financial information disclosure) as though the companies were combined as of the
beginning of fiscal 2014. The pro forma financial information for all periods presented also included the business combination accounting
effects resulting from these acquisitions, including our amortization charges from acquired intangible assets (certain of which were preliminary),
stock-based compensation charges for unvested stock options and restricted stock-based awards assumed, if any, and the related tax effects as
though the aforementioned companies were combined as of the beginning of fiscal 2014. The pro forma financial information as presented
below is for informational purposes only and is not indicative of the results of operations that would have been achieved if the acquisitions had
taken place at the beginning of fiscal 2014.

The unaudited pro forma financial information for the three months ended August 31, 2014 included only the historical results of Oracle for the
three months ended August 31, 2014. The historical results of certain other companies that we acquired since the beginning of fiscal 2015 were
not material to the unaudited pro forma financial information presented based upon their respective previous reporting periods and the dates
these companies were acquired by us, and the effects of the pro forma adjustments listed above.

The unaudited pro forma financial information for the three months ended August 31, 2013 combined the historical results of Oracle for the
three months ended August 31, 2013, the historical results of certain other companies that we acquired since the beginning of fiscal 2014 based
upon their respective previous reporting periods and the dates these companies were acquired by us, and the effects of the pro forma adjustments
listed above.

Three Months Ended
August 31,
(in millions, except per share data) 2014 2013
Total revenues $ 859 $ 8459
Net income $ 2,184 $ 2,131
Basic earnings per share $ 049 $ 046
Diluted earnings per share $ 048 $ 046

3. FAIR VALUE MEASUREMENTS

We perform fair value measurements in accordance with ASC 820, Fair Value Measurement. ASC 820 defines fair value as the price that would
be received from selling an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
When determining the fair value measurements for assets and liabilities required to be recorded at their fair values, we consider the principal or
most advantageous market in which we would transact and consider assumptions that market participants would use when pricing the assets or
liabilities, such as inherent risk, transfer restrictions and risk of nonperformance.

ASC 820 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. An asset s or a liability s categorization within the fair value hierarchy is based upon the lowest level of input
that is significant to the fair value measurement. ASC 820 establishes three levels of inputs that may be used to measure fair value:

Level 1: quoted prices in active markets for identical assets or liabilities;
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Level 2: inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active markets for similar
assets or liabilities, quoted prices for identical or similar assets or liabilities in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities; or

Level 3: unobservable inputs that are supported by little or no market activity and that are significant to the fair values of the assets or
liabilities.

10

Table of Contents 22



Edgar Filing: ORACLE CORP - Form 10-Q

Table of Conten
ORACLE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
August 31, 2014

(Unaudited)

Assets and Liabilities Measured at Fair Value on a Recurring Basis

Our assets and liabilities measured at fair value on a recurring basis, excluding accrued interest components, consisted of the following (Level 1
and 2 inputs are defined above):

August 31, 2014 May 31, 2014
Fair Value Fair Value
Measurements Measurements
Using Input Types Using Input Types
(in millions) Level 1 Level 2 Total Level 1 Level 2 Total
Assets:
U.S. Treasury securities $476 $ $ 476 $ $ $
Commercial paper debt securities 12,164 12,164 7,969 7,969
Corporate debt securities and other 158 20,032 20,190 119 16,538 16,657
Derivative financial instruments 67 67 97 97
Total assets $ 634 $ 32,263 $ 32,897 $119 $ 24,604 $ 24,723
Liabilities:
Derivative financial instruments $ $ 3 $ 3 $ $ $

Our marketable securities investments consisted of Tier 1 commercial paper debt securities, corporate debt securities and certain other securities.
As of August 31, 2014 and May 31, 2014, approximately 50% and 45%, respectively, of our marketable securities investments mature within
one year and 50% and 55%, respectively, mature within one to four years. Our valuation techniques used to measure the fair values of our
marketable securities that were classified as Level 1 in the table above were derived from quoted market prices and active markets for these
instruments exist. Our valuation techniques used to measure the fair values of Level 2 instruments listed in the table above, the counterparties to
which have high credit ratings, were derived from the following: non-binding market consensus prices that are corroborated by observable
market data, quoted market prices for similar instruments, or pricing models, such as discounted cash flow techniques, with all significant inputs
derived from or corroborated by observable market data including LIBOR-based yield curves, among others.

Based on the trading prices of our $32.6 billion and $24.2 billion of borrowings, which consisted of senior notes that were outstanding as of
August 31, 2014 and May 31, 2014, respectively, the estimated fair values of our borrowings using Level 2 inputs at August 31, 2014 and
May 31, 2014 were $35.1 billion and $26.4 billion, respectively.

