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By:

Nichole Heuerman, Deputy Clerk




Mr. Tom Olinger

Vice President, Corporate Controller
Oracle Corporation

500 Oracle Parkway

Redwood Shores, CA 94065

July 20, 2006

Subject: ESTIMATION OF THE FAIR VALUE OF CERTAIN ASSETS AND
LIABILITIES OF STEBEL SYSTEMS. INC. AS OF JANUARY 31, 2006

Dear Mr. Olinger:

This report presents our estimation of the Fair Value of certain assets and liabilities acquired
from Siebel Systems, Inc. (“Siebel” or the “Company™) as of January 31, 2006 (the “Valuation
Date™). We understand the results of our valuation will be used to assist Oracle Corporation
(“Oracle™) management (“Management”) in allocating the Siebel purchase price for financial
reporting purposes.

FAIR VALUE

The Glossary in Appendix F of Statement of Financial Accounting Standards (“SFAS”) 141 on
Business Combinations defines Fair Value as “The amount at which an asset (or liability) could
be bought (or incurred) or sold (or settled) in a current transaction between willing parties, that
is, other than in a forced or liquidation sale.” For the purposes of this engagement, we assumed
the Company’s existing business to be ongoing.

Highly Confidential Information - Attoreys' Eyes Only ORCL00312748



Number

1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0

9.0

10.0
11.0
12.0
13.0
14.0

15.0

APPENDIX I- DETERMINATION OF DISCOUNT RATE

TABLE OF CONTENTS

SCOPE

Page
Number

SOURCES OF INFORMATION

PROCEDURES

HISTORY AND NATURE OF BUSINESSES

INDUSTRY OUTLOOK

VALUATION METHODS

VALUATION OF EXISTING AND IN-PROCESS TECHNOLOGY

12

19

VALUATION OF PATENTS/CORE TECHNOLOGY

VALUATION OF MAINTENANCE AGREEMENTS AND RELATED CUSTOMER
RELATIONSHIPS

20

VALUATION OF CUSTOMER RELATIONSHIPS

22

VALUATION OF TRADE NAME/TRADEMARKS

24

VALUATION OF NON-COMPETITION AGREEMENT

25

VALUATION OF DEFERRED REVENUE

28

SUMMARY CONCLUSION

32

LIMITING CONDITIONS

33

34

Highly Confidential Information - Attomeys' Eyes Only

ii

ORCL00312749



INDEX TO EXHIBITS

EXHIBIT 1.0 SUMMARY OF VALUES

ExHIBIT 2.0 VALUATION OF EXISTING TECHNOLOGY

EXHIBIT 3.0 VALUATION OF IN-PROCESS TECHNOLOGY

EXHIBIT 4.0 VALUATION OF PATENTS/CORE TECHNOLOGY

ExmsBIT 5.0 VALUATION OF MAINTENANCE AGREEMENTS AND RELATED CUSTOMER
RELATIONSHIPS

EXHIBIT 6.0 VALUATION OF CUSTOMER RELATIONSHIPS

ExwHisIT 7.0 VALUATION OF TRADE NAME/TRADEMARKS

EXHIBIT 8.0 VALUATION OF NON-COMPETITION AGREEMENT

EXHIBIT 9.0 REVENUE ALLOCATION

EXAIT 10.0 FINANCIAL PROJECTIONS

ExHiBIT 11.0 WEIGHTED AVERAGE COST OF CAPITAL

EXHIBIT 12.0 VALUATION OF DEFERRED REVENUE

iii

Highly Confidential Information - Attorneys' Eyes Only _ ORCL00312750



Mr. Tom Olinger
Letter Report
July 20, 2006

1.0 SCOPE

We valued the following assets and liabilities of Siebel (the “Subject Assets and Liabilities™):
Intangible Assets:

. Existing Technology;

. In Process Research and Development (“IPR&D”);

Y Patents/Core Technology;

. Maintenance Agreements and Related Customer Relationships;
. Customer Relationships; -
. Trade Name/Trademarks;

° Non-Competition Agreement; and

Liabilities:

. Deferred Revenue.

We estimated the Fair Value (and remaining useful lives) of the Subject Assets and Liabilities of
Siebel as of January 31, 2006 in accordance with SFAS 141: Business Combinations, SFAS 142;
Goodwill and Other Intangible Assets, and Financial Accounting Standards Board (“FASB”)
Interpretation No. 4: Applicability of FASB No. 2 to Business Combinations Accounted for by the
Purchase Method, “ and EITF Issue No. 01-3, Accounting in a Purchase Combination for
Deferred Revenue of an Acquiree”:

In accordance with our agreement, this report is limited to the Fair Value of the Subject Assets
and Liabilities of Siebel. One or more additional issues may exist that could affect the Federal
tax treatment of the Subject Assets and Liabilities with respect to which we have prepared this
report. This report does not consider or provide a conclusion with respect to any of those issues.
With respect to any significant Federal tax issue outside the scope of this report, this report was
not written, and cannot be used, by anyone for the purpose of avoiding Federal tax penalties.

It is our understanding that Management will use our analysis for financial reporting purposes.
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2.0 SOURCES OF INFORMATION

In the course of our valuation analysis, we relied upon financial and other information, including
prospective financial information obtained from Management, Siebel’s management, and from
various public, financial, and industry sources. Our conclusion is dependent on such information
being complete and accurate in all material respects. However, as is customary in the business
valuation profession, the scope of our work will not enable us to accept responsibility for the
accuracy and completeness of such provided information.

The principal sources of information used in performing our valuation include:
¢ Unaudited Siebel financial information as of January 31, 2006;
e “Project Sierra Operating Model,” provided by Management;

e “Project Sierra: Sierra Valuation Analysis” developed by Morgan Stanley, dated September
8, 2005, provided by Management;

o Executive Consulting and Release Agreement between George T. Shaheen (“Executive”) and
Oracle, dated January 31, 2006;

o Employment Agreement between Executive and Siebel (the “Siebel Employment
Agreement”), dated April 12, 2005; ’

o International Data Corporation (“IDC”) report titled “Worldwide CRM Applications 2005-
2009 Forecast: Preliminary Findings Show Positive Growth,” dated March 2005;

» IDC report titled “Worldwide Enterprise Applications 2004-2008 Forecast and Analysis:
2003 Vendor Shares and First-Half 2004 Results,” dated October 2004;

e IDC report titled “Worldwide CRM Applications 2004 Vendor Shares: Let the Games
Begin,” dated July 2005,

e IDC report titled “Worldwide CRM Applications 2005-2009 Forecast Update; Slow and
Steady Wins the Race,” dated November 2005;

o IDC report titled “Worldwide Enterprise Resource Planning Applications 2004-2008
Forecast: First Look at Top 10 Vendors,” dated May 2004;

e IDC report titled “Worldwide Human Resources Management and Payroll Processing
Applications 2004-2008 Forecast and 2003 Vendor Shares,” dated December 2004;
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o IDC report titled, “Worldwide Accounting and Financial Management Applications 2004~
2008 Forecast and:2003 Vendor Shares,” dated November 2004;

e IDC report titled “Worldwide Web Services Software 2004-2008 Forecast: Cautious
Adoption Continues,” dated April 2004;

e IDC report titled “Worldwide Business Analytics (BA) Software 2004-2008 Forecast and
2003 Vendor Shares,” dated September 2004;

e Form S-4 Ozark Holding, Inc. and amendments, dated December 29, 2005;

o Discussions with Siebel management and Management on the history, current status, and
future prospects for the Subject Assets as of the Valuation Date;

e Bloomberg’s on-line database covering financial markets, commodities, and news;
e (Capital IQ, an on-line provider of global private and public capital market data;

e Form 10Ks, 10Qs and other financial filings for Oracle, Siebel, and comparable companies;
and

e Publicly-available financial, marketing, strategic, and other information as obtained from
various sources, including but not limited to, analyst reports and related articles.

3.0 PROCEDURES

In general, our procedures included, but were not limited to, the following:

¢ Analysis of conditions in, and the economic outlook for, the Customer Relationship
Management (“CRM”) segment of the enterprise software industry; ‘

¢ Analysis of general market data, including economic, governmental, and environmental
forces that may affect the value of the Subject Assets and Liabilities;

¢ Discussions concerning the history, current state, and future operations of Siebel with
Management and the management of the Company; .

¢ Discussions with Siebel management and Management to obtain an explanation and
clarification of data provided,

¢ Analysis of Siebel’s operating and financial results;
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e Analysis of financial and operating projections including revenues, operating margins (e.g.,
earnings before interest and taxes), working capital investments, depreciation, and capital
expenditures based on Siebel’s historical operating results, industry results and expectations,
and Management representations. Such projections formed the basis for the Income
Approach; and

e Analysis of other facts and data considered pertinent to this valuation to arrive at a
conclusion of Fair Value of the Subject Assets.

40 HISTORY AND NATURE OF BUSINESSES'
4.1 Oracle Corporation

Oracle was founded by Lawrence J. Ellison, Bob Miner, and Ed Oates'in 1977 and is
headquartered in Redwood Shores, California. Oracle develops, manufactures, markets, and
distributes computer software that enables organizations to manage their businesses. Its software
products are classified as database and middleware software and applications software.

Database and middleware software is used for developing and deploying applications on the
Internet and on corporate Intranets, and includes database management software, application
server software, development tools, and collaboration software. Applications software is used to
automate business processes and to provide business intelligence for financials, projects,
marketing, sales, order management, procurement, supply chain, manufacturing, service, and
human resources. The company also offers software license updates and product support, and
other services, including consulting, Oracle On Demand, and education. Oracle’s consulting
services provide design, implementation, deployment, upgrade, and migration services for its
database, middleware, and applications software. Oracle On Demand offers services for its
products through three core offerings: E-Business Suite On Demand, Technology On Demand,
and Collaboration Suite On Demand as well as advanced customer services. In addition, the
company provides training to customers and partners. In the United States, Oracle markets its
products and services primarily through its own direct sales and service organization, and
internationally through the companies that are members of the Oracle Partner Network.

In the fiscal year ended May 31, 2005, Oracle generated $11.8 billion in revenue and net income
of $2.9 billion. -For the trailing four quarters ended November 30, 2005, Oracle generated $12.9
billion in revenue and net income of $2.9 billion. As of fiscal year 2005, Oracle employed
49,872 full-time employees, including 11,445 in sales and marketing, 4,937 in license updates
and product support, 14,125 in services, 13,114 in research and development and 6,251 in
general and administrative positions. Of these employees, 21,544 were located in the United
States and 28,328 were employed internationally. As of January 31, 2006, Oracle’s market
capitalization was approximately $64.9 billion.

1 Source: Form S-4 Ozark Holding, Inc., Oracle’s financials and press releases, www.oracle.com, and discussions
with Management, ’

4
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4.2 Siebel Systems, Inc.

Founded in 1993 by Thomas Siebel, Siebel is a leading provider of customer-facing solutions
that deliver demonstrable business results and long-term competitive advantage. Siebel’s
multichannel offerings allow organizations to intelligently manage and coordinate all customer
interactions across the Internet, contact center, field sales/service force, branch/retail network
and indirect and partner distribution channels. Siebel’s solutions draw upon Siebel’s industry-
leading capabilities in customer relationship management, business intelligence, and customer
data integration and can be deployed as licensed software or as a hosted service. Siebel’s
solutions are tailored to the particular needs of 23 industries and incorporate industry-specific
business processes, best practices, and business insight. They are the product of more than $2
billion in R&D investments and reflect over 13 years of experience with more than 4,000
organizations. Together with its extensive global network of alliance partners, Siebel provides
the people, process and technology expertise critical in driving business value from the
deployment of customer-facing solutions. -

In the fiscal year ended December 31, 2005, Siebel generated $1.4 billion in revenue and net
income of $62.8 million. As of the Valuation Date, Siebel employed 4,839 full-time employees.

4.3 Background of Transaction

In June 2005, following the annual meeting of Siebel stockholders, senior management of Oracle
contacted Thomas Siebel (“Mr. Siebel”), Chairman of the Board of Directors of Siebel, to
discuss the possibility of Oracle acquiring Siebel at a price, to be paid in cash and/or stock, of
approximately $11.00 per share. Mr. Siebel stated that he felt that the Siebel Board of Directors
would be more receptive to a higher per share price. Oracle senior management contacted Mr.
Siebel later that day, indicating that Oracle may be willing to pay a price in the range of $11.00
to $12.60 per share, subject to further business and financial analysis and due diligence.

Between June 10, 2005 and the execution of the merger agreement in September 2005, Mr.
Siebel had a number of conversations with members of the Siebel Board of Directors to discuss
and review the potential transaction with Oracle. Mr. Siebel also worked closely with George T.
Shaheen, the Chief Executive Officer (“CEO”) of Siebel, and other members of Siebel
management throughout this period to analyze and review the transaction.

Oracle and its advisors engaged in a due diligence review and discussed with Siebel and its
advisors the valuation and timing of the proposed transaction. In late June 2005, Oracle
indicated that based on further discussions and analyses, the Company was not willing to enter
into a transaction at the high end of the range that was previously discussed, and that the
Company likely would not be able to execute a definitive agreement by the end of June.

In the beginning of July 2005, Charles Phillips (Co-President of Oracle) contacted Mr. Siebel

and indicated that Oracle was not prepared to commence negotiations at the time but wanted to
continue its due diligence investigation of Siebel. After discussions with the executive
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committee at Siebel, Mr. Siebel communicated to Oracle that Siebel wished to terminate
discussions with Oracle.

Following Siebel’s report of its quarterly financial results in early August 2005, Oracle discussed
with Siebel the possibility of reopening discussions with respect to a possible business
combination. At the Siebel executive committee meetings on August 11, 2005 and August 12,
2005, the committee members discussed the potential transaction with Oracle and determined
that Siebel should re-engage in discussions with Oracle. From August 16, 2005 though
September 7, 2005, Oracle and its advisors re-engaged in a due diligence review of Siebel.

In September 20035, senior management of both companies negotiated the deal price and
structure, concluding on $10.66 per share.

On September 12, 2005, Oracle and Siebel executed and delivered the merger agreement and
issued a joint press release announcing the transaction. The deal price of $10.66 per share
represented a 16.8% premium over Siebel’s stock price of $9.13 as of September 11, 2005. The
transaction closed on January 31, 2006. The total allocable purchase consideration was
approximately $6.1 billion,

Through the acquisition, Oracle became the leader in the CRM segment of the enterprise
software industry as Siebel offered the best-in-class CRM solutions as of the Valuation Date.
The customer-facing CRM solutions will help Oracle become a more important strategic
solutions provider, further augmenting Oracle’s position in the enterprise sofiware industry.
Other considerations relied upon to approve the acquisition were: (1) Siebel adds significant
customer references and industry expertise in customer centric applications; 2) customers are
seeking to lower costs and complexity with a smaller number of strategic information technology
(“IT”) vendors; (3) Siebel’s complementary solutions and customer base provide Oracle with
additional cross-sell and up-sell opportunities; (4) the combined company will further amplify
Oracle’s commitment to deployment flexibility, whether on premise, hosted, or hybrid models;
(5) the acquisition strengthens relationships with many key partners that influence customer
decisions on application purchases; and (6) the combined company can more effectively compete
with other enterprise.software vendors such as SAP and Microsoft.
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50 INDUSTRY OUTLOOK?
Enterprise Applications

Preliminary research indicates that in 2004, the enterprise applications market grew 5.7%,
compared with 2.8% in 2003. This data suggests that the recovery in the enterprise applications
arena has indeed solidified, with growth roughly on par with gross domestic products (“GDPs”)
of developed nations.

General macroeconomic expansions helped drive wider adoptions of enterprise applications.
Globalization trends also forced companies to analyze their use of technology to achieve greater
efficiency. Although the 2003 consolidation activity in the enterprise applications industry may
have been distracting to corporate buyers, the long-term effects will be minimal as new players
such as Web services providers and business process outsourcers enter the market. Compliance
issues arising from corporate governance issues such as the Sarbanes-Oxley Act also gave
incentive for companies to invest in enterprise applications, especially in the finance and
accounting segment. Aggressive pricing strategies, sparked by vendors’ willingness to trade
margins for greater unit volumes, have slightly offset the aforementioned positive drivers in
2003.

Horizontal enterprise applications developers must take advantage of the vertical and mid-
market opportunities that will arise in 2005 and beyond. Some strategies to do this include the
single data model approach promoted by vendors like Oracle, cross-selling between business
units, and heavy investment into the original equipment manufacturer (“OEM”) channel to
squeeze applications into technology stacks of vertical solutions. There is also a lot of potential
in numerous foreign markets for applications vendors to arise. As sofiware developers in these
low cost countries become more available, existing applications vendors will be able to reduce
their development expenses. Fast-growing regions will also start consuming more software in
order to accommodate for growth in their own manufacturing and services industries. Efforts by
corporations to standardize their technology platforms could be hampered if their frequency of
mergers and acquisitions outpaces their ability to reduce the number of applications they use or
inherit. This trend will most likely not last forever, but it may provide best-of-breed applications
vendors more opportunities to penetrate organizations that are resisting parent companies’

2 Based on IDC Reports titled “Worldwide CRM Applications 2005-2009 Forecast: Preliminary Findings Show
Positive Growth, dated March 2005, “Worldwide Enterprise Applications 2004-2008 Forecast and Analysis: 2003
Vendor Shares and First-Half 2004 Resuits,” dated October 2004, “Worldwide Enterprise Portal Software 2004
Vendor Shares: Adoption Increases as Customers Deploy Portals to Improve Specific Business Processes,” dated
November 2005, Worldwide CRM Applications 2004 Vendor Shares: Let the Games Begin,” dated July 2005,
“Worldwide CRM Applications 2005-2009 Forecast Update; Slow and Steady Wins the Race, dated November
2005, “Worldwide Enterprise Resource Planning Applications 2004-2008 Forecast: First Look at Top 10 Vendors,”
dated May 2004, “Worldwide Human Resources Management and Payroll Processing Applications 2004-2008
Forecast and 2003 Vendor Shares,” dated December 2004, “Worldwide Accounting and Financial Management
Applications 2004-2008 Forecast and 2003 Vendor Shares,” dated November 2004, “Worldwide Web Services
Software 2004-2008 Forecast: Cautious Adoption Continues,” dated April 2004, and “Worldwide Business
Analytics (BA) Software 2004-2008 Forecast and 2003 Vendor Shares,” dated September 2004.
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desires to depend on enterprise-suite vendors. Consumer oriented industries may stimulate
demand for inventory management applications as their private-label businesses grow. Taking
these factors into consideration, IDC forecasts a worldwide 5.3% compound annual growth rate
(“CAGR”) for the 2006-2009 period. Western Europe is forecast to have the lowest growth with
a 3.8% CAGR, and then North America with a 5.0% CAGR. Asia/Pacific is forecast to have a
CAGR of 7.4%, and the “Rest of World” region is forecast to have the highest growth with a
10.1% CAGR.

