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P&L Forward Looking

(Excluding Impact of MySQL Acquisition)

milcrosystems

;"
|
FY08 Scenarios® FYO 8 G u |d ance
M Actuals Actuals 3% Growth 4.5% Growth

Total Revenue

Total Gross Margin
% of Revenue

R&D/SG&A
IPRD/Impairment
Restructuring
Total Operating Expense
% of Revenue

Operating Income
% of Revenue

Net Interest and Other Income?
Income Tax Provision

Net Income (GAAP)

EPS (Diluted)®

$13,068

$5,629
43.1%

$6,085
$130
$284
$6,499
49.7%

($870)
-6.7%

$195
$189
($864)

($1.01)

$13,873

$6,265
45.2%

$5,859
$0
$97
$5,956
42.9%

$309
2.2%

$274
$110
$473
$0.52

$14,300

$6,440
45.0%

$5,700
$0
$175
$5,875
41.1%

$565
4.0%

$210
$220
$555
$0.67

$14,500

$6,820
47.0%

$5,900
$0
$175
$6,075
41.9%

$745
5.1%

$210
$220
$735
$0.88

* YTY Low-to-mid single-digit Revenue
growth

* At least 5% Revenue growth in 2HFY08
* Gross Margins: 45% - 47%

* R&D and SG&A Expense at current
exchange rates: $5.7B — $5.9B

* Restructuring Costs of $150 — $200M

* Q408 GAAP Operating Income:
At least 8%

* Amortization of Intangibles:
$250M - $300M

« Stock Based Comp Expense:
$215M - $240M

* Net Interest Income: $150M - $170M
* Full Year Tax Provision: $200M - $250M

"These hypothetical scenarios for FY08 are provided for information purposes only and do not represent Sun’s expectations or guidance with respect to results for FY08
?Net Interest and Other Income includes the MSFT settliement payment and any gains or losses from equity investment sales
3Assumes an average of 833M shares to calculate EPS (Diluted) for FY08 scenarios




P&L Forward Looking

(Excluding Impact of MySQL Acquisition)

milcrosystems
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Total Revenue $13,068
Total Gross Margin $5,629
% of Revenue 43.1%
R&D/SG&A $6,085
IPRD/Impairment $130
Restructuring $284
Total Operating Expense $6,499
% of Revenue 49.7%
Operating Income ($870)
% of Revenue -6.7%

adopt these analyst estimates.

FY06 FY07
M Actuals Actuals

$13,873
$6,265
45.2%
$5,859

$0
$97

$5,956
42.9%

$309
2.2%

3% Growth

FY08 Scenarios’
4.5% Growth

$14,300 $14,500
$6,440 $6,820
45.0% 47.0%
$5,700 $5,900
$0 $0
$175 $175
$5,875 $6,075
41.1% 41.9%
$565 $745
4% 5.1%

FY08
Sell Side
Avg?

$14,225
$6,810
47.9%
$5,775

$0
$175

$5,950
41.8%

$860
6.0%

FY09 Scenarios’

$14,730
$6,800
46%
$5,900
$0

$0
$5,900
40%

$900
6%

3% Growth 6% Growth

$15,370
$7,400
48%
$5,800
$0

$0
$5,800
38%
$1,600

10%

FY09

Sell Side
Avg?

$14,668
$6,973
47.5%
$5,640
$0

$0
$5,640
38.5%
$1,333

9.1%

'"These hypothetical scenarios for FY08 and FY09 are provided for information purposes only and do not represent Sun's expectations or guidance with respect to results
for FY08 or FY09. The 3% and 6% FY09 growth scenarios are based off the 3% and 4.5% FY08 growth scenarios respectively

2Represents the average estimates of Sell Side analysts available as of January 26, 2008, including 12 analysts for the FY08 estimates and 11 analysts for the FY09
estimates. Analyst estimates have been modified to include the estimated $175 million restructuring charge for FY08 for comparison purposes. Sun does not endorse or
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Adjusted EBITDA (Excluding Impact of MySQL Acquisition)

f .
FY06 FYO07 FY08 Scenarios’ FY09 Scenarios®
M Actuals Actuals 3% Growth 4.5% Growth 3% Growth 6% Growth
Total Revenue $13,068 $13,873 $14,300 $14,500 $14,730 $15,370
Operating Income ($870) $309 $565 $745 $900 $1,600
Amortization of Acq. Related Intangibles $330 $313 $290 $290 $245 $245
Stock Based Compensation $225 $214 $225 $225 $230 $230
Depreciation and Amortization $575 $517 $500 $500 $550 $550
Adjusted EBITDA (Non-GAAP)? $260 $1,353 $1,580 $1,760 $1,925 $2,625
% of Revenue 2.0% 9.8% 11.0% 12.1% 13.1% 17.1%
EBITDA % of Revenue
%7 13.1-17.1%
16%
11-12.1%
12 /0 7 9'8%
8%
4% 2%
0% -
FY06 FY07 FY08 FY09

"These hypothetical scenarios for FY08 and FY09 are provided for information purposes only and do not represent Sun’s expectations or guidance with respect to results for
FY08 or FY09. The 3% and 6% FY09 growth scenarios are based off the 3% and 4.5% FY08 growth scenarios respectively