4. INVENTORIES
Inventories consisted of the following:

(in millions)
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Raw materials
Work-in-process
Finished goods

Total
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August 31,
2014

$ 72
23
84

$ 179

11

May 31,

2014

74
28
87

189
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5. INTANGIBLE ASSETS AND GOODWILL

August 31, 2014

(Unaudited)

The changes in intangible assets for fiscal 2015 and the net book value of intangible assets at August 31, 2014 and May 31, 2014 were as

follows:

(Dollars in millions)

Software support agreements and related relationships
Hardware systems support agreements and related relationships
Developed technology

Core technology

Customer relationships and contract backlog

SaaS and PaaS agreements and related relationships and other
Trademarks

Total intangible assets subject to amortization
In-process research and development, net

Total intangible assets, net

Intangible Assets, Gross

May 31, August 31, May 31, August 31,
2014 Additions 2014 2014 Expense 2014
$ 5218 § $ 5218 $ (4403) $(139) $ (4542)
969 969 (530) (35) (565)
4,387 25 4412 2,176)  (167) (2,343)
1,617 1,617 (1,294) (61) (1,355)
2,054 1 2,055 (1,459) (72) (1,531)
1,789 4 1,793 (305) (48) (353)
516 516 (276) (25) (301)
16,550 30 16,580 (10,443)  (547)  (10,990)
30 (15) 15

$ 16580 $ 15 $16,595 $ (10,443) $(547) $(10,990)

(1) Represents weighted average useful lives of intangible assets acquired during fiscal 2015.
Total amortization expense related to our intangible assets was $547 million and $595 million for the three months ended August 31, 2014 and
2013, respectively. As of August 31, 2014, estimated future amortization expenses related to intangible assets were as follows (in millions):

Remainder of Fiscal 2015
Fiscal 2016

Fiscal 2017

Fiscal 2018

Fiscal 2019

Fiscal 2020

Thereafter

Total intangible assets subject to amortization
In-process research and development

Total intangible assets, net
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May 31,August 31,
2014 2014
$ 815 $ 676

439 404
2,211 2,069
323 262
595 524
1,484 1,440
240 215
6,107 5,590
30 15

$6,137 $5,605

Accumulated Amortization Intangible Assets, Net Weighted

Average

Useful Life(®)
N.A.
N.A.

3 years
N.A.
1 year

3 years
N.A.

3 years
N.A.

1,395
1,345
749
611
511
387
592

5,590
15

5,605
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The changes in the carrying amounts of goodwill, which is generally not deductible for tax purposes, for our operating segments for the three

months ended August 31, 2014 were as follows:

New Software
Licenses and

Cloud
Software
(in millions) Subscriptions
Balances as of May 31, 2014 $ 13,139
Goodwill from acquisitions 15
Goodwill adjustments" 13
Balances as of August 31, 2014 $ 13,167

Software
License
Updates and

Product
Support
$ 12472

$ 12472

Hardware

Systems
Support
$ 2,082

19

$ 2,101

Other® Total
$ 1,959 $ 29,652
7 22
1 33

$ 1,967 $ 29,707

(1) Pursuant to our business combinations accounting policy, we recorded goodwill adjustments for the effect on goodwill of changes to net assets acquired
during the measurement period (up to one year from the date of an acquisition). Goodwill adjustments were not significant to our previously reported

operating results or financial position.

(2 Represents goodwill allocated to our other operating segments and goodwill to be allocated to our operating segments upon completion of our intangible asset

valuations, if any.

12
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6. NOTES PAYABLE AND OTHER BORROWINGS
Senior Notes

In July 2014, we issued $10.0 billion of senior notes comprised of $1.0 billion of floating rate notes due July 2017 (2017 Notes), $750 million of
floating rate notes due October 2019 (2019 Floating Rate Notes), $2.0 billion of 2.25% notes due October 2019 (2019 Notes), $1.5 billion of
2.80% notes due July 2021 (2021 Notes), $2.0 billion of 3.40% notes due July 2024 (2024 Notes), $1.75 billion of 4.30% notes due July 2034
(2034 Notes) and $1.0 billion of 4.50% notes due July 2044 (2044 Notes and, together with the 2017 Notes, 2019 Floating Rate Notes, 2019
Notes, 2021 Notes, 2024 Notes and 2034 Notes, the Senior Notes). The floating rate notes bear interest at a floating rate equal to three-month
LIBOR plus 0.20% for the 2017 Notes and 0.51% for the 2019 Floating Rate Notes (0.43% and 0.74% as of August 31, 2014, respectively) with
interest payable quarterly. We issued the Senior Notes for general corporate purposes, which may include stock repurchases, payment of cash
dividends on our common stock, our acquisition of MICROS in September 2014 and future acquisitions, and repayment of indebtedness.