Customer Relationship Management Applications

CRM enterprise applications automate the customer-facing business processes within an
organization irrespective of industry specificity (i.e. sales, marketing, customer service, and
contact center). Collectively, these applications serve to manage the entire life cycle of a
customer—including the conversion of a prospect to a customer—and help an organization build
and maintain successful relationships. -

The CRM applications market’s 6.9% increase in revenue in 2004 marks the first positive
growth year since 2000. This performance is a long-awaited return to positive growth for this
segment. Among the segments included in the worldwide CRM market, the sales automation
market experienced the highest growth of 8.7%, reflecting a bit of pent-up demand and the
success of Salesforce.com in 2004.

Software as a service is now becoming a viable alternative to traditional CRM applications.
Companies such as Salesforce.com and RightNow Technologies offer hosted applications that
have shown distinct advantages. Because they are hosted and Web native, these services may
provide more flexibility and allow reductions in internal staff requirements. IDC projects a 4.7%
CAGR for the CRM market over the 2006-2009 period. Although end-user skepticism and the
poor economy hindered the CRM market over the last several years, 2003 showed promise and
2004 delivered on the promise of resurgence. Despite a lackluster market, CRM applications
and their fundamentals, in terms of business process and operations, are required functions
within an organization. As the Internet-based economy completes its entrenchment, the
pressures of real-time response, consistency of information delivery, timely customer handling,
and organizational transparency in customer interactions make CRM strategy a mandate.

As end-user organizations shop for and absorb the required technologies, suppliers are faced
with an important underlying shift in the power structure. End-user organizations have gained
the upper hand and are now a more informed and exacting buyer. During the slow years, a
number of new technologies have emerged and evolved, such as Web services, the software on
demand (SoD) model, and enterprise computing platforms. End-user organizations have taken
the time to become educated about the potential and value of these technologies and their own
ability to absorb risk. They have been designing their inner environment with these technologies
as either future components of the framework or current requirements. This attention to the
long-term road map is placing pressure on suppliers to demonstrate how they offer value today,
fit into a framework, and will continue to deliver flexibility in the future.
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At the end of 2004, the leaders in CRM were engaged in heavy competition. Siebel, Oracle, and
SAP, all traditional transactional CRM suppliers, dominate the top 3 positions. Siebel remained
the market leader with over $1.0 billion in revenue in 2004, capturing 10.7% market share. The
newly combined Oracle/PeopleSoft entity moved ahead of SAP by 0.1 percentage point to
capture the second place position. Oracle finished with a revenue market share of 6.8%, while
SAP held third with 6.7%. The next cluster of suppliers, ranked fourth through eighth in the
market, are clustered between 4% and approximately 3% of the overall market per company.
This close grouping is a mixed set of both contact center enabling suppliers and transactional
vendors. Avaya, Aspect, and Genesys (placed fourth, fifth, and seventh, respectively) are
market leaders in the contact center market and finished the year within the top 10 for the
broader CRM applications arena. Sprinkled among them are Amdocs (in sixth) and Reynolds &
Reynolds (in eighth), both transactional vendors with more vertical-oriented installed bases.

6.0 VALUATION METHODS -

We considered the following approaches when estimating the Fair Value of the Subject Assets:
the Income Approach, the Market Approach, and the Cost Approach.

Income Approach

The Income Approach indicates the Fair Value of an asset based on the value of the cash flows
that the asset can be expected to generate in the future. This approach is typically estimated
through a Discounted Cash Flow Method.

The Discounted Cash Flow Method is comprised of four steps: 1) Estimate future cash flows for
a certain discrete projection period; 2) Discount these cash flows to present value at a rate of
refurn that considers the relative risk of achieving the cash flows and the time value of money;
3) Estimate the residual value of cash flows (if any) subsequent to the discrete projection period;
and 4) Combine the present value of the residual cash flows with the discrete projection period
cash flows to indicate the asset’s Fair Value.

Securities and Exchange Commission (“SEC”) approved guidelines on in-process research and
development discussed in the AICPA IPR&D Practice Aid were utilized in the traditional

Income Approach.

The Income Approach was used to estimate the Fair Value of the Company’s Existing
Technology, In-Process Technology, Maintenance Agreements and Related Customer
Relationships, and Non-Competition Agreement.

We used the Income Approach in our valuation of the Non-Competition Agreement because of
its appropriateness in calculating the value of such an asset to an investor. In estimating the Fair
Value of the Non-Competition Agreement, we use a variation of the Income Approach called the
Differential Cash Flow Method. As discussed above, the Income Approach measures the total

9
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cash flow available to an investor due to the ownership of a specific asset. Accordingly, an
investor would be willing to pay a price equal to the present value of the incremental cash flows
attributable to the economic benefit derived from the Non-Competition Agreement.

Royalty Savings Method

In estimating the Fair Value of the Patents/Core Technology and Trade Name/Trademarks, we
use a variation of the Income Approach called the Royalty Savings Method. This methodology
is considered the standard and preferred technique to value such intangible assets. In the
Royalty Savings Method, we estimate the value of an asset by capitalizing the royalties saved
because the company owns the asset. In other words, the asset’s owner realizes a benefit from
owning the intangible asset rather than paying a rent or royalty for the use of the asset.

The Royalty Savings Method was used to estimate the Fair Value of the Company’s
Patents/Core Technology and Trade Name/Trademarks.

Market Approach

The Market Approach is a valuation technique that estimates the Fair Value of an asset based on
market prices in actual transactions and on asking prices for assets currently available for sale.
The valuation process is a comparison and correlation between the subject asset and other similar
assets. Considerations such as time and condition of sale and terms of agreements are analyzed
for comparable assets and are adjusted to arrive at an estimate of the Fair Value of the Subject
Assets.

The Market Approach was not applied in our analysis due to the lack of comparable asset
transactions.

Cost Approach

The Cost Approach is a valuation approach that uses the concept of replacement cost as an
indicator of Fair Value. The premise of the Cost Approach is that a prudent investor would pay
no more for an asset than the amount for which the asset could be replaced. Replacement cost
new, which refers to the cost to replace the property with like utility using current material and
labor rates, establishes the highest amount a prudent investor would pay. To the extent that an
existing asset will provide less utility than a new one, the value of that asset is less.
Accordingly, replacement cost new is adjusted for loss in value due to physical deterioration,
functional obsolescence, and economic obsolescence.

The Cost Approach was used to estimate the Fair Value of the Company’s Customer
Relationships.

The approaches used to estimate Siebel’s Deferred Revenue will be discussed in Section 13.0.

10
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6.1  Weighted Average Cost of Capital

When applying the Discounted Cash Flow Method (a form of the Income Approach), the cash
flows expected to be generated by a business are discounted to their present value equivalent
using a rate of return that reflects the relative risk of the investment, as well as the time value of
money. This return is an overall rate based upon the individual rates of return for invested
capital (equity and interest-bearing debt). This return, known as the weighted average cost of
capital (“WACC"), is calculated by weighting the required returns on interest-bearing debt,
preferred equity capital, and common equity capital in proportion to their estimated percentages
in an expected capital structure.

In determining a discount rate using the WACC, we utilized the following general formula for

calculating the WACC:
WACC = Kd *(d%) + Kp * (p%) + Ke * (%) -
where:
Kd = After-tax rate of return on debt capital;
d% = Debt capital as a percentage of the sum of the debt, preferred and
’ common equity capital (“Total Invested Capital”);
Kp = Rate of retumn on preferred equity capital;
p% = Percentage of preferred equity capital to the Total Invested Capital;
Ke = Rate of retum on common equity capital; and
% = Common equity capital as a percentage of the Total Invested Capital.

We estimated the WACC using a Capital Asset Pricing Model (“CAPM”). This method is
discussed in detail in Appendix I.

Conclusion

Based on our analysis, we estimated typical investors would require a WACC of 11.0% for an
investment in the Company’s industry. We also considered the internal rate of return (“IRR”)
that returns the allocable purchase consideration using the forecasts in Exhibit 10.0 and a
residual growth rate of 3.5%. The IRR was approximately 12.0%. We believe the IRR (in this
case) is most reflective of a market participant based discount rate given the Company’s specific
risk profile and the significant projected increase in operating margins. In determining the
appropriate discount rates to use in valuing each of the individual intangible assets, we adjusted
the discount rate of 12.0% giving consideration to specific risk factors of each asset.

For the purposes of our analysis, we applied a discount rate of 10.0% to the Existing Technology
to reflect the lack of technological risk and market risk associated with achieving the forecasted
sales attributable to Existing Technology as Siebel applications were commercially available and
deployed as of the Valuation Date. Consistent with guidance in the AICPA IPR&D Practice
Aid, we applied discount rates higher than the IRR to the In-Process Technology (see Table 1)
based upon the additional risk related to the product’s development and success as well as the

11
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product’s stage of completion as of the Valuation Date. A discount rate of 11.0% was applied to
the Patents/Core Technology to reflect the risk of the asset revenues derived from the Existing
and In-Process Technology and Maintenance Agreements and Related Customer Relationships.
A discount rate of 10.0% was applied to the Maintenance Agreements and Related Customer
Relationships, Customer Relationships, and Trade Name/Trademarks to reflect the lower risk of
the assets as they were existing as of the Valuation Date. A discount rate of 12.0% was applied
to the Non-Competition Agreement as the asset is reflective of the overall risk of the business.

Table 1 identifies each intangible asset and the discount rate applied:

Table 1 - Intangible Asset Discount Rates
Existing Technology — License : 10%
Existing Technology — OnDemand L 10%
In-Process Technology — CRM 17%
In-Process Technology — OnDemand 18%
Patents/Core Technology 11%
Mainienance Agreements and Related Customer Relationships 10%
Customer Relationships 3 10%
Trade Name/Trademarks 10%
Non-Competition Agreement 12%

The discount rates used to estimate Siebel’s Deferred Revenue will be discussed in Section
13.0.

We also completed a weighted average rate of return on assets (“WARRA”) calculation to assess
the level of discount rates applied to the assets. Our WARRA analysis produced an implied rate
of return on goodwill of approximately 20.2%.

7.0 VALUATION OF EXISTING AND IN-PROCESS TECHNOLOGY

Overall Methodology

In accordance v;ith the provisions of SFAS 141 and SFAS 142, all identifiable assets acquired
were analyzed to determine their Fair Values (and remaining useful lives).

As the basis for identifying the IPR&D, the development projects were evaluated in the context
of Interpretation 4 of FASB Statement No. 2. In accordance with these provisions, the research
and development projects were examined to determine if there were any alternative future uses.

3 As the Customer Relationships were valued on a Cost Approach, the discount rate was only used in computing the
tax benefit of amortization.
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Such evaluation consisted of a specific review of the efforts, including the overall objectives of
the project, progress toward the objectives, and the uniqueness of the developments of these
objectives. Furthermore, each JPR&D project was reviewed to determine if technological
feasibility had been achieved.

FASB Definitions of IPR&D

IPR&D involves products which fall under the following definitions of research and
development as defined by FASB Statement No. 2 (“FASB 27):

e Research is defined as “the planned search or critical investigation aimed at discovery of new
knowledge with the hope that such knowledge will be useful in developing a new product or
service (hereinafter “product”) or a new process or technique (hereinafter “process™) or in
bringing about a significant improvement to an existing product or process.” 4

e Development is defined as “the translation of research findings or other knowledge into a
plan or design for a new product or process or for a significant improvement to an existing
product or process whether intended for sale or use. It includes the conceptual formulation,
design, and testing of product alternatives, construction of prototypes, and operation of pilot
plants. It does not include routine or periodic alterations to existing products, production
lines, manufacturing processes, and other on-going operations even though those alterations
may represent improvements and it does not include market research or market testing
activities.”

In assessing Siebel’s R&D projects, we considered many key characteristics of Siebel as well as
its future prospects, the rate technology changes in the industry, product life cycles, and various
projects’ stage of development.

Existing and In-Process Technology

Siebel’s multichannel offerings allow organizations to intelligently manage and coordinate all
customer interactions across the Internet, contact center, field sales/service force, branch/retail
network, and indirect and partner distribution channels. Siebel’s solutions draw upon Siebel’s
industry-leading capabilities in customer relationship management, business intelligence, and
customer data integration and can be deployed as licensed software or as an OnDemand hosted
service. Siebel’s current product offerings include CRM 7.8, Analytics 7.8, Siebel Components
Assembly (“SCA”) 3.0, and OnDemand 10.0.

In-process research development efforts as of the Valuation Date were primarily related to the
development of CRM 8.0 and OnDemand 11.0. Based on discussions with Siebel management,
development efforts on CRM 8.0 were related to industry applications enhancements such as

4 Statement of Financial Accounting Standards No. 2: Accounting for Research and Development Costs.
3 Ibid. : .
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claims management, web services, manageability enhancements, a task-based user interface, and
an improved user interface similar to OnDemand. The development of CRM 8.0 began in March
2004 and is expected to be complete by September 2006. Development efforts on OnDemand
11.0 were related to additional administrative tools and industry applications such as e-mail
marketing and stack support. The development of OnDemand 11.0 began in September 2005
and is expected to be complete by May 2006.

Based on discussions with Management, we understand that these development projects are
critically important and add new functionalities necessary to address customer needs, drive
market acceptance, and fiel the overall revenue growth profile of Siebel’s CRM software
products.

In-Process Research and Development

The CRM segment of the enterprise software industry requires innovative technology to address
the evolving needs of the consumer. Siebel’s future success will depend on its ability to achieve
scientific and technological advances and to translate such advances into commercially
competitive products on a timely basis that keep pace with competing technological
developments and address the increasingly sophisticated needs of its customers. Siebel’s in-
process products are at a stage of development that require further research and development to
determine technical feasibility and commercial viability.

Developing new products and functionalities is time-consuming, costly, and complex. Because
the In-Process Technology is not yet complete and not yet generating revenue and profits, there
is risk that the developments will not be completed and/or not competitive with other products
using alternative technologies that offer comparable functionalities.

Existing and In-Process Technology Valuation

The attached Exhibits (see Exhibits 2.0 through 3.0) present the discounted cash flow models
used to value the Existing Technology and In-Process Technology and detail the assumptions
used in their development. In the valuation analysis, one of the initial steps was to segregate
Siebel’s product revenues into three categories: (1) existing technology; (2) in-process
technology; and (3) future technology. In segregating the Company’s products among these
three categories, we considered the Company’s product development process as well as
guidelines regarding IPR&D from various FASB pronouncements and the AICPA Practice Aid.

Management prepared revenue projections for Siebel for the second half of the fiscal year ending
May 31, 2006 (“2H 06™) and the fiscal years ending May 31, 2007 through 2012 (the “Projection
Period”). Based on discussions with Management, the projections are representative of what a
hypothetical third-party buyer (market participant) can achieve. The revenue forecast is
reflective of the synergies that Siebel can achieve by leveraging Oracle’s distribution channels
and global sales force. We assessed the reasonableness of the projections by comparing the
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projected revenue growth and operating margins to comparable companies and market
participants. We also considered industry CAGRs as discussed in detail in Section 5.0.

We then segregated the product revenues into existing, in-process, and future revenues based on
the scheduled release date and economic life for each of the products.

Next, consistent with the AICPA Practice Aid, we estimated the stage of completion for the In-
Process Technology to determine the level of discount rate to be applied in the valuation
analysis. Based on discussions with Siebel management, we estimated R&D expenses incurred
to date and the total R&D expenditures expected to be incurred for the in-process products under
development. Total estimated costs incurred to date and associated costs to complete are shown
on Table 2. These estimates were based on project development timelines and resource
requirements determined in discussions with Siebel management and Management.

Table 2 In-Process Technology — Costs Incurred and Cost to Complete (in 3000s,

Siebel CRM 8.0 $ 276,000 3 106,500
Siebel CRM OnDemand 11.0 _ 12,750 6,000

The stage of completion based on time incurred was calculated by dividing the time incurred to
date by the total time to develop the product. The stage of completion based on costs was
calculated by dividing R&D expenses incurred to-date by total estimated development costs for
each product. Siebel management also provided us with an estimate of the percentage complete
based upon design milestones achieved. We averaged the time-based and cost-based percent
complete estimates with Siebel management’s qualitative assessment of the stage of completion
based on the complexity of milestones achieved as of the Valuation Date for the In-Process
Technology to determine the average stage of completion for the products. Details of this
approach are presented in Exhibit 3.2.

