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Company Overview

* Ticker: ORCL

* |Industry: Enterprise Software/Computer Hardware
* Current CEOs: Mark Hurd & Safra Catz

* Trades on NYSE

* Market Cap: $185.54 Billion
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History

e 1977 — Software Engineers created a consulting company known as Software Development

Laboratories (SDL)
 1979-Entered commercial market by the release of its relational database product (Oracle)
1982 — Name changed to Oracle Corp.
* 1983 — Runs on Mainframes & PCs also
» 1985 - Oracle Version 5- one of the first RDBMSs to operate in client/server mode
e 1987 — Created Application Division

e 1990 - Delivered 1% client/server package applications
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History (continued)

1992 — More access, compatibility, & scalability than ever before

* 1996 — World’s 1%t universal server

* 2000 — Creates the industry’s first integrated applications suite (E-Business Suite)
e 2005 — Acquired PeopleSoft

« 2007 — 30 Years Later $18 billion company, 65k employees, and 275k customers in 145

countries

e 2010 - Acquired Sun Microsystems
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Recent Acquisitions

e A successful method to R&D with low risks

 MICROS (June 2014)
e BlueKai (February 2014)
* Bitzer Mobile (November 2013)

 Acme Packet (February 2013)
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Business Description

 We are the world’s largest provider of
enterprise software and a leading provider of
computer hardware products and services
that are engineered to work together in the
cloud and in the data center.

» Oracle Management, Form 10-K
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What they do...

 Worlds largest enterprise software provider

 Provide IT hardware

* Integrated business database systems and

solutions
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How they do it well

 Oracle works best with Oracle
* But, still plays well with others

* Ready to use hardware
* Setup with the most efficient software

e Systems scaled to handle varying data
— Manhandling “Big” Data

* Provide services to maintain system
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Business Segments

 Software and Cloud

e Hardware

— Data storage

e Services
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Software and Cloud Business

* Software and cloud software subscriptions
* Cloud infrastructure-as-a-service

e Software updates and product support

i
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Hardware Business

 Hardware systems products
* Hardware systems support components



https://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=https://www.oracle.com/engineered-systems/exadata/&ei=_FCHVNLpCIWiyQS7t4DYCQ&bvm=bv.81449611,d.aWw&psig=AFQjCNEODtEHYavXoQ6yLlIpogzw1PD0CA&ust=1418240623325498
https://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=https://www.oracle.com/engineered-systems/exadata/&ei=_FCHVNLpCIWiyQS7t4DYCQ&bvm=bv.81449611,d.aWw&psig=AFQjCNEODtEHYavXoQ6yLlIpogzw1PD0CA&ust=1418240623325498

Manufacturing

* Internal
— Final Assembly
— Quality control and product testing
— Distribution
e External
— All hardware products
— Hardware related components

Fully packaged= “Built to Order”
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Services Business

* Technology Consulting
* Technology Education
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Revenue Breakdown

% of Total Income by Segment

M Software and Cloud
® Hardware
M Services




Operating Profit Margin

New Software Licenses and Cloud
0,
Software Subscriptions - 25%

Cloud Infrascture as a service - 19%

Software License Updates and Product
I T 89
Support

Harware Systems Products . 6%

Hardware Systems Support 5%

Services 20%

0% pA 40% 60% 80%  100%




Operating Profit Margin

Software and Cloud

Hardware

Services

pAs

31%

44%

0% 10% 20%

30%

40%

50%



Tech Industry

________Mobile Globalization

- By 2014, 90% of organizations will - 48% of security fraud is caused by » 2/3 of the worlds growth will come

support corporate applications on insiders from emerging markets

personal devices

+ 92% of 900 million stolen records - Top 100 urban islands account for 1/3

+ Today's iPhone has the compute come from compromised database of the world economy

capacity of a VAX. By 2015 there will servers

be 2 billion “VAXes" accessing

65 zettabytes of data.

| Infrastructure Big Data Cloud Silos

« The average age of applications « Across all industries, the growth of + By 2012, 75% of large enterprise
running core business processes is data is outpacing storage capacity cloud deployments will have at
15 years. 2101 least five integration points.
Today, only 4 % are fully integrated.