The effective interest yields of the 2019 Notes, 2021 Notes, 2024 Notes, 2034 Notes and 2044 Notes (collectively, the Fixed Rate Senior Notes)
at August 31, 2014 were 2.27%, 2.82%, 3.43%, 4.30% and 4.50%, respectively, and interest is payable semi-annually. In July 2014, we entered
into certain interest rate swap agreements that have the economic effect of modifying the fixed interest obligations associated with the 2019
Notes and 2021 Notes so that the interest payable on these notes effectively became variable based on LIBOR (0.72% and 0.87%, respectively,
at August 31, 2014; see Note 9 for additional information). We may redeem some or all of the Fixed Rate Senior Notes of each series prior to
their maturity, subject to certain restrictions, and the payment of an applicable make-whole premium in certain instances. The 2017 Notes and
2019 Floating Rate Notes may not be redeemed prior to their maturity.

The Senior Notes rank pari passu with any other notes we may issue in the future pursuant to our commercial paper program and all existing and
future unsecured senior indebtedness of Oracle Corporation (see Note 8 of Notes to Consolidated Financial Statements included in our Annual
Report on Form 10-K for the fiscal year ended May 31, 2014 for further information on our commercial paper program and other borrowings).
All existing and future liabilities of the subsidiaries of Oracle Corporation are or will be effectively senior to the Senior Notes and any future
issuances of commercial paper notes. We were in compliance with all debt-related covenants at August 31, 2014.

In July 2014, our 3.75% senior notes due July 2014 (2014 Notes) for $1.5 billion matured and were repaid, and we settled the fixed to variable
interest rate swap agreements associated with such fixed rate senior notes.

There have been no other significant changes in our notes payable or other borrowing arrangements that were disclosed in our Annual Report on
Form 10-K for the fiscal year ended May 31, 2014.

7. RESTRUCTURING ACTIVITIES
Fiscal 2013 Oracle Restructuring Plan

During the first quarter of fiscal 2013, our management approved, committed to and initiated plans to restructure and further improve
efficiencies in our operations (the 2013 Restructuring Plan). Our management subsequently amended the 2013 Restructuring Plan in the third
quarter of fiscal 2013 and in the first quarter of fiscal 2014 to reflect additional actions that we expect to take. The total estimated restructuring
costs associated with the 2013 Restructuring Plan are $705 million and will be recorded to the restructuring expense line item within our
consolidated statements of operations as they are incurred. We recorded $80 million of restructuring expenses in connection with the 2013
Restructuring Plan in the first quarter of fiscal 2015 and we expect to incur the majority of the estimated remaining $126 million through the end
of fiscal 2015. Any changes to the estimates of executing the 2013 Restructuring Plan will be reflected in our future results of operations.
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Summary of All Plans
Total Total
Accrued Three Months Ended August 31,2014  Accrued Costs  Expected
Accrued

May 31, Initial Adj. to Cash August 31, to Program
(in millions) 20142 Costs® Cost® Payments Others® 2014 Date Costs
Fiscal 2013 Oracle Restructuring Plan
New software licenses and cloud software subscriptions $ 12 $22 $ () $ (18) $ $ 15 $ 147 $ 158
Software license updates and product support 5 4 2) 7 22 34
Hardware systems business 18 28 (D (16) (D 28 166 208
Services 11 20 a7 14 119 166
General and administrative and other 15 9 @))] &) 2) 12 125 139
Total Fiscal 2013 Oracle Restructuring Plan $ 61 $83 $ 3 $ 62 $ 3 $ 76 $ 579 $ 705
Total other restructuring plans©® $108 $1 $@12 $ dn $ 1 $ 87
Total restructuring plans $ 169 $84 $(15 $ (73 $ (2 $ 163

1)

@)

3)

@

)

(6)

Restructuring costs recorded for individual line items primarily related to employee severance costs.

The balances at August 31, 2014 and May 31, 2014 included $112 million and $100 million, respectively, recorded in other current liabilities, and $51 million
and $69 million, respectively, recorded in other non-current liabilities.

Costs recorded for the respective restructuring plans during the current period presented.

All plan adjustments were changes in estimates whereby increases and decreases in costs were generally recorded to operating expenses in the period of
adjustments.

Represents foreign currency translation and certain other adjustments.

Other restructuring plans presented in the table above included condensed information for other Oracle-based plans and other plans associated with certain of
our acquisitions whereby we continued to make cash outlays to settle obligations under these plans during the period presented but for which the current
impact to our consolidated statements of operations was not significant.
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8. DEFERRED REVENUES
Deferred revenues consisted of the following:

(in millions)

Software license updates and product support
Hardware systems support and other
Services

Cloud SaaS, PaaS and IaaS

New software licenses

Deferred revenues, current
Deferred revenues, non-current (in other non-current liabilities)

Total deferred revenues

Form 10-Q

August 31,
2014

$ 7,498

738

376

249

78

8,939
464

$ 9403

May 31,
2014
$ 5,909
664
364
248
84

7,269
404

$ 7,673

Deferred software license updates and product support revenues and deferred hardware systems support revenues represent customer payments
made in advance for support contracts that are typically billed on a per annum basis in advance with corresponding revenues being recognized
ratably over the support periods. Deferred services revenues include prepayments for our services business and revenues for these services are

generally recognized

14
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