Based on our analysis of the level of completion and the risk associated with the In-Process
Technology, we adjusted the discount rate upwards for the In-Process Technology.

Cost of goods sold, research and development expense, sales and marketing expense, and general
and administrative expense for both existing and in-process products were estimated as a
percentage of revenue based on Management’s projections for the Projection Period.

“Pre-tax Charges” and “Post-tax Returns” were deducted from operating income to derive the
free cash flow attributable to Existing and In-Process Technology. Since certain other assets
contribute to the cash flow initially attributable to technology, returns to these other assets, or
“capital charges,” were calculated and deducted from pre-tax operating income to isolate the
cash flow solely attributable to the technology. Based on our analysis and identification of other
assets, pre-tax charges were taken for Patents/Core Technology, Trade Name/Trademarks, and
Non-Competition Agreement. Post-tax refumns were computed for property, plant, and
equipment, working capital, customer relationships, and assembled workforce. The profit
attributable to Product Level Technology was deducted from the Maintenance Agreements and
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Related Customer Relationships and added to the Existing and In-Process Technology cash
flows. Taxes were then applied to estimate free cash flow.

We then converted the estimated cash flows attributable to technology to its present value
equivalent using the discounts rates indicated in Table 1 for Existing Technology and In-Process

Technology.

The Fair Value of Siebel’s Existing and In-Process Technology was then estimated as the sum of
the present value of the cash flows attributable to each type of technology respectively.

Assumptions

For the Income Approach, Management projected revenue and expenses for 2H 06 and the fiscal
years ending May 31, 2007 through 2012. The following assumptlons were made relating to the
projection of Siebel’s cash flows for the Projection Period:

¢ Revenue — Management projected total license revenue (as presented in Exhibit 10.0, page 1
of 2) to be $117.0 million in 2H 06 and to grow from $240.0 million in fiscal year 2007 to
$248.8 million in fiscal year 2011. Total license revenue represents a CAGR of 0.9% from
fiscal years 2007 to 2011. Management projected OnDemand to be $16.5 million in 2H 06
and to grow from $40.4 million in fiscal year 2007 to $66.9 million in fiscal year 2011. Total
OnDemand revenue represents a CAGR of 13.4% from fiscal years 2007 to 2011. IDC
forecasts a CAGR of 4.7% over the three-year period from 2006 to 2009 for the CRM
segment of the enterprise software market. License revenue was then further segregated
between CRM, Analytics, and SCA based on discussions from Management.

¢ Costs of Goods Seld (“COGS”) — COGS, as a percentage of license revenue, were
projected to be 4.0% in 2H 06, 3.6% in 2007, and 3.0% for the remainder of the Projection
Period. COGS, as a percentage of OnDemand revenue, were projected to be 30.0%
throughout the Projection Period.

¢ Research and Development (“R&D”) ~- R&D expenses, as a percentage of revenue, were
projected to be 10.9% in 2H 06 and 10.2% for the remainder of the Projection Period based
on Oracle’s overall expense structure. Maintenance R&D was estimated to be 2.0% of
revenue threughout the Projection Period.

» Sales and Marketing Expenses — Sales and Marketing expenses, as a percentage of
revenue, were projected to be 20.5% in 2H 06 and 18.6% for the remainder of the Projection
Period. Sales and marketing expenses were projected based on Oracle’s overa]] expense
structure.

¢ General and Administrative Expenses (“G&A”) — G&A, as a percentage of revenue, were
projected to be 4.6% in 2H 06 and 4.1% for the remainder of the Projection Period. G&A
expenses were projected based on Oracle’s overall expense structure.
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e Pre-tax Charges — Pre-tax charges were deducted from earnings before interest and taxes to
reflect the fact that the income generated by Existing and In-Process Technology cannot be
solely attributed to the subject technology asset. Rent for Patents/Core Technology, Trade
Name/Trademarks, and the Non-Competition Agreement were estimated and deducted from
cash flow. In addition, the profit attributable to Product Level Technology was deducted
from the Maintenance Agreements and Related Customer Relationships and added to the
Existing and In-Process Technology cash flows.

o Income Taxes — An effective tax rate of 35.0% was estimated based on the average five-year
effective tax rate of hypothetical buyers (market participants) including Oracle.

s Post-tax Returns — Post-tax returns for contributory assets were deducted from after-tax
operating profit. Returns for property, plant, and equipment, working capital, customer
relationships, and assembled workforce were estimated and deducted from cash flow.

e Tax Amortization Benefit — A hypothetical purchaser of the technology would receive a tax
amortization benefit for the purchase of the intangible asset. The tax benefit of amortizing
the intangible asset over a 15-year period was calculated and converted to its net present
value equivalent.

Analysis of Remaining Useful Life

Based on discussions with Management, we understand that Management has committed to
developing and releasing CRM 8.0 and OnDemand 11.0, the next versions of Siebel’s CRM and
OnDemand applications, respectively. Additionally, Management has represented that Oracle
will use Siebel’s CRM applications as the centerpiece of their CRM strategy going forward.
Siebel’s CRM platform will represent the base set of features and functionality for the next
generation of Oracle’s Fusion CRM applications. Historically, the CRM segment of the
enterprise software industry undergoes a major platform change cycle every five years. Thus,
considering Management’s roadmap regarding Siebel’s technology, historical experience with
the enterprise software industry, and discussions with Siebel management and Management
regarding the product life cycle and new functionality arising from each product release, we
estimate the remaining useful lives of the Existing Technology to be approximately five years.
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Summary of Existing Technology Value
The cash flows for Existing Technology were then converted to their present value equivalents

using rates of return as indicated in Table 1. Based on our analysis, as summarized in Exhibit
2.0, we estimated the Company’s Existing Technology, as of the Valuation Date, to be

approximately:
License $ 360,600,000
OnDemands$ 57,200,000
Total Existing Technology $ 417,800,000

Summary of In-Process Technology Value

Based on the AICPA Practice Aid guidelines, we performed a “modified” traditional approach to
value the In-Process Technology. We modified the traditional approach in accordance with the
recent AICPA Practice Aid on IPR&D by using risk-adjusted rates of return and including costs
to complete in the R&D expense. Based on our analysis, as summarized in Exhibit 3.0, we
estimated the Company’s In-Process Technology, as of the Valuation Date, to be approximately:

CRM $ 57,900,000
OnDemand 6,400,000
Total In-Process Technology $ 64,300,000

Summary of Technology Values

Based on our analysis, as summarized in Exhibits 2.0 through 3.0, we estimate the value of the
Company’s Existing and In-Process Technology, as of the Valuation Date, to be approximately

Existing Techunology $ 417,800,000

In-Process Technology $ 64,300,000

6 As of the Valuation Date, Sicbel had entered into hosting (OnDemand) agreements for which the underlying
hosting period had not yet started and for which Siebel had not yet been paid. These hosting agreements were not
reflected in Siebel’s Januaty 31, 2006 balance sheet. Based on discussions with Management, the revenue
associated with the hosting agreements (approximately $28.0 million) is reflected in the Existing Technology
OnDemand revenue. As the Fair Value of the associated hosting revenue results in a nominal Fair Value, Oracle
will not separately book the Fair Value of the hosting agreements as a separate component of prepaid expenses and
other current assets. The Fair Value of hosting agreements is reflected in Existing Technology — OnDemand.
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8.0 VALUATION OF PATENTS/CORE TECHNOLOGY

Patents/Core Technology can be defined as a combination of processes, patents, and trade secrets
that are the building blocks for current and planned new products. The acquired Patents/Core
Technology represents a filed patent application and core architectures that is used in the
Company’s products and forms a major part of the architecture of both the current and planned
future releases. In addition, this proprietary technology can be leveraged to develop new and
improved products and technologies.

In estimating the Fair Value of the Company’s Patents/Core Technology, we used a variation of
the Income Approach called the Royalty Savings Method. This methodology is considered the
standard and preferred technique to value Patents/Core Technology. In the application of the
Royalty Savings Method, we estimate the value of the Patents/Core Technology by capitalizing
the royalties saved because the company owns the technology. In other words, the owner
realizes a benefit from owning the intangible asset rather than paying arent or royalty for the use
of the asset.

In estimating the royalty rate, we considered various data points. The RoyaltySource Intellectual
Property Database search results indicated royalty rates from 1% to 40% for general business
enterprise software technologies and 1% to 15% for CRM software technologies. We also
estimated a hypothetical royalty rate by using a profit split method (25% to 33% licensing
practice which indicates that approximately 25% to 33% of the operating profit margin should be
paid to the owner of the technology). We calculated the average operating profit margin for the
Projection Period and applied the 25% to 33% licensing practice, resulting in a royalty rate of
approximately 10.0%. Based upon discussions with Management, the analysis above, and
industry experience, we concluded that 10.0% represented a reasonable royalty rate that.could be
attributable to the Patents/Core Technology.

After estimating the appropriate royalty rate, we completed the following steps to estimate the
Fair Value of the Patents/Core Technology according to the Royalty Savings Method:

e We estimated the total royalty revenue for products that benefit from the Patents/Core
Technology from 2H 06 to fiscal year 2011, based on projections provided by
Management;

e We calculated the royalty savings by multiplying the applicable royalty rate by the
estimated Existing Technology, In-Process Technology, and Existing Maintenance
revenues in the Projection Period;

e We deducted income taxes using an effective tax rate of 35.0%, based on the average five-
year effective tax rate of hypothetical buyers (market participants) including Oracle;

¢ We determined the present value of the after-tax royalty savings using a present value
factor based on a discount rate of 11.0% for the Patents/Core Technelogy;
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» We summed the present value of the after-tax royalty savings from the Projection
Period; and

L3

e We calculated and added tax amortization benefits, as appropriate.
Analysis of Remaining Useful Life

As described in the Valuation of Existing Technology Section and based on the historical
experience of the rate of technological change in the enterprise software industry, we
estimate the Company’s technology would become obsolete in approximately five years.
Therefore, we estimate the remaining useful life of the Patents/Core Technology to be
approximately five years.

Summary of Patents/Core Technology Value

Based on the Royalty Savings Method and as summarized in Exhibit 4.0, we estimate the Fair
Value of the Company’s Patents/Core Technology, as of the Valuation Date, to be
approximately:

Patents/Core Technology $ 199,100,000

9.0 VALUATION OF MAINTENANCE AGREEMENTS AND RELATED
CUSTOMER RELATIONSHIPS

The existing Maintenance Agreements relate to revenue generated by Siebel from fees that users
pay when they subscribe to an annual maintenance and support contract for the software
solutions. Subscribing customers are entitled to receive software product upgrades, product
support, and technical support, as long as they remain continuous subscribers to maintenance.
We utilized the Income Approach in estimating the Fair Value of the Maintenance Agreements
and Related Customer Relationships. In estimating the net cash flows, we estimated the on-
going income expected to be generated from the maintenance agreements in place (including
assumed renewal rates) as of the Valuation Date. Thus, we have captured both the remaining
contractual life as well as the relationship aspect of the asset.

Assumptions

For the Income Approach, we made the following assumptions relating to the projection of the "
Maintenance Agreements’ cash flows:

» Revenue — Management projected total Maintenance Revenue from the Existing Installed
Base to be $245.9 million in 2H 06. Total Maintenance Revenue from the Existing Installed
Base is projected to decline from $474.0 million in 2007 to $246.7 million in 2016. In
forecasting revenue from the Existing Instalted Base, Management assumed a 7.0% annual

20

Highly Confidential Information - Attorneys' Eyes Only ORCL00312770



Mr. Tom Olinger
Letter Report
July 20, 2006

revenue attrition rate. Management indicated that Siebel experienced a 90.0% annual

customer retention rate historically. In addition, for those customers who do renew,

approximately 48.0% of the maintenance renewals were with rate increases. The average

rate increase was approximately 4.0%. Based on the historical attrition data, we believe a
7.0% annual revenue attrition rate is reasonable.

We have excluded Maintenance Revenue related to New Customers (acquired after the
Valuation Date as that income stream is considered a component of goodwill). As
Management indicated that the projections were prepared on a cash basis, we did not adjust
for the deferred revenue balance as of the Valuation Date.

o Cost of Goeds Sold —~ COGS, as a percentage of maintenance revenue, were projected to be
19.5% in 2H 06, 13.2% in 2007, and 10.5% for the remainder of the Projection Period.

s Bug Fix and Product Support Expenses — Bug fix and product support expenses (related to
bug fixes and upgrades), as a percentage of maintenance revenue, were projected to be 7.0%
throughout the Projection Period.

¢ Sales and Marketing Expenses — Projected Sales and Marketing Expenses are related only
to the maintenance of the customer relationship and other incidental workforce expenses as
the sales effort to win the Maintenance Agreements has already been completed.
Accordingly, the Sales and Marketing effort, as a percentage of revenue, has been estimated
at 25.0% of the average total Sales and Marketing percentage for Siebel. Therefore, Sales
and Marketing Expenses, as a percentage of maintenance revenue, are projected to be 5.0%
of revenue throughout the Projection Period.

¢ General and Administrative Expenses — G&A, as a percentage of revenue, were projected
to be 4.6% in 2H 06 and 4.1% for the remainder of the Projection Period. G&A expenses
were projected based on QOracle’s overall expense structure.

s Pre-tax Charges —- Pre-tax charges were deducted from earnings before interest and taxes to
reflect the fact that the income generated by Maintenance Agreements cannot be solely
attributed to the subject asset. Rent for Patents/Core Technology, Product Level
Technology, Trade Name/Trademarks, and the Non-Competition Agreement were estimated
and deducted from cash flow.

¢ TIncome Taxes — An effective tax rate of 35.0% was estimated based on the average five-year
effective tax rate of hypothetical buyers (market participants) including Oracle.

¢ Post-tax Returns — Post-tax returns for contributory assets were deducted from after-tax
operating profit. Returns for property, plant, and equipment, working capital, customer
relationships, and assembled workforce were estimated and deducted from cash flow.
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s Tax Amortization Benefit — A hypothetical purchaser of the Maintenance Agreements
would receive a tax amortization benefit for the purchase of the intangible asset. The tax
benefit of amortizing the intangible asset over a 15-year period was calculated and converted
to its net present value equivalent.

Analysis of Remaining Useful Life

Oracle has publicly committed to continue support for Siebel’s CRM and Analytics
solutions (providing seamless continuity for customers and maintaining support for
heterogeneous databases). Based on discussions with Management regarding customer
attrition, we estimate the remaining-useful life of the Maintenance Agreements and Related
Customer Relationships to be approximately ten years. In addition, as the enterprise
software industry undergoes a major platform change cycle every five years, we have
captured approximately two upgrade cycles within our cash flow period through 2016.

Summary of Maintenance Agreements and Related Customer Relationships Value

Based on the Income Approach as presented in Exhibit 5.0, we estimate the Fair Value of the
Maintenance Agreements and Related Customer Relationships, as of the Valuation Date, to be
approximately: .

Maintenance Agreements and Related Customer Relationships $ 808,300,000

10.0 VALUATION OF CUSTOMER RELATIONSHIPS

As of the Valuation Date, Siebel had approximately 4,000 active customers (collectively, the
“Customer Relationships™). Based on discussions with Management, approximately 55.0% of
existing Siebel customers overlap with Oracle customers (as they are currently running on
Oracle’s database/applications). The Customer Relationships reflect the value attributable to
Oracle’s ability to market new products to the existing Siebel installed base.

We valued the Customer Relationships using the Cost Approach. In our determination to utilize
the Cost Approach, we considered the following factors:

1. We have captured the income producing capacity of the customers in the Technology
valuation as the Technology is the primary income producing asset;

2. Oracle is aware of who the customers are (as any hypothetical third party buyer would be),
and )

3. Future customer sales are driven by and related to the quality and performance of the

products as they are enhanced over time.
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In our application of the Cost Approach, we used Management’s estimation of:

e Average fully burdened salary of employees involved in establishing each of the Customer
Relationships;

o Percentage of customer overlap with Oracle; and
e Number of person months needed to acquire each of the Customer Relationships.
We completed the following steps to estimate the value of the Customer Relationships:

e We multiplied the average burdened salary by Management’s estimate of the number of
person months needed to establish a relationship to arrive at the total cost to acquire each
Customer Relationship;

o  We multiplied the total cost to acquire each Customer Relationship by the number of non-
overlapping active customers/resellers to arrive at total cost to acquire the Customer
Relationships;

o We deducted the income tax expense at an effective tax rate of 35.0%,; and

e We added a tax amortization benefit to the sum of the present value of the after-tax royalty
savings as a purchaser of the Customer Relationships would receive a tax amortization
benefit for the purchase of the intangible asset. We calculated the tax benefit of amortizing
the intangible asset over a 15-year period and converted it to its net present value equivalent.

Analysis of Remaining Useful Life

As described in the Valuation of Maintenance Agreements and Related Customer Relationships
Section, we estimate the Company’s existing installed base to remain customers for ten years.
Therefore, we estimate the remaining useful life of the Customer Relationships to be -
approximately ten years.

Summary of Customer Relationships

Based on our analysis as summarized above and shown in Exhibit 6.0, we estimate the Fair
Value of Siebel’s Customer Relationships, as of the Valuation Date, to be:

Customer Relationships $ 107,800,000
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11.0 VALUATION OF TRADE NAME/TRADEMARKS

In estimating the Fair Value of Siebel’s Trade Name/Trademarks, we used the Royalty Savings
Method. This methodology is considered the standard and preferred technique to value trade
name/trademarks. In the application of the Royalty Savings Method, we estimate the value of
the Trade Name/Trademarks by capitalizing the royalties saved because the company owns the
Trade Name/Trademarks. In other words, the owner of the Trade Name/Trademarks realizes a
benefit from owning the intangible asset rather than paying a rent or royalty for the use of the
asset.