- A system that cost $125,000 Today's data, if encased in books,
20 years ago is now likely to cost could stretch from Earth to Pluto
$235,000 a year to maintain. and back 10x
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Customers
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Business Risks

* Failure to capitalize on cloud computing
* Low cost of software startup

* Failure to adapt
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Protective Moat

e Economies of Scale

— “Legacy” customers

 Breadth of Products and Services
* High Switching Cost

* Sticky Business
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Competitors
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Interpretation of Financial
Statements

Value __ Threshold

Gross Profit Margin 81.08% > 20%
SGA % of Gross Profit 27.63% < 80%
R&D % of Gross Profit 16.83% < 10%
DDA % of Gross Profit 9.19% < 10%
Interest % of Operating Profit 6.46% < 15%
Net Profit Margin 28.44% > 10%
Current Ratio 4.35 >1
Obligation Ratio -1.50 < 5years
Adj. Debt to Shareholder Equity 1.11 <0.8
Return on Equity 23.12% > 15%
Return on Capital 20.96% > 15%
Dividend Payout Ratio 19.99% < 60%
Preferred Stock None None
Capital Expenditures 5.74% < 25%
Net Earning Trend Up Up

Retained Earnings Trend Up Up



Buffettology

Statistical Array Analysis _
Sales per Share
Cashflows per Share

Earnings per Share Increasing
Dividends Declared per Share Increasing
Increasing

Capital Spending per Share
Increasing
Increasing
Stable

Increasing

/

Increasing

Book Value per Share
Revenues (Sales)
Gross Profit Margin

Operating Profit Margin

prd
g

Number of Stores

Net Profit

Net Profit Margin
Working Capital
Shareholder's Equity
Return on Total Capital
Return on Shareholder's Equity Stable
Common Shares Outstanding Decreasing
Long-Term Debt Yes

LT Debt Payable in 5 years es

All Dividends to Net Profit under 60% |Yes

Increasing
Increasing
Increasing
Stable

<




Gross Profit Margin

100.00%

90.00% , y s o 81 08/%
J 7750%  7671%  77.79%  7938%  7851% 5400  7883%  80.15%  8L.09% - 81.08%
80.00%
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Gross Profit Margin as % =Gross Profit(S)
Revenue (S)




40.00%

35.00%

30.00%

25.00%

20.00%

15.00%

10.00%

5.00%

0.00%

24.46%

23.51%

2006

Net Profit Margin

29.38%
26.89%

2375%  2461%  2405% oo 23.99%

2007 2008

Net Profit Margin as % =Net Profit(S)
Revenue ($)

28.62

oF
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28.44

ra
9’0




Return on Equity

40.00%

35.00%

30.00% 26.63%

23.98% , 24.47% %
25.00% 22.52%  22.29% 91499 ~ 22-85% 23.37%  23.12%

19.92%
20.00%
15.00%
10.00%
5.00%

0.00%
2006

Return on Equity as % =Net Profit(S)
Total Equity (S)




Return on Capital

40.00%

35.00%

30.00% - 26.25%

25.00%

o ,' 17.30%
20.00% 609 ’ 15.75%
15.00%

10.00%
5.00%

0.00%
2005 2006 2007 2008 2010 2011

Year

Return on Capital as % =Net Profit(S)
Total Equity + Long Term Debt (S)




Shares Outstanding

5400.00 5229.00

5200.00 2113. . 5068.00
498341  °>026.00

5000.00 4905.00

4800.00
4600.00 4464.00 443130
4400.00
4200.00

4000.00
2011 2012 2013

Millions of Shares



Earnings Per Share

$4.00
$3.50

$3.00

$2.45 $2.47
$2.50 $2.35

$2.00

$1.50

$1.06
$0.84

$0.50

50.00
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 TTM
Year

Earnings Per Share=Net Profit(S)
Total Shares Outstanding




Qualitative Review

Qualitative Review

What type of business is this: commodity or sustained competitive
advantage?

Competitive Advantage

Can you easily explain what the business does?

Yes

Is it heavily unionized?

No

Does it require heavy capital infusion?

No

Does it require lots of research and development?

Can inventory become obsolete?

Are there chronic "one time" write offs?

Is the company able to raise its prices to offset inflation?

Will the company be able to sell more in the future?

If | gave you S1 billion could you develop a competitor? If the
answer is "no" your business has a sustained competitive




Oracle

Microsoft

IBM

Intel

Amazon

DuPont Analysis: Competition

23.12%
23.74%
72.19%
19.03%
-2.47%




DuPont Analysis: Comparative

23.12%

23.37%
24.47%
22.85%




Industry Comparison

Company

Oracle Amazon

Microsoft

Market Cap (billions)

$185.54 | $140.22

ROE (%)

23.12

ROA (%)

Net Margin (%)

Operating Margin (%)

Dividend Yield (%)

12.21

P/E(ttm)

P/FCF

P/B

EV/EBIT

Number of Guru Holders

$326.76

23.74

Number of Guru Buys:
Sells (3 months)

Gurufocus Predictability
Stars
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Conscious Investor: 3-Year Default

US Orac|e Corporation C‘l‘ Application Software Last trade 2014-12-05 Return Analysis

EPSttm Years STAEGR

EPS ($) : 0564 - ' ' 2260

SPS (%)

Current
NPM (%)
ROE (%)
Payout (%)

DebVEq. (%)