Adjusted EBITDA (Non-GAAP) represents Operating Income excluding the following expenses: Amortization of Acquisition-Related Intangibles, Stock-Based Compensation,
and Depreciation and Amortization. See Appendix for a bridge of Net Income to Adjusted EBITDA.
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FY08 and FY09 Cash Flow

Complete $800M
approved stock buyback

MySQL

Cash F
FY08 $

FY09 $

purchase: ~$800M

ow from Operations
3-$1.6B
5-$2.0B

Capital Expenditures of
$500 — $600M per year




Cash Flows

microsystems
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$M
$1,575 $1,500 - $2,000
1 Cash Flow from Operations $1.300 - $1.600
$1,350 Free Cash Flow ’ ’
$1,125 1
$900 - $1,500
$900 -
$700 - $1,100
$675 $567
$450
$279 $252
$225 1
$22
$0 -
FY05 FY06 FYo7 FY08 FY09

)
Cash Flow from Operations (GAAP) $279 $567 $958 $1,300 - $1,600 $1,500 - $2,000
Less: Purchases of Property Plant and "
Equipment, Net $257 $315 $488 $500 - $600 $500 - $600
Free Cash Flow (Non GAAP) $22 $252 $470 $700 - $1,100 $900 - $1,500

*Does not include $451M proceeds from sale of certain assets.




MySQL Acquisition FY08 Impact

$20 — $50M charge for IPRD on
closing, currently assuming Q308

Q408 P&L impact of $30 — 50M

N % from acquisition amortization
' and stock based compensation

Q408 8% Operating

NCOMeE

guidance excludes any

MySQL impact




MySQL Acquisition FY09 Impact

Revenue Opportunity of ~1pt for FY09
Incremental MySQL revenue
Incremental Product
and Services revenue

GAAP Operating Income impact

of ~(1)pt including MySQL

acquisition accounting

Positive GAAP Operating Income
from MySQL acquisition in FY10




ERP Transformation

FY06 FY07 FYO08 FY09
Deployment

Government
Bl (Grdering Complete
G/L and Reporting Process

Consolidation and Simplification Complete

Integrated Customer Support Systems and . .
Processes Incl. Increased Use of the Web Going Live Now

Simplified Procurement, Supplier Portal, Projects
Sales Compensation, Employee expenses

Campaign to Order, Pricing, Customer Knowledge,
Receivables, Treasury, Cash

5 Order to Cash, Advanced Supply Chain Planning, Spares Management
Fixed Assets, Budgeting, Lease Management, Business Intelligence, Collateral

End Easier for Customers and Partners to do Business with Sun,
Reduced Costs, Improved Customer Acquisition and Retention

Future State Value

Extensive Use of the Web for
Customer and Partner Interaction

Effective Campaign & Offer Spend
Targeted Pricing

Improved Generation &
Harvesting of Leads

Improved Process Efficiencies
Quoting, Booking, Invoicing,
Procurement, Compliance,
Reduced Number of Parts

Customer Support

Aligned Compensation and Goals

Effective Spend Management
Reduced Systems & Datacenters
Robust Infrastructure




' A Year in Review
We made great progress

Growth continues

L

to be our # 1 priority

We are on track to meet
our FY09 commitments

Opportunity is everywhere
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Net Income to EBITDA Bridge
(Excluding Impact of MySQL Acquisition)

4 N
M FY06 FY07 FY08 Scenarios’ FY09 Scenarios
M Actuals Actuals 3% Growth 4.5% Growth 3% Growth 6% Growth
Total Revenue $13,068 $13,873 $14,300 $14,500 $14,730 $15,370
Operating Income ($870) $309 $565 $745 $900 $1,600
Net Interest and Other Income $195 $274 $210 $210 $130 $130
Income Tax Provision $189 $110 $220 $220 $250 $300
Net Income (GAAP) ($864) $473 $555 $735 $780 $1,430
Adjustments:
Net Interest and Other Income $195 $274 $210 $210 $130 $130
Income Tax Provision $189 $110 $220 $220 $250 $300
Amortization of Acg. Related Intangibles $330 $313 $290 $290 $245 $245
Stock-Based Compensation $225 $214 $225 $225 $230 $230
Depreciation and Amortization $575 $517 $500 $500 $550 $550
Adjusted EBITDA (Non-GAAP)? $260 $1,353 $1,580 $1,760 $1,925 $2,625
% of Revenue 2.0% 9.8% 11.0% 12.1% 13.1% 17.1%

'"These hypothetical scenarios for FY08 and FY09 are provided for information purposes only and do not represent Sun’s expectations or guidance with respect to results
for FY08 or FY09. The 3% and 6% FYQ9 growth scenarios are based off the 3% and 4.5% FY08 growth scenarios respectively

2Adjusted EBITDA (Non-GAAP) represents Net Income Income excluding the following expenses: Income Taxes, Amortization of Acquisition-Related Intangibles, Stock-
Based Compensation, and Depreciation and Amortization. Adjusted EBITDA also excludes Net Interest and Other Income.
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