Based on discussions with Management and industry experience, we assumed a royalty rate of
1.0% for the Trade Name/Trademarks. According to discussions with Management, the Siebel
trade name will remain an important part of Oracle’s marketplace strategy as it relates to
software sales. However, as the OnDemand branding has not been strong historically, Oracle
may discontinue the use of the Siebel irademarks related to the OnDemand solution. Therefore,
we have included the license (excluding OnDemand), maintenance, and professional services
revenue in the valuation of the Trade Name/Trademarks. We adjusted the 1.0% royalty rate for
the Trade Name/Trademarks to 0.5% beginning in 2009 to reflect Oracle’s planned release of
Fusion, the next generation solution that will combine Siebel’s CRM applications with all of
Oracle’s other enterprise software applications, as Oracle will begin phasing out Siebel’s Trade
Name/Trademarks. After estimating the appropriate royalty rate, we completed the following
steps to estimate the Fair Value of the Trade Name/Trademarks according to the Royalty Savings
Method:

o We estimated the total revenue for license (excluding OnDemand), maintenance, and
professional services that benefit from the Trade Name/Trademarks through fiscal year 2011;

e We calculated the royalty savings by multiplying the royalty rate by the revenues from 2H 06
through fiscal year 2011, ‘

e We calculated the after-tax royalty savings using the estimated effective tax rate applicable
to the entity of 35.0%;

»  We determined the present value of the after-tax royalty savings using a present value factor
based on a rate of return of 10.0%,;

o We summed the present value of the after-tax royalty savings from the Projection Period; and
o We added a tax amortization benefit to the sum of the present value of the after-tax royalty
savings as a purchaser of the Trade Name/Trademarks would receive a tax amortization

benefit for the purchase of the intangible asset. We calculated the tax benefit of amortizing
the intangible asset over a 15-year period and converted it to its net present value equivalent.
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Analysis of Remaining Useful Life

Based upon discussions with Management and our understanding that the Trade
Name/Trademarks will be leveraged as long as the Existing Technology is in place, we estimate
the remaining useful life of the Trade Name/Trademarks to be approximately five years.

Summary of Trade Name/Trademarks Value

Based on the Royalty Savings Method as described above and as summarized in Exhibit 7.0, we
estimate the Fair Value of the Trade Name/Trademarks, as of the Valuation Date, to be
approximately:

Trade Name/ Trademarks $ 27,100,000

12.0 VALUATION OF NON-COMPETITION AGREEMENT

The Non-Competition Agreement allows Oracle to operate for 24 months without competition
from George T. Shaheen. In absence of the Non-Competition Agreement, Mr. Shaheen would be
free to compete against Siebel/Oracle, which would result in economic loss for Oracle. The
economic loss is the reduced cash flows of the business due to competition from Mr. Shaheen.

We used the Income Approach in our valuation of the Non-Competition Agreement because of
its appropriateness in calculating the value of such an asset to an investor. In applying the
Income Approach to value the Non-Competition Agreement, the Fair Value of the Non-
Competition Agreement equals the sum of the present value of the cash flows that would be lost
if the Non-Competition Agreement was not in place.

To estimate the Fair Value of the Non-Competition Agreement, we first estimated the cash flows
of Oracle, relating to the Siebel CRM business, over the period of the Non-Competition
Agreement, in absence of any competition from Mr. Shaheen. This scenario is entitled the “Base
Case.” We then projected Oracle’s cash flows, relating to the Siebel CRM business, given
competition from Mr. Shaheen, and subtracted the present value of these cash flows from the
present value of the Base Case cash flows. This results in a value for the Non-Competition
Agreement. The income, revenue, and cash flow estimations for Mr. Shaheen is presented in
Exhibit 8.0.

Base Case (No Competition) - Estimation of Future Cash Flows

For the purposes of this analysis, we have developed a discrete Base Case for Oracle’s
acquisition of Siebel. This Base Case was developed from Oracle’s model presented to the
Board of Directors in connection with the transaction. In the Base Case (no competition), we
estimated pre-tax income over the non-compete period based on historical results and projections
of revenue and expenses provided by Management for the Siebel business.
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Based on the projections provided by Management, net revenue for Siebel was estimated to be
approximately $586.3 million for 2H 06, $1.06 billion in 2007, and $1.11 billion in 2008.
Expenses for Siebel were estimated based on projections provided by Management. Cost of
Goods Sold was estimated to decline from 39.5% of revenue for 2H 06 to 25.4% for fiscal year
2008. From gross profit, we deducted estimated operating expenses to arrive at operating
income (earnings before interest and taxes). Operating Expenses were estimated to decline from
35.9% of revenue for 2H 06 to 32.9% for fiscal year 2008.

We then subtracted income taxes, added back depreciation expenses, and deducted capital
expenditures, investments in working capital, and previously accrued restructuring charges to
estimate the after-tax cash flow over the two-year contractual period. Estimates of depreciation,
capital expenditures, working capital investment, and previously accrued restructuring charges
were based on Siebel’s historical results, the projections provided by Management, and industry
benchmarking,

Competition Scenario (Without Covenant)

We then estimated the impact that competition from Mr. Shaheen would have on the expected
cash flows of Oracle if the Covenant were not in place.

Furthermore, since it is not absolutely certain that Mr. Shaheen would compete, we adjusted the
estimated cash flows lost due to competition by conditional prabability factors representing the
likelihood that Mr. Shaheen would compete. Based on discussions with Management, there is
probability that Mr. Shaheen would not compete against Oracle during the contractual period
based on consideration of opportunities in the CRM industry, his age, and Mr. Shaheen’s
personal interest in a small segment (business intelligence and analytics) of the CRM industry.
Therefore, the competition scenarios were adjusted to account for Mr. Shaheen not competing
against Oracle. Based on Mr. Shaheen’s indication of a 12-18 month timeline to develop a
viable CRM/Analytics product to go to market, it is likely that the estimate probability will
decline over the duration of the Non-Competition Agreement. The estimated probability factors
represent the likelihood that Mr. Shaheen would compete in a particular year with the condition
that Mr. Shaheen has not competed in the previous year. The estimated probability factors
decrease in each successive year to reflect the Mr. Shaheen’s diminishing ability and desire to
compete after each period that he elects not to compete.

Estimation of Lost Cash Flows and Probabilities of Competition

Mr. Shaheen’s most significant competitive threat to Oracle is his influence on current and future
pipeline deals of both the Siebel CRM business and Oracle’s enterprise software platform.
According to discussions with Mr. Shaheen, there are several significant clients in which he was
directly involved with as of the Valuation Date. He believes his influence on current and future
pipeline deals relating to these strategic clients are significant to the extent that if he chose to
compete he could directly cause loss of revenues to Oracle.
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In order to determine the magnitude of the revenue lost relating to the deals that Mr. Shaheen
was directly involved with, we analyzed the value of all active pipeline deals as of the Valuation
Date. Of Siebel’s $3.2 billion active pipeline opportunities, $309.7 million of the pipeline deals
relate to pipeline deals he was directly involved with prior to the acquisition of Siebel by Oracle.
As we have assumed there to be a 50% probability (on average) that the pipeline deals will
actually close, we estimated the expected total value of the key pipeline deals to be
approximately $154.9 million. Based on discussions with Management and the average lifecycle
of CRM solutions, we estimated the average life of the pipeline deal contracts to be
approximately 5 years and that the average annual pipeline deals revenue is approximately $30
million. This value represents potential revenue lost percentage of approximately 2.5% per year
based on the average revenue of Siebel from 2006 to 2008.

We multiplied the estimated 2.5% loss in revenue by the probability of competition to arrive at
the expected revenue lost with competition. Mr. Shaheen has extensive and specialized
experience in the IT consulting and CRM industry given his tenure at Siebel and Accenture.
Based on the discussions above, we estimated a probability of 10% that Mr. Shaheen would
compete in the first year, a 7.5% probability that he would begin competing in the second year,
and a 5.0% probability he would begin competing at the end of two years of the Non-
Competition Agreement period.

We then subtracted expenses, income taxes, added back depreciation expenses and deducted
capital expenditures, investments in working capital, and previously accrued restructuring
charges to estimate the after-tax cash flow over the two-year contractual period. Under this
competitive scenario, we have assumed that Siebel's cost of sales are 80% variable and 20%
fixed, sales, general, and administrative expenses are 50% variable and 50% fixed, and research
and development expenses are 20% variable and 80% fixed. Depreciation, capital expenditures,
and working capital were computed as a percentage of adjusted revenue. Previously accrued
restructuring expenses were estimated. to remain the same.

Present Value of Cash Flow Lost from Competition

To estimate the Fair Value of the Non-Competition Agreement, we estimated the present value
of the expected cash flows in the Base Case and in the Competition scenario. After determining
the Base Case and individual competition expected cash flows, we then calculated the present
value equivalent of each year's cash flow using a required rate of return of 12.0% and summed
the present value of each year’s cash flow for the Base Case and the Competition scenario.

‘We then subtracted the sum of the present value of the cash flows of the Competition scenario
from the Base Case to determine the present value of the expected lost cash flow due to
competition from Mr. Shaheen.
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Analysis of Remaining Useful Life

Based upon the duration of the Non-Competition Agreement, we estimate the remaining useful
life of the Non-Competition Agreement to be approximately two years. '

Summary of Non-Competition Agreement Value

Based on the Income Approach as described above and as summarized in Exhibit 8.0, we
estimate the Fair Value of the Non-Competition Agreements, as of the Valuation Date, to be
approximately:

Non-Competition Agreement $ 4,100,000

13.0 VALUATION OF DEFERRED REVENUE -

The Cost Build-Up Approach was used to value the Deferred Maintenance, OnDemand, and
Consulting and Training Liabilities. The Cost Build-Up Approach determines Fair Value by
estimating the direct and indirect costs related to supporting the obligation plus an assumed
operating margin. Theoretically, the sum of the costs and operating profit would be the amount
that Oracle would be required to pay a third party to assume the obligation.

13.1 Deferred Revenue - Maintenance

In our analysis of the Deferred Revenue - Mairtenance liability, we have considered the legal
obligations related to customer support, specifically Bug Fix and Product Support Expenses and
Other Product Marketing and General & Administrative Expenses. Our analysis does not
include any development expense related to new versions and product releases. This is
consistent with “View A” as discussed in the FASB Emerging Issue Task Force (“EITF”) Issue
No. 04-11.

Assumptions

Management provided us with the expected runoff of the net Maintenance balance as of the
Valuation Date-based on the timing of the expected delivery of maintenance. In our valuation of
the maintenance deferred revenue, we have captured the $321.4 million of net deferred revenue
balance reflected on Siebel’s balance sheet which represents cash that has been received as of the
Valuation Date for maintenance contracts.

We determined the direct and indirect costs of servicing the maintenance contracts that generated
the deferred revenue balance by summing the direct cost of service for the maintenance contracts
and the indirect costs associated with servicing the deferred revenue balance. For the
maintenance contracts, indirect costs included Bug Fix and Product Support Expenses and Other
Product Marketing and General & Administrative Expenses. Sales expenses were not
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considered as part of the cost because the hypothetical third party assuming this liability would
not need to incur further selling expenses.

Based on discussions with Management and Siebel management, total direct cost of service was
projected to be approximately 15.0% for maintenance. We believe 15.0% is appropriate based
on historical and projected maintenance margins. Bug Fix and Product Support Expenses were
projected to be approximately 7.0% of revenue for maintenance and Other Product Marketing
and General & Administrative expenses were projected to be approximately 7.8% of revenue for
maintenance based on the historical expense structure represented by Management.

Since the hypothetical third party company assuming the liability must make a profit on the costs
to be incurred, we grossed up the total expenses by a required profit. The required profit margin
of 30.0% (computed based on a 40.0% markup on cost) was determined by allocating Siebel’s
maintenance operating margin (on a standalone basis) to the hypothetical third party company
assuming of the deferred revenue liability based on the relative costs to fulfill the obligation.

We then discounted the total estimated cost of servicing the deferred revenue by the prime rate
of 7.5% as of the Valuation Date.

Summary of Deferred Revenue - Maintenance

Based on our analysis as presented in Exhibit 12.0, we estimate the Fair Value of the Deferred
Revenue - Maintenance, as of the Valuation Date, to be approximately:

Deferred Revenue — Maintenance $ 129,000,000

13.2 Deferred Revenue - OnDemand

In our analysis of the Deferred Revenue OnDemand liability, we have considered the legal
obligations related to Facilities & IT Expenses and General and Administrative expenses related

to providing OnDemand.

Assumptions

Management provided us with the expected runoff of the net OnDemand balance as of the
Valuation Date based on the timing of the expected delivery of OnDemand. In our valuation of
the OnDemand deferred revenue, we have captured the $10.0 million of net deferred revenue
balance reflected on Siebel’s balance sheet which represents cash that has been received as of the
Valuation Date for OnDemand contracts.

We determined the direct and indirect costs of servicing the OnDemand contracts that generated
the deferred revenue balance by summing the direct cost of service for the OnDemand contracts
and the indirect costs associated with servicing the deferred revenue balance. For the
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OnDemand contracts, indirect costs included Facilities & IT expenses and General &
Administrative expenses. Sales expenses were not considered as part of the cost because the
hypothetical third party assuming this liability would not need to incur further selling expenses.

Based on discussions with Management and Siebel management, total direct cost of service was
projected to be approximately 78.3% for OnDemand. Facilities & IT Expenses were projected to
be approximately 6.0% of revenue for OnDemand. The General & Administrative expenses
were projected to be approximately 7.4% of revenue based on the historical expense structure
represented by Management.

Since the hypothetical third party company assuming the liability must make a profit on the costs
to be incurred, we grossed up the total expenses by a required profit. The required profit margin
of 10.0% (computed based on a 11.0% markup on cost) was estimated based on industry
benchmarking.

We then discounted the total estimated cost of servicing the deferred revenue by the prime rate
of 7.5% as of the Valuation Date.

Summary of Deferred Revenue - OnDemand

Based on our analysis as presented in Exhibit 12.1, we estimate the Fair Value of the Deferred
Revenue - OnDemand, as of the Valuation Date, to be approximately:

Deferred Revenue - OnDemand $ 9,800,000

13.3 Deferred Revenue — Consulting and Training

In our analysis of the Deferred Revenue Consulting and Training liability, we have considered
the legal obligations related to Facilities & IT Expenses and General and Administrative
expenses related to providing consulting and training services.

Assumptions

Management provided us with the expected runoff of the net Consulting and Training balance as
of the Valuation Date based on the timing of the expected delivery of Consulting and Training.
In our valuation of the consulting and training deferred revenue, we have captured the $48.7
million of net deferred revenue balance reflected on Siebel’s balance sheet which represents cash
that has been received as of the Valuation Date for consulting and training contracts.

We determined the direct and indirect costs of servicing the consulting and training contracts that
generated the deferred revenue balance by summing the direct cost of service for the consulting
and training contracts and the indirect costs associated with servicing the deferred revenue
balance. For the consulting and training contracts, indirect costs included Facilities & IT
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expenses and General and Administrative expenses. Sales expenses were not considered as part
of the cost because the hypothetical third party assuming this liability would not need to incur
further selling expenses.

Based on discussions with Management and Siebel management, total direct cost of service was
projected to be approximately 78.3% for consulting and training. We believe 78.3% is
appropriate based on historical Siebel professional services margins and Oracle’s professional
services margins. Facilities & IT Expenses were projected to be approximately 6.0% of revenue
for consulting and training. The General and Administrative expenses were projected to be
approximately 7.4% of revenue for consulting and training based on the historical expense
structure represented by Management relating to professional services.

Since the hypothetical third party company assuming the liability must make a profit on the costs
to be incurred, we grossed up the total expenses by a required profit. The required profit margin

of 10.0% (computed based on a 11.0% markup on cost) was estimated based on industry
benchmarking.

We then discounted the total estimated cost of servicing the deferred revenue by the prime rate
of 7.5% as of the Valuation Date.

Summary of Deferred Revenue — Consulting and Training

Based on our analysis as presented in Exhibit 12.2, we estimate the Fair Value of the Deferred
Revenue — Consulting and Training, as of the Valuation Date, to be approximately:

Deferred Revenue — Consulting and Training $ 48,000,000
13.4 Summary of Deferred Revenue

Based on our analysis, as summarized in Exhibits 12.0, 12.1, and 12.2, we estimate the Fair
Value of the Company’s Deferred Revenue, as of the Valuation Date, to be approximately

Deferred Revenue — Maintenance $ 129,000,000
Deferred Revenue — OnDemand 9,800,000
Deferred Revenue — Consulting and Training 48,000,000
Total Deferred Revenue $ 186,300,000
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140 SUMMARY CONCLUSION

Based on our analysis as summarized above and detailed in the accompanying exhibits, we
estimate the Fair Value of the Subject Assets and Liabilities acquired from Siebel as of January
31, 2006, to be approximately:

Existing Technology $ 417,800,000
In-Process Technology 64,300,000
Patents/Core Technology 199,100,000
Maintenance Agreements and Related Customer

Relationships 808,300,000
Customer Relationships 107,800,000
Trade Name/Trademarks 27,100,000
Non-Competition Agreement 4,100,000
Total Identified Intangible Assets $ 1,628,500,000
Deferred Revenue — Maintenance $ 129,000,000
Deferred Revenue — OnDemand $ 9,800,000

Deferred Revenue — Consulting and Training $ 48,000,000
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15.0 LIMITING CONDITIONS

This document has been prepared solely for Management for the purposes stated herein and
should not be relied upon for any other purpose. Unless required by law, you shall not provide
such report to any third party requiring this Fair Value analysis, or refer to us or our services
without our prior written consent, which we may at our discretion grant, withhold, or grant
subject to conditions. In no event, regardless of whether consent has been provided, shall we
assume any responsibility to any third party to which the report is disclosed or otherwise made
available.