High/Low Current

P/E High 27.00 23.80 2 21,7 22,08 21 7.50 80 18,07 17.54
P/E Low
Price High

Price Low

ORACLE
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P/E Ratio

16.83

14.47

HGrowth

10.19%



. 6-year Default

:US Oracle Corporation [ Application Software Last trade 2014-12-05 Return Analysis

EPSttm HGROWTH STAEGR
EPS ($)

SPS (5)

Current
NPM (%)
ROE (%)
Payout (%)

Debt/Eq. (%)

P/E High
P/E Low
Price High

Price Low
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P/E Ratio HGrowth

Default $ ‘ 16.83 18.52%

Safety 14.47
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: 10-year Default

:US Oracle Corporation (¢ Application Software Last trade 2014-1205 Return Analysis

HGROWTH STAEGR

Current

NPM (%)
ROE (%)
Payout (%)

Debt/Eqg. (%)

High/Low
P/E High
P/E Low
Price High

Price Low
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Default

Safety

ORACLE

P/E Ratio

16.83

14.47

HGrowth

18.46%

11.04%

Payout

15.6%

12.6%




ORACLE

Cl: Kill It

P/E Ratio

16.83

14.47

HGrowth

18.46%

11.04%

Payout

15.6%

12.6%

STRETD®

13.25%

5.21%




Cl: Kill It Again

P/E Ratio HGrowth Payout STRETD®

16.83 18.46% 15.6% 13.25%

14.47 11.04% 12.6% 9.21%
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Discounted Cash Flow: 10-year
Revenue Growth

Earnings Per Share: § 2.4 DCF | Reverse DCF "™

¥ | Add to Fair Value

I-I

Growth Rate In the Next: 10 ars ] 159 % Tangible Book Value: $ 2.71
Growth Value: $ 29.11
%

Business Predictability

Terminal Value

Fair Value: $ 54.82

Terminal Growth Rate:
rs of Terminal Growth:

Discount Rate:
Margin Of Safety: 25

10yrs Hyrs
10.60

) 132.90
EBIT Growth (%) 17.90 15.30
Earning Growth (%) 18.40 18.00

Free Cash Flow Growth (%) 19.30 16.60

Book Value Growth (%) 19.90 13.60
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DCF: 5-year EBITDA Growth

DCF | Reverse DCF "=
Growth Rate In the Next: 10 sars | 13.¢ Tangible Book Value: $ 2.71 | Add to Fair Value
Business Predictability

Terminal Growth Rate:

= Fair Value:

Discount Rate: 12
Margin Of Safety: 15%

Financial Data of Oracle Corporation

Annual Rates (per share) 10 yrs 5yrs
Revenue Growth (% 15.90 10.60
EBITDA Growth (% 18.00

EBIT Growth (%

Earning Growth (%

Free Cash Flow Growth (%

Book Value Growth (%

ORACLE




Earnings Per Share:§ 2.4

Growth Rate In the Next:
Business Predictability

Terminal Growth Rate:

Discount Rate:

ORACLE

DCF: Break Even

DCF | Reverse DCF "5

= Growth Rate: 11.35%

: Growth Rate: 15.90%(10y)
EBITDA Growth Rate: 18.00%(10y)
Earnings Growth Rate: 18.40%(10y)

Free Ca:

Book Value Growth Rate: 19.90%(10y)

10.60%(5y)
13.90%(5y)
18.00%(5y)
16.60%(5y)
13.60%(5y)




Morningstar Debt Analysis

Yweid
Rule 1444 Matunty
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Morningstar (continued)

Yield to Maturity

® Convertible

=

2016 NSEHT 202 202 03 2034 203 2040
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Intra-Portfolio Valuations
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ORACLE

Ticker

NSRGY

IBM
AlG
BBY
DE
WRLD
BEBY
ORCL
BRE.B
PETM
CHRW

Price/Earnings

5-%ear Price / Earnings Range Pri...
Earnings

MSFT

PETM




ORACLE

Ticker

NSRGY
IEM
DE
WRLD
BBBY

|- |:.
ORCL

MSFT

PEP

PETM
WMT

Price/Sales




Price/Free Cash Flow

Price / Ticker &

Free Cash Flow

Free Cash Flow Range

AlG

BRK B
NSRGY
WRLD
CHRW

BBY
MSFT
PETM

MOT
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Price/Book

2-Year Price / Book Range Ticker ‘& a Price/ ~

Book

LO

ORACLE
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Value Bands
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Valuation Summary

]
W

37%
27%

P/CFO
P/FCF
EV/REV
EV/EBITDA
EV/EBIT

24%
33%
24%

P/S | 37%
PE. | 27%
P/CFO

P/FCF | 24%
EV/REV | 33%
EV/EBITDA | 24%
EV/EBIT

Overall _____25%

25%
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Conclusion

e Sticky business
* Continued innovation and expansion

 Low valuations
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Recommendation

* Limit order at $41
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Questions