While our work has involved an analysis of financial information and accounting records, our
engagement does not include an audit in accordance with generally accepted auditing standards
of the Company’s existing business records. Accordingly, we assume no responsibility and
make no representations with respect to the accuracy or completeness of any information
provided by and on behalf of the Company.

Budgets/projections/forecasts relate to future events and are based on assumptions, which may
not remain valid for the whole of the relevant period. Consequently, this information cannot be
relied upon to the same extent as that derived from audited accounts for completed accounting
periods. We express no opinion as to how closely the actual results will correspond to those
projected/forecast by Management or the Company.

Full terms and conditions of our work are included in our Engagement Letter dated December 7,
2005.

Yours very truly,

S

Duff & Phelps, LLC
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APPENDIX I - DETERMINATION OF DISCOUNT RATE

When applying the Income Approach, the cash flows expected to be generated by a business are
discounted to their present value equivalent using a rate of return that reflects the relative risk of
the investment, as well as the time value of money. This return is an overall rate based upon the
individual rates of return for invested capital (equity and interest-bearing debt). This return,
known as the WACC (also known as the rate of return on invested capital), is calculated by
weighting the required returns on interest-bearing debt, preferred equity capital, and common
equity capital in proportion to their estimated percentages in an expected capital structure.

The following is a general discussion of the methods used in our derivation of the WACC.

The general formula for calculating the WACC is:

WACC = Kd* (d%)+ Kp * (p%) + Ke * (e%) -
where:

Kd = After-tax rate of return on debt capital;

d% = Debt capital as a percentage of the sum of the debt, preferred and

common equity capital (“Total Invested Capital™);

Kp = Rate of return on preferred equity capital;

p% = Percentage of preferred equity capital to the Total Invested Capital;

Ke = Rate of return on common equity capital; and

% = Common equity capital as a percentage of the Total Invested Capital.
Rates of Return on Debt

The rate of return on debt capital is the rate a prudent debt investor would require on interest-
bearing debt. Since the interest on debt capital is deductible for income tax purposes, we used
the after-tax interest rate in our calculation.

The after-tax rate of return on debt capital is calculated using the formula:

Kd = Kx(1-t)

where:
Kd - = After-tax rate of return on debt capital;
K = Pre-tax rate of return on debt capital;

t Effective tax rate.

The rate of return on debt capital in the industries in which Siebel competes was estimated to be
6.3%, which reflects the Standard & Poor’s BBB Corporate Bond Yield as of the Valuation
Date.
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As interest payments on debt are deductible against tax, we calculated the after-tax required rate
of return on debt capital using a 35.0% effective tax rate. Inserting these assumptions into the
above formula results in a required rate of return on debt capital of 4.1%.

Preferred equity is not deductible against tax so the required rate on preferred equity capital is
the rate of return on debt capital of 6.3%.

Required Return on Equity

Capital Asset Pricing Model

The rate of return on equity capital is estimated using the CAPM. CAPM has been empirically
tested and is widely accepted for the purpose of estimating a company’s required return on
equity capital.” In applying the CAPM, the rate of return on common equity is estimated as the
current risk-free rate of return on US Treasury bonds, plus a market risk premium expected over
the risk-free rate of return, multiplied by the “beta” for the stock. Beta is defined as a risk
measure that reflects the sensitivity of a company’s stock price to the movements of the stock
market as a whole.

The CAPM rate of return on equity capital is calculated using the formula:

Ke = Rf+Bx (Rm - Rf) + Ssp
where:
Ke = Rate of return on equity capital;
Rf = Risk-free rate of retumn;
B = Beta or systematic risk for this type of equity investment;
Rm -Rf = Market risk premium; The expected return on a broad portfolio of
stocks in the market (Rm) less the risk free rate (Rf);
Ssp = Small stock premium.

The measures used in this analysis were as follows:

Risk-free rate of return: 4.7%

Projected Beta (industry average): 1.29

Market Risk Premium: 5.0%

Small Stock Premium: 0.0%
Risk Free Rate of Return

For the risk-free rate of return, we used the yield on long-term US bonds as of the date of
valuation.

7 Investments, W.F. Sharpe, Prentice Hall: Englewood Cliffs, New Jersey (1985).
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Comparable Companies

In selecting the comparable companies, we researched companies involved in the CRM segment
of the enterprise software indusiry and the market leaders in the enterprise software industry.
Each of these companies was analyzed based on various factors including, but not limited to,
industry similarity, financial risk, company size, and number of employees. Based on the above,
we selected IBM, Oracle, Siebel, Microsoft, SAP, RightNow Technologies, and Salesforce.com
in computing the industry WACC for Siebel.

Beta®

Beta is a statistical measure of the volatility of the price of a specific stock relative to the
movement of a general group. Generally, beta is considered to be indicative of the market’s
perception of the relative risk of the specific stock. We determined the appropriate beta to be

used in our analysis by evaluating the betas of comparable companies.”

Market Risk Premium

Practical application also relies on an estimate of the Market Risk Premium. Since the
expectations of the average investor are not directly observable, the Market Risk Premium must
be inferred using one of several methods. One approach is to use premiums that investors have
historically earned over and above the returns on long-term Treasury bonds. The premium
obtained using the historical approach is sensitive to the time period over which one calculates
the average. Depending on the time period chosen, the historical approach yields an average
premium in a range of 5% to 8%. Several forward-looking studies indicate a range of 3% to 8%
and various surveys of practitioner’s usage indicate 4% to 7%. Thus, considering a range of 3%
to 8% from the various approaches (i.e. historical, forward-looking, and practitioner’s usage) we
then applied a 5% premium.

Premium for Small Size

The CAPM rate of return is adjusted by a premium that reflects the extra risk of an investment in
a small company. This premium is derived from historical differences in returns between smatl
companies and large companies, using data published by Ibbotson Associates. We determined
that based on the data published by Ibbotson Associates. Siebel did not warrant a premium for
small size based on the valuation of Siebel’s business as of the Valuation Date.

Conclusion

Based on the method described above, we concluded that typical investors would require a
WACC of 11.0% for an investment in the CRM segment of the enterprise software industry.

8 All betas used in the analysis are projected betas provided by BARRA.
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ORACLE CORPORATION

EXHIBIT 1.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE I OF 1
AS OF JANUARY 31, 2006
SUMMARY OF VALUES
(5000's)
Estimated
Remaining Exhibit
Fair Value Useful Life Nuin ber
INTANGIBLE ASSETS
EXISTING TECHNOLOGY
LICENSE $ 360,600 5 yrs. 20
ONDEMAND 57,200 5 yI8. 21
TOTAL EXISTING TECHNOLOGY 417,800
IN-PROCESS TECHNOLOGY
CRM 57,900 N/A 3.0
ONDEMAND 6,400 NA 3.1
TOTAL IN-PROCESS TECHNOLOGY 64,300
PATENTS/CORE TECHNOLOGY 199,100 5yzs. 4.0
MAINTENANCE AGREEMENTS AND RELATED CUSTOMER RELATIONSHIPS 808,300 10 yrs. 5.0
CUSTOMER RELATIONSHIPS 107,800 10 yrs. 6.0
TRADE NAMETRADEMARKS 27,100 5 yrs. 7.0
NON-COMPETITION AGREEMENT @ 4,100 2yrs. 8.0
TOTAL IDENTIFIED INTANGIBLE ASSETS $ 1,628,500
LIABILITY
DEFERRED REVENUE
MAINTENANCE $ 129,000 120
ONDEMAND 9,300 12.1
CONSULTING AND TRAINING 48,000 122
TOTAL DEFERRED REVENUE $ 185,800
Notes:
(1) Based on AICPA JPR&D Practice Aid Guidelines, .
"(2) Valuation of the two-year Non-Competition Agreement between George T. Shaheen
and Oracle Corporation. .
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EXHIBIT 2.0

ORACLE CORPORATION .
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE1OF2 -
ASOF JANUARY 31,7006
VALUATION OF EXISTING TECHNOLOGY - LICENSE
150005 ewept premiged)
[ Projections. For (e Flxcal Years Enting May 3. ]
ZH 06 2007 208 2009 2010 2011
Exitiog Technology Reveooe H 1700 s 181520 5 12873 S 94184 s S15%0 5 21634
Cont of Goods Sald 4680 6475 3863 186 1,560 739
Gross Profit 112520 175304 121910 91,358 50,831 DS
Exprane
Rescarch & Developmens (Maixzerance) @ 3340 3538 2375 1884 1,040 493
Saks & i 23945 3,393 239603 15 9675 4584
General & Adminigrative 3376 7,50t 5309 _ 3883 2,184 1016
Total Openting Expenses 31,661 4992 3188 23,24 12858 5052
EBIT 805% 130451 53062 68,065 37572 1730
Charges:
Rent for PatenivCere Techndlogy 14,700 18,152 12,877 9,418 5199 2,453
Trade Nome/Trademacks 1,170 1319 1,288 a7 260 123
Non-Competition Agreement 51 546 28 - - -
Total Pre-tax Charges 13221 0557 s 9,589 5459 23587
Profit Add Back:
Plus: Total Maintenance Agreezuents Profil Allocation 38.145 56,384 42645 3647 8357 25433
Operating Profit (Low) 10558 156278 121284 91,603 0470 0,648
\ncoma Taxes @ 35% 36959 3197 42,449 Bm 21,165 2834
“After.tax Operaiag Profi (Loss) 8,629 108081 78835 61993 39306 26121
Port-tax Retunae:
Retum on Property, Plans, and Equipment n4 364 258 _ 18 104 8
Rebam on Wedking Capital 351 545 3BS prie] 156 74
Retumn an Customer Relationships 236 1,455 1.0 % 416 197
Retam on Assembled Workforce 468 78 515 377 28 99
Tonl Post-ax Reums 1989 3,093 2,189 1.601 884 a9
Cash Figw from Operations 66590 103988 5645 5891 38420 26,603
Partial Period 06593 1.0000 1.0000 1.0000 1.0000 10000
Mid yeas adstment o.1644 05288 13288 28288 35288 45288
Present Volus Factor @ 10% 09845 0524 03400 0.7637 0690 06311
Preseat Value of Cash Flows 43258 97,014 64,396 45,737 5,61 16411
Sum of Present Value of Cash Flows 293478
Tax Sevirgs of Amaetization 67,121
Feir Value 360,599
Fabr Valow ol T - 5 36060} .
Notes:
{1) Cost of Gioods Sold (COGS) campuiad besed on lisense COGS % ws éhawn on Exhibit 9.0, puge 2 of 2. ;
(@) Research & i iy : logy at 20% of Rescach&
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ORACLE CORPORATION EXHIBIT 2.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC, PAGE20OF 2
AS OF JANUARY 31, 2006
VALUATION OF EXISTING TECHNOLOGY - LICENSE
COMMON SIZE
e —
Projections - For the Fiscal Years Ending May 31, ]
2H 06 2007 2008 2009 2010 2011
Existing Technology Revenae 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of Goods Sold 4.0% 3.6% 3.0% 3.0% 3.0% 3.0%
Gross Profit 96,0% 96.4% 97.0% 97.0% 97.0% 97.0%
Operating Expenses:
Research & Development (Maintenance) 20% 2.0% 20% 20% 20% 20%
Sales & Marketing 20.5% 18.6% 18.6% 18.6% 18.6% 18.6%
Genenal & Administrative 4.6% 4.1% 4.1% 41% 4.1% 4.1%
Total Operating Expenses 27.1% 23.7% 24.7% 24.7% 24.7% 24.7%
EBIT 68.9% I.7% 72.3% T23% 723% T23%
Pre-tax Charges:
Reat for Patents/Corg Technology 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
Trade Name/Trademarks 1.0% 1.0% 1.0% 0.5% 0.5% 0.5%
Non-Competilion Agrecment 0.3% 0.3% 0.2% 0.0% 0.0% 0.0%
Total Pre-tax Charges 11.3% 113% i1.2% 10.5% 10.5% 10.5%
Profit Add-Back:
Plus: Total Mai A Profit AHocati 326% 31.0% 33.1% 38.7% 54.5% 103.2%
Operating Profit (Loss) 90.2% 91.4% 94.2% 100.4% 116.3% 165.0%
Income Taxes @ 35% 31.6% 320% 33.0% 352% 40.7% 57.8%
ARer-tax Operating Profit (Loss) 58.7% 59.4% 61.2% 65.3% 75.6% 107.3%
Post-tax Returns:
Reture on Property, Plant, and Equipmenl 0.2% 0.2% 0.2% 02% 0.2% 0.2%
Retum on Working Capital 0.3% 0.3% 0.3% 03% 03% 0.3%
Retum on Customer Relationships 0.8% 0.8% 0.8% 0.8% 0.8% 0.8%
Retum on Assembled Worldoree 0.4% 0.4% 0.4% 0.4% 4% 0.4%
Total Post-tax Retums 1.7% 1.7% 17% 1.7% L7% 1.7%
Cash Flow from Operations 57.0% 51.7% 59.5% 63.6% 73.9% 105.6%
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EXHIBIT 2.1

ORACLE CORPORATION
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE10OF2
ASOF JANUARY 31, 2006
VALUATION OF EXISTING TECHNOLOGY < ONDEMAND
L5000 ewcpt pereaniage)
C Projschious - For fbe Flacal Years Endiep May 3, -
TH 06 2007 2008 200 2010 11
Exttiug Technology Reveooe s 6510 % F075¢ NS0 s 7043 15619 S 6685
Cost of Goods Sold ™ 4953 9,088 9,552 8413 4685 2,006
Gron Prolt 11357 21206 22,283 19,630 1093 4,680
Operatizg Expennes:
Rescatch & Development (Meircnance) @ 330 506 637 51 312 134
Sales & Marketing 3319 5637 5925 5219 2,907 1244
Genen! & Adminisrative 759 1249 1343 1156 684 276
Tetal Operating Experses 4,468 7492 185 493¢ 3gd 1,653
ERIT 7089 13713 L4 12695 7971 3026
Pretix
Rent for Patenis/Core Technaogy 1651 3929 3184 2804 1562 669
Trade Name/Trademarks 165 303 g 140 78 3
Non-Competition Agreemant 50 9 84 - - -
Total Pre-tax Charges 1366 a0 3566 755 1680 701
Prollt Add-Badk:
Phus: Totsd Minterance. Agrecroents Profit Allocation 5383 9389 10,544 103836 8519 5902
Operating Proltt (Lom) 10,606 198% Y 20.5% 13950 926
Income Taxes @ 35% 3m 6,888 7.487 T.209 4,882 3ns
After-tax O (Lom) 6894 12,72 13,904 13387 9,067 5997
Post-tax Returns:
Retum on Property, Plan, and Equipment B 1 64 _ 56 3 13
Retu on Waaking Copinil » 9 b 34 a7 20
Rerum on Custorner Relotionships 132 42 255 pell 125 53
Renam on Assembied Workforce 66 121 127 n2 62 27
Totnl Post-tax Retums 281 EHE EX an 266 14
Cash Flow from Operatiom 6513 227 13363 12911 €802 SRS
Patal Pedod 06593 1.0000 10000 10000 1.0000 1.6000
Mid year adjustment 0.1643 0.8188 13288 28788 18288 48288
Present Vahus Factor @ 10% 09845 09250 08400 07637 06943 06311
Present Valw of Cash Flows 4293 JTETY nazs 9,860 (30 s
Sum of Presert Value of Cesh Flows 46546
Tax Savings of Amortization 10,645
Fair Value 57192
[Fair Vaine of X - s I |
Noex
(1) Cost of Goods 5eid (COGS) camputed based on OrDermand COGS % a3 shown on Extubit 9.0, page 2 o 2.
(2) Research & Developmen corsists of mai st 20% of Research & Developmet percentage.
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ORACLE CORPORATION EXHIBIT 2.1 N
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE20F2 :
AS OF JANUARY 31, 2006

VALUATION OF EXISTING TECHNOLOGY - ONDEMAND

SoMMoNSIZE
Projections - For the Fisca! Years Ending May 31. |
2H 06 2007 2008 2009 2010 2011
Esisting Technology Revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of Goods Sold 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%
Gross Profil 70.0% 70.0% 70.0% 70.0% 70.0% 70.0%
Operating Expenses:
Research & Development (Msintenance) 20% 2.0% 20% 20% 20% 20%
Sales & Markeling 20.5% 18.6% 18.6% 18.6% 18.6% 18.6%
General & Administrative 46% 41% 4.1% 41% 41% 4.1%
Total Opcrating Expenscs 21.1% A4.7% 4.7% 24.7% 247% 24.1%
EBIT - 42.9% 45.3% 45.3% 45.3% 45.3% 45.3%
Pre-tax Charges:
Reat for Patcats/Core Technology 10.0% 10.0% 10.0% 10.0% 10.0% 10.0%
Trade Name/Trademarks 1.0% 1.0% 10% 0.5% 0.5% 0.5% .
Non-Competilion Agreement 0.3% 0.3% 0.2% 0.0% 0.0% 0.0% b
Total Pre-tax Charges 11.3% 113% 11.2% 10.5% 10.5% 10.5%
Profit Add-Back:
Plus: Tolal Mai A Profit Allocati 326% 31.0% * 33.1% 38.7% 54.5% 103.2% .
Operating Profit (Loss) 64.2% 65.0% §1.2% 73.4% 89.3% 138.0% 2
Incomo Taxes @ 35% 2.5% 22.7% 23.5% 25.7% 31.3% 48.3%
After-tax Operating Profit (Loss) 41.8% 42.2% 43.7% 41.7% 58.1% 89.7%
Post-tax Returns;
Returm on Property, Plant, and Equipment 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Return an Working Capital 0.3% 0.3% 0.3% 0.3% 0.3% 03%
Retum on Customer Relationships 0.8% 0.8% 0.8% 0.8% 0.8% 0.8%
Retam cn Assembled Workforce 0.4% 0.4% 0.4% 0.4% 04% 0.4%
Total Post-tax Retums 1.7% 1.7% 1L7% 1.7% 17% 1.7%
Cash Flow from Operations 40.1% 40.5% 42.0% 46.0% . 56.4% 88.0%
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EXHIBIT 30

ORACLE CORPORATION
YALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE 1 OF2
AS OF JANUARY 31, 2005 .
VALUATION OF ™N-PROCESS TECHNOLOGY - CRM
Fro]rctions - For the Flscal Y ears Endiog May ). |
IH08 007 2008 2009 2010 2011
To Proceys Tech Revemue - CRM S - s 304005 €618 3§ 39,780 31,78 26,126
Casiof Goods Scid @ - 1794 2019 1,79 1,552 78
Groas Profit . 38,606 63,619 57,987 40,192 25343
Operatiog Expansen:
Resesreh & Devdogment (Mrinienance) ™ - 1008 1353 1196 105 E]
Resesrch & Dovelopment (Cost to Caropletn) 50,000 26,500 . . -
Stles & Marketing - 9319 12.389 1,124 9629 1362 :
Genent & Administrative - 2078 2789 2465 2133 1077
Toil Opersting Expenscs 50,000 68,968 16731 14,785 12,797 6,482
EBIT (50.000) (0359) 18558 8262 3739 18881
Pre-tar Charges:
Rext for Patents:Cors Technology - 3040 6,768 5518 5174 2,613
Trade Mamo/Trademssks - 508 76 2% 59 m
Non-Competition Agreemant - 131 135 - - .
Tot) Pre-tux Charges - 5595 7517 6217 ) 218
Profit Add-Back:
#lux; Total Mainterance Agreements Pro6t Allocation - 1562 7,403 ni2 8222 26974
Operatlag Profi (L (50.000) (10.233) 714 50016 50,164 B2 )
Income Taxes @ 35% 17.500) 06852 2300 21016 21,064 13,089 :
Aftertax Operating Peofit (Low) 132300) (6782 e 39,030 39119 2802
Post-tax Retarns: .
Retam o Propesty, Plank, and Eqipment - 101 135 120 103 2
Return on Workieg Copitdl - 151 203 17 155 %
Retoen on Customer Belationthips - 403 s41 a7 a4 209
Return ca Amembled Warkforoo - 02 m 29 207 105
Total Pon-tax Artums B 857 1,150 1016 830 a4
Cash Flow from Operations 01.300) .83 40,263 38,013 38240 2157
Panial Poriod 10000 1.0000 1.0000 1.0000 10000 10000
Mid yeer adjustment 01644 08288 13288 28288 33258 48288
Prosent Valu Faclor @ 17% 0915 08750 07504 06414 05482 04635
‘Pretest Valne of Caab Flom L) [R(1) 30215 24361 2058 12,922
Sum of Prasent Valoe of Cerh Flows 50,102
‘Tax Swvings of Amortization 1578
Fir Valoa 57,880
Fat: Vel —CRM 57900

Notes:

1) Cost of Goods Sold (COTS) compuled tused om liccore COGS % as ehown on Exhibit 9.0, pago2 of 2.
i i 209 l Resexrch.

&

(2) Research &
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ORACLE CORPORATION

EXHIBIT 3.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE20F2
AS OF JANUARY 31, 2006
VALUATION OF IN-PROCESS TECHNOLOGY - CRM
COMMON SIZE
S—
| Projeclions - For the Fiscal Years Ending May 31,
2H 6 2007 2008 2009 2010 2011
In Process Technology Revenue - CRM NA 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of Goods Sold ’ NA 3.6% 3.0% 3.0% 310% 3.0%
Gross Profit NA 96.4% - 97.0% 97.0% 97.0% 97.0%
Operating Expenses:
Rescarch & Dy pment (Mai NA 2.0% 2.0% 20% 20% 2.0%
Research & Develapment (Cost to Complete) 5 NA 12.1% 0.0% 0.0% 0.0% 0.0%
Sales & Marketing NA 18.6% 186% 18.6% 13.6% 13.6%
General & Admimisirative NA 4.1% 4.1% 4.1% 41% 4.1%
Tetal Operating Expenses NA 136.8% 24.7% 24.7% 24.7% 24.7%
EBIT - NA ~40.4% 723% 12.3% 723% 3%
Pre-tax Charges:
Rent for Patents/Core Technology NA 10.0% 10.0% 10.0% 10.0% 100%
Trado Name/Trad=marks NA 1.0% 1.0% 0.5% 0.5% 0.5%
Non-Competition Agreement NA 03% 0.2% 0.0% 0.0% 0.0%
Total Pro-tax Charges NA 11.3% - 11.2% 10.5% 10.5% 10.5%
Profit Add-Back:
Plus: Total Mai Profit i NA 31.0% 33.1% 3B.7% 54.5% 103.2%
Operating Profit (Loss) NA -20.7% 94.2% = 100.4% 1163% 165.0%
Income Taxes @ 35% NA -1.2% 33.0% 35.2% 40.7% 57.8%
After-tax Operating Proft (Loss) NA -13.5% 61.2% 65.3% 75.6% 107.3%
Post-tax Returas:
Rehun on Property, Plant, and Equipment NA 0.2% 0.2% 0.2% 0.2% 02%
Retum on Working Capital NA 0.3% 03% 0.3% 0.3% 0.3%
Return on Customer Relationships NA 0.8% 035% 08% 0.8% 0.8%
Retusm on Assembled Workforee NA 0.4% 0.4% 04% 0.4% 04%
Tolal Post-tax Returms NA 1.7% L7% 1.7% 17% L7%
Cash Flow from Operations NA -15.2% 59.5% 63.6% 13.9% 105.6%
ORCL00312793
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ORACLE CORPORATION EXHIBIT 3.1 -
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE 1 OF2 :
AS OF JANUARY 31, 2006

VALUATION OF IN-PROCESS TECHNOLOGY - ONDEMAND
{20007, excepl pereontay)
Projcctions - For the Fiscal Year Ending May 31,
106 1007 2008 1009 2610 FIT]
To Procas Techaclogy Reveaus - OuDemasd s -~ s 078§ 748§ 5605 ¢ PD s 3343
Cost of Goads Sold @ - 240 2204 1683 1312 1,00
Greas Profit - 3,655 3143 3528 3,081 240
Operating Expenser;
Researods & Developmen! (Munlerenos) S . 152 117 nz & &
Rescarch & Development (Cost to Cormplets) 6000 . - - . s
Sales & Necketing - 1503 1367 1004 814 62 .
General f Admirirsive . wm 103 31 150 138
Tots) Operating Expeases 6000 1958 137 1387 1082 527
EBIT (6.000) 657 3326 2539 1950 53
Pro-tex Chwges:
Rent fo PatenmiCore Technology - 808 Pt 61 57 93
Trade Nsme/Trademaks - ) n % 2 17
Non-Compelition Agrecment - P13 15 - . -
Totat Pretax Clarges - 513 a3 3 39 EH)
Proflt Adé-Back:
Plus: Toul Meneames Agreements Profit Allocation - 2504 241 2169 2385 3451
Operating Profit (Lews) (6.000) 3218 1936 3119 3506 1813
Income Tuxes @ 35% 3,100) 187 1128 1,442 1367 1615
After-tax {Low) {3,900) 3411 3,309 2677 3,339 2999
Port-tax Retaras:
Retum on Property, Plan, and Equipment - 16 is no- 9 7
Retam on Working Cagital - u 2 I 5 10
Rebum on Castomer Relagiarabips - & 59 45 35 27
Return on Assembled Workforco - 2 2 2 17 13
Tow! Post-tzx Retums - 137 125 95 74 37
Casb Faw from Operation, B.50) 3274 3084 23582 2463 2542
Partiad Period 1.0000 1.0000 1.0000 10000 10000 1.0000
Mid year adjustment 0.1644 08288 18288 2528 38288 48288
Prescat Value Factor @ 18% 052 0s7a (R Q6261 05306 T 097
Preveat Value of Cash Flowy 0] 2884 1218 1617 1308 132
Sum of Prewent Valus of Cah Flows 5,584
Tux Sevisgs of Amortization F7i]
Fair Valus 6412
iga of Ia Proces Tecks ~OaDemvud Rown
Notes:

1) Cont of Goolla Sold (COGS) computad tesed on OnDamand COGS % m sbown on Exlbit 9.0, pago2 of §
& i intxining existi §it 209 of the average total Rescarch & Development percenizge,
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ORACLE CORPORATION EXHIBIT3.1
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEREL SYSTEMS, INC. ) PAGE20F 2
AS OF JANUARY 31, 2006

VALUATION OF IN-PROCESS TECHNOLOGY - ONDEMAND

COMMON SIZE

Projections - For the Fiscal Years Ending May 31,
2

]
2H 06 2007 2008 909 2010 2011

In Process Technalogy Revenue - OnDemand NA ©_ 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of Goods Sold NA 30.0% 300% 30.0% 30.8% 30.0%
Gross Profit NA 70.0% 70.0% 70.0% 70.0% 70.0%
Operating Expenses:
Rescarch & D (Mail NA 20% 20% 2.0% 20% 20%
Research & Deovelopmont (Cost to Compleic) WA 0.0% 0.0% 0.0% 0.0% 0.0%
Sales & Marketing NA 18.6% 186% 18.6% 18.6% 18.6%
General & Administrative NA 4.1% 4.1% $.1% 4.1% 4.1%
Total Operating Expenses NA 247% 24.7% 24.7% 24.7% 24.7%
EBIT B NA 45.3% 453% 45.3% $5.3% 453%
Pre-tax Charges:
Rent for Patenis/Core Tachnalogy NA 10.0% 10.0% 10.0% 10.0% 10.0% 3
Trade Name/Trademarks NA 1.0% 1.0% 0.5% 0.5% 0.5% -
Non-Compctilion Agreement NA 0.3% 0.2% 0.0% 0.0% 0.0%% -
Total Pre-tax Chargss NA 11.3% 112% 10.5% 10.5% 10.5%
Profit Add-Back:
Pins: Total Mai; Profit i NA 31.0% 33.1% 38.7% 54.3% 103.2%
Operating Profit (Loss) NA 65.0% 67.2% — 73.4% 893% 138.0% -
Income Taxes @ 35% NA 2.7% 23.5% 25.7% 313% 48.3%
After-tax Operating Profit (Loss) NA 42.2% 3.7% 47.7% 58.1% R9.7%
Post-tax Returny;
Retum on Property, Plant, and Equipment NA 02% 0.2% 0.2% 0.2% 02%
Retum on Working Capitat NA 0.3% 03% 0.3% 03% 0.3%
Retum on Customer Relationships NA 0.8% 0.8% 0.8% 0.8% 0.8%
Retum om Assembled Workforce NA 0.4% 0.4% 0.4% 0.4% 0.4%
Total Posi-tax Retums NA L7% 1T% 17% L7% 1.7%
Cash Flow from Operations NA 40.5% 4205 46.0% 564% 83.0%
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EXHIBIT 3.2

ORACLE CORPORATION
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE10QF1
AS OF JANUARY 31, 2006
VALUATION OF IN-PROCESS TECHNOLOGY - PERCENT COMPLETE CALCULATION
{5000s)
[Vahuation Date 31-Tan-06)
Avcrage Cost per Man Month: S 15
Cost
Estimated Man Months Incurred to Man ~  Estimated Total Cost- Complexity
Project Completion Incurred to Valoatioa Months te Cost to Estimated Time-Based  Based % Based % Average %
Froduct Development Start Date Date Veluation Date Date Complete. _Complate Costs % Complete _Complete Compiete Complete
'Sicbel CRM 8.0 Mar-04 Sep-06 18,400 276,000 7,100 106,500 382,500 76.1% 22% 80.0% 76.3%
Siebcl CRM OnDemand 11.0 Sep-05 Moy-06 350 12,750 400 6,000 18,750 62.8% 68.0% 80.0% 70.3%
ORCL00312796
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ORACLE CORPORATION EXHIBIT 4.0 B
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE1OF 1

AS OF JANUARY 31, 2006

VALUATION OF PATENTS/CORE TECHNOLOGY

($000's, except pemenlagss)

| Projections - For the Fiscal Years Ending May 31, ]
2H 06 2007 2008 2009 2010 2011
Patents/Core Technology Royalty Revenue
Existing Technology Royalty @ 10% 3 13351 8§ 21,221 8 16061 % 12223 8 6761 % 3,132 it
In-Process Technology Royalty @ 10% - 5.848 7,500 6,539 5612 2,947 B
Exisling Mainlenance Royally @ 10% 24,592 47,400 44,082 40,996 38,126 35,458
Total Royalty Revenue 37,943 74,469 67,643 59,758 50,499 41,536
Tncome Texes @ 35% 13,280 26,064 23,675 20915 17,675 14,538
After-Tax Rovalty Savings 24,663 48,405 43,968 38843 32,824 26,999
Partial Period 0.6593 1.0000 1.0000 1.0000 1.0000 1.0000
Mid-year Adjustment 0.1644 0.8288 1.8288 2.8288 3.8288 4.8288
Present Value Factor @ 11% 0.9830 09171 0.8263 0.7444 0.6706 0.6042
Present Value After-Tax Royalty Savings 15,985 44,394 36,329 ) 28913 22,012 16,311
Sum of Present Value After-Tax Royalty Savings 163,945
Tax Savings of Amortization 35,205
Fair Value 199,149
Fair Value of Patents/Core Technolo ounded $ 199,100
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'ORACLE CORPORATION
VALUATION OF CEXTAIN ACQUIRED ASSETS OF SIFNPL. SUSTEMS, INC.
ASOF TANUARY 31, 2008
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ORACLE CORPORATION EXILBIT 5.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE20F 2
AS OF JANUARY 3t 2006
VALUATION OF AND RELA REL
COMMON SRE
- For the Fisea) Vears Eod
3H06 7007 7008 7008 2010 20) 2012 2013 2014 1013 016
Kristlzg Reatrd Customer Refafionah, 100.0% 100.0% 100.0%6 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% . 100.0%
Coxt of Sales 195% N s 0% 109 105% 105% 10.5% 10.5% 105% 105%
Gross Profit 5V BSI% % % Xy X WIK X W% XA 5%
Operating Sxpemes:
‘Bug Fix and Product Soppon Expeses % 7% 1% T0% 76% % 7.0%
Sales & Murketing (Micdomance) 5% 50% 5% son 0% s 5.0%
Generad &s Advgimisirutivs 4.8% % 1% . . 4% 4.4% 4% 11%
Tolel Operating Expenses 168% 16.1% 161% 18.1% Te1% 161 181%
[T &S9% 0T T2a% Tam % YL A% % A% Pa% [T
Pretas Charges:
Remt for Paests/Care Techrology
Rent for Prduct Level Technology
Trade Nee/Trodermarky
Total Fre-txx Chargos
Opereling Prolit (Lom) Tio% % 3 ED 3 (%3 (%) TN TSR 57 e
Income Trea @ 35 122% Hes 152% 155% 159% 153% 1609 160% 160% 16.0% 1608
Anertax Frofu e 0% ) 5% X Ba% B BT B X0 B7%
Post-tay Reraras!
Returm on Propenty, Plact, end Equipmert [z 0% 0.2% (£ : (1.5 om 0.2% 0.9 0% 0.2%
Retam o Workiag Capital
Return on Custoner Relalonakipa .
Relmn on Aseerbled WarkRrce
Toal Post<ax Reazs
Cixa Fiow from Opetations 210% 4% EXY % TR % Bo% 3% EX3 0% %
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ORACLE CORPORATION EXHIBIT 6.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE10F1
AS OF JANUARY 31, 2006

VALUATION OF CUSTOMER RELATIONSHIPS

($000's, except number of customers)

Average Fully Burdened Salary $ 120.0
Overhead @ 25% 30
Average Salary with Overhead $ 150.0
Average Monthly Salary with Overhead $ 12.5
Customers

Number of Active Customers® 4,000

% of Customer Overlap B 55%
Number of Non-Overlap Active Customers 1,800
Number of Person Months to Establish Customer Contract 6.0
Total Cost to Acquire Customer Relationships $ 135,000
Less: Income Tax Deduction Benefit @ 35% 47,250
’ 87,750
Plus: Tax Amortization Benefit 20,069
107,819

Notes:

(1) Active customers as of September 2005 as provided in Oracle Investor Presentation.
(2) Provided by Management.
(3) Based on a discount rate of 10%.
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ORACLE CORPORATION EXHIBIT 7.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE10F 1
AS OF JANUARY 31, 2006

VALUATION OF TRADE NAME/TRADEMARKS

(5000's. ICAgCs)

Praojections - For the Fiscal Years Foding May 31,
2008 2009

2H 06 2007 2010 201

Revenne: @

License H 117,000 S 240,000 s 241,600 S 244,000 s 246,400 § 248,824

Maintepance 255,948 540,874 577,114 613714 650,674 687,997

Profassional Services 19_6.798 240,000 241,600 244,000 246,400 248,824

Total Revenuo 569,746 1,020,874 1,060,314 1,101,714 1,143,474 1,135,644

Brand Savings Rate® 1.0% 1.0% 1.0% 0.5% 0.5% 0.5% s
Roy Revenue 5,697 10209 10,603 5,509 5717 5928
Income Tax @ 35% 1,993 35713 3m 1,928 2,001 2,075
Afer-Tax Brand Savings 3,703 6,636 6,892 3,581 3,716 3,853
Partial Period 0.6593 10000 1.0000 1.0000 1.0000 1.0000
Mid-point in Period 0.164 0.8238 1.8288 23288 3.8288 4.8288
Present Value Factor @ 10% 0.9845 0.9240 0.8400 0.7637 0.6943 0.6311
Present Value After-Tax Brand Savings 2404 6,132 5,790 2734 2,580 2432
Sum of Present Value After-Tax Brand Savings 22,072
Tax Savings of Amortization 5,048
Fair Valuo 27,120 - e
Fair Value of Trade Name/Trademarks (Rounded) $ 27,100
Nofes:
(1) Per di doms with Oracle the Sicbel Trade Name/Trademarks will remain as an important part of Oracle's markelplace siralegy as it rolates to software sales.

Howover, as the OnDanand braniding has not been strong historically, Oracle may discontinue the usc of the Sicbel Trade Name/Trademarks as related to the OnDemand solution.

‘Therefore, we have included the ficense OnDemand), and services revenus in the valuation of the Trade Name/Trademarks.

(2) Royalty rale decreasca in 2009 due to Lhe pianned releaso of Fusion in 2008,
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‘ORACLE CORPORATION EXHIBIT 8.0 B
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAQE 1 OF4 i
ASOFJANUARY 31, 2086

'VALUATION OF THE NON-COMPETITION AGREEMENT

DISCOUNTED CASHFLOW
WITR COVENANT | I WITHOUT COVENANT
“BASE CASE™ "WITH COMPETITION"
Projcctionn - Far L Flscll Years 3, | [ Profections - For the Pkl Years Endlog Mey 31. 1
TR0S 2007 2008 Pt 2007 2008
Tetal Revemes- Sizbel a2 1061265 1109298 5986256 1961368 110958
Rrvense 1,465 4457 3763
Toesl Austed Revemm - Sichel Sa3sc 1.061,265 1109398 384791 V956,508 1101.8%0
coos 231,66 290936 211301 21199 229959 280131
Grots Profi 354,594 70329 877,597 351991 66815 523399 -
o g 7 X By o 20% el
Expinss.
Selling, Genersl & Adminixrative 6920 24147 252,166 146,736 o.1p 21,510
Research 8: Dovelopmest 674 108,345 13,249 6752 103254 13,631
“Totd Expenses 310,704 35.592 365414 210489 £ 4641
Operatin bwome 143250 420337 3230 193103 - aTwms . w3959
G Mo ) ] ] EX] w305 aed
Taxea @ 33% 50,361 147,258 161904 50,086 146,219 160,565
Net Income 93578 IDIW 067 3017 271,608 TX193
Aguatments (o Net lacome
P 29313 50400 49.900 .20 50188 49,651
Leaw: Capitel Expendiurcs n.s %.300 33300 11,656 2.385 a7
Less: Increses in Worlkdng Copital - 9483 2402 - 05 2336
Lesx: Previously i 19005 32080 20211 19.06% 12680 o1 .
Toal Adjiotmeta to Nal neoms (1.508) 703 012 0,52 2 .03 N
Free Cash Flow 22070 774192 229,668 3165 T357 7,160 s
Portion of Period in DCF 6893 10000 05712 06593 10000 osm2
MidPoix in Peciod (Years) farm o¥8 15644 01644 0p219 1664
Present Valas Facior @ 12% 09815 09104 omm s a9n Lt
Presene Valem of Cash Floses 39.59 249,602 161,010 2.9 27941 159617

Som of Geah Figwa - o Campetition "BASE CASE™
Stn of Cash Flows with Competiion
[Diffssence in Cash Flows

| Tex Savings of Amontzetion

[Estimated Fair Valoe

EsUmaied Falr Vidue of Noo-Competition Agrerment (Ronndn
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ORACLE CORPORATION EXHIBIT 8.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE2OF 4
AS OF JANUARY 31, 2006
VALUATION OF THE NON-COMPETITION AGREEMENT
DISCOUNTED CASH FLOW COMMON SIZE
50003
WITH COVENANT WITHOUT COVENANT
"BASE CASE" "WITH COMPETITION"
Projections - For the Fiscal Years Ending May 31, Projections - For the Fiscal Years Ending May 31,
2H 06 2007 2008 2H 06 007 2008

Total Revenues - Siehel

Revenue Lost without Covenant
Total Adjusted Reveaus - Sicbel 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
COGS 39.5% 27.4% 254% 39.5% 274% 25.4%
Gross Profit 60.5% 72.6% 74.6% 60.5% 72.6% 74.6%
Expenses:

Selling, Generel & Adminlstrative 25.1% 2.T% 2.7% 25.1% 22.8% 22.8%

Research & Development 10.9% 10.2% 10.2% 10.9% 10.2% 103%
Total Expenses 35.9% 329% 2.5% 36.0% 33.0% 33.0%
Operating Income 24.5% 39.6% 41.7% T 245% 395% 41.6%
Taxes @ 35% 8.6% 13.9% 14.6% 8.6% 13.8% 14.6%
Net Income 16.0% 25.8% 27.1% 15.9% 25.7% 27.0%
Adjustmens to Net Income .

Plus: Depreciation 5.0% 4.T% 4.5% 5.0% 4.7% 4.5%

Less: Capital Expanditures 20% 25% 3.0% 2.0% 2.5% 3.0%

Less: [ncrease in Working Capital 0.0% 09% 0.2% 0.0% -0.9% 0.2%

Less: Previously Accrued ing Charges 3.3% 3.1% 23% 3.3% 3.1% 2.3%
Tota! Adjustreents (o Nat Income 0.3% 0.1% -1.0% -0.3% 0.1% -1.0%
Free Cash Flow i 15.7% 25.8% 26.1% 15.6% 25.8% 26.0%
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ORACLE CORPORATION EXHIBIT 8.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE3 OF 4
AS OF JANUARY 31, 2006
VALUATION OF THE NON-COMPETTTION AGREEMENT
EFFECT OF SALES - PROBABILITY
sSOOO:}
I _ Potential Percent of Revenue Lot with Competition |
Compelilion
Begin 2806 2007 2008
Yearl [ 2.50%)| [ 2.50%] 2.30%
Year2 N 2.50%| 2.30%
Year3 250%
[ Potential Revenue Lost with Competition ]
2H 06 2007 2008
Total Revenue s 586.256 s 1,061,265 s 1,109.298
Competition
Bogins
Yearl 2.50% = 14,656 26,532 27,732
Year2 2.50% = 26,532 2,732
Year3 250% = 21,732
[ Weighted Revenue Lost 1
Competition Probability of
Dexins Comupetition
Yearl 10.0% 0.25% _ 0.25% 0.25%
Year2 6.8% 0.17% 0.17%
Year3 4.2% 0.10%
Expected Peroent of Revanuo Lost with Competition 0.25% 0.42% 0.32%
Expeoted Revenuc Lost . 2H 06 2007 2008
Tota] Revenuc s 386.236 s 1,061,265 .S 1109298
Revenue Lost 0.25% = 1,466
Revenua Lost 0.42% - 4,457
Revenue Lost 0.52% = 5,768
EXPECTED REVENUE LOST DUE TO COMPETITION 1,466 4,457 5768
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EXHIBIT 8.0

ORACLE CORPORATION
PAGE4OF 4

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC.
AS OF JANUARY 31, 2006

VALUATION OF THE NON-COMPETITION AGREEMENT

PROBABILITIES

££0000)

10.0%)

Pr(Competition begins in Year 1) =
Pr{Compctition begins in Year 2, given competition did not begin bofore Year 2) = 6.8%|
4.2%

Pn(CmnE‘!im m in Year 3' Eiv:u comﬂ' ion did not b_eain before Year 3) =

For purposes of the table below:

Pr(Cn) = Probability Competition begins in YearN
Pr(Cn|NCm) = Probability Competition begins in Year m, given competition did not begin before Year n
Pr(Cn|NCm and NCo) = Probability Competition begins in Year N, given competition did not begin in Year M and or Year 00

Total
2H 06 2007 2008 Probabifity

P(Cl)= P(CLCBY)
= 10.00%

—| ll).lJ"/ul

P(C2)= K{XCIICB1) * P(CACB2)
= 90.0% * [ 7.5%] 6.15%

P(C3)= P(XC1CB1) * PXC2CB2) *  P(C3ICB3) '
= 200% * 025% * 50% 4.16% R
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ORACLE CORPORATION EXHIEIT 9.0 B
‘VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE1QF6
AS OF JANUARY 31, 2006
REVENUE ALLOCATION SUMMARY
[ Projections - For the Fiscal Years Eoding May 31, ]
2H 06 2007 2008 2009 2010 011
Technology Revenue
License Revenue H 117,000 3 240,000 $ 241,600 s 244.000 s 246,400 s 248,824
OnDemand Revenue 15,510 40391 48.985 56,086 62,477 66,851
Total Technology Revenuo 133,510 280,391 250,585 300,086 308,877 315,675
Revenue Allocation i
License:
CRM 74.0% 70.0% 70.0% 70.0% 70.0% 700%
Analytics 28.0% 28.0% 25.0% 28.0% 28.0% 238.0%
SCA 1.0% 20% 2.0% 0% 2.0% 2.0%
Tutal 100.0% 100.0% 100.0% 100.0% 100.0% 100 0%
License:
CRM 86.580 168,000 169,120 170,800 172,480 174177
Annlytics 29250 67,200 67,648 68,320 68,992 69.671
SCA L170 4,800 4,832 4.880 4928 4.976 .
Totw} 117,000 240,000 241,600 243,000 236,400 248,324 .
OnDemand 16510 40,391 48,985 56,086 62477 66,851
Tetal Technology Revenuz 133510 280,391 290,585 300,086 308.877 315,675
Revenue Summary - :
Existing 133510 212,214 160,613 12,227 67,610 31319
In-Process - 38478 74,996 65389 56,117 20,469
Future - 9,700 54,975 112470 185.150 254,887
Total Technalogy Revenue S 133,510 S 280,391 S 290,585 H 300.086 5 308,877 3 315675
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ORACLE CORPORATION

EXHIBIT 90

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE20F 6
AS OF JANUARY 31, 2006
REVENUE ALLOCATION SUMMARY
50005)
Projections - For the Fiseal Years Ending May 31,
2H 06 2007 2008 2009 2010 2011
Existing Technology
License
CRM 86,580 117,600 84,560 59,780 344% S 17,418
Analytics 29,250 63,840 43,971 34,160 17,248 6,967
sca 1,170 480 242 244 246 249
Total License 117,000 181,920 128,773 94,184 51,990 24,634
OnDemend 16,510 30,294 31,840 28,043 15,619 6,685
Total Existing 133,510 212214 160,613 122227 67,610 31,319
In-Process Techrology
License
CRM - 50,400 67,648 59,780 51,744 26,126
Analytics - - - - . -
SCA = - - - - -
Total License - 50,400 67,648 59,780 51,744 26,126
OnDemand - 8,078 7,348 5,609 4373 3,343
Total In-Process - 58,478 74,996 65,389 56,117 29,469
Future Technology
License
CRM - - 16,912 51,240 86,240 130,632
Analytics - 3,360 23,677 34,160 51,744 62,704
sca - 4,320 4,590 4,636 4,682 4,728
Total License - 7.680 45,179 90,036 142,666 198,064
OnDemand - 2,020 9,797 22,434 42,485 56,823
Total Future - 9,700 54,976 112470 185150 $ 254,887
ORCL0O0D312807
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ORACLE CORPORATION EXHIBIT $.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE3OF6
AS OF JANUARY 31,2006
REVENUE ALLOCATION - CRM
(3000s)
| Projections - For the Fiscal Years Ending May 31,
2H 06 2007 2008 2009 2010 2011
Revenue Summary
CRM $ 86,580 3 168,000 3 169,120 $ 170,800 3 172,480 3 174,177
Existing 100% 0% 50% 353% 20% 10%
In-Process 0% 30% 40% 35% 30% 15%
Future 0% 0% 10% 30% 50% 75%
Total 100% 100% 100% 100% 100% 100%
Existing 86,580 117,600 84,560 59,780 34,496 17,418
In-Process . - 50,400 67,648 59,780 51,744 26,126
Future - - 16,912 51,240 86,240 130,632
Total $ 86,580 3 168,000 3 169,120 $ 170,800 3 172,480 3 174,177
Notes:
(1) Siebel CRM 8.0, the next major upgrade in CRM solutions, is scheduled to be released in September 2006,
ORCL00312808
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ORACLE CORPORATION EXHIBIT 9.0 E
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE4OF6
AS OF JANUARY 31,2006
REVENUE ALLOCATION - ANALYTICS
($000s)
| : Projections - For the Fiscal Years Ending May 31, |
2H 06 2007 2008 2009 2010 2011
Revenue Summary @
Analytics 3 29,250 $ 67,200 $ 67,648 3 68,320 3 68,992 3 69,671 K
Existing 100% 95% 65% 50% 25% 10%
In-Process 0% 0% 0% 0% 0% 0%
Future 0% 5% 35% 50% 75% 90%
Total 100% 100% 100% 100% 100% 100%
Existing 29,250 63,840 43,971 34,160 17,248 6,967
In-Process - - - - - -
Future - 3,360 23,677 34,160 51,744 62,704
Total $ 29,250 8 67,200 3 67,648 $ 68,320 $ 68,992 5 69,671
Notes:
(1) The Analytics 7.8x application was released in Calendar Year Q4 2005. The Analytics 7.8x platform is scheduled for release in March 2006, Based on discussions with

Siebel maragement, the Analytics 7.8x platform is in beta and has reached technological feasibility as of the Valuation Date.
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ORACLE CORPORATION . EXHIBIT 9.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE5SOF 6
AS OF JANUARY 31, 2006
REVENUE ALLOCATION - SCA
{S000s)
| Projections - For the Flscal Years Ending May 31, \
2H 06 2007 2010 2011
Revenue Summary
SCA S 1,170 3 4,800 3 4,832 $ 4,880 s 4,928 S 4,976
Existing 100% 10% 5% 5% 5% 5%
In-Process % 0% 0% 0% 0% 0%
Future 0% 90% 95% 95% 95% 95%
Total 100% 100% 100% 100% 100% 100%
Fxisting 1,170 480 242 244 246 249
In-Process - - - - - -
Futurc - 4320 4,590 4,636 4682 4.728
Total S 1,170 $ 4,800 S 4,832 3 4,880 S 4,928 S 4,976
ORCL00312810
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ORACLE CORPORATION EXHIBIT 9.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE6OF 6
AS OF JANUARY 31, 2006
REVENUE ALLOCATION - ONDEMAND
{: SOOOS!
| Projections - For the Fiscal Years Ending May 31 |
2H 06 2007 2008 2009 2010 2011
Revenue Summary o
OnDemand s 16510 8 40,391 3 48985 38 56,086 S 62477 S 66,851
Existing 100% 75% 65% 50% 25% 10%
In-Process 0% 20% 13% 10% % 3%
Future % 3% 20% 40% 68% 85%
Tatal 100% 100% 100% 100% 100% 100%
Existing 16,510 30,294 31,840 28,043 15,619 6,685
In-Process - 8,078 7348 5,609 4,373 3,343
Future - 2,020 9,797 22,434 42,485 56,823
Total s 16,510 3 40,391 S 48,985 $ 56,086 s 62477 S 66,851

Notes:
(1) The next version of OnDemand, OnDemand 11.0, is expected to be celeased in May 2006. Based on discussions with Siebel management, OnDemand has 2-3 releases per year.

Highly Confidential Information - Attorneys' Eyes Only ORCL00312811




Highly Confidential Information - Attorneys' Eyes Only

ORACLE CORPORATION EXHIBIT 10.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGELQF2
AS OF JANUARY 31, 2006
BUSINESS ENTERFRISE VALUAT{ON
{80005
ections - For the Flscal Years 3,
206 2007 2008 @ 2009 2010 210 = AR = _ Resihual
Revenue: @
License Reverne 117,000 $ 240,000 § 241,600 $ 244,000 $ 246,400 $ 248,824 S 251,271 s 253743
Mainlemance Reverue 255,948 540,874 577,114 613,714 650,674 687,997 725,688 763,749 .
Services Revenue 196,798 240,000 241,600 244,000 246,400 248,824 251,271 253,743 -
OnDerand Revenue 16,510 40391 48985 56,086 62,477 66,851 70,193 73.001 -
Total Revetuo 586,256 1,061,265 1,109,298 1,157,800 1205951 1,252,495 1,208,423 1,344,235
Growth Rate -152% 5% P 424 3.9% 3.7% 3%
Cost of Goods Soid:
License Reverme 4,680 8,544 7,248 7320 7392 7,465 7,538 7,612
Maintenance Reverme 49,904 TLAIS 66,009 69,856 68224 72,338 76,050 80,081
Services Revenue 172,125 198,856 193,259 195,170 197,061 199,000 200,957 202,934
OnDemand Revenue 4,953 12,117 14,695 16,826 18,743 20,055 21,058 21,900
Total Cost of Goods Sold 231,663 290,936 281,301 289172 201.421 298,657 305,643 312,527
Gross Profit 354,594 770329 827,997 868,628 914,530 953,838 992,780 1,031,709 -j
Operating Expenses
Research & Development 63,784 108,345 113249 118,200 123,116 127,868 132,557 137,234 )
Sales & Marketing 119,984 197,491 206,429 215,455 224415 ~ 233,077 241,624 250,149 s
General & Administrative 26,936 43,756 43,736 47,736 49,721 51,640 53,534 55,423
Total Operating Expenses 210,704 349,592 365,414 381,391 397,253 412,585 427,714 442,805
Operating Incoroe (EBIT) 143,890 420,737 462,583 487237 317,277 341253 565,066 588,904
Income Taxes @ 35% 50,361 147,258 161,904 170,533 181,047 189,438 197,773 206,116
Net Profit After Taxes 93528 273,479 300,679 316,704 336,230 351,814 367,293 382,787
Cash Flow
Plus: Depreciation 29,313 50,400 49,900 49,200 48,200 50,060 51,896 53,727
Less: Capitat Expenditures @ 11,725 26,500 33,300 40,500 48,200 50,060 51,896 53,727
Less: Warking Capitel Investrment - (9,483) 2,402 2,425 2,408 2,327 2206 2,201
Less: Previously Accrued Restruchuing Charges 19,095 32,680 25211 20,967 53,198 - - -
Available Cash Flow 92,020 274182 289,666 302,012 280,625 349,487 364,997 380,497
Partial Period 0.6593 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
Mid-year adjustment 0.1644 0.3288 1.8288 2.8288 3.8288 48288 5.8288
Present Value Factor @ 11.9% 0.9817 09112 0.8144 0.7280 0.6507 0.5816 05198 i
Presont Value of Avatiabie Cash Flows 59,564 249,827 235914 219,854 182,595 203,259 189,741
Stum of Present Value of Available Cash Flows 1,340,753 :
Residual Cash Flow 380,497
Rate of Return. 11.9%
Residual Growth Rate 3.5%
Divided By: Cap Rate (r-g) 3.3%
Equal: Residus] Value 4,556,854
Times: PV Factor 0.5198 :
PV of Residual Value 2,368,849 -
Sum of Present Velue Cash Flows (2006-2012) 1,340,753 ’
Plns: Cash and Short-Term Investments ™ 2,362,587
Plus: Excess Working Capital (Deficit)® 61,708
Business Enterprise Velue ® 6,133,897 ‘
siness Value (Rounde i S 6,131,897
Notes:
(1) Reveme through 2010 based on the Project Sierra Opemsting Model 85 provided in Oracle’s board projections,
{2) FY 2006 totat revenue is based an 1H 06 actual and 2H 06 estimated total revemue,
(3) Cost of Goods Sold through 2010 based on the Project Sierra Operating Model as provided in Oracle's board projections.
(4) Operating Expenses through 2010 based on the variable cost structure in the combined Oracle and Siebel Operating Model
(5) Depreciation through 2010 based on the Project Sietra Operating Model as provided in Oracle’s board projections.
(6) Capital Expenditures through 2010 based on the Project Sierra Operating Model as provided in Oracle's board projections.
{7 Cash and Short-Term Investment balences based on Jamsary 31, 2006 balance sheet.
(8) Excéss Warking Capital (Deficit) calculated based on working capital balances as of Jenuary 31, 2006.
(©) Allocable Purchase Price from Oracle management.



ORACLE CORPORATION EXHIBIT 10.0

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE20F 2
AS OF JANUARY 31, 2006
BUSINESS ENTERPRISE VALUATION
COMMON SIZE
Projections - For the Fiscal Years Endi 31,
2H 06 2007 2008 2009 2010 2011 2012 Residual
Revenue:
License Revenue 20.0% 26% 21.8% 21.1% 20.4% 19.9% 19.4% 18.5%
Maintenance Revere 43.7% 51.0% 52.0% 53.0% 54.0% 54.9% 55.9% 56.8% :
Services Reveruo 33.6% 2.6% 21.8% 21.1% 20.4% 19.9% 19.4% 18.9%
OnDemand Reverme 28% 38% 44% 48% 5.2% 53% 54% 54%
Totel Revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Cost of Goods Sold: (1)

License Revenue 4.0% 36% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Meintenance Reverue 195% 13.2% 115% 11.4% 10.5% 10.5% 10.5% 105%
Services Reverus 87.5% 829% 80.0% 80.0% 80.0% 80.0% 80.0% 80.0%
OnDemand Reverme 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%

Total Cast of Goods Sold 39.5% 27.4% 254% 25.0% 24.2% 23.8% 28.5% 23.2% K

Gross Profit 60.5% 72.6% 74.6% 75.0% 75.8% 76.2% 76.5% 76.8%

Operating Expenses: _ B
Research & Developroent 109% 10.2% 10.2% 102% 10.2% 102% 10.2% 10.2% -
Sales & Marketing 20.5% 18.6% 18.6% 18.6% 18.6% 18.6% 18.6% 18.6%

General & Administrative 4.6% 4.1% 4.1% A1% 41% 41% 41% 41%
Total Operating Expensea 359% 32.9% 32.9% 329% 32.5% 32.9% 329% 329%
“Gperating Income (EBTT) 245% 39.6% a1.7% 21% 2% B2% B5% 8%

Income Taxes @ 35% 8.6% 13.9% 14.6% 14.7% 15.0% 15.1% 152% 15.3%

Net Profit After Taxes 16.0% 25.8% 27.1% 27.4% 27.9% 28.1% 28.3% 28.5%

Cash Flow
Plus: Depreciation 5.0% 4.7% 4.5% 42% 4.0% 4.0% 4.0% 4.0%

Less: Capital Expenditures 20% - 2.5% 3.0% 3.5% 40% 4.0% 40% 40%
Less: Working Capital Investraent 0.0% 0.9% 02% 0.2% 0.2% 02% 02% 02%
Less: Previowsly Aocrued R ing Charges 3.3% 31% 23% 1.8% 4.4% 0.0% 00% 0.0%
Available Cash Flow 15.7% 25.8% 26.1% 26.1% 23.3% 21.9% 28.1% 28.3%
Notes:
(1) Cost of Goods Sold are computed as a p e of their respective revernie.
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ORACLE CORPORATION EXHIBIT 11.0
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE 1 OF 3
AS OF JANUARY 31, 2006

WEIGHTED AVERAGE COST OF CAPITAL (WACC)

SUMMARY OF WACC ANALYSIS

Required Retarn on Debt:
Before Tax Cost of Debt:>) ‘ 6.3%
Less: Tax Deduction at 35% 2.2%
After Tax Cost Of Debt 4.1%
Required Return on Preferred Equity:(" 6.3%

Required Return on Commeon Equity:

jtal Asset Pricing Model:

Re = Rf + Beta x MRP + SSP

4.7% + 129 x 5.0% + 0.0% = 11.2%
Where:
Re = Required Return on Equity
RE = Risk-free Rate of Retum®
Beta = Beta for the Subject Company's Industry™
MRP = Market Risk Premium®
SSP = Small Stock Premium®
Concluded Return on Common Equity 11.2%
WACC Calculation
Required Return Weighting WACC
Required Return on Debt Capital 4.1% X 2.3% = 0.1%
Required Return on Preferred Equity Capital 6.3% X 0.0% 0.0% :
Required Ret -0.0474 11.2% X 97.7% = ____109%
11.0% &

WEIGHTED AVERAGE COST OF CAPITAL (ROUNDED) 11.0% |

Notes: -~ .
(1) Standard & Poor's BBB corporate bond yield
{2) The yield on long-term Treasury notes as of the valuation date.
(3) Based on the betas for publicly traded companies in the industry.
(4) The expected return on S&P 500 panies less the expected return on long-term Treasury securities,
based on historical rates of return and published data on expected stock returns.
(5) Expected additional retur on smaller companies, based upon historical market data published by Ibbotson Associates.
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ORACLE CORPORATION ] EGIETILS

‘VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEREL SYSTEMS, INC. PAGE20F3 .
AS OF JANUARY 31, 2006 ~
WEIGHTED AVERAGE COST OF CAPITAL (WACC) :
(S000's exexjt Comran Shave Prich
CAPITAL ASSET PRICTNG MODEL
Asamm
Valation Dale NI006
Siock Prics Dt -3 06 )
Risk-free Rale Yicid on long o Trexany
Pretxx Reqpirod Rate an Debt Capital ‘Stundard & Poor's BBB corporste band yidd
Roquired Raté ea Prefared Eqqiy Capinal Sundard & Poors BEB corporsic boad yidd
‘Equity Risk Promium Composie
Siock Promiom Tbbolson Associsiey'Socks Sords Bills & Jnfation. 2005
Tt Rte
Effeive tnoocee Tex Rate (1) (Rexmded)
[odwstry Capital Stroctore Axalysdy
Common Muke
“Total Grosy Toul Prefeered Comrocn Skare Sharey Valweof ket Equity/ -
Debe(D)() v Equity  +( Price x Ouwstndiog - Eqiy® )= __ ToulCyitst@) Total Capital -
NTERNATIONAL BUSINESS MACHS s azo0] 3 - s 1BA4IR s 149.26.732 8%
ORACLECORP 1,063,000 - 65.549.658 na%
SIEBEL SYSINC - - 5,678,690 542650 100.0%
MICROSOFT CORP - - P0EUNT 250884337 1000%
SAP AK: - - 3 64932502 5932502 100.0%
RIGHTNOW TECHNOLOGIES ING a7 - X 02891 303,03 100.0%
SALESFORCE COMING L] - 485788 4446518 1000%
0 =exclute D DT
1 =lncinde (Projecied) Delx / Equicy Prefemed /. Cupial -
INTERNATIONAL BUSINESS MACHS 1 Lz 7% 0.0% 1%
‘ORACLE CORP 1 138 L6% [ 140
SIEBELSYVE INC 1 149 0.0 0.08 0.0%
MICROSOFT CORP 1 109 0% 0.0% aos
SAP AKTIENGESELLSCHAFT 1 07 00% 0.0% oo
RIGHTNOW TECHNOLOGIES INC 1 148 0.0 o.0% ar .
SALESFORCE COM INC 1 130 2.0% % a0 :
Indusiry Averzge 129 23%
tactoded b Averages | — =
Industry Market Equity f Copita ST
Industry Sveforad Equicy / Markat Equity om
Industry Dt/ Musket Equiy 2%
Unlevered s Culutuied as follows: L ed + DetEquity=(1. ) iy
Relevord Beta Calentated as follows: + DebvEquity )

Deflaliions & Footnates
(1) Total Qiroxs Debt cxchudes rafoariry mierest FUbBUCK, 703 bt INECaled cash s rol been subtvcted.
@ il i X

Highly Confidential Information - Attomeys' Eyes Only ORCL00312815




ORACLE CORPORATION EXHIEIT 110

VALUATION OF CERTAIN ACQUIRED ASSETS OR SIEBEL SYSTEMS, INC. PAGE3OF 3
AS OF JANUARY 31, 2006
COST OF CAPITAL ANALYSIS
(30009}
After-Tax
% of Total Ratesof  Wid. Rate of
Values Allacated Value Return Retorn
TANGIBLE ASSETS
NET WORKING CAPITAL @ $ 2,285,938 37.3% 5.53% 21%
FIXBD ASSETS® 52,991 0.9% 618% 0.1%
INTANGIBLE ASSETS
EXISTING TECHNOLOGY
LICENSE 360,600 5.9% 10.0% 0.6%
ONDEMAND 57,200 0.9% 10.0% 0.1%
IN-PROCESS TECHNOLOGY
CRM 57,900 0.9% 17.0% 02%
ONDEMAND 6,400 01% 18.0% 0.0%
PATENTS/CORE TECHNOLOGY 199,100 3.2% 11.0% 0.4% :
MAINTENANCE AGREEMENTS AND RELATED CUSTOMER RELATIONSHIPS 808,300 13.2% 10.0% 13%
CUSTOMER RELATIONSHIPS 107,300 1.8% 10.0% 0.2%
TRADE NAME/TRADEMARKS 27,100 0.4% 10.0% 0.0%
NON-COMPETITION AGREEMENT 4,100 0.1% 12.0% 0.0%
GOODWILL ITEMS
UNIDENTIFIED INTANGIBLE VALUE® $ 2,167,067 353% 202% 11%
BUSINESS ENTERPRISE VALUE $ 6,133,897 1000%
‘WEIGHTED INDIVIDUAL ASSETS RETURNS 12.0%
_—
DISCOUNT RATE 12.0%
Notes:

(1) As of Jeruary 31, 2006.
(2) Goodwill shown is approximate and is for rate of retum caleulation purposes only.
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ORACLE CORPORATION

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC.

AS OF JANUARY 31, 2006
VALUATION OF DEFERRED REVENUE - MAINTENANCE

EXHIBIT 12.0
PAGE 1 OF 1

ssooo'§ 2xcapt percenlapss)
2/06 - 5/06 FY 2007 FY 2008
Annnal Ix d R Balance - Mai ) 148,488 s 167342 5,573
Cost Build-up Approach®
Total Dircet Cost of Service 15.0% 22273 25,101 836
Annual Direct Cost 22273 25,301 836 (@
15,09 15056 1.6
Plus:
Bug Fix and Product Support Expenses 1.0% 10,394 11,714 390
Other Product Marketing and General & Administrative Expenses T.8% 11,582 13,053 435
Total Indirect Costs 21976 24,767 825 (b
Total Direct and Indirect Costs Associated with Servicing Deferred Maintenance Revenue 44,249 49,868 1,661 (€} =(a) + (b)
Cost Plus % Markup @ 40% 40.0% 40.0% 400% (9 7
Total Markup 17,700 19,947 664 (@)=()*@
Total Estimated Cost Plus Markup of Scrvicing Dcferred Maintenence Revenue Balance (Roundcd) 61,949 - 69,815 2,325 () +(e) &
Partial Period 1.00 1.00 1.00
Mid Year Adjustment 0.1644 0.8288 1.8288
Present Value Factor @ 1.5% 0.9882 0.9418 0.8761
61,217 63,734 2,037
125,000

|Sum of Fair Valoe of Deferred Maintenance Revenue Balance sRmmned)

Notes:

(1) Expected run-off of deferred maintenance revenue balance of $321.4 million as of February 1, 2006, provided by Siebel management
i ded by Oracle

(2) Cost Build-up Approach based on cost dats for the

(3) A 40% markup on costs implies an operating margin of approximately 30% on the fulfillment of the deferred revenue.
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ORACLE CORPORATION EXHIBIT 12.1
VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE 1 0F 1
AS OF JANUARY 31, 2006 ’
VALUATION OF DEFERRED REVENUE - ONDFMAND

SSDOD'l. Sxeept perecntages)
2006 - 5786 FY 2007 FY 2008
Annual D Ratance - O a® $ 5357 § 4351 s .314
Cost Build-up Appreach ™
Total Direct Cost of Scrvice 78.3% 4193 3,406 246 -
Annual Direst Cost 4,193 3,406 246 (a) K
783% EL 783%
Plus:
Fecilitics & IT Expenscs 6.0% 323 262 19
General & Administrative TA% 395 321 23
Total Indirect Coats n1 583 2z o
Totat Dircot and Indircet Costs Associsted with Servicing Deferred OnDomund Revenue 4910 3,989 288 ©=@+®
Cost Plus % Markup @ 11% & 11.0% 11.0% 110% (@
Total Markup 330 439 2 @=E@*@
Total Estimated Cast Plus Markup of Sarvicing Defarred OnDemand  Revenue Balance (Rounded) 5,450 - 4427 319 {0) +(c)
Pagtial Period 1.00 1.00 1.00
Mid Year Adjustment 0.1644 0.8288 1.8288
Present Value Factor @ 7.5% 0.9882 0.9418 0.8761
5,386 4,170 280

2am |

[

Susm of Falr Vaiue of Deferred OnDenmnd Revenue Balance (Rounded)

Notes:

(1) Expected run-off of defemred OnDemand revenue balanos of $10 million as of February 1, 2006, provided by Sicbel management.

{2) Coet Build-up Approach based on Siebel cost data for the consulting buainess in 2005,

{(3) An 11% markup on costs implics an opcraling margin of approximately 10% (based on industry comparables) on the fulfillment of the deferred revenuo.
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ORACLE CORPORATION EXHIBIT 12.2

VALUATION OF CERTAIN ACQUIRED ASSETS OF SIEBEL SYSTEMS, INC. PAGE10F 1
AS OF JANUARY 31, 2006
VALUATION OF DEFERRED REVENUE - CONSULTING AND TRAINING
L5000's cxcept percentages)
2/06 - 5166 FY 2007
Annual Deferred Revenue Batance - Consulting and Training ™ s 2805 S 21,931
Cost Build-up Approach ® .
Total Direct Cost of Service 783% 20,980 17,168
Annual Direct Cast 20,980 17,166 (a) ?
R3% 78 3%
Plus:
Facilities & IT Cxpenses 6.0% 1,615 1,321
General & Administrative 74% 1,975 1,616
Total Indirect Costs 3,590 2,937 (b)
Total Direct and Indirect Costs Associated with Servicing Consuiting end Training Doferred Revenue 24,570 20,103 ©)=(a)+ &)
Cost Plus % Markup @ 11% 11.0% 10% (4 :
Total Markup 2,703 2211 (=) *(d)
‘Totel Estimated Cost Plus Maskup of Servicing Deferred Consulting and Training Revenne Balence (Rounded) 27,273 22,314 ©)+ ()
Partial Period 1.00 1.00
Mid Year Adjustment 0.1644 0.8288
Present Value Factor @ 7.5% 0.9882 09418
26,950 21,016
|Sum of Fair Value of Deferred Consulting and Training Revenue Batance (Rounded) S 48,000 |
Notes:

(1) Expacted ran-off of deferred revenua balance of $48.7 million as of February 1, 2006, provided by Siebel management. B
{2) Cost Build-up Approach based on Siebel cost data for the consulting business in 2005, H
(3) An 11% maskup on costs implies an operating margin of approximately 10% (based on industry comparables) on the fulfillment of the deferred revenu¢ .